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Ninth Report of the Public Accounts Committee on the Approprla~ 
tion Accounts (Defence Services), 1949-50 and 1950-51-VDL D-
AppeDdices. 

Title Pa.e: for "SECREATARIT" read "SECRETARI~T" 
Page (i), CONTENTS, Col. 1: before 'II', insert 'I' 
Page 3, S. No.4, CoL 6, line 12: for 'struct~ • read 'i~­, 
Page 13, Heading-Expenditure Charged tb Capital, TOTAL 

DEFENCE SERVICES, Col. 5: for "4,10,.6JJJO" read "4,10,68,080" . 
Page 16, para 3, line 2: for IIthforitical" read "theoretical" 
Page 17, Statement, under heading - Eastern Command: delete}' 
Page 17, Statement, under heading - Western Command: after 

5,92,650 insert 'Yagainst years '1947-48, 1948-49, 1949-50' 
Page 17, footnotes, line 3: for '.' read ' .. ' 
Page 18, para 2 - sub-para (b), line 5: for 'inadivisable' read 

'inadvisable' 
Page 43, Col. 5, Heading: fOT '(Col. 3-4J)' Tead '{Col. 3-4)'; 

Col. 8, Heading: for 'forefited' read 'forfeited' 
Page 45, Col. 10, Heading: fOT 'contractons' read 'contractors' 
Page 53, Heading: for '1948-9' read '1948-49' 
Page 69, Col, I, Heading: for 'ELECTRICTITY' reqd 'ELECTRI-
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APPENDIX IV 
Mi.nJstry of Defence 

Public Accounts Committee-Audit Para. No. 17 (iii) (a) of Audit 
Report, Defence Services, 1952-Stock Verijication in units anct 
fOTmations (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 
receipt 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 wotlld be made to this Ministry. ·;In 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 wholn the matter 
was referred, contends that the facts sflited 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 
responsible for the mistake in his office. The Controller General of 
Defence Accounts, has also confirmed that no certificate of 100 per 
cent. stock verification was recorded by the Garrison Engineer. 
Allahabad. 

3. This note has been shown to the Director of Audit, Defence-
Services. 

14 



APPENDIX V 
Mbalstry of Extenaal Atfalrs 

SUBJECT: -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 controlling 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 the 
-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 
"cO'ntrol the India Stores Department. In a note on c~rdination 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 

15 
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16 
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 entir~ budget estimates of the High Commis-· 
sion. The same principle applieS toilie financial and general activities 
of the High Commission. 

• • • • • • 
Statement s/touMg tM.variau.f DepaTtments 01 the High Commission of India in ~ 

and t heir controlling A uthorities in I nma. 

Serial Name of the Department . Budget Demand in 
No. which included 

Controlling authority 
in India 

-~------- ... --.---.. -. - .. --.-... -.- -. ------
I Auditor, Indian Accounts Demand·-Audit. 

2 (i) Central Departments 
including Chancery. 

Demand External 
Affairs 

(ia) Legal Advisor's De-
partment. 

(w) Publicity Organization 
in London. 

Do. 

Do. 
3 Indian Scientific Liaison 

Office. 
Demand-Scientific Re-

search. 
4 
S 

6 

Education Department . 
Medical Adviser'a.De-

partment. 
India Stores Depart-

ment. 

Demand-Education 
Demand-Medical 

Demand-Supplies 

Comptroller and Auditor 
General of India. 

Ministry of External Affairs. 

Do. 

Do. 
Ministry of N. R. & S. R __ 

Ministry of Education. 
Ministry of Health. 

Ministry of W. H. & S. 
- . 

7 Commerce Department Demand-Commercial Ministry of Commerce-
Intelligence and Sta- and Industry. 
tistics. 

8 Military, Naval, and Defence Scrvices--- Ministry of Defence 
Air Adviser's Deptts. Effective Army, Navy 

and Air Forces. 



APPENDIX VI 

Mbdstry of Defence 

Stat,mellt slll,wing ells lale$tposieion in r'gard to outstandingl 0/ r,nt re/,",d to in Para. 
400/ De/me, Audit R'port, 5952. 

Eastern Western Southern Total 
Year Command Command Command 

----- ._-."---.- ._-

Rs. 

Rs. Rs. Rs. Rs. 

1942-43 Nil Nil 
1943-44 Nil Nil 
1944-45" . 224 224 
1945-46 1,517 1,51, 
1946-47 1,252 5,331 6.583 
1947-48 . 76~51 85,305 1,61,756 
1948-49 1,74,919 ') 1.7• 0911 

J 5,92 ,650 2 .... 7,983·· 4,97>49 
1949-50 2~!MI5* ~,65° .C. --_._-- ----- ----- .... -- -

TOTAoJ. 5,02,137 5,92,650 3,40,360 14,35,147 

NOTB.--*(Excluding Cawnpore Division. The amount pertains to a period upto 
12/49). 
• Upto 3/50. 

