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APPENDIX IV
Ministry of Defence

Public Accounts Committee—Audit Para. No. 17 (iii) (a) of Audit
Report, Defence Services, 1952—Stock Verification in units and.
formations (other than factories) during 1950-51—Recording of
wrong certificate of cent. per cent. stock-verification in a certain
Engineer Park.

At the outset it may be stated that the Audit Para. was NOT
accepted by this Ministry for inclusion in the Audit Report, Defence
Services, 1952. When it was sent to this Ministry in the draft form
by the Director of Audit, Defence Services, for acceptance, he was.
informed that no certificate of 100 per cent. stock-verification was re-
corded by the Garrison Engineer of a certain Engineer Park. On
recelpt of this information, the Director of Audit, Defence Services,
stated that the case had been referred to the Command Officer and
that a further communication wotild be made to this Ministry. JIn the
meantime, this item was included in para. 17 (iii) (a) of Audit Report,
Defence Services, 1952. It has, however, again been verified from the
Chief Engineer, Eastern Command, that no certificate of cent. per cent.
stock-verification during 1949-50 and 1950-51 was recorded, as only
90 per cent. check was done during the year. The Chief Engineer,
Eastern Command, had, in fact, applied for condonation of the failure
to carry out 100 per cent. stock-verification, which was duly accorded,
with the concurrence of the Ministry of Finance (Defence).

2. The Director of Audit, Defence Services, to whom the matter
was referred, contends that the facts sfdted in the para. were con-
firmed by the Controller General of Defence Accounts. The Controller
General of Defence Accounts, to whom a reference was made by this:
Ministry in turn, states that the original concurrence was given by
the Controller of Defence Accounts, Eastern Command, Meerut,
through some misunderstanding. The Controller of Defence Accounts,
Eastern Command, has also confirmed this position and has further
stated that disciplinary action is being taken against the individuals.
res})onsible for the mistake in his office. The Controller General of
Defence Accounts, has also confirmed that no certificate of 100 per
cAelrlitia gt%ck verification was recorded by the Garrison Engineer,

ahabad.

8. This note has been shown to the Director of Audit, Defence-
Services. L.
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V. APPENDIX V

Ministry of External Affairs
SuUBJECT: —Proceedings of the Public Accounts Committee.

Recently, a communication was received from the Parliament Sec-
retariat saying that the Public Accounts Committee desired that a
representative of the Ministry of External Affairs should attend the
meetings of the Committee in which some paragraphs in the Audit
Reports on the Appropriation Accounts of the Defence Services for
1951 and 1952, relating to alleged irregularities in regard to certain
«contracts (listed below) entered into by the High Commissioner of
India in the United Kingdom for the purchase of stores for the
Defence Services, came up for consideration of the Committee.

1. Contract for the purchase of jeeps for the Defence Services
of India entered into by the High Commissioner of India
during 1948-49.

2. Contracts with intermediaries in the United Kingdom for
obtaining certain stores manufactured in a European Conti-
nental country.

3. Advance payment to the U.K. Government for the supply of
certain Defence Stores.

4. Procurement of blankets in the U.K. for the Defence Services.
5. Loss on purchase of aviation stores in the United Kingdom.

2. A statement showing the various departments of the High Com-
‘mission of India in London and their contrelling authorities in India
is enclosed. It will be seen that, although the High Commissioner for
India in London is under the general administrative control of the
Ministry of External Affairs, the financial as well as the general con-
trol of the various technical and specialist departments of the High
Commission vests in the respective Ministries and Departments of tﬁe
‘Government of India, and not in the Ministry of External Affairs.

3. The Ministry of External Affairs directly controls only the Cen-
tral Departments of the High Commission, e.g., the Chancery and the
Accounts, External, Consular, Establishment, Organisation and
Methods, General, Legal and Publicity Departments. This Ministry
‘has little to do with the internal administration and activities of the
technical and specialist departments. The subjects mentioned in the
Audit Reports of the Accounts of the Defence Services referred to
-above concern the Ministry of Defence on whose behalf the stores
were purchased, and the Ministry of Works, Housing and Supply who
control the India Stores Department. In a note on co-ordination and a
-detailed scrutiny of the budget estimates of the High Commission of
India in London, forwarded to the Parliament Secretariat in December
1952 for submission to the Public Accounts Committee, it was made
clear that the External Affairs Ministry is not in a position to com-
ment usefully on the technical requirements of other Ministries and

788 LS
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Departments and that there would be no special advantage in intro-
ducing a system giving the External Affairs Ministry a theoritical
overall control over the entire budget estimates of the High Commis-~-
sion. The same principle applies to the financial and general activities.
of the High Commission.

] ] L [ | J .

Statement showing the various Departments of the High Commission of India in London,,
and their controlling Authorities in India.

Serial  Name of the Department -Budget Demand in Controlling authority
No. which included in India
1 Auditor, Indian Accounts Demand --Audit . . Comptroller and Auditor
General of India.
2 (§) Central Decpartments Demand -External Ministry of External Affairs,
including Chancery. Affairs
(i) Legal Advisor's De- Do. Do. |
partment,
(i§) Publicity Organization Do. Do.
in London.
3 Indian Scientific Liaison Demand—Scientific Re- Ministry of N. R. & S. R..
Office. scearch.
4 Education Department . Demand—Education . Ministry of Education..
5 Medical Adviser’sff De- Demand—Medical . Ministry of Health,
partment,
6 India Stores Depart- Demand—Supplies . Ministry of W. H. & S.

ment.

7 Commerce Department Demand—Commercial Mi;\istry of Commerce
- Intelligence and Sta- and Industry.

tistics.
8 Military, Naval, and Defence Services—- Ministry of Defence
Air Adviser’s Deptts. Effective Army, Navy

and Air Forces.




APPENDIX. VI
Ministry of Defence

Statement showing the Iauuga.ﬂ'tion in regard to outstandings of rent referred to in Para.

40 of Defence Audst Report, 59%2.
Eastern Western Southern Total
Year Command Command Command

Rs. Rs. Rs. Rs.

1942-43 . . . . .. .. Nil Nil

1943-44 . . . . .. .. Nil Nil
1944-45 " . . . . .. .. 224 224
1045-46 . . . ) .. .. 1,517 1,515
1946-47 . . . . 1,252 .. 5:331 6,583
1947-48 . .. . 76,451 85,305 1,61,756
1948-49 . . . . 1,74,919 1,74:91
1049-50 2049515 5,92,650 2,47,983%* ;,97,390

. . I E)

’ RS
Torar. . 5:02,137 5:92,650  3,40,360  14,35,147

No‘rn.-,—-"()Ezacluding Cawnpore Division. The amount pertains to a period upto
12/49).
¢ Upto 3/50.
It will be seen that a sum of Rs. 14,35,147/- is now duc as against the sum of
Rs. 33,24,647{-, referred to in.the Audit Report.

Dated the 16th July, 1954.
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APPENDIX VII

No. F. 59/14/53/5189-E/D (Q. & Eng),
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE,

New Delhi—11, .the 8th August, 1953.
OFFICE MEMORANDUM

Subject :—Appointment of Arbitration Tribunals to decide cases of diagreement
under Works contracts,

Reference :—Parliament Sccretariat Office Memorandum No. 46(7)-F. C. /53 dated
the 3rd July 1953.

The undersigned is directed to refer to the above quoted memorandum and to say
thatthe question o¥ substitutin&otﬁbunals for single arbitrators has already been consi-
dered a number of times by the Government but the decision has been adverse. For the first
time in 1948 it was decided to adopt this system as an experimental measure in the case of
certain war-time contracts but the experience has not been encouraging. Some of the dis-
putes referred to joint arbitration towards the end of 1951 have still not been resolved as
reference to an Umpire was inevitable. Further these joint arbitrations have proved very
costly to both the parties and particularly to Government. The disputes pertaining to one
set of contractors had to be referred to an Umpire due to disagreement between the Joint
Arbitrators. In the case of another the joint arbitrators were able to agree and issue
awards in only about 12 comparatively simple and straight forward, cases but they dis-

reed in 8 cases which involved more complicated claims involvix? large amounts, Out
of these 8 cases awards of only 4 cases have so far been published by the Umpire, and
further hearings of the cases in respect of two contractors are still to take place, Thus
some of the disputes remain unresolved for about 2 years from the date the panel of joint
arbitrators was originally agreed to between the two parties.

2. Notwithstandi this, Ministry of Defence on the representation of the Builders®
Association considered the question again but for the following reasons decided in favour of
the®continuance of the existing system :—

(@) Government servants in nsible positions have been, and should, continue
to be, trusted to discharge fairly the duties of arbitrators even in matters which
involve Government interests. If this is disputed as a genersl proposition, the
implications would be far and wide.

(5 In India we still have not got authorities and institutions of the same standing
as the Institutions of Civil, Mechanical, Structural or Blectrical Engineers in
U. K. or the Royal Institution of British Architect or Royal Institution of
Chartered Surveyors etc. Till such time as we are able to develop such institu-
tions with autharity, it may be inadivisable to follow the U. K. analogy.

(¢) The Ministry of Works were not ado&u;ng the procedure of joint arbitration
for C. P. W. D. contracts and the istry of Industry and Supply who tem-
porarily departed from a similar system to joint arbitration had to revert to 1t in
the interests of simplicity and speedy administration.

(@) The method of joint arbitration will be more expensive—an important consi-
deration in the existing financial stringency.

18
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3. The Builders’ Association again raised this question last year. This time they
modified their Demand to “ joint arbitration or one single, neutral arbitration acceptable to
both partics . It was, Aowcver. decided that before finally coming to a conclusion

the r:g:n of a committee appointed by the Ministry of Works, Housing and] Supply
with following terms of referenee be awaited :—

(9 to encourage healthy competition amongst *contractors ;

(i) to reduce possibilities of disputes between the contractors and the C. P. W. D.,

(s5%) to attract honest and reputed contractors to undertake] Government works, by
eliminating or suitably modifying defective provisions of the agreement ;

() to ensure rational tendering and economical executionjof the work ;

(v) to ensure equitable treatment to contractors ; and

(vi) to ensure_correct preparation of estimates and Notices inviting tenders.

4. The Ministry of Defence propose to take up the question again and obtain the

orders gf the Government on it after the report of the Committee, which is in_ print, _is
receivea.,



APPENDIX VIII*

Statement containing information on the points raised by the Public
Accounts Committee at their meeting held on 2-7-1953 in connec-
tion with Para. 47 of Audit Report, Defence Services, 1952 (Ir-
regular Disposal of Engineer Stores).

Q. (a) Why were no hire charges recovered from the party from
July 1945 to August 1949, during which period the plant was in
possession of the party?

A. (a) Upto the date of sale, the plant was lying in original crates
in the contractor’s premises. Owing to the cessation of hostilities, the
earlier intention to erect and operate the plant (through the contrac-
tor) for the manufacture of packing cases, was not implemented. In
the absence of an agreement for sale the plant had to be treated as a
loan for accounting purposes. The question of recovery of hire char%es
was raised in Internal Audit, an attempt was made to realise the hire
charges from the Contractor. He, however, refused to pay the same.

Q. (b) Why did Government waive the recovery of the hire charges
amounting to Rs. 61,005? )

A. (b) As the issue was shown as a loan issue, the Regional Audit
Officer during June 1949, maintained that hire charges should be re-
covered or Government sanction obtained to waive it. A Receivable
Order was sent to the contractor for payment of hire charges. He de-
clined to pay on the ground that he had not agreed to hire the plant.
Government sanction for waiving the charges was, therefore, obtained.

Q. (c) Why was no security deposit of the approximate value of the
plant taken from the party?

A. (c) It is not possible to sagefrom available records why no
deposit was taken. As far as can be made out, the plant was issued
initially on the understanding that the farty would operate it only as
a contractor on conditions which would have been settled had the
Government proceeded with the scheme. Subsequently, the situation
altered and the question of sale was being pursued. In the circum-
statnceis. the question of obtaining Security Deposit from the party did
not arise.

*See also appendix IX.

20



APPENDIX IX
Ministry of Defence

Statement containing information on the point raised by the sub-Com-
mittee of the P.A.C. at their meeting held on 14-8-53 in connection
with Para. 47 of Audit Report, Defence Services, 1952— (Irregular
disposal of Engineer Stores).

Q. Why was no security deposit taken from the party or the appro-
ximate cost of the plant on the basis of cost plus 10 per cent. realised
from tl.e party immediately after the sale was concluded?

A. In this connection, a reference is invited to Part (c) and the
-:answers furnished by this Ministry to the three questions put by the
‘Public Accounts Committee vide Parliament Secretariat Office Memo-
randum No. 57 (4)-III-FC/53, dated the 10th J ul%y' 1953, and the Minis-
try of Defence Office Memorandum No. 59/13/11/4946-E/D (Q & Eng.)
-dated the 1st August 1953 (Appendix VIII). We have no material en-
abling us to add to the answers already furnished.