It will be seen that a sum of Rs. 14~3S.I47/- ia DOW due as Ilgainst the sum of 
33,24,647'-, referred to m. the Audit Report. 

Dated the 16th July, 1954. 
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APPENDIX VII 

No. F. s9/14/s3/s18~E/D (Q. & Eng), 

GOVERNMENT 0. INDIA 

MINISTRY OF DEFENCE, 

OFFICE MEMORANDUM 

Subjtct :-Appointmcnt of Arbitl'ation Tribunals to decide cases of dlagreement 
under Works contracts. 

Rdermu :-Parliamcnt Secretariat Office Memorandum No. 46(7)-F. C./53 dated 
the 3rd July 1953. 

The undersigned is directed to refer to th~ above quoted memorandum and to say 
thatlthe question of substituting tribunals for single arbItrators has already been consi-
dereii 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 encoura~ing. Some of the dis-
putes referred to joint arbitration towards the end of 1951 have still not been resolved as 
i'eferenc:e 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 
eet of contractors had to be rJerreci to an Umpire due to disagreement between the 10int 
Arbitrators. In the case of another the joint arbitrators were able to agree and iSRue 
awards in only about I2 comparanvely simple and 8traight forwar~ cases bu t they dis-
aareed in 8 cases which involved more complicated claims involving large amount.. 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 &till to take plaoe. Thus 
some of the diSputes remain unresolved for about 2 Y'Gf'I frbm the date the panel of joint 
arbitrators was originally agreed to between the two partie&. 

2. Notwithstanding thll, Ministry of Defence on the representation of the Builders' 
Association considered tfie question again but for the following reasons decided in favour of 
the~continuance of the existing system:-

(a) Government servant8 in ~nalble positions have been, and should, continue 
to be, trusted to discharge fairly the duties of arbitrator. even in matters which 
involve Government Interests. If this is disputed as a generd proposition, the 
implications would be far and wide. 

(b) In India we still have not got authorities and institutions of the same standing 
as the Institutions of CivU, Mechanical, Structural or BJcctrical Ensineen in 
U. K. or the Royal Institution of British Architect or Royal Institution of 
Chartered Surveyors etc. Till such time aa we are able to develop such institu-
tions with authority, it may be inadiviaable to follow the U. K. analogy. 

(c) The Ministry of Works were not ~~~g the procedure of joint arbitration 
for C. P. W. D. contracts and the . ry of Industry and Supply who tem-
porarUy departed from a similar system to jomt arbitration had to revert to It in 
the interests of simplicity and I~ ad~stration. 

(4) The method of joint arbitration will be more expensive-an important consi-
deration in the existina financial atrin,ency. 

18 



19 
~. The Builders' Associabon ~n raised this question last year. This time tbcy 

modified their Demand to .. joint arbitration or one single.DCutral arbitratioD ac:ccptablc. to 
both parties ". It WII, however. decided that befOre finally c~ to a cimclU81QQ 
the report of a committee appointed· by the Ministry of W orb~ HouBina andl Suppl)' 
with the following terms of reference be awaited :-

(a) to encourage healthy competition &moIlist ~,contractors ; 
Cia) to reduce possibilities of disputes between the CODtractors and the C. P. W. D •• 
(tia) to attract honest and reputed contractors to undertakel Government woRt. by 

ebminating or suitably modifying defective provisions of thcagreement • 
('0) to ensure rational tendering and economical exccution:of the work ; 
(II) to ensure equitable treatment to contractors; and 

(III) to ensure_correct preparation of eatitnatea and Notices inviting tenders. 

4. The Ministry of Defence propose to take up the question again and obtain the 
orders of the Government on it after the report of the Committee. wliic:h i. in print.). 
received. . 



APPENDIX VIII'" 
Statement containing information on the points raised by the Public 

Accounts Committ~ at their meeting held on 2-7-1953 in connec-
tion with Para. 47 of Audit Report, Defence Seroices, 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 charges 
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 cnarges 
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 say from available records why no 
deposit was taken. As far as can be made out, the plant was issued 
initially on the understanding that the party 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-
stances, the question of obtaining Security Deposit from the party did 
not arise. .. -

·See also appendix IX. 

20 



APPENDIX IX 
Ministry of Defence 

~tatement containing information on the point 1"ai.~ed by the sub-Com-
mit'tlee of the P.A.C. at their meeting held on 14-8-5~ in connection 
with Para. 47 of Audit Report, Defence Services, 1952- (Irregular 
disposal of Engineer Store8). 

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 t~.e party immediatel~ 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 Oftice Memo-
randum No. 57 (4)-III-FC/53, dated the 10th July 1953, and the Minis-
try of Defence Office Memorandum No. 59/13/II/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. 
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APPENDIX X 
Ministry of Finance (Defence) 

Appropriation Accounts, Defence Service, 1949-50 and 1950-51 and the.' 
Audit Reports thereon 

II. Para. 27 of Audit Report, 1951-Debtor balances in Army Other 
Ranks' accounts.-

A note stating the machinery devised by the Ministry 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·, f.rom 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 affecte!i 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 payment of advances against certain miscellaneous per-· 
sonal allowances in anticipation of their credit in the' 
1.R.L.A. throws the account in debt. It has, therefore, been 
suggested to the A.G.'s Branch that the allowances shoula 
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 proposal' 
to eliminate -the allowances from the 1.R.I..As. itself is 
under consideration. . 

---------------------------------------------------·See J)a.rle 24, 
22 
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(U) With a view to exercising control over stJate of indebtednel8 

to soldiers various instructions as indicated below have 
been issued from time to time:-

(1) I.A.O. 1906/43 enjoining upon:-
(i) Officers Commanding Units to ensure that the soldier is 

not permitted to draw advances in excess of his net en-
titlement; 

(it) Commandants Regt1: 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 Regt1: 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) I.A.O.2070/43 enjoining upon the O.Cs. Units that they 
should not make any payment to O.Rs. against future entile-
ments. 

(3) I.A.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 I.R.L.A. and Sheet Roll. 

(4) A.I.534/44 laying down the restricted rates of advances of 
pay to soldiers in debt. 

(5) I.A.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) I.A.O.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.O.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 tne issue of advances have ~ 
consistently ignored, should be reported by the Pay 
Accounts Offices to Command Headquarters. 

(9) A.O.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! paying officers to 
ensure that advances are restricted strictly within net en-
titlements as recorded in Pay books and not against anJ 
anticipated credits. 

,aa L. S. 
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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) payments shou1cl 
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.Go's Branch. 

Comparative Statement of Dr. Balances in the I.R.L. Aceounts or 
J.C.Os., O.Rs. and N.Cs.E. from the Quarter ended 8/58 onwards. 

Quarter ended 

8/50 
11/50 
2/51 
5/51 
8/51 

11/51 
2/52 
5/52 
8/52 

11/62 
2/58 

Total amount of Dr. Balances in I.R.L.A~~ 

Rs. A. P. 

1,00,05,100 9 0 
88,10,788 12 0 
78,59,199 1 0 
64,62,839 8 0 
40,10,590 2 0 
37,89,580 14 O· 
45,58,941 2 0-
45,35,597 9 0 
37,59,269 1 0 
32,92,170 11 0-
40,77,878 7 () 



APPENDIX Xl 
Ministry of DefeDce 

Note stating action taken on item 16 of the Statement of Outstanding 
RecommendAtions of the Pu.blic 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 theirSeconc 
Report on the accounts of 1948-49, it was stated that the question 01 
periodical verification. of balances (with Imprest Holders) being made 
by 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 facit 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 aTready 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 Attpendix I. 



APPENDIX XII 
Mbaistry 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-
ly Go.vernment orders were amended in August 1950 and the wo.rd 
'basic' was deleted. 

Government do no.t proPo.se to take any action fo.r the specific use 
of the word 'basic' in the o.riginal Government letter. This is a bonl! 
fide mistake as the o.fficers responsible for the use of the terminology 
'basic labour' were under the impression that o.thers who would have 
to apply the orders would no.t find any difficulty in co.rrectly interpret-
ing the termino.logy. As so.on as the difficulty in interpreting the ter-
minology was brought to their notice Government orders were amend-
ed. 
II. Defence Audit Report. 1952. 

Para. 5Z-Absence of control over prodaetioD COlts in Naval 
Dockyard. 

Q. What action are Government taking to introduce the cost 
accounting system in respect of proper 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. The 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, 80 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. 



APPENDIX X1l1 
MiDiatr)' of Defeaee 

(1) Audit Repot't, Defence Services, 1951-Para. 49. 
Q. Whether the original proP9sals 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 i~ waB 
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 
If'hen the ad hoc ftgure of 140 per cent. on labour was adopted and in· 
eorj:k>rated in the Government orders. Subsequently CDA (N) how-
eYer. work~' out the percentage for overheads from the statistics of 
actuals during 1950-51 and was satisfledthat the figure of 140 per caDt. 
was quite justifted. '~); 

As regards the concluding sentence of the questiol\ it may be stated 
that dearness *l'ld other allowances were not included in the ealeula-
~'of labour cb.r~ since Government orders were interpreted to 
JlleaD ~y btieic pay. The position was, however, ~ed later. 



APPENDIX XIV 
No. 228/53/D. (Fy.) 