21



APPENDIX X
Ministry of Finance (Defence)

Appropriation Accounts, Defence Service, 1949-50 and 1850-51 and the:
Audit Reports thereon

11. Para. 27 of Audit Report, 1951—Debtor balances in Army Other
Ranks’ accounts.—

A note stating the machinery devised by the Ministg to guard.
against overissues of advances and consequent losses to Government,.
duly vetted by the D.A.D.S., should be submitted to the Committee.

As explained in the note under para. 26, a soldier’s account is in
debt when he has drawn pay and allowances over and above those he:
is entitled to. The main causes for the existence of Dr. balances in the:
accounts of a soldier are:

(i) Issue of advances of pay and allowances to the soldiers pro-
ceeding on leave. ’

(ii) Payment of certain miscellaneous personal allowances in
anticipation of their credit in the individual’s pay account.

(iii) Issue of advances over and above the entitlements of the-
individuals.

2. The position of Dr. balances in soldier’s account has been engag-
ing the serious attention of administrative and accounts authorities:
from the very beginning. A statement showing the position of Dr.
balances from the quarter ending August 1950 to February 1953 is
placed below*, from which it will be seen that the position of Dr.
balance has considerably improved so much so the total Dr. balance-
at the end of February 1953 is only 40 lakhs as compared to about 100
lakhs as it stood on 31st August 1950. Out of the debtor balance of 40
lakhs, 10 lakhs are due to payment of advances to men proceeding on
leave, and are accordingly permissible Dr. balances. These are easily
recoverable through the pay accounts of the soldiers affected in subse-
quent months as and when pay etc. falls due.

3. As regards the Dr. balances mentioned at (ii) and (iii) above, the-
following measures have been taken: —

(i) The fayment of advances against certain miscellaneous per--
sonal allowances in anticipation of their credit in the:
LR.L.A. throws the account in debt. It has, therefore, been:
suggested to the A.G.’s Branch that the allowances should
be paid to the individuals only after audit and authorisation-
of payment by our regional Cs.D.A. As these allowances
are for services in kind and they are under certain condi-
tions commuted into a monetary compensation, the proposa¥
to eliminate the allowances from the LR.L.As. itself is
under consideration. )

*See page 24. .
22
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(ii) With a view to exercising control over state of indebtedness
to soldiers various instructions as indicated below have
been issued from time to time:—

(1) L.A.O. 1906/43 enjoining upon: —

(i) Officers Commanding Units to ensure that the soldier is
nio{ permitted to draw advances in excess of his net en-
titlement;

(ii)) Commandants Regtl: Centres/Depots etc. to bring to
notice of the O.Cs. Units cases where soldiers are being
allowed to run into debt; and .

(iii) In cases of Dr. balances, Commandants Regtl: Centres/
Depots were authorised to reduce and refix family allot-
ments and to request O.Cs. to reduce the payment of
advances to the soldiers until the Dr. balance is liquidated.

(2) 1.A.0.2070/43 enjoining upon the O.Cs. Units that they
should not make any payment to O.Rs. against future entile-
ments.

(3) 1.LA.O.2096/44 stating that before Dr. balances are communi-
cated to the O.Cs. Units, Officers I/c Records should com-
pare the casualties with the Soldier’s Sheet Roll to ensure
that all casualties affecting the pay had been adjusted in
both the LR.L.A. and Sheet Roll.

(4) A.1.534/44 laying down the restricted rates of advances of
pay to soldiers in debt.

(5) 1.LA.O.2065/45 stating that Officers Commanding Units
should have the Pay books accurately posted up-to-date in
order to restrict payment of advances within entitlements.

"(6) 1.A.0.1694/46 drawing the attention of the paying officers
that in the case of overissue of advances, they will be held
responsible to make good such overpayments, unless they
are able to produce good evidence in support of their action.

(7) A.0.793/49 Reproducing Government of India, Ministry of
Defence letter No. 40725/P.S.3 (E) /7692-A/D-5 dated 9-7-49
laying down the revised restricted rates of advances of pay
to soldiers in debt.

{8) A.G.s Branch letter No. 48671 /PS.3(d)/PS.3(¢e) dated 8-5-50
to HQ Commands stating that all cases of Dr. balances
where orders regarding the issue of advances have been
consistently ignored, should be reported by the Pay
Accounts Offices to Command Headquarters.

(9) A.0.25/51 stating that the restricted cash advances should
be strictly applied in cases in which O.Rs. are in debt in
excess of a month’s emoluments of the individual concerned
or Rs. 100 whichever is more irrespective of whether the
debit balance is proposed to be challenged or not.

(10) A.O. 12/S of 1951 enjoining upon the ayinioﬂicers to
ensure that advances are restricted strictly within net en-
titlements as recorded in Pay books and not against any
anticipated credits.

88 L.S.



24

In order to effect further improvement in the position of Dr.
balances, it has been suggested to the A.G.’s Branch that strict instrue-
tions should be issued to the paying officers that (i) Xayments should
be made only after they fall due, (ii) advances should be kept strictly
within the net entitlements taking into account the state of the account
as shown in the latest quarterly statement of account and (iii) in
cases where heavy debtor balances are brought to the notice of Head-
quarters formations by the Pay Accounts Offices, Headquarters for-
mations should promptly investigate and assess responsibility of the
Paying Officers. The question of issuing necessary further instructions
to the above effect is under consideration in the A.G.’s Branch.

Comparative Statement of Dr. Balances in the LR.L. Accounts of
J.C.0s5, O.Rs. and N.Cs.E. from the Quarter ended 8/50 onwards.

Quarter ended Total amount of Dr. Balances in I.R.L.As.
Rs. A. P
8/50 1,00,05,100 9 0
11/50 88,10,788 12 0 -
2/51 78,559,199 1 0
5/61 64,62839 8 0
8/51 40,10,580 2 0
11/61 37,89,580 14 0
2/52 4558941 2 0
5/52 4535597 9 0
8/52 3759269 1 0
11/68 32,892,170 11 ©
2/58 40,7787 7 ©



APPENDIX XI
Ministry of Defence

Note stating action taken on item 16 of the Statement of Outstanding
Recommendations of the Public Accounts Committee.*

In paragraph 2 of the Report submitted on paragraph 20 of the Pro-
ceedings of the Public Accounts Committee on the accounts of 1947-48
(Post-partition), reproduced in Appendix XXII of their Seconé
Report on the accounts of 1948-49, it was stated that the question ol

riodical verification of balances (with Imprest Holders) being made

Officers of the Military Accounts Department was under consider-
ation. This examination has since been completed in consultation with
the Controller General of Defence Accounts, Ministry of Finance
(Defence) and the Director of Audit Defence Services.

2. Under the existing regulations all public accounts (including
imprests) and cash balances of units are checked quarterly by an audit
board consisting of senior officers of different units. In addition,
periodical surprise checks of cash balances by senior administrative/
executive officers are also carried out and irregularities, if any, are
reported to the Station Commander.

3. In view of the above and the fact that officers of the Defence
Accounts Department have'to give advance intimation of their arrival
in the units and they have no executive authority over the officers
operating the accounts, surprise check by them, as suggested by the
Committee, was not found either necessary or practicable. Under the
existing rules, however, local audit officers of the Defence Accounts
Department are already vested with the power to check cash balances
of the units whenever they find the accounts to be unsatisfactory and
feel the necessity for such a check. The Government are satisfied that
the existing arrangements are adequate.

*See Appendix 1.
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APPENDIX XII
Ministry of Defence (Navy)
1. Defence Audit Report, 1951.

Para. 49—Short recoveries on account of outside work executed
in a dockyard.

Q. Who are the officers responsible for using the terminology ‘Basic
labour’ and not defining it precisely? What action do Government
propose to take against them in the matter.

A. The word ‘basic’ labour was inserted in the draft orders by the
Ministry of Finance (Defence) (Navy). In May 1950 the Controller of
Defence Accounts (Navy) drew the attention of the Ministry of
Finance (Defence) (Navy) to the anomaly of using the word ‘basic’
in calculation of overhead charges on pay and allowances. Consequent-
lg' Government orders were amended in August 1950 and the word
‘basic’ was deleted.

Government do not propose to take any action for the specific use
of the word ‘basic’ in the original Government letter. This is a bona
fide mistake as the officers responsible for the use of the terminology
‘basic labour’ were under the impression that others who would have
to apply the orders would not find any difficulty in correctly interpret-
ing the terminology. As soon as the difficulty in interpreting the ter-
n:linology was brought to their notice Government orders were amend-
ed.

I1. Defence Audit Report, 1952.

Para. 52—Absence of control over production costs in Naval
Dockyard.

Q. What action are Government taking to introduce the cost
accounting system in respect of pro‘rer evaluation and accounting of
jobs executed in the Naval Dockyard?

A. The general lines of the system that should be introduced have
been settled after discussion with Naval Headquarters and Finance
Ministry. The main difficulties in introducing the system are the
dearth of staff in the Naval Dockyard who can do proper estimating
and absence of statistical data. e question of the augmentation of
the staff is receiving careful attention. The Captain Superintendent of
the Naval Dockyard Bombay is also building up data for the prepara-
tion of correct estimates of production cost. A ‘Library of Costs’ based
on the statistics of the past expenditure is being compiled. Care will
be taken to analyse the actual expenditure, so that abnormally high or
low figures are not included in estimates for jobs executed in Naval
Dockyards. A proposal to sanction the appointment of a cost accounts
adviser is receiving Government’s consideration.
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APPENDIX XIlI
Ministry of Defence 4
(1) Audit Report, Defence Services, 1951—Para. 49.

Q. Whether the original proposals on the basis of which Govern-
ment issued orders in December 1949 directing inter alia that an ad
hoc overhead charge of 140 per cent. on basic labour should be added
to direct costs were submitted through the Controller of Defence
Accounts (Navy) and whether the statement showing the calculations
of actual labour charges included dearness and other allowances?

A. Owing to the impending reorganisation of the Dockyard and the
inadequate system of cost accounting, the Captain Superintendent
Dockyard was unable to indicate the surplus capacity of the Dock-
yard or to suggest an ad hoc rate of overhead charges to be adopt-
ed for private and semi-government jobs. Consequently it was
decided to fix the percentage for overhead charges on the basis of
those levied by private yards. C.D.A.(N) was, however, not consulted
when the ad hoc figure of 140 per cent. on labour was adopted and in-
corporated in the Government orders. Subsequently CDA (N) how-
ever, worked out the percentage for overheads from the statistics of
actuals during 1950-31 and was satisfled that the figure of 140 per cent.
was quite justified.

As regards the concluding sentence of the question it may be stated
that dearness and other allowances were not included in the calcula-
tions'of labour charges since Government orders were interpreted to
mean only bdsic pay. The position was, however, rectified later.



APPENDIX XIV
No. 228/53/D. (Fy.)
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 24th August 1953
Memorandum

SusJecT: —Public  Accounts Committee—Consideration of the

A'p‘ldpropﬁation Accounts (Defence Services) 1949-50 and 1950-51
and Audit Reports thereon.

The undersigned is directed to refer to para. 2 of enclosure of Par-
liament Secretariat Office Memorandum No. 57 (4)-IV-FC/53, dated the
17th August 1953, on the above subject, and to say that—

(i) the accounts of the Ordnance Factories for the years 18951.52
and 1952-53 have not so far been printed, There are no
spare copies available of the accounts for .the years 1049-50
and 1950-51. Copies have, however, been called for from
the Director General, Ordnance Factorjes and these will be
sent to the Parliament Secretariat when received. .,

; (ii) Expenditure on Ordnance Factories is budgeted for under

‘ Main Head 5 of the Army Budget: For purposes of account-
ing, Ordnance Factories are considered part of the Army
Establishments. The cost of stores supplied to the M.G.O.
Branch is, therefore, not separately debited to that Branch.
Stores manufactured for the Navy, Air Force and other Or-
ganisations are debited to their respective estimates b

contra-credit to Main Head 5 as deduction from expemh}:
ture.
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APPENDIX XV
Minietry of Finance (Defence)

SUBJRCT:==Settlement of outstanding claims against ‘the U K, Government.
REFERENCE: —Parliamen: Secretariat memorandum No. 57(4)-II-FC!s3 dated 7-7-53.

The amounts outstanding in respect of claims preferred against the U. K. Governmon ®
are shown below :—

(a) Balances outstanding in the
Remittance Account to end of

March 1953,
£

i) Freight and char, es 2,558,000 Certain details in support to thc
®, 8 incurred in ccmma-:v.ﬂi'ug ' 55 debits have been c‘:i’;d for by
despatch  of H. G. stom the U, K. Government and
from India. these are in the process of
(&) Supphea of stores to the War 516,000 collection. The  question of
, the Admiralty mdthc the clearance of these out-
Air Mmmry standings is engagi the
constant attention o the

C. G. D. A. and this Ministry
and special steps are being taken
to expedite the settlement.

(1#5) Other debits of Miscellancous 673,000 The H. C. for India i
nature, U. K. has been asked to fur-
nish information regarding the
clearances made and the lctnn.l
amounts still outstanding.