GoVERNUENT OF bmu 
MINISTRY OF DEFENCE 

New Delhi, the 24th August 1953 
Memoraadam 

SUBJICCT: -Public Account. Committee-CoMderatiOn of the 
Appropriation Account. (Defence Services) 1949-50 and 1950-61 
and Audit Report. 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-

r' 

(i) the accounts of the Ordnance Factories for the years 1t51~2 
and 1952-53 have not so far been printed, There are. no 
spare copies available of the accounts for .the years 1949-51 
and 1950-51. Copies have, however, been called for from 
the Director General, Ordnance Factories and these will .. ·be 
sent to Ute Parliament Secretariat when received. " 

(ii) Expenditure on Ordnance Factories is budgeted for upder 
Main He~45 of the Army Budget. For pu~ of~ccount­
ing, Ordrulnce Factories are oonsidere4 P.8I't of the. ,Army 
Establishments .. The cost of stores suPPlied.,ta- the M.G.O. 
Branch is, therefore, not separately debt1:ed to that Branch. 
Stores manufactured for the Navy, Air Force and other or-
ganisations are debited to their respective estimates by 
contra-credit to Main Head 5 as deduction from expenil-
ture. 



APPENDIX XV 
Mialatry or P .... ce (Defea •• ) 

~'t1BJICT:-SettlCllftent of outst.ndina claiIrul alain •• :the U.K. Government. 
RBPIIUINCJ!:-ParMammt Secrel/Jriat m~ml1l"antlum No. J7(I/)-II-PC,'S3tlaud 7-7-51. 

The amounts outetandins in rcapect of claims preferred .pinat the U. K. GoY.I'UIl .. • 
.-e mown below :- . 

(4) &W1ces outltanding in the 
Remittance Account to end of 
March 19S3. 

(I) Freight and Shipping char,cS 
incuriccl in connectlott with the 
despatch of H. M. G. storet 
from India. 

<It) Supplies of stores to the War 
Office, the Admiralty and the 
Air Ministry. 

lJii) Other debit. of Miscellaneous 
nature. 

{b) Balanco due in respect of r.tiona 
supplied to H. M. G. Gurkha 
.durilla the period 1-4-48 to 
31-3-50 • 

(c) Custochal charges on Air Mi-
nistry'. earmarks left in India 
'Ubscque~ to 1-.-.8. 

I. 

:t,SS8,ooo 

516,000 

Certain details in support to the 
debita have been caIJcd for by 
the U. K. Government and 
theae are In the proceu of 
collection. The question of 
the clearance of theae out-
stanclinas is eDJlgina tbe 
coutant .• q~tion or tho 
C. G. D. A. and this Miniatr'J 
and special steps are being Takcna 
to expedite the eettlemcnt. 

The H. C. for India ill 
U. K. has been .. ked to fur-
niah informatIOn ~ardilllJ the 
clearances made and the actu AI 
amounts lltill outatandina. 

Claim i. unQcr verification b, the 
British Guitha authoritiet. 

. Some of the rate lista aaked lor 
by them have· been supplied 
and the rest are being suppJied •. 

The final claim on this account 
has been sent on 3'-1-53. 

2.. There are certain claims not yet prcfllrrod pendi~ coU~o. of detai.Ia or diosG 
·which are in the prOOClll of aettlement .ccordin, to .. reed procedure. It is pJ'l'll\tmecl tlaat 
details ot these are not I"Oqllirod by tho Public Accounts Committee. 

, ," '., 't 

" ,. 

.l 



APPENDIX XVI 
IIiaiItry of Pbaaaee (Deface) 

Approp"iafion Accounts (Civil). 1949-50 and Audit Jf.eport, 1951 
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 m. 
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 I'e-
I'roduced 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 'Bonus Account', 
ignoring altogether the note below Rule 28 or tN.D.W.P. 
Fund 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 
tlake effect from 1-4-1951". 

(ii) What portion of Rs. 32,000 representing the interest credited in 
n:cess is non-recoverable on account of the employeeS having demitted 
service or other reasona? 

As the orders were given effect to with eftect 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 circumstances, there is no amount which can now be regarded al 
overpaid. 

(iii) What action has been taken against the Accounts Offtcer con-
cerned for making a wr~ng interpretation of the rule relating to th. 
calculation of interest on the Government contribution to the Provi-
dent Fund subscriptions! Whyeould not the mistake be deteried by 
the Accounts Oftlcer earlier! I, thiI ofBcer still in service? If 10, what 
post is he holding at present! 

The question of taking dilCiplinary action againat the Account. 
Officer does not arise because this was more a case of revision of ruIn 
Ntbel' than an erroneous interpretation by ~e otBeer. 



APPENDIX XVII 

No. 29(9)/D(AG)/53. 

GOVERNMENT OF INDIA 

MINISTRY OF DEFENCE 

New Delhi, the 8th July, 1953 

Office Memorandum 

..... 

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

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

(1) Para. 30 of [)tefence Audit Report, 1951. 
Non-recovery of proportionate outfit allowance. 

(a) (What is the date on which the defect ~n 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 16/8/48. 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 fot 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 unifonn 
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 retrospective 
effect. The rules 8S they stood were correctly intended and inter-
preted. I. ,.; :~d 

, 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 an extra 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.O., 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 to produce the 
authority, to the attention of Headquarters, Calcutta Sub Area, on the 
-16th July 1949. Immediate steps were then taken -t,e 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 thenl that there 
was no justification for paying the personnel of the depot with cash 
obtained on emergency cash requisitions for the period of 14 montha 
ending September 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 
run 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) No proper budget was framed or allocation of funds asked 

for. 
(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 incu~bents did not appreciate the im-
plications of a Hill. Depot establishment, and considered it to be a part 
of the Station Staff Oftlce. 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 monthly 
pay bills of the establishment were submitted by the Station Staff 
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 do.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 oftlcers concerned, and disciplinary 
action against them. After going through the records carefully it has 
been found that all the persons responsible for ~he irregularities had 
either been released or retired, and were therefore not available for 

33 
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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 
Section 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 
ABe 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 AccountB 
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 name!, addresses, etc., of the Directors of Messrs. New lnditl 
Construction Co., Ltd. 

Shri J. P. Lentin, Sole Proprietor, The New India Construction Co.. 
Lentin Chambers, Dalal Street, Fort, Bombay . 
..eii) 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' 
Copu 0/ 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 br, 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 all matters in dispute 
:arising out of the works and undertakings covered by the said contract 
.document. D.C.E. Bombay Area No. 14 of 46/47" to a sole Arbitrator: AND 
WHEREAS differences and disputes have arisen concerning the works and 
-undertakings covered by aforesaid Contract Document; and Whereas tne 
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 
.. everal allegations of the said parties arid also the vouchers and documents 

·See also Appendix XX. 
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that have been given in evidence before me; and haviDJ visited and inspect-
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 19.7" 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 having informed 
both the said parties that I shall write in my Award this sum offered 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 concerning the matters so referred 
to me as follows, that is, I AWARD AND ADJUDGE that in the disputes 
about the date of acceptance of the tender and deJay in handing over the 
site; delay and hindranoe 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 lAW ARD AND DIRECT that the respondent shan 
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 Ihall 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:-

Aiainst the receipt of Mr. K. A. SOMJEE, Barrister-at-Law, Claim-
ant's Counsel in the Reference a sum amountin~ to rupees two 
thousand seven hundred (Rs. 2,700). And further agamst the 
receipt of Messrs. Mazagaonwalla &. Co. Clalmant's Solicitor in 
the Reference, a sum amounting to Rupees, three thousand four 
hundred (Rs. 3,400). 

AND 1 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.) S. M. BLAGG. 

AIlDeZllJ"e '8' 
Extract from Judgment of the Honourable Mr. Justice Tendolker, High Court 

Original Side. 
AWARD No. 46 OF 1948. 

The flrst objection that is urged against the award is that it awarda 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 
totalliJ1i 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 
:l further sum of Rs. 3,750 was allowed by consent and the arbitrator allowed 
two sums agll"egatint Rs. 6,100 by way of costs: On these figures it is urlZed 

1:Iy the Claimants that the arbitrator has in fact awarded less than what they 
claimed and not more. That would appear 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 
difterent heads. The award lets out: . 

"I award and adjudge that in the disputes about the date 01. acceptance 
of the tender and delay in hant'lini over the site; delay and hind-
rance in consequence of fallure to remove ordnanC4t stores from 
bays of sheds; hold up ot work while cban&es in dea!ps 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-
lisbed 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 caRital on above total of Rs. 2,13,984-2-3, 
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 
afart from this consideration, which may not be relevant for the purposes 
o determination of the present petitioni this item clearly does not fall within 
any of the heads of claim which the arb trator 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 aSainst 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 
so he is guilty of legal misconduct. On this ground alone the award is liable 
to be 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 respect of non-supply 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 tha~ 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 
alBo. 

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 although. of course, as I have 
beld earlier an excess amount in fact has been awarded. 

Th~ first of such objections is that damaga:"J have been claimed and 
allowed as fl'om the 20th of February 1947 whlIe they should have been 
allowed only from the 7th of April 1947. Item No.3 claims an amount in 
respect of salaries of stat! 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 ontlie part 
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 1947 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 !tent No.5 but they did 
not act similarlr, in respect of items Nos. 8 and 4. Tbei1' couraae was rewarded 
in that the arbItrator appears ·to have. awarded both these items of Rs. 3,090 
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and Rs. 2250 in full. As part of the same argument my attention was drawn 
also to item *s. 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 . 

• • • • • 
Lastly although this has not been made a ifround for challenging the 

award in the petition the allowance in full of the Items which I have discussed 
above and the award ol a sum which on the face of it is nothin~ 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' apparently are, the 
claimants paid for their staff only from the 7th of Aprli 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 day. 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 guiltf 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 tPniy the rest of the award. 