{» Balmcc due in respect of rations 35,400 Claim is under verification by the

lied to H. M. G. Gurkhas British  Gurkha authorities,
d the period 1-4-48 to “Some of the rate lists asked for
3;_3-50, : by them have been supplied

and the rest are being suppiied..

(¢) Custodial charges on  Air Mi- 5,700  The final claim on this account
nistry’s .earmarks left in India has been sent on 3-8-53.
uubscqucat 0 I-4-48. .

There arc certain claims not yet preferred pending collccuon of details or those

2.
which are in the process of settlement accordi recd procedure. It is preg t
Qdetails of these are not required by the Publi::u Awou.‘ nts Eammlttee pmoumed that

*
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APPENDIX XVI
Ministry of Finance (Defence)

Appropriation Accounts (Civil). 1949-50 and Audit Report, 1952
1. Para. 28:

(i) What is the exact date on which instructions were issued for
recasting the Provident Fund Accounts and recalculation of Govern-

ment contribution and interest thereon? From what date these ine-
tructions were given effect to?

These instructions were issued on 9-7-1951 and on 27-10-1951. The
Accounts Officer was instructed to give effect to the instructions with

effect from the 1st April 1951. The terms of the instructions are re-
produced below: —

“It has been decided in consultation with the Ministry of
Finance (Defence) that with immediate effect interest pay-
able on Government contribution should be calculated on
the basis of the actual balance in the ‘Bonmus Account’,
ignoring altogether the note below Rule 28 of LN.D.W.P.

nd Rules (proposed to be deleted after the question of
raising Government contribution from 75 per cent. to 100
per cent. of workers contribution is settled). These orders
take effect from 1-4-1951". :

(ii) What portion of Rs. 32,000 representing the interest credited in
excess is non-recoverable on account of the employees having demitted
service or other reasons?

As the orders were given effect to with effect from the accounts for
the 1st April 1951, technically there has been no overpayment or
over-crediting of interest. This position was made known to audit. In
these ci;cumstnnces, there is no amount which can now be regarded as
overpaid.

(iii) What action has been taken against the Accounts Officer con-
cerned for making a wrong interpretation of the rule relating to the
calculation of interest on the Government contribution to the Provi-
dent Fund subscriptions? Why could not the mistake be detected by
the Accounts Officer earlier? Is this officer still in service? If so, what
post is he holding at present?

The question of taking disciplinary action against the Accounts
Officer does not arise because this was more a case of revision of rules
rather than an erroneous interpretation by the officer.



APPENDIX XVII
No. 29(9)/D(AG)/53.
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 8th July, 1953

Office Memorandum

SusJecT: —Consideration of the Appropriation Accounts (Defence
Services), 1949-50 and 1950-51 and Audit Reports thereon.

REFERENCE : —Parliament Secretariat Office Memorandum No. 57(4)-
II-FC/53, dated the 2nd July 1953.

(1y Para. 30 of Defence Audit Report, 1951.
Non-recovery of proportionate outfit allowance.

(a) (What is the date on which the defect in the rule was pointed
out in Audit?)

1st March 1949.

(b) (Why did it take about 2 years to take a decision re: the
application of basic rules?)

The position was noticed by Audit authorities who referred. the
matter to Army Headquarters for the correct interpretation of the
orders issued in Army Instruction 16/S/48. The Ministry of Finance
(Defence) agreed with the Audit authorities that the grant of fresh
outfit allowance should be subject to proportionate refund in accord-
ance with the basic rule in the P and A Regulations. The basic rule
referred only to the grant of initial outfit allowance. There was no
reference whatsoever to any subsequent renewals. The Ministry of
Defence and the Services were of the opinion that there was no justi-
fication fof making any proportionate refund of the renewal allow-
" ance, as the renewal was intended to reimburse the officers for the
expenditure they incur on the renewal of certain items of uniform
during the preceding seven years and partly for purchasing new items
on the completion of seven years. Since there was considerable differ-
ence of opinion between the Ministries of Defence and Finance, it was
not really a question of rectifying any defect or omission in the rule.
An entirely new decision had to be taken which naturally took some
time—in fact, there is still a difference of opinion about the justifica-
tion of the decision. Whenever a lacuna is found in the rules,
Government examine the case and take action to amend the rules
suitably. Any such amendment cannot obviously have re ective
effect. The rules as they stood were correctly intended inter-
preted. . Yok

.31
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*(2) Para. 51 of Defence Audit Report—1952—Delay in disbandment
of a hill depot: .

(A report stating the action taken against the administrative
officers concerned who were responsible to employ and pay the per-
sonnel of the hill depot in question till 3rd September 1950 knowing
full well that there was no sanction for the same and thus resulting
in &n e)xtra expenditure of Rs. 20,769, may be furnished to the Com-
mittee).

The hill depot establishment should have been closed down after
the departure of the British troops. However, when it was kept on
beyond the date of sanction, its budget should have been properly
framed and submitted for the sanction of the competent authority.

Headquarters, Eastern Command, investigated the case and stated
that the various Station Staff Officers at Darjeeling, where the hill
depot was constituted, were mostly non-permanent officers who
worked part time as Station Staff Officers and did not appreciate the
organisation and establishment of a hill depot. They considered the
hill depot to be a part of the establishment of the Station Staff Office.
Consequently, they failed to frame budgets or obtain funds fot the
depot. The Joint Controller of Military Accounts, Patna, to whom the
S.S.0,, Darjeeling, was submitting the monthly pay bills of the estab-
lishment continued to pass the bills for payment until June 1949 even
though there was no sanction for the maintenance of this establish-
ment. In May 1949, the J.C.M.A. asked for the authority to the conti-
nuance of the depot but the Station Staff Officer could not produce one.
The J.C.M.A. brought the failure of the officer fo produce the
authority, to the attention of Headquarters, Calcutta Sub Area, on the
"16th July 1949. Immediate steps were then taken -to make arrange-
ments to close down the hill depot and the depot was finally closed on
the 3rd September 1950. Headquarters, Eastern Command, recom-
mended that it would not be of any use pursuing the matter further
as no particular individual could be blamed for the series of irregula-
rities that had occurred. Government sanction, which was sought,
was then accorded in Ministry of Defence letter No. 41183/AG/ORG
1(d)/1032/D(AG) dated the 14th February 1952.

The case has since been reopened and Headquarters, Eastern Com-
mand, have been asked to get the explanations of those concerned for
the various irregularities. It has been pointed out to them that there
was no justification for paﬁing the personnel of the depot with cash
obtained on emergency cash requisitions for the period of 14 months
ending Septembeér 1950. Every effort is being made to try and fix in-
dividual responsibility with a view to consider the question of dis-
ciplinary action against those concerned. The report from Headquar-
ters, Eastern Command, is expected by the 1st August 1953.

- —

* See also Appendix XVIII




APPENDIX XVIII
Hill Depot—Darjeeling.

1. All Hill Depots should have been clesed down after the departure
of the British troops in India. As the Hill Depot at Darjeeling was
continued after the departure of British troops, a proper budget esti-
mate for it should have been framed and submitted for allocation of
funds and sanction of the competent financial authority. Neither
course was, however, followed.

2. The following irregularities occurred in this case: —

(a) Sanction of the competent authority was not obtained to
the continuance of the Hill Depot.

(b) fNo proper budget was framed or allocation of funds asked
or.

(c) Sanction for a proper establishment of the Hill Depot was
not obtained. ‘

(d) Funds for pay and allowances of the personnel employed in
the Depot were obtained on Emergency Cash Requisitions.

3. Headquarters Eastern Command, investigated the case and
found that the various Station Staff Officers at Darjeeling, who were
non-permanent and part-time incumbents did not appreciate the im-
plications of a Hill Depot establishment, and considered it to be a part
of the Station Staff Office. They did not, therefore, frame budgets nor
applied for allotment of funds. If they had done so, the case would
have been noticed by the Formation Commander concerned. The
Joint Controller of Military Accounts, Patna, to whom the monthl
pay bills of the establishment were submitted by the Station Sta
Officer, Darjeeling, continued to pass them until June 1949, although
there was no proper authority for the maintenance of the establish-
ment. In May 1949 when the Joint Controller of Military Accounts,
Patna, asked the Station Staff Officer Darjeeling to produce the
authority for the maintenance of the Depot, the Station Staff Officer
could not da.so. This failure was not reported by the Joint Controller
of Military Accounts to any higher authority until the 16th July 1949.
On that date a copy was endorsed by the Joint Controller of Military
Accounts to Headquarters Calcutta Sub Area. The local Formation
Headquarters thereupon took steps to close down the Hill Depot estab-
lishment and this was completed on' the 3rd September 1950.

4. The case was recommended to Government for regularization,
and necessary sanction was accorded in Ministry of Defence letter No.
41183/AG/Org.1(d)/1032/D (AG) dated 14th February 1952.

5. The case was reopened recently with a view to affixing responsi-
bility for the irregularities on the officers concerned, and disciplinary
action against them. After going through the records carefully it has
been found that all the persons responsible for the irregularities had
either been released or retired, and were therefore not available for
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disciplinary action. Further, the individuals responsible for the irre-
gularities cannot be tried by Court Martial at this stage because under

ection 122 of the Army Act, 1950, no trial by Court Martial of any
person for any offence (except those of mutiny, desertion or fraudu-
lent enrolment) can be commenced after the expiration of a period
of three years from the date of such offence.

6. In the circumstances it is not possible to take any further action
in the matter and there is, therefore, no alternative but to treat the
euse as closed.



APPENDIX XIX*
Ministry of Defence.

Statement containing the information promised by the representatives
of the Ministry of Defence at the meeting of the Public Accounts
Committee on the 3rd July 1953 in respect of para. 8 (Payments
relating to settlement of cases out of court) of Defence Audit
Report, 1951.

{i) The names, addresses, etc., of the Directors of Messrs. New India
Construction Co., Ltd.

Shri J. P. Lentin, Sole Proprietor, The New India Construction Co..
‘Lentin Chambers, Dalal Street, Fort, Bombay.

(ii) A copy of the Arbitrator’s award
Copy enclosed as Annexure ‘A’.

(iii) A copy of the relevant extracts from High Court’s judgment in
this case; and

An extract from the High Court’s judgment setting aside the award
is attached as Annexure ‘B’.

(iv) A note summing up the grounds on which the Advocate-General
suggested the compromise.

Extract from letter dated the 14th March 1950 from Shri C. K.
Daphtary Advocate General, Bombay, to Shri Bhawani Shankar Rao,
F.A., is attached as Annexure ‘C’.

Annexure ‘A’
e Copy of the Award

KNOW ALL MEN unto whom these presents shall come, I Sydney Moody
Blagg, Lieutenant Colonel of the Royal Engineers, Member of the Institution
of Electrical Engineers, London, Member of the American Institution of
Electrical Engineers, SEND GREETINGS.

WHEREAS by an arbitration agreement contained in a Contract Docu-
ment entitled. “D.C.E. Bombay Area No. 14 of 46/47, dated the 18th of
March 1947,,made between the Governor General in Council, as represented
by the Deputy Chief Engineer, Bombay Area, Bombay and Mr. J. P. LENTIN,
.Sole Proprietor of the New India Construction Company of Lentin Chambers
‘Dalal Street, Fort, Bombay, it was agreed to refer aﬁ matters in dispute
:arising out of the works and undertakinﬁg covered by the said contract
«document. D.C.E. Bombay Area No. 14 of 46/47” to a so{e Arbitrator; AND
"WHEREAS differences and disputes have arisen concerning the works
undertakings covered by aforesaid Contract Document; and Whcreas atgg
Chief Engineer, Southern Command did nominate me as Arbitrator, and I
accepted the nomination and the parties accepted me as Arbitrator to decide
the said dispute.