Annexure 'e' 
Extract from letter dated 14th March 1950 from Shriyut C. K. Daphtary, Bar-

at-Law, Advocate General of Bombay to Shriyut K. Bhavaniahankar 
Rao, Ftnancial Adviser to the Government of India, Milita'l"1l Finance, 
New Delhi. 

Dear Sir, . 
, This relates to certain proceedings In the High Court of Bombay 8l'l8ing 

out of an Award made by Col. Blagg in the disputes between the New India 
Construction Co., and the Dominion of India, The 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 vsually associates with the Government at 
India. Contractors then claimed a sum of over Re. 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 is for the 'Sum of Rs. 2,15,674 plus Rs. 3,750 p'lus Rs. 6,100 for costs. This 
Award was challenged by the Dominion by Petition in the High Court anp 
the learned Jud,e trying the matter set aside the Award for certain reasons 
recorded in his judgment. From this an Afpeal was filed and.I appeared for 
the Dominion at the hearing of the Appea . ' 
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2. On reading the papers before the matter came up, I was definitely of 

the opinion that the Judgment of the Lower Court coula 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. Wh(!n the Appeal 
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-
journment 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. 

+. ·.1 



APPENDIX XX 
No. S8(7)IS570-E/0 (Q & EnB)~ 

GoVllRNMBNT OP INDIA 

MINISTRY OF DE PENCE, 

NIfIJ DIJ!hi-II, the 25th Augwt, 1953. 

OFFICE MEMORANDUM 

SUBJECT-Public 'Aa:ountl :Committu-Aflpointmml 0/ a IUN"""",tu, to i""elti-
gat' ;"to the Cal, re/mui to in Para. 80/ the D,/mce Audit R4port. 1951. 

The undersigned is direro:d to refer to the p .. dia:n !nt Se:retariat Office Memorandum 
.No. 71)(1)-FC153 dated the 7th August, 1953, on the above subject, and to say that tbe 
iDformation desired is given below :-

(I) Date of filing the :appcal in the 3rd January 1949. 
Bombay Higli Court against the judge-
ment of Mr. Justice Tendolkar. 

(if) Date of the first hearing of the Appeal 6th March 1950. 
(The Appeal was first scheduled to be 
heard on the Sth September 1949 but 
was later on postponed and it actually 
came up for hcanng after 4 months). 

<iii) Date when the Advocate-General. The Advocate-General asked for a brief 
Bombay, first asked for aD adjourn- adjournment on the 8th March 1950. 
ment of the prooeodings. 

(ill) Whether the Advocate-General was 
at any stage informed that the Govern-
ment wen: avcnc to any offer for a 
compromise bcina made for more than 
RI. 51,000."", 

ThrClUjlh the representatl.ve of the Chief 
Bagmccr, Southern Command, who 
was in touch with the Advocate-General 
along with the Central Govermncnt'. 
Solicitor at Bombay, the Advocate-
Gcoeral wanted to know :-

(a) to what c:xtcnt would Government be 
prepared to effect a compromise ? He 
recommended compromise upto 
Rs. I .5 lakhs. 

(6) who would be the competent au-
thority to sanction and authorise the 
tamo ? Ho was told oy the re-
I?resentative of the Chief Engineer , 
Southern Command, that the authority 
would be B-iJl..C, Army Head-
quarters. in colliultatioll with the 
Financial Authorities at Delhi. The 
Advocate-General, however. stated 
that the Honourable Judge was not 
prepared to postpone the case to a 
further date and that he could get 
only a couple 01 days' adjournment. 
The representative of the Chief 
&ciDeer. Southern Command, 
wu in touc:h with the B-iD-C', 
Braoc:h from. the 8th March 19S0. 
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On the 9th March 1950, tl\e Advo-
cate-General wu informed that the 
authoritles were not likely to agree to 
anythjna beyond Rs. 70,000. 

A. DO final decision from Delhi was. 
received till the uth March 1950, the 
Advocat~-Genera1 decided to ag1'l.'C 
to the compromise of his own and 
the case was compromised on the 
13t h March 1950, when it came for 
hearin& after the brief adjoum-
ment • .4 



APPENDIX XXI ., .~-. J 

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 n.-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 be furnished with a note 
stating the reasons for the waiver. As regards the second 
point, it was stated that there had been no change sincetthe 
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 po~itiQn in respect 
..of extra expenditure incurred, waived, recovered, balance still due 
from the contractors and the amount of security deposits forefeited/ 
~funded 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. 
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APPENDIX XXII 
Mbaiatry of Defence. 