NOW I, the said Sydney Moody Blagg aforesaid as Arbitrator have taken
upon myself the burden of this Reference and having weighed and considered
several allegations of the said parties and also the voucﬁers and documents

*See also Appendix XX. . | BEUNES S
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that have been given in evidence before me; and having visited and ins‘fect-
ed the works in the presence of both the said parties together; and the
Claimant having informed me during the course of the hearing, that he
withdraws from the Reference his claim in respect of “Works car idle from
20 February to 7 April 1847” and the Claimant having also informed me,
during the course of the hearing, that he accepts an offer made by the Res-
pondent of rupees three thousand seven hundred and fifty (Rs. 3,750) against
the claim for “extra purchase price of Mangalore tiles” and havi informed
both the said parties that I shall write in my Award this sum l:)"gered and
accepted; and having been requested by both the said parties take into con-
sideration a supplementary claim which the Claimant submitted and which
relates to the same matters in dispute and having agreed to decide this
supplementary claim along with the other claims do hereby MAKE and
PUBLISH this my award in writing of and concemli)zg the matters so referred
to me as follows, that is, I AW AND ADJUDGE that in the disputes
about the date of acceptance of the tender and delay in handing over the
site; delay and hindrance in consequence of failure to remove ordnance
stores from bays of sheds; hold up of the work while changes in design were
under consideration; failure to supply water for the works and failure to
secure supply to controlled stores for the work; the Claimant LENTIN
succeeds In his action against the Respondent as represented by the Com-
mander, Royal Indian Engineers Bombay and established his claim for the
most part, THEREFORE 1 AWARD AND DIRECT that the respondent shall
pay the Claimant, in full and final settlement of all claims, a sum amounting
to Rs. Two Lacs Fifteen thousand, six hundred and seventy four
(Rs. 2,15,674) and in addition to this sum the Respondent shall also pay the
Claimant the sum of rupees three thousand seven hundred and fifty (Rs. 3,750)
which he offered and which the Claimant accepted during the course of the
hearing AND I FURTHER AWARD AND DIRECT that the Respondent shall
pay Claimant’s costs of the Reference as set forth below:—

Against the receipt of Mr. K. A. SOMJEE, Barrister-at-Law, Claim-
ant’s Counsel in the Reference a sum amounting to rupees two
thousand seven hundred (Rs. 2,700). And further against the

recelipt of Messrs. Mazagaonwalla & Co. Claimant's Solicitor in

the }geference, a sum amounting to Rupees, three thousand four

hundred (Rs. 3,400).

AND I ALSO DIRECT that the Respondent shall bear the cost of the stamp
duty on the Award and two copies thereof, amounting to a sum of Rupees
thirty six (Rs. 36). .

IN WITNESS my hand this twenty-fifth day of February 1948.
(Sd.) 8. M. BLAGG.

Annexure ‘B’

Extract from Judgment of the Honourable Mr. Justice Tendolker, High Court .
Original Side.
Awarp No. 46 or 1948,

The first objection that is urged against the award is that it awards to the
Claimants an amount in excess of their claim. The Claimants had put in
before the arbitrator particulars of their claim which contained 26 items
togllin" Rs. 2,72,187-11-6. There was an additional unnumbered item at the
end “Loss of time, loss of interest, business losses and damages for breaches
of contract etc.” against which no specific amount had been shown as
claimed. Against this claim the arbitrator allowed a sum of Rs. 2,15,674 and
a further sum of Rs. 3,750 was allowed by consent and the arbitrator allowed
_two sums aggregating Rs. 6,100 by way of costs.  On these figures it is urged
hy the Claimants that the arbitrator has in fact awarded less than what they
claimed and not more. That would ap| to be so at sight. Unfortunately
for the Claimants the arbitrator has in his award set out the heads of claim
in respect of which, in his opinion, the Claimants succeeded. By implication
he must be deemed to have disallowed all claims not covered by those

different heads. The award sets out:

“1 award and adjudge that in the disputes about the date of acceptance

a‘:t the tendei' agd delay in handﬁxg over the site; delay and hind-

rance in consequence of failure to remove ordnanca stores from

: bays of sheds; hold up of work while changes in designs were
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under consideration; failure to supply water for the works; failure
to secure supply of controlled stores for the works; the Claimant
....succeeds in his action against the respondent :and....estab-
lished his claims for the most part”. '

Now if one looks at the particulars of the claim item No. 25 is “twenty per
cent. profit including interest on our capital on above total of Rs. 2,13,964-2-3,
the total being the total of the first 24 items in the particulars. It is difficult
to see how any claim for profits can legally be made out as damages but quite
apart from this consideration, which may not be relevant for the purposes
of determination of the present petition, this item clearly does not fall within
any of the heads of claim which the arbitrator holds as established. He must,
therefore, be deemed to have disallowed this item of claim. Item 26 relates
to costs. Since costs have been separately allowed in the award this item
again is not taken into account in making a lump sum award of Rs. 2,15,674.
It is also clear that with regard to the last item which appears under item
No. 26 and which, as I have set out above, shows no figure against it the
arbitrator has not in his award stated that he allows anything in respect of
these claims which must by implication be deemed to have been refused. The
five claims enumerated in the award can thus relate only to the first 24
items in the particulars of the claim which total to Rs. 2,13,984-2-3. Out of
these items again item No. 5 for Rs. 1,575 was withdrawn by the claimants as
mentioned in the award. Item No. 11 for Rs. 3,812-8-0 was settled by consent
for Rs. 3,750 which has been awarded separately. Therefore excluding these
two items from the sum of Rs. 2,13,984 the total claim in respect of the heads
of claim allowed by the arbitrator comes to Rs. 2,08,596-10-3. It is obvious
that the amount awarded exceeds this amount by over Rs. 7,000. The com-
plaint of the Petitioner is, therefore, justified. The arbitrator had no juris-
diction to award any amount in excess of the claim and in so far as he does
S0 gﬁ is guilty of legal misconduct. On this ground alone the award is liable
to set aside.

The next objection urged on behalf of the Petitioner is that in awarding
damages for failure to secure supply of controlled stores the arbitrator was
acting without jurisdiction. There are only two items in the particulars of
claim which relate to this head viz., Item No. 18 Cement Rs. 2000 and Item
No. 24 Nails Rs. 5000. Now by virtue of clause 7 of the contract between the
parties the Petitioner was liable to supply articles mentioned in Exs. A and C
to the tender. In ex. A there is only one item which is neither cement nor
nails and in Ex. C there is no item. It is clear therefore that under the
contract there was no obligation on the Petitioner to secure the supply of
either the cement or the nails which were the only two items of controlled
stores in res of non-supplgl of which damages were claimed and have
been allowed. In my opinion the arbitrator had no jurisdiction to award such
damages. Mr. Taraporewalla had contended that* the amount allowed in
respect of these two items are only Rs. 2,000 and Rs. 5,000 and the award may
be set aside to that extent only but this contention is clearly untenable
because the award is a lump sum award and it is not open to the Court to
separate from the lump sum any items which obviously were taken into
account by the arbitrator. The award is liable to be set aside on this ground
also.

The rest of the objections to the award urged on behalf of the Petitioner
proceed on the footing that all items of claim from No. 1 to 24 except No. 5
and 11 have in any event been allowed in full althm:fh. of course, as I have
held earlier an excess amount in fact has been awarded.

The first of such objections is that damagg; have been claimed and
allowed as from the 20th of Februa? 1847 while they should have been
allowed only from the 7th of April 1947. Item No. 3 claims an amount in
respect of salaries of staff for the period between the 20th February 1947
and the 7th April 1947. Item No. 4 claims damages for a truck lying idle
during the same period. It must have required great courage on the
of the Claimants to put forward such fantastic claims. It is quite obvious
that the agreed date of handing over the site was the 7th of April 19047, but in
any event that date cannot be earlier than the 20th of March 1947 which was
the date mentioned in the letter of acceptance dated the 18th of March 1947.
The claimants in their wisdom thought fit to withdraw item No. 5 but they did
not act similarly in respect of items Nos. 3 and 4. Their courage was rewarded
in that the arbitrator appears to have awarded both these items of Rs. 3,080
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and Rs. 2250 in full. As part of the same argument my attention was drawn
also to item Nos. 20, 21 and 22. These items claim damages in respect of
salaries of staff, costs of a staff car to take engineers and supervisors to
works and back and Mr. Lentin’s personal visits to works during the period
between the 20th of June described as the date on which the work was to
have been completed, and the 30th of November 1947. Here again the date of
completion was agreed between the parties to be the 7th of August 1947 and
on what conceivable footing the claims could have been made on the basis
that 20th of June was the date on which the work was to have been com-
pleted, it is difficult to see. The basis of the award in respect of these items
quite obviously is that the date of commencement of the work was the 20th
February and the date of completion the 20th of June. This is quite obviously
legally untenable. On the face of it therefore the award is obviously errone-
ous and on this ground again it must be set aside.

L] L] L L] »

Lastly although this has not been made a ground for challenging the
award in the petition the allowance in full of the items which I have discussed
above and the award of a sum which on the face of it is nothing short of fan-
tastic is to my mind strong evidence of the fact that the arbitrator never
applied his mind to any matters before him. A glance of some other parti~
culars of the claim also leads to the same conclusion. Thus item No. 3 claims
the salary of staff from the 20th of February to the 7th April and item No. 20
claims the salary of staff from the 20th of June to the 30th November. Quite
obviously if the arbitrator had applied his mind to these two items he would
be bound to disallow the claim in respect of salary of at least a month and
a_half. If these two items are allowed in full as they apparentlg are, the
claimants paid for their staff only from the 7th of April to the 20th June 1947
i.e. roughly for a period of two and a half months while the period for com-
pletion of the contract was in any event to be four months and they thus
escape their ordinary liability to pay for the staff for the full period for com-
pletion which was originally contemplated.

Again, if one looks at item No. 4 and 7 which relate to a claim for a truck
lying idle the damages are calculated at Rs. 50 per da¥. The amount to my
mind is very gross and if the arbitrator had applied his mind to it at all he
could not have conceivably allowed it. The two items together total Rs. 11,950.
In my opinion therefore the arbitrator has failed to apply his mind at all to
any of the matters before him and he has thus been guilty of legal mis-
conduct. On this ground also the award is liable to be set aside.

However in so far as a sum of Rs. 3,750 has been awarded separately in
respect of item No. 11 by consent and that part of the award is separable
from the rest. I set aside only the rest of the award.

Annexure ‘C’

Extract from letter dated 14th March 1950 from Shriyut C. K. Daphtary, Bar-
at-Law, Advocate General of Bombay to Shriyut K. Bhavanishankar
Iléao, gz?ﬁpcial Adviser to the Government of India, Military Finance,

ew Delhi.

Dear Sir,

This relates to certain groceedings in the High Court of Bombﬁy arising
out of an Award made by Col. Blagg in the disputes between the New India
Construction Co., and the Dominion of India, e firm acted as Contractors
for the Military in regard to certain construction at Kandivli in Greater
Bombay. The contract was a lump sum contract and the stipulated amount
was duly paid. When I say duly, I mean the exact sum was paid but after
the very great delay which one ysually associates with the Government of
India. Contractors then claimed a sum of over Rs. 2,78,000 under various
heads of extra expenditure and damage sustained by reason of the fact that
various acts to be done at times stipulated for in the contract by the Military
were not done at those times and certain obligations which lay upon the
Military Authorities were also not carried out. The Award as ultimately
made 1s for the sum of Rs. 2,15,674 plus Rs. 3,750 plus Rs. 6,100 for costs. This
Award was challenged by the Dominion by Petition in the High Court and
the learned Judge trying the matter set aside the Award for certain reasons
recorded in his jgudgmen . From this an APpeal was filed and I appeared for
the Dominion at the hearing of the Appeal. :
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2. On reading the papers before the matter came uf I was definitely of
the opinion that the Judgment of the Lower Court cou d be sustained with
the utmost difficulty, if at all. I do not think it is necessary to set out the
various considerations which moved me to that opinion. When the Apgea.l
came up for hearing the tendency of the Court was, in my opinion, rightly
in favour of the Appellants and against the Dominion. The result would have
been a decree for the full amount of the Award and also for costs of the
Appeal and also the costs incurred in the Lower Court, which altogether
would amount to about Rs. 2,50,000. The Judges themselves suggested that
it was a fit matter for a compromise between the parties and after certain
amount of negotiations a sum of Rs. 1,59,000 was agreed upon without any
costs being payable of the proceedings in the Court by either * side to the
other. The case then stood over for me to contact the appropriate authorities
with regard to the settlement. The representatives of the Southern Com-
mand, Poona, saw me two days later and I was informed by them that it
would take a considerable time to obtain any final answer from Delhi. As the
matter was to reach again in two or three days, as it did, and no further ad-
Jjournment was possible as the Bench was breaking up, I on my own responsi-
bility and, exercising the discretion which I had, agreed to a settlement on
the terms already mentioned and a decree was accordingly taken yesterday.



APPENDIX XX
No. 58(7)/5570-E/D (Q & Eng),

GOVERNMENT

OF INDIA
MINISTRY OF DEFENCE,

New Delhi—11, the 25th August, 1953.
OFFICE MEMORANDUM

SUBJBCT—Public YAccounts "Committee—Appointment of a

sub-commitiee to investi-

gate into the case referred to in Para. 8 of the Defence Audit Report, 1951,

The undersigned is directed to refer to the Pacliam:nt Se:retariat Office Memorandum
No. 79(1)-FC/s3 dated the 7th August, 1953, on the above subject, and to say that the

information desired is given below :—

(®) Date of filing the fappeal in the
Bombay High Court against the judge-
ment of Mr. Justice Tendolkar,

(s1) Date of the first hearing of the Appeal

(i) Date when the Advocate-General,
bay, first asked for an adjourn-
ment of the proceedings.

(fv) Whether the Advocate-General was
at any stage informed that the Govern-
ment were averse to any offer for a
compromise being made for more than

Rs. 51,000,

3rd January 1949.

6th March 1950.

The

Through the

40

(The Appeal was first scheduled to be
heard on the sth September 1949 but
was later on gostponed and it actually
came up for hearing after 4 months).

Advocate-General asked for a brief
adjournment on the 8th March 1950.

representative of the Chief
Engineer, outhern Command, who
was in touch with the Advocate-General
along with the Central Government’s
Solicitor at Bombay, the Advocate-
wanted to know :— ‘
(a) to what extent would Government be
prepared to effect a compromise ? He
reco. compromise  upto
Rs. 1.5 lakhs.

(b) who would be the competent au-

thority to sanction and authorise the
same ? Ho was told by the re-
resentative of the Chief Engineer,
outhern Command, that the aut
would be E-in-C, Army Head-
uarters, in consultation with  the
inancial Authorities at Delhi. The
Advocate-General, however, stated
that the Honourable Judge was not
repared to post the case to a
?un.he: date and that he could get
%nlhz a couple of days’ adjournment.

ity

representative of the Chief
ineer, Southern Command,
was in touch with the BE-in-C’s

Branch from the 8th March 1950.
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On the 9th March 1950, the Advo~
cate-General was informed that the
authorities were not likely to agree to
anything beyond Rs. 70,000.

As no final decision from Delhi was
received till the 11th March 1950, the
Advocatc-General decided to agree
to the compromise of his own and
the case was compromised on the
13th  March 1950, when it came for

after the brief adjourn-
ment. 4



. APPENDIX XXI -

Ministry of Defence

Note stating action taken by the Ministry of Defence on Item 15 of the
Statement of Outstanding Recommendations of the P.A.C.*

In paragraph 36 of the above report, the Public Accounts Commit-
tee made the following observations: —

“(b) Item 11.—The Committee considered the Memorandum
furnished to them by the Ministry (Appendix XIV) and
desired to know what were the reasons for waiving the re-
covery of Rs. 1,26,433 referred to in para. 3(b) (iv) of the
Memorandum. The Committee also wanted to know what
was the present position of recoveries mentioned in para.
3(c) of the Memorandum. In regard to the first point, the
Committee were promised to furnished with a note
stating the reasons for the waiver. As regards the second
point, it was stated that there had been no change since‘the
Audit Report was printed and actually no recoveries had
been made. The Committee desired that the Ministry of
Defence should explore all possible avenues to effect re-
covery and that a report stating the attempts made by them
in this respect should be submitted to the Committee in due
course”,

.

All cases mentioned in para. 7 of the Audit Report for 1949 have
‘been finalised and a statement showing the present positiqn in respect
-of extra expenditure incurred, waived, recovered, balance still due
from the contractors and the amount of security deposits forefeited/
refunded to the contractors, is attached.

3. As regards the reasons for the waiver of a sum of Rs. 1,26,433
(which is shown under column 4 against “B” of the attached state-
‘ment), attention is invited to the remarks pertaining to this item in
the statement.

4. Details of the steps taken to effect recovery of the amount still
-due from the contractors, have been given in the remarks pertaining
to “C” of the statement. .

Note:—This note has been prepared taking into account the comments
of the D.A.D.S. and the details of particulars furnished in the
statements are in accordance with his suggestion.

*See Appendix I. . I R KA K3 |
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STATBMENT “D*»
(Figures are in rupess.)

Number of Amount of Amount of Amount reco-  Amount of

Seriel  Neame of the comtractare contracts extra extra verable from security - Remarks
No. . tendeted expenditure, expenditure contractors deposit
iicurred waived forfeited
1 Sh. Abdwl Gheni snd Som s $0,932 6 2 80932 6 2 Nil 10,850 0 o©°

*Thie is in addition to those forfeired eide item 3 of the Statement A and item 17 of statement C.

Ly



APPENDIX XXII
Ministry of Defence.

Note stating action taken by the Ministry of Defence on Item 5 of the
Statement of outstanding Recommendations of the P.A.C.*

1. While recommending that urgent steps be taken to draw up
suitable forms of contracts providing adequate safe-guards to protect
‘Government interests for use by Purchasing Organizations, the P.A.C.
drew attention to Para. 6 of their Report on the Accounts for 1947-48
(Post-partition) wherein the desirability of prescribing standardised
forms of agreements drawn up by committee consisting of the repre-
sentatives of the Ministries of Finance, Defence and Law, after review
of the existing ones, were to be brought into use.

2. In so far as the Contract forms in use in the M.E.S. are concerned,
they are generally on the model of War Department contracts and pro-
vide reasonable safeguards to protect Government interests. As a re-
sult of their use over a considerable length of time before and during
the last War, however, these forms were revised in 1947 in consultation
with the Ministries of Finance (Defence) and Law. Since these forms
were taken in use in early 1948, it was found necessary to further
amend them. As a result some amendments were finalised and incor-
porated in these forms during 1948 to 1950. Certain further amend-
ments were drafted and sent to the Ministry of Finance (Defence) in
‘batches during September to November 1951, but were held up in view
of the P.A.C.’s recommendations to set up a Committe¢ vide para. 1
above. The question was considered in consultation with the Minis-
tries of Finance and Law and the view taken was that it was impossi-
ble to lay down a uniform contract form for the use of all the Minis-
{ries nor did it seem to be intention of the P.A.C. However, the
amendments pro; to be carried out in the Contract Forms per-
taining to the M.E.S. Organisation appeared to be on the lines desired
by the P.A.C. Since then efforts are being made to finalize the out-
standing amendments in consultation with the Ministry of Finance
(Defence) and Law, and already certain important amendments have
been finalised and issued.

3. A statement showing the defects removed by these amendments
is attached as annexure ‘A’.

Annexure ‘A’
Note on Defects remedied by important Amendments.

Defects removed.
Amendment.

Ne.

10. Conmtractars are now under obligation to pay *Fair Wa('&" to the
Labour, due to specific provision being made in the Contraet.

¢ See Statement at Appendix I.
4 'k
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12. Contractor’s agreement to issue old serviceable materials in respect
of Term Contract, is not necessary. The Garrison Engineer may issue
such materials if available. .

15. Supply of water for construction etc., from MES sources did not form
part of the contract and was previously treated as a separate trans-
action. The uncertainty about MES water supply to contractor, at
the tender stage, was treated as a gambling element by the con-
tractor. The amendment removes this defect and provides for issue
of water, available, from MES sources, at a stipulated rate.

19. Tools and Plant were previously issued on loan to the contractor and
the rate covered the wages of crew, fuel and lubricants only. There-
fore, there was no incentive on the part of the contractor to use
T & P efficiently.

The amendment carried out provides the issue of T & P on Hire
and the rates cover Depreciation, Interest, Maintenance, Crew, Fuel
and Lubricants etc. e Hire rates being much greater than the
rates on loan, the contractors do not allow the T & P remaining idle.

22. Periodical Services, viz., painting, white washing etc., have been ex-
cluded from the scope of the Term Contract and are being carried

under a separate contract at rates cheaper than those under the Term
Contract.

20. No provision existed for Extension of Contract period due to: —
(i) delay in issue of Govt. stores, or
(ii) reasons beyond contractor’s control.
Non-issue of Government stores is tantamount to a breach of contract
by the MES and it is not equitable to refuse extension to contract

perlgi,tor reasons which are entirely beyond the control of the con-
tractor.

The amendment provides the remedy.

27. The amendment removes the ambiguity and clarifies the position for
delay when the buildings are phased or grouped for the purpose
completion dates.

28. ) The contract could not be cancelled by the MES prior to the expiry
29. »of contract period even if the contractor did not proceed with the
J works, with due diligence.
The amendment provides for cancellation in such circumstances and
also in the event of death of the contractor. It also provides for can-
cellation of contract in part or in full, for default on the part of
contractor.

32. The Amendment makes the contractor responsible for supplying
wholesome drinking water for the labourers.

88. The definition of “Fair Wage” has been revised, due to discontinu-
ation of Nerrick rates of labour.

35. “MES Contractor’s Labour Regulations” have been incorporated im
the conditions of Contract.



APPENDIX XXIII
Misistry of Defence—D(CAOTG)

Consideration of the Appropriarion Accounts (Defence Services 1949-50 and Audis
Repor? thereon.

At the meeting of the Public Accounts Committee held on the 11th July, 1953, the
representative of this Ministry promised to furnish the P.A.C. with information relating
w the proportion which the expenditure incurred on provision of covered accommodation
for stores bears to the towl capital expenditure incurred during the years 1948-49,.
1949-50, 1950-51 and 1951-53. The required information is given below:—

Year Total capital expen- Expenditure on pro- Proportion that:

diture. vision of covered ac- the latter (col. 3)

commodation for bears to the former:
stores. (col.2).

1 , ‘ 2 3 4 ) i
(In lakhs of rupees).

1948-49 240°32 ’ 12°94 . 5-38%
1949-50 461°53 4354 9°43%
195051 380:26 3367 3-85%
1951-§2 529:38 49°41 9.33%




APPENDIX XXIV
Ministry of Defence—D(0&C)

‘SuBJECT: —Non-recovery of hire charges for stores issued on hire Para.
8 of the Second Report of the Public Accounts Committee on the
Accounts of 1948-49 (Railways and Defence Services). Item 8 of
the statement* of outstanding Recommendations.

The observations and recommendations of the Public Accounts
Committee made in para. 8 of their second report on the Accounts of
1948-49 (Railways and Defence Services) have been examined. The
necessity for overhauling the machinery for recovery of hire charges,
which the Committee recommended, has been accepted and pursuant
thereto, detailed instructions have been issued to both the accounting
authorities and the Depots. These instructions it is hoped, will ensure
the quick recovery of hire charges, b{ laying down separate responsi-
bility:—(a) for issue of stores—mostly tentage, (b) for the return of
stores when done with, and (¢) for watching the progress of recovery
of the hire charges. Provision has also been made for inspection and
-checking of the stores on their return and recovery for damages, other
than those due to normal wear and tear, to the returned stores.

The instructions issued tp the accounting authorities ensure audit
of Registers and documents maintained by the Depots and mainten-
-ance of a complete record of all hire issues and prompt realisation and
credit to the Government.

2. The outstandings from the Railway Department and the Thom-
son College, Roorkee, adverted to by the Committee in the Report, are
being realised. Vouchers have been sent for acceptance and the old
accounts are being closed.

*See Appendix 1.



APPENDIX XXV
Ministry of Defence D(C&L)

Sunsect: —Statement showing profit/loss made by individual Military
Farms during the years 1948-49 and 1849-50.

“32. The Committee observed that the only trading account of Mili-
tary farms which was furnished in the Appendix was a consolidated
account of all farms. As the number of farms had greatly increased
they desired that separate trading accounts ' for farms by Commands
or circles should be furnished in future in order to enable them to see
which set of farms was being run at a profit and which at a loss. This
would enable them to exercise better control”.

In accordance with para. 32 (reproduced in the margin) of the pro-
ceedings of the Military Accounts Committee on the Accounts of
1843-44) Command-wise Accounts of Military farms are furnished to
the members of the Public Accounts Committee to enable them to see
which set of farms is being run at a profit and which at a loss. As the
Military farms are now running at a profit, losses, if any, sustained-at
individual Military farms are not ascertainable from the Command-
wise Accounts which show only the resultant profits in each Com-
mand. It has therefore been decided in consultation with the finan-
cial and audit authorities to furnish for the information of the
members of the Public Accounts Committee a statement (Annexure
A) showing profit/loss made by each individual Military farm instead
of Command-wise Accounts. The reasons for variation in profit/loss
are also shown separately in the form of a statement (Annexure-B).