Note stating Action. taken by the Ministry of Defen.ce on Item 5 of the 
Statement of outstanding Recommencfaticms 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 proted 
'Government interests for use by Purchasing Organizations, the P.A.C. 
drew attention to Para. 6 of their Report on the Accounts for 1947"-
(Post-partition) wherein the desirability of prescribing standardisecl 
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 an9 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) III 
batches during September to November 1951, but were held up in vie1lr 
of the P.A.C.'s recommendations to set up a Commit~ 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-
tries nor did it seem to be intention of the P.A.C. However, the 
amendments proposed to be carried out in the Contract Forms per-
taining to the M.t.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 haTe 
been finalised and issued. 

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

Aue%1lft 'A' 
Note on Defects remeciied b'll important Aml!ndmentB. 

Amendmeat. 
N •. 

Defects remo"ed. 

1.. Coatractors are noW' UDder obli,ation to. pa:r''Fair W."." te tM 
Labour, due to specllc provision litem, rna •• 1. the ContrUt. 

• See Statcae.t at Appeadix 1. 
.1 



'+~ 

12. Contractor's 4gr~emeflt to iuue old serviceable materials in respect 
of Term Contract, is not necessary. The Garrison Ilniineer may tau.. 
such materia18 if available. 

15. Supply of water for construction'etc., from MES sources did not fona 
part of the contract and was previously treated as a separate tralUl-
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, avaihlblc, from MES sources, at a stipulated rate. 

19. Tools and Plant w~re previously issued on loefl 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 efftciently. 

22. 

.29. 

The amendment carried out ~rovides the issue of T Ie P on Hire 
and the rates cover D~preciatlon, Interest, Maintenance, Crew, Fuel 
and Lubricants etc. The Hire rates being much greater than the 
rates on loan, the contractors do not allow the T &: P remaining idle. 
Periodical Services, viz., ,ainting, white wuhing etc., have been ex-
cluded from the scope 0 the Term Contract and are being carried 
under a separate contract at rates cheaper than those under the TerlIl 
Contract. 
No provision existed for Extension of Contract period d,ue 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 
period for reasons which are entirely beyond the control of the con-
tractor. 
The amendment provides the remedy. 

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

:28. 1 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. 

32. 

33. 

35. 

The amendment provides for cancellation in such circumstances and 
also in the event of death of the contractor. It also provides for caa-
cellation of contract in part or in full, for default on the part of 
contractor. 

The Amendment makes the contractor responsible for Bupplyin, 
wholesome drinking water for the labourers. 
The definition of "Fair Wage" has been revised, due to discoathtu-
atlon of Nerrick rates of labour. 
"MES Contractor's Labour Relulations" Rave been incorporated ia 
the conditions of Co.tract. 

CO', 



APPENDIX XXIII 
MIal.U7 .fDd.DCe-D(CAO,.G) 

CQIJI~fI til thl A"rl1,rillril.Jll Ac,,,,,,," (D.!,,,,, S"~leU 1949-S0 .,J Aurli. 
R,por, ,Mr,.,. .. 

At the nacctiua of the Public A.;countl Committee held on the 11th July, 1953, the-
l'f,iPrC8eDlative of this Mini'try promised to furnish the P.A.C. with information relatinJ 
to tbe proportion which the expenditure incurred on provi.ion or (:Overed accommodatiOD 
for stores bean to the total capital expenditure incurred durin, .the years 1948-49,. 
1949-,0,19,0-51 aDd 1951-5.1. The required information is liveD bclow:-_._---_._----

Year Total capital expen- Expenwture on iro- Proportion that, 
diture. viaion of C(were ae- the latter (col. 3) 

commodation (ur bean to the fomaer 
"ores. (c:ol.2). 

..-
l 3 4 

(Il1ldhfl of.rwpCc.). 
1""-49 ~'3J la'94 S'38% 
1949-50 46"'3 43'S4 "·0% 
19,0-" )10·. 3)'61 "15% 
19SI-,2 529:31 49'41 9·33% 

··1 



APPENDIX XXIV 
Ministry of Defenc..-D(O&C) 

'SUBJECT: -Non-recovery of hire charges for stores issu..ed on hire Para. 
8 of the Second Report of the Public Account. 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 chargefJ, 
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, by laying down separate responn-
bility:-(a) for issue of stores-mostly tentage, (b) for the return of 
stores when done with, and (c) 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 tD the accounting authorities ensure audit 
'Of Registers and documents maintained by the Depots and maintell-
-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-
1K)n 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. 
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APPENDIX XXV 
MiAistry of Defence D(CII:L) 

SUBJBCT: -StAtement showing profit/loss made by individual MilitAry 
FArms during the 'Years 1948-49 and 1949--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 
194344, 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 rJ.1l1 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. 