2. The data contained in the attached statement have been test
checked by the Director of Audit, Defence Services.

Annexure ‘ A’

Statement showing the break-up by individual Military farms of the net profit shown
in the Consolidated Profit and Loss Account of Military Farms at page 12 and para
6 of page 1 of the Commercial Appendix to the Appropriation Accounts of the Defence
Sevices for the year 1949-50. 4

Name of Farm 1048-49 . 1949-50
Loas(—) Loss (=)
Profit (+4) Profit (+)°
Bastern Command
m& . (=) 33,593 (=) 72,629
ad . ( +g 23.976 g 'f% 86,222
Bﬂ!ﬂl, . + 33,779 - 43:5 3
Dehra Dun . 54—) 30,011 (— 25,527
JThansi . . (+) 63,449 (+ 67,569
Kanpur (+) 28,934 (+ 83,500
Lucknow (=) 131,099 (—) 60,605
Meeruat (+) 4,28,711 §+; 49,334
Namkum (+) 88,090 — 26,983
Panagarh (+)  1,34,690 . (+) 2,71,808
ToTAL (+) 680,948 (+) 3,30,163

§2
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Name of Farm 1948- 9 1949-50
Loss (—) Loss (—)
Profit (+) Profit (+)
-—
Southern Command
Ahmadnagar <« (4) 645040 (+) 17,758
Bangalore . . . (+) 8,27,074 (+) 1,41,830
Belgaum . . . (=) 11,770 (+) 10,880
Deolali . . . (+ 26,167 (+) 11,48,883
Jabbalpore . . . (4) 1,12,045 gD 73,850
Katni . . . . (#) 13,490 Since closed
Kalyan e e (=) 270874 (—) 85,468
Kirkee. . . . (+) 21,840 (—) 1,00,100
Pimpri . . .« (+) 84,232 (=) 28,444
Secunderabad . . . (+) 9,663
Wellington . . e (=) 55,139 (=) 23,730
ToTtAL (4) 8,11,105 (F) 1,658,122

Western Command

Anbala. o . « (+) 1,856,332 (+) 2,50,991
Delhi » . . o (F) 2427,533 ) 82,731
Ferozepore « . « (+) 77799 (F) 1,89,681
Jullundur o o (+) 2,99.955 (-F) 79,319

Kasauli . . « (=) 37,276 Since closed
Mhow | « o o () 84814 (+) 1,87,729
Pathankot . . « (+) 501,168 (+) 5,35,226
TOTAL . (+) 12,20,995 ‘ (+) 13,25,677

Command Stores

Meerut and Kirkee. (=) 14,541 (+) 1,22/022
GrAND TOTAL . (+) 26,898,507 (1) 19,42,984

Adjustment on account of
Defence Accounts Depan-

ment chnrges . (=) 5,923 ) 4,752
Nst PrOMIT 26,92,584 19,47,736
Note :—
During the year 1948-49 the Military farms made a profit of Rs.26,98,507.

This figurc has been arrived at after adjustment of Rs. 1,26,865 on account of
Defence Accounts Department charges for internal check. The correct
amount that should have been adjusted on that account works out to-
Rs. 1,32,788, which means that the actual profit for that year amounts to-
Rs. 26,92,584.

Similarly the Military farms during the year 1949-50 adjusted in their accounts
Rs. 1,17,933 on account of Defence Accounts Department charges for in-
ternal check. The amount is in excess by Rs. 4,7s2. This means if the
correct amount, wie. Re. 1,13,181, had adjusted, the actuah
profit would have been Rs. 19,47,736 as against Rs. 19,42,984, shown against
the graad total.
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ndices to the Appropriation Accouats for the years 194849
owever, contain the correct figures of the Defence Accounts

Department charges and the net profits,

Annexure ‘B’

Reasons for variations in profit on inlividual Military farms during the year 1949-50
s compared with 1948-49 are given below: —

Allahabad

Thansi

Kanpur
Meerur

Panagarh.

Ahmadnagar

Bangalore

Belgawn .

Jabalpore

Secunderadad .

Dl . .

Eastern Command

(a) Increased production of fodder.

(b) Increased receipts of miximum and minimum charges
from units.

(c) Increased realisations from sale of grazing rights of
land, usufruct of truit trees and production of gram
from farm land.

Pnyme:é of arrears of pay and allowances under New Pay
e.

Increased production of grain and fodder from farm land.
(a) Write off of buildings.
(b) Payment of arrears of pay and allowances.
(c) Rearing of additional young stock.
(d) Improvements to temporary buildings.
(e) Purchase of bhoosa at high rates. .
Increased trade at Military Farm Depots Calcutta and
Shillong.
Southern Command

(a) Rearing of more dry stock.
(b) Payment of arrears of pay and allowances.
(¢) More construction of temporary buildings.

(2) Amalgamation of Military Farm t, Secunderabad
with this farm during 1948-49 was alone responsible for
a profit of Rs. §,12,000.

(b) Increase in administrative charges.
(¢) Reduction in value of newly purchased buffaloes.

During the year 1948-49 a sum of Rs. 35,740 was wrongly
:?iusted on account of Military Credit Notes.

(2) Receipts due to transfar of Nasik Road buildings.
(b) Valustion of home-bred young stock.
(2) Purchase of ice at higher rates.
(b) More repairs to machinery.
(¢) Death of three Friesian bulls.
(d) Reduction in value of newly purchased buffaloes.
This farm started running as an independent concern with
effect from 1st April, 1949.
Western Command

{a) Reduction in Establishment.

(b) Pricing of stocks at incorrect rates which were higher
than the actual rates.

() Decrease 'in trade due to movement of troops.
(b) Adjustment of administrative charges for the yoar

1948-49 in 1949-30
© Afgirumm of maintenance charges of Motor vehicies

the year 1948-49 in 1949-90.
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(d) Bxtra profit taken during the year 1948-49 on account
of cost of temporary buildings of poultry farm handed
over twilitnry ineer Services d?cb?il ciun::rrfct
accoun as no payment in respect of s for
which credit was taken was adjusted by this farm.

Forozepore . . () Transfer of fodder to Advance Base Supply Depot,
Pathankot,

(b) More receipts of maximum and minimum charges.

(©) Readjustment of interest charges as during the year
1948-49 Rs. 27,438 were adjusted in excess through an. -
error.

(d) Less expenditure on temporary buildings.
Sullundur . . + (a) Less production of fodder due to failure of rains.

(b) Rearing of all buff young stock.

(¢) Re-roofing of temporary buildings.

(d) Reduction in value of newly purchased buffaloes.

(e) Increased administrative charges.

Mhow . . . . Issue of more fodder to Army Service Corps.
Pathankot . . . (a) More receipts of interest charges on Government
Account ‘C’,

(b) Receipt of departmental charges on fodder supplied to-
Army Service Corps.

Command Stores

Meerur o . . « (a) Reduction in Establishment charges.

(b) Increased realisations of handling charges as a result:
of issues of more stores.

Ragz?ns for losses on individual Military farms during the year 1949-50 are given.
ow :—

Eastern Command

Common causes for losses practically on all the losing farms in the Com mand’
during the year 1949-50 were as under :—

(a) Less sales of dairy produce due to decrease in the strength of the-

garrison. '
‘(b) Increase in the rates of grains purchased.

(c) Rearing higher percentage of calves,
Specific causes pertaining to individual farms are as follows:—
Military Farm, Agra (Loss Rs. 72,629)
(a) Charges pertaining to previous year adjusted during 1949-50:—

Rs.
v Electricity charges . . o . o . 10,800
Vehicle maintenance charges paid to EM,E. . . 6,400
Interest charges . . . . . . . 5,200
(b) Loss of Baled fodder written off . . . . 3,970

(¢) Due to very little green fodder beiéﬁ available during the year,
the herd was mostly kept on ‘A’ scale. Cost of concentrates was
high and baled fodder cost that was imported was also high.

Military Farm, Bareilly (Loss Rs. 42,583)
The loss is mainly due to re-roofing and repairs done to buildings out of revenue.

Military Farm, Dehra Dun (Loss Rs, 25,527) Rs.
(a) Adjustment of vehicles maintenance charges for the previous year 16,090
(b) Re-roofing of cattle sheds from recvenue . . . . 3,680

(c) Loss of fodder . . . . . . . . . 7,430
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Military Farm, Lucknow (Loss Rs. 60,605)

() Charges for previous years adjusted in 1949-50:— Rs.
Rail Charges . . . . . . . . 6,460
Interest Charges . . . 55630
Vehicles maintenance chnrges pud to E M. E . . 11,750
(b) Re-roofing of temporary buildings trom revenue . 19,130
(c) Expeaditure incurred on production of grains and fodder bnt
receipts therefrom credited during 1950-51. . . 14,680
Miltary Farm, Namhum (Loss Rs. 26,983)
(a) Re-roofing and repairs to buildings from revenue. . . 28,000
(b) Decrease in sale rates for mllk fmm -/6/9 to -/6/- per Ib. resulted inless
realisation by . . . 80,000

(c) Previously requirements of Daury Produoe for Ramgarh were taken
over by the Army Service Corps at Namkum, but commencing from -
1%“9 5o direct delivery is being made at Ramgarh on farm trucks.

8 rcsulted in an extra expcndlture dunng x949-5o nmoum.ing

. . . . . 24,000
Southern Command
Military Farm, Kalyan (Loss Rs. 85,468)
(a) Cost of Revenue Works—such as of re-roofing Cattle Sheds, . 56,857
(b) Adjustment of Railway Warra nt and Credit Note Chnrges pertaimng p
to 1948-49 in the Accounts for 1949-50. . 12,200
(¢) Telephone charges for 1947-48 and 1948-49 paid in 1949-50. . 1,500

(d) Rearing of calves and eventual transfer to other farms at no value, .
feeding of transferrod fodder at hngh hnded cost and more casml~

tics and condemnations. . 15,000
Military Farm, Kirkee (Loss Rs. 1,00,100)

() Cost of Revenue Works. . . . 25,000
(b) Abnormal casualties and loss susmned in the sale of condemned

animals. . . . 36,800
(c) Special depreciation chatges on newly purchnsed ammals R 4,000
(d) Maintenance charges of Motor Vehlcleo for I947~48 adjusted

during 1949-50. . 18,000

(¢) Foeding of baied fodder reocwed from other farms at lngh landed cost 8,000

(f) Cost of barley loss acconnted for in the Accounts for 1948-49 ad-
justed in 1949-50 on receipt of intimation from grain Depots. . 9,000

Military Farm, Pimpri (Loss Rs. 28,444)

l‘l‘hc loss is mainly duc to special d=preciation charges on newly purchased milch
ofttle

Military Farm, Wallington (Loss Rs. 33,730)
() Special depreciation charges on newly purchased buffaloes. . . 13,700

. (b) Reducuon in the sale rate of milk issued during the period 1-4~.
1-7-49 from Rs -I7/6 to Rs. ‘167- per lb‘nfon on 1,06,490
o '/ l’6 p@t e . . . - . . 8;9‘.



APPENDIX XXVI
Ministry of Defence

Mode of recruitment of Engineer Officers to the M.E.S.—both Civilians
and Commissioned Officers.

(a) Army Officers:

(i) Young Officer Cadets—2 years course in the Milital:lg Wing
of the National Defence Academy, Dehra Dun. Then
years Technical University Graduates Course at the College
of Military Engineering, Kirkee.

(ii) Young engineering graduates from Civil Universities attend
a 35 weeks Graduates Course at the College of Military En-
gineering, Kirkee, before being posted to the M.E.S.

Normally after completing either of the above courses, Officers are
first gosted to Engineer Units for some time before being posted to
MES.

(b) Civilian Officers:

(i) By departmental promotion of suitably qualified and de-
serving subordinates.

(ii) B{y advertisement and recruitment (through the U.P.S.C.)
of young engineering graduates.
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APPENDIX XXVII
Ministry of Defence

The extent of work done (in terms of money) through the agenc, of (1) contractors
(i) departmental labour and (ii1) Bngineer (hm%r, ct?)‘ Units durglg he financial years
1949-50 and 1950-51.

sl. No. Detail  1949-50  1950-SI

Rs. Ra,
in lakhs in lakhs

£32-30 482481

1 Capital Outlay . .

2 Works other than Capital (Mn;or Works and Mmor Wo:ka) 93°59 83:67

3 ‘Maintenance Building and Communicstion. . . - 456'47 54228

4 Maintenance and Operation of Installations. . . . 213°29 199°97
1295:65  1308:73

N.B ( Amfm above include National Defence Academy Project, but éxclude

KASHMI Area,

N° definite figures regarding the value of works executed by Daily Employed
.Labour or Bngincet %mu are n'mhble Almost all M.E.S. Works and Maintenance
Services are carried out by Contract ; the employment of Daily Employcd Labour is

y restricted to certain Mxintemnce Services such as repairs to Electrical &

echanical installations, petty repairs to furniture, repairs to pot-holes on mads and the
like. The value of such works would be a very small ction of the total expenditure—say
between 1 and 29
The value of work done by Military Units would be almost negligible, as Units are
generally employed only on Operational Works or in exce cages , where a particular
work has a training value or it is not practicable to conclug:w contracts.



APPENDIX XXVIII
Ministry of Defence

Note re: Para. 53 of Audit Report, 1952—Irregularities in the Naval
. Stores Depot

Q. Did the Ministry of Defence on receipt of the report of the
Court of Inquiry feel satisfied that the Court gad taken due notice of
the fact that proper Accounts in the Naval Stores Depot had not been
maintained and that the Naval Stores Officer and his subordinates had
refused to produce the relevant documents before Audit?

. A. The report of the Court of Inquiry did not reveal any serious
irregularity in the accounting system. The court did take cognisance
of such facts relating to the accounting system as came to its notice
during the proceedings.

Apgain, on receipt of the report of the Court of Inquiry, the question
-of disciplin action was not considered firstly because the Court
of Inquiry did not consider that such action would be justified on the
basis of their findings and secondly because the Audit authorities to
whom the papers were shown also did not suggest that disciplinary
action was called for. No notice can now be taken of this aspect, since
the N.S.O. concerned is no longer in service. Although there might
have been some initial reluctance to produce some of the documents
%o audit they were eventually produced.
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APPENDIX XXIX
Ministry of Finance (Defence)

Q. Does there exist an adequate machinery to cost all work orders
and finished goods produced in the Ordnance Factories under the con-
trol of the Ministry of Defence? Is the costing done on a percentage
basis or for each and every article?

A. A regular Cost Accounting system exists in all the Defence
Ordnance and Clothing Factories under the control of the Ministry of
Finance and this system J)rovides an adequate machinery to cost all
work orders. A cost card is opened for each job undertaken in the
factory and shows the expenditure incurred under different elements
of cost, viz., labour, material and overhead charges separately in each
shop/section of the factory concerned with the manufacture thereof.
On the completion of the job these cost cards are closed and the actual
cost of manufacture is then compared with the pre-determined esti-
mated cost. Costing is done for each and every job order and'not on
any percentage basis. '

« o e »



APPENDIX XXX
Ministry of Defence

Susiect :—Disposal of Work connected with the Public Accounts
Commiittee

The Public Accounts Committee enquired the other day whether
there are satisfactory arrangements in the Defence Ministry for the
disposal of the work arising out of the Committee’s deliberations. This:
is only to confirm what I mentioned to the Committee in reply that the:
Co-ordination Section of the Ministry is responsible for progressing.
action on the P.A.C. report. In a big organisation such as the Defence
Ministry, with its associated Services Headquarters, the Co-ordination
Section is the appropriate section to deal with the P.A.C. report which
affects all the branches and Services. This section receives all refer-
ences from the P.A.C. secretariat and either arranges for necessary rep-
lies to be sent by the appropriate officer where one particular officer
is concerned, or it collects the necessary information from various:
sources and then arranges to send a consolidated reply. It also ensures-
that all action which the Ministry has to take on the basis of the re-
commendations of the P.A.C. is taken and necessary orders issued by
the branches concerned.

Every attempt is made to deal with the P.A.C. m.atters expedi-
tiously. Occasionally, some delay is unavoidable particularly when
the reply to be sent or the action to be taken has to be agreed with:
Finance, Accounts or Audit authorities.
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APPENDIX XXXI T
Ministry of Defence

Report with re erence to the last sub-para. of para. 10 of the Report
of the Public Accounts Committee on the accounts 1948-49

In the above report, the Public Accounts Committee desired that
monthly report of the progress of supply of jeeps under the new con-
tract should be submitted to them. The following is the position with
regard to the submission of the monthly report.

2. In the statement forwarded to the Parliament Secretariat on the
12th June 1952, showing the action taken or proposed to be taken on
the recommendations of the Committee, pertaining to the Defence
Ministry, the entry made in column 6 against the above recommenda-
tion is reproduced below: —

49 jeeps have arrived in India and one jeep is held in Belgium
as a specimen to guide inspection. Due to the increase in
the world price of jeeps, the supplier has asked for a price
increase. It seems unlikely, therefore, that further supplies
will be received against the existing contract. The legal
position is being examined in consultation with the Ministry
of Law with a view to taking a final decision”.

3. The Committee had asked for monthly report “of the progress in
the supply of jeeps”. Since it had been mentioned in the reply quoted
in para. 2 above that no further supplies of jeeps were expected (and
there have been none either since), it was thought that, it was not
nec to send nil report every month. If however, the Committee
intended that nil report should have been submitted, the Defence
Ministry regret the omission which was occasioned in the circum-
stances explained above. .
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APPENDIX XXXII

Note stating action taken by the Ministry of Works, Housing and
Supply pursuant to item 11 of the Statement of Outstanding
Recommendations*,

Procedure followed in respect of procw;ement of stores with particular
reference to Defence indents.

The procedure for acceptance of indents particularly Defence items
is briefly as follows: —

The Ministry of Defence utilise fully the procurement agency of
this Ministry in regard to procurement of Defence stores to be obtain-
ed from the trade and they leave it to the purchase organisations to
arrange procurement in accordance with the specifications indicated
in the indents. ‘

(a) Items procured through D. G. S. & D.—Indents for indigenous
Trade items are placed by the Defence indentors on the D.G.S. & D.
for procurement. All action for procurement is the responsibility of
the D.G.S. & D. except for inspection which is mostly done by a
Service agency.

(b) Items procured from UK/Europe—Indents are placed by
Service Indentors on the Service Advisers to the High Commissioner
in UK. Indents for stores procurable from Service Departments and
Ministry of Supply of H.M.G. are retained by them. But the D.G.I.S.D.
London is responsible for all residual action, e.g., payment of advances
and final payment, taking delivery and despatch to India of stores,
inspection, etc., D.G.I.S.D. is also responsible for all procurement
action in respect of trade items including inspection.

(c) Items procured from U.S.A.—Indents are placed by Defence in-
dentors on the Service Attaches in Washington who retain those in-
dents which are for procurement from the U.S. Government depart-
ments and pass on the rest to the I.S.M., Washington. The division of
functions in U.S.A. is identical with that in UK.

2. On receipt of the indents, the D.G.S. & D. scrutinise them to see
among other things that they are complete in all respects so that they
can proceed with procurement action. The D.G.S. & D. ensure:

(a) that the description and nomenc?ature of stores given in the
indent are clear and free from ambiguity; that specifications
or particulars to guide the supply have been correctly
quoted and are in keeping with the description of stores.
Technical particulars, etc. are vetted by officers of the Ins-
pection wing and points of doubt are clarified by reference
to the indentor before passing on the demand to the Supply
Section concerned for procurement action.

(b) that the packing, consignment insttuctions and mode of
despatch have been clearly specified;

*See Appendix I
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(c) that a date by which supply is required has been stated;

(d) that the indentor has completed the financial cerfificate on
the indent certifying availability of necessary funds to cover"
the cost of stores and Departmental charges (where levi-
able) and have specified the Accounts Officer who will
accept debits after paymeént has been made by the Accounts
Officers of the D.G.S. & D. or, if the Indenting Officer is a
non-Government indentor, whether the indent is accom-
}E)anied with necessary deposit to cover the cost of stores and

epartmental Charges.

Only after all these points have been fully examined and settled
to the satisfaction of the D:G.S. & D, the indent is finally accepted for
procurement action. In case it is found that supply cannot be
arranged by the date specified in the indent, the Indentini Officer is
informed and his prior concurrence to supply by a suitable date is
obtained before covering the demand.

Once the demand is accepted by the D.G.S. & D,, thereafter it
becomes the responsibility of that organisation to arrange supply of
‘the stores keeping in view the date by which supply has been asked
for and the funds provided by the indentor. The Directorate General
is permitted to exceed the Indenting Officer’s estimated rates wihout
his prior concurrence upto certain limits. In the case of Defence In-
dents, according to the present arrangements, the demands can be
covered at rates exceeding the indentor’s estimates upto 66 2/3 per
cent. without prior reference to the Defence indentor, provided the
extra expenditure to be incurred .on this account does not go beyond
Rs. 5 lakhs. '

Supplies are governed by the Standard Conditions of Contract
which have been drawn up by the Government of India in consultation
with the Ministry of Law. The delivery dates stipulatéd in the con-
tract are extended where considered necessary, with or without
penalty. Indenting Officers are always kept informed of such exten-
sions and in important cases they are consulted before granting an
extension of delivery dates. Copies of all amendments to the contract,
whether affecting rate, delivery date or any other term thereof are
invariably endorsed to the Indenting Officer who is thus kept asso-
ciated with every development concerning the contract.

Progress against every demand is watched by the Purchase Orga-
nisations from the time indent is accepted right upto the time de-
liveries are completed. Indentors are kept informed at evetry stage by
igsue of Progress and Delaly Reports and they are thus constantly kept
in the picture concerning the position of their demand and are at
liberty to raise at all stages any point concerning delay or hold up. For
effecting a closer liaison between the D.G.S. & D. and Defence Minis-
try in order to facilitate and expedite the procurement of Defence
stores, a Defence Services Liaison Cell is attached to the organisation
of the D.G.S. & D.

3. The Purchase Organisations of this Ministry act only as agents in
respect of purchase and inspection of the stores. As such, the authori-
ti%zg (gl whose behalf they act are called.upon to bear losses in cases in
which:

(a) they are not lawfully and equitably te be borng by the sup-
pliers or carriers, or
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(b) they are not due to any unauthorised or negligent act on
the part of the Purchase Organisation.

"Cases falling under category ('b,) are dealt with on the general
principles laid down for the investigation and treatment of such
cases by the Government of India.

4. It will be seen from the above that the roles of the various
authorities in the matter of procurement of stores -are clearly
understood and no confusion exists as to the sphere of responsibility
between the Indentors and the Purchase Organisations in regard

to the acceptance of an indent and the arranging of supplies in
satisfaction of the demand.



APPENDIX XXXIII

No. F.10(8)-B/52
GOVERNMENT OF INDIA

MINISTRY OF FINANCE
New Delhi, the 13th May, 1954
Memorandum

In paragraph 40 of the First Report of the Public Accounts Com-
mittee on the Appropriation Accounts (Civil and Posts and Tele-
graphs) of 1948-49 and Unfinished Accounts (Civil) of 1947-48 (Post-
partition), the Committee desired that, until the compilation of
Finance Accounts was printed upto date, the Finance Ministry should
present to them a skeleton of the form devised in consultation with the
Comptroller and Auditor General in which the accounts embracing
the receipt and debt sides in respect of revenue earning Ministries
will be prepared to enable the Committee to make an early start in
the matter of scrutinising the Receipt and Borrowing sides of the
accounts with a view to suggest measures for economising public ex-
penditure. ,

2. The matter has been considered in consultation with the Comp-
troller and Auditor General. The figures of receipts and disburse-
ments under the various revenue, service, debt and remittance heads
for the year can be made available in the forms enclosed.

3. In the case of capital, debt and remittance heads, the progressive
figures cannot be given except under “N-Public Debt” until the
accounts as at the date of partition are closed and the figures of res-
pective opening balances as on that date become available. Only the
transactions during the year can thus be furnished except under sec-
tion “N-Public Debt” where, in addition, the opening and closing
balances of the year can also be furnished.

4. If the above information will meet the requirements of the Com-
mittee, the necessary statements will be prepared and submitted to
the Committee.

[—Genoral Abstract of Receipts and Disbursements
: (In lakhs of Rs.)

Dcmiis“ Actuals Dishufs&ncnts Actusls
Reccipts vide for . for
statement
;e;;nu;: Receipts . . A Expenditure on Revenue R
Account (AA).
Capital Accounts not met B Capital Accounts out-
trom Revenue . side the Revenue Ac-
* count.
Public Debt incurred . C Public Debt discharged. .
Unfunded Debt incurred . ’ Unfunded Debt dis-
charged.
Deposits and Advances . " Deposits and Advances. .
Loans and Advances by 3 Loans and Advances by
the Central Gqvernment _the Central Government.
Remittances . . . " Remittances. .
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I—General Abstract of Receipts and Disbursements—contd.
(In lakhs of Rs.)

Receipts Details  Actuals Disbursements Actuals
vide for for
‘statement
Transfer of Cash between Cc Transfer of cash between
Bngland and India .. England and India.
Reserve Bank Peposits » Reserve Bank Deposits.
“Total Receipts . . Total Disbursements,
Opening Balance . . » Closing Balance (BB).

(AA) Revenue Surplus/Deficit during the year =
(BB) Increase/Decrease of balance during the year =

STATEMENT A
Summary of Revenue and Bxpendsture

(In lakhs of Rs.)
Revenue Revised  Actuals Expenditure Revised  Actuals
Bstimates BEstimates
I 2 3 4 5 6

1. CONSOLIDA- 1. CONSOLIDA-

TED FUND OF TED FUND OF

INDIA— INDIA—
PRINCIPAL DIRECT DE-

HEADS OF RE- MANDS ON

VENUE-— THE REVENUE—
1,—Customs . 1.-—Customs .
Il.—Union Excise 2.—~Union  Excise

Duties. Duties.
III.—Corporation Tax 3.--~CorporationTax,
IV.—Taxes on In- 4.—Taxes on In-

come other than come other than

Corporatior} Tax. Corporation Tax.
V.-—Estate Duty 5.—--Estate Duty
VI.—Opium. 6. --Opium,
VII.—Land Revenue 7.~-1.and Revenue. .
VIII.--State  Excise 8.---State Excise Du-

Dutics, ties.
IX.---Stamps. . 9,—-Stamps.
X.—Forest, . . 10. Forest,
XI.—Registration. . 11.—-Registration.
XII.—Receipts un- 12.---Charges on ac-

der Motor Vehi- count of Motor

cles Act. w Vehicles Act.,
XIII.—Other Taxes 13.~-Other  Taxes

and Dutics. and Duties.

TotAL . ToTAL

- - et e L S 0 e A 8 S 18 = £ e e £ 20 e o,




I

IRRIGATION—

XVII.--Works  for
which Capital Ac-
counts are kept -
(ross Receipts,

Deduct: -Working
Expenses.