Aaaexure • A ' 
Statll1unt sltDtlJing th, break-up by individual Military farms,,/ the net profit shDftm 

in the CofUt>lidatld Profit aM Loss ACCDU1I' of Military Farms at pag, 12 and para 
6 0/ jHJg' I 0/ tM COmmlrcild AppeMix to thl ApprllPriation ACCDUnts 0/ th, Dt/met 
s.wca /tII' tIN JW.I' 1949-50. 1 

---.--.-.--~.- .. __ ._-----"-
NamcofParm 1~8~"9 r949-~O 

Lou(-) Los8 (-) 
Profit (+) Profit (+)' 

.. --'.--~ .. _---,-,- -----.. -_._---_., . .. _--- ---
Balurn Co""""" 

~wbad (-) 33.~3 (-) 72,629 
(+) 27.916 (t-) 86,282 

a.rew, ~+) ]8,719 (-) .p,~83 
Debra Dun +) 30,on (-) 2~.~:'7 
jhaoa1 . (+) 68 ..... ' (+~ 61.569 
Kaapllf (+) 1.8.9J4 (+ a3.SO<> 
u,dtaow (-) J,]I.099 (-) 60.60~ 
Meent (+) 4,u!.7I1 ?+~ 49,334 
Nambm (+ ) 88,090 z6.983 
Pmaprh (+) 1,34.690 (+ 2.71,80S 

TOTAL (...,) 6.80,,... (+) 3.30.163 
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Name of Farm 19.1'1- 9 1949-$0 
---------------------------, Loss (-) Loa. (-) 

Profit <+) Profit (+) -. J 

S ... tlurn C~mmand 
Ahmadnaaar <+) 64.0040 (+) 17,758 
8anplore (+) 8,27.074 (+) 1,,,1,8]0 
Belgaum (-) 1I.770 (+) 10,880 
DeoIali (+) 26.167 (+) ~1>48.883 
jabbalpore (+) 1,12,0<45 (+) 73,850 

Katni • (+) 13>490 Since Closed 
Kalyan (-) 2,70,874 (-) 8",,68 
Kirkee. (+ ) 21,840 (-) 1,00,100 
Pimpri (+) 84,232 (....;.) 28 ....... 
Secunderabad (+) 9,663 
Wellington . (-) S5,13~ (-) 2],730 

TOTAL ( -f) 8,11,105 ( I,) 1,65,122 

Jll"tJl~rll Command 
Anbala. • • (1-) I,,6,{'2 (T .. ) 2,50,991 
Delhi. • ( +) 2,27,H3 . +) 82.731 
Perozepore · (+) 77,7"1 ( f-) 1,89.681 
Jullunclur • • (+) 2,>9.955 (I- ) 79.319 
Ka,auli • (-) 37,276 Since closed 
MbJW I • • (+) !!~,1!14 ( +) 1,87.729 
Pathankot (+ ) 5,01,168 ( +) ,.]5.226 

TOTAL ( -1-) 12,20.995 (+) 13.25.677 

CInfI".orui StO"'1 
Meerut md Kirkee. (-) 1",5,,1 (+) 1,22,022 

GRAND TOTAL (+) 26,98,'07 (-j ) 19>42.98" 

Adjustment on 8CCOWlt of 
Defence Accounts Depart-
.ellt charees. . (-) ',923 .. 

N1IT~ 26,,2,,8.4 

NoTI .-
Durin, the year 19411-49 the Military farms made a profit of a..a6,98.S01. 

This fiJUre hili been arrived at after adjustment of RI. 1,26,86S 00 aecoWlt of 
Defence Accounts Departmeot charge. (or ioterDa1 chedt. The correct 
amount that should hive been adlulted on that acCOWlt worb out to-
Ra. 1,33.788, which means that the actual profit for that year amOWltl to-
Rs. 26,92,S8". 

SbnilarJy the Military farms duriq the year 19-49-,0 adjusted in their account .. 
Re. 1,17,933 OD account of Defence Accounts Dcpanment charges for in-
ternal check. The amount is in excelS by Ra. ~. This mcms if tbe 
correct amoul. vi.. Rs. 1.13.181. bad adjuated, the actualI 
profit would hayC becn Rs. 19>47.736 lUI .,ainlt Ra. 19",2,984, shown apiAtt 
t),c srud total. 
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The CoJlll'llereial Appendices to the Appropriation ACCOWUI for the yean I......., 

• .,d 1949-jO, however. contain ,the correct figu.res or the Defence Account' 
Deputnleftt charges and the net proftu. 

Aueaure 'S' 
RMIHJII for Hr'iGtitHu ill twofi' 0/1 i., iiviiu:d Miljury farms 414r."I ,1M Y.M t~'O 

-as COIIlpared with 1948-49 are liven below:-

. 11.tIIfIi 

KanpUT 
. M,,,,.t 

BIJIfItJIm e 

. bII'" . 

Eastern Comlflartd 
(a) Increa.ed production of fodder. 
(b) lncrea.ed receipts of m'lximu[ft and minimum chlf$Ol 

from units. 
(c) Increased realisations from sale of ,ruing rilfhtl of 

Ian:!. usufruct of fruit