Net Receipts,

XVIII. -~Works tor
which no Capital

Accounts are kept.
TotAL |
POSTS & TELE-
GRAPHS.
XIX.--Posts  and
Telegraphs -
Deduct—Working
Expenses,

Net Receipts.
XX. -Interest,

CIVIL ADMINIS-
TRATION -~

XXI,~-Adminis-
tration of Justice.

XXII.- Jeils and
Convict  Settle-
ments.

XXIII. Police.
XXIV.—Ports and

Pilotage.
XXV.--Lighthouses
and Lightships.
XXVI.- --Education.
XXVII.---Medical.
XXVIIIL.. -Public
Health.
XXIX, -Agriculture,

XXX.. —Veterinary,

17.---Interest on
works for which
Capital Accounts
are kept.

18.--—-Other Revenue
Expenditure,
ToTAL * . .
CAPITAL ACC-
OUNTS OF IR-
RIGATION, ETC.,
WORKS MET
FROM REVENUE—
19.--- Construction of
Irrigation Works .
POSTS AND TELE-
GRAPHS REVE-
NUE ACCOUNT.

20. --Posts and Telc-
raphs Interest on
Debt.
DEBT SERVICES. -~
22.—-Interest on Debt
and other Obli-
ations.
cduct—Interest trans-
ferred to @ .
Railways, Irrigation,
Posts & Telegraphs.
State Governments
Commuted value
of Pensions.

Other heads.
TOTAL TRANS-
FER

Net,

23.—Appropriation
for eduction or
Avoidance of Debt.

ToTAL,

CIVIL ADMINIS-
TRATION--

25.--General  Ad-
ministration.

26.---Audit.

27.---Admjnistration
of Justice.

28.—Jails and Con-
vict Settlements.




I

XXXI. - Co-opera-
tion,

XXXII.~-Indus-
trics and Supplies.

Deduct-- Working
eXpenses.

Net Receipts.
XXXIH.,- Aviation.

XXXIV.- - Broad-
casting,

XXXVI. Miscel-
lancous Depart-
ments,

TorAL

CURRENCY &
MINT—

XXXVII. - -Currency.

XXXVIIL--Mint,

ToraL
CIVIL WORKS,
ETC.- -

XXXIX.- - Civil
Works.
XL.--Receipts from

Multi-purpose
River Schemes.

ELECTRICTITY
SCHEMES--

XLI. --Receipts from
Electricity Sche-
mes - - .

Gross Receipts.

Deduct----Working
Expcnses. ’

Net Receipts.

MISCELLA-
NEOUS— .
XLIV.-Receipts in
aid of Super-

annuation.
XLV.---Stationery &
Printing.

29.---Police.
30.-- Ports & Pilotage,

31, Lighthouses
and Lightships.

34. ‘Tribal Areas.

35. -External
Affairs.

36. Scientific De-
partments,

37.~ Education.

38, Medical.

39. - Public Health,
40.- -Agriculture.

40-A.~- Rural De-
velopment.

41.- - Vetcrinary,

42.- “Co=operation.

43. ‘Industrics
and Supplies.

44.- Aviation,
45.---Broadcasting.

46.---Miscellaneous
Departments.

‘TorAL

CURRENCY & _
MINT- -

48.- -Currency.

49.- ’Mint.
ToTrAL

CIVIL  WORKS,
ETC.

50.—--Civil Works.

_LLB.- -Other Revenue
Ixpenditure con-

nected with Multi-
urpose  River
schemes,

ToTAL



XLV»A Contnbu-
tions from Railways.

XLVI.---Miscella-
neous,
XLVIL«A.—~Re= )
ceipts from Road
Transport Sche-,
mes—Gross
_Recoipts,
Ded“Ct—Working

cxXponses.
‘Net  Receipts.

“ToTtAL

DEFENCE SER-
VICES--

XLVII. -Defence
Receipts Effec-

tive,

XLVIII.- - Defence
Receipts Non-
effective.

TortAL

CONTRIBUTIONS
AND MISCEL-
LANEOUS AD-
JUSTMENTS
BBTWEEN
UNION AND STATE
GOVERNMENTS -

L. ~Miscellancous
Adjustments be-
tween Union and
State Governments.

EXTRAORDINARY
ITEMS -

LI.—Extraordinary
Receipts

LII-B. Civil Defence.
LI1-C.--Pre-parti-
tion Receipts,

TOTAL

RAILWAY REVE-
NUES AS PER
RAILWAY
BUDGET—

“ToTAL --Revenue,

Excess of Expendi-
ture over Revenue
or Deficit.

ELECTRICITY
SCHEMBS—
52,A.—Other
Revenue Expcnd:
ture coannected
with Electricity
Schemes.
CAPITAL AC-
COUNT OF
BLECTRICTY
SCHEMES WITH-
IN REVENUE AC-
COUNT—

§3.—Capital Outlay
on Blectricity
Schemes.

MISCELLA-
NEOUS—

54. --Famine,

54-A —T'erritorial
and Political Pen-
sions.

$4-B. - Privy Purses
and Allowances of
Indian Rulers,

5S.- --Superannua-
tion Allowances and
Pensions,

$6.—Stationery and
Printing.

57.—Miscellaneous.
Total

DEFENCE
SERVICES -

8.--Defence Ser-
vxcea Effective—
Army.

59.--Defence Services
Effective—Navy.

60. - -Defence Scr-
vices Effective—
Air borce.

60-A.~-Defence
Services Non- Effect-
ive.,
ToTAL




71

4

CONTRIBUTIONS

JUSTMENTS
BETWEEN
UNION AND
STATE GOVERN-
MENTS—
61.—Grants-1n-aid
to States.
62.--—-Miscellaneous
Adjustments  bet-
ween Union and
State Governments.
TorAL
EXTRAORDINARY
ITEMS—
63.--Extraordinary
Charges,
63-A.--Expenditure
connected  with
Post War Planning
and Development.
63-B.—Community
velopment Pro-
jects.
64-B—Civil Defence,
64-C.—Preparation
Payments.
TorAL
RAILWAY EX-
PENDITURE AS
PER RAILWAY
BUDGET—
‘Total-Expenditure
met from Revenuec.
Excess of [Revenue
over Expenditure
or Surplus.




72

T AW pUs Aduaim)) . JOTW pue Ad>uaumny)

' OIERSIIIWpY [1Ar) * |, UONENS[UNUPY [AD)
. °  S3IIAIS I1G3(] ° * SVARS 192

01d1309y 1IN
_ sydefiapy ] pus 53504 —sydwiSap] pue sisod
uoneBLu] 1d120% IIN—uonsBuuf

.ouu-nu W . -

PpuE 353190} ey NmAYY IPN—sAmmEy

*INUIAIY UO NURAY
SpuRwWa( PANQ—[EIOL jo spwy edoup—mo],

‘samng ung
pus 8IXB], 1RO - pue X ], 1PDYO

SOV SIPRPA  100W "SIV SOPIPIA
uo IUNOSOE o ﬂnu-nu 010 »pun sidoay
. uonmnsiay . . * -uonensid3sy
. 18230, m ] L4 o’ Esm
R -_ﬂ.gw . . . B &E.u.w
° BRXY Img : ¢ ° ISRXY ABS
° INURAIY pue] . . *INUAY pue]
+ uwmdo . . . Juridp

‘X8 ], uotisrodio) uwy) ‘xe] uonmodio) usyy
22410 WOOU UO SNV, 1310 JWIOU] U0 SIXE],
xe ] uorsiodo)) . + ixe], uoneiodio)
8:.5 WIAY BOTU() . 8.:5 819%7 uoru;)
SWaIsn) . . Suosn)

‘any Uy
-rpusdxe 1 muady ~1puadxs 1 WA
10 &!gﬁww I Bsg_qwma Junoury aarpuadxy o uu-.nuoﬁm 30 ﬂ!ﬁpﬁmg wmowy snuaasy
8 L 9 S 14 £ z 1

duRIgARAxT pup HuaY fo muns sefom K9 umpusxg puv MUY D101 fo uouRGPMSP sIDiNasd My Bmaoys 1wowdiDIg
V> LNIWHLVLS



—
T e ——

73

0oy 3nuady—iei0 L

SWAN| Areurpiosnxy

. ° S1AIdG WU

° SHORTB[ROSIWY
‘symouracxd

"W Jqng  snosuey
RSN pue apom parn

I




74
STATEMENT ‘A’ 11

Stutemen: showing Rcccipts under certain Heads of Revenuc by Minor Heads for

R I
& (In Lakhs of Rupees)
Major Head Minor Heads Revised  Acruals
Estimates
1. Customs . . Sea Customs

Imports

Exports .

Miscellaneous .

Land Customs . -

Receipts in England
TotAL

1. Union Excisc;Duties.  Excise duty on Motor spirit
Excise duty on Kerosene . . .
Bxcise duty on Silver . . .-
Excise duty on Sugar .
Excise duty on Matches
Excise duty on Ingots .
Excise duty on Mechanicsl nghters .
Excise duty on Coal and Coke . ’
Excise duty on Tobaeoo ‘ .
Excise duty on Vegetable Produce
Excise duty on Betelnuts .
Excise duty on Tea
Exsise céuty on %oﬂ'ee
Excise duty on Tyres
Miscellaneous

Receipts in England
Share of net proceeds m:smd to States.

ToraL

1IL. Cotporation Tax . Ordinary Collections: . .
Advance payment of Tax under Sec-
tion 18-A of the Indim Im:ome 'l‘ax
Act 1922 .
e s
pts in
Deduct—Refunds . .
ToTAL
TV. Taxes on Income Income Tax
other than Corporation Su Tnx .
Tax. yment of tax under Secnon
la-A of the Indian Inemne Tnx
Act, 1922 .
Misce] hnie:us . . . .
Receipts Bn;lmd . . .
Deduct—Refunds .
Share of net proceeda amgncd to
States.

TorAL
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STATEMENT *C’
Debt, Deposit and Remittance Accounts Summary of Receipts and Disbursemenss
by Major Heads
(In Lakhs of Rupees)
Heads of Receipts Actuals for Heads of Disbursements

Actuals for

N. Public Debt Incurred
‘0. Unfunded Debt . .
P. Deposits and Advances

Q. Loans and Advances by the
Central Government,

‘S. Remittances,

“T. Transfer of Cash betwecn
England and India

U. Reserve Bank Deposits
SUMMARY

Total Receipts under Debt,
Deposits, etc., heads,

“Total Revenue as per State-
ment ‘A’,

Total Receipts
V. Opening Balance .
GRAND TOTAL

N. Public Debt Discharged

O. Unfunded Debt . .
P. Deposits and Advances .

Q. Loans and Advances by the
Central Government,

S. Remittances . .

T, Transfer of Cash between
England and India.

U. Reserve Bank Deposits. .
SUMMARY

Total Disbursements under
Debt, Deposits, etc., heads.

Total Bxpenditure as per
Statement ‘A’.

Total Disbursements. .
V. Closing Balance
GRAND TOTAL

(Details as per Account No. 1 of part B,

1I of the Central Finance Accounts 1946-47,



APPENDIX XXXIV
Lok Sabha Secretariat

MEMORANDUM FOR CONSIDERATION OF THE PuBLIC ACCOUNTS COMMITTER
Finance Accounts of the Central Government

In pursuance of a suggestion from late Prof. K. T. Shah, a Member
of the Public Accounts Committee, it was decided by the Committee
at its meeting on the 18th September, 1951, that the scope and func-
tions of the Committee should also extend to the scrutiny of the
revenue side of the Government Accounts with special reference to
the borrowing, Public Debt etc. The Comptroller and Auditor-General
while welcoming this decision, pointed out that in the present state
of his Department it would not be possible for him to undertake the
audit of receipts in the near future and observed that the Finance
Acounts with the Audit Report thereon prepared by him every year
contained all the information required by the Committee. He, how-
ever, informed the Committee that the compilation of these Accounts
for 1947-48, the year of partition of the country, was delayed because
of the difficulty in the finalisation of pre-partition accounts due to
non-settlement of the Debt Balances, on the date of partition, with
the Pakistan Government. This, in turn, he added, delayed the com-
pilation of these accounts for the subsequent years as the balances
under the various heads are required to be carried forward. As the
Committee's aim for the examination of these accounts was to explore
the various sources of revenue, how they should be developed. and
utilised, it was felt that such an examination could not be postponed
till the Finance Accounts were ready. It has, therefore, been decided
that in order to enable the Committee to start scrutinising the receipt
and borrowing side of the Accounts, the Ministry of Finance should
present to them a skeleton of a form devised in consultation with the
Comptroller and Auditor-General in which the accounts embracing
the receijpt and debt sides will be prepared.

Accordingly the Ministry of Finance has forwarded a Memorandum
with the skeleton forms devised in consultation with the Comptroller
and Auditor-General of India. The lay-out of the forms is similar to
the statements included in the Finance Accounts referred to in the
above paragraph. This is for the approval of the Committee.
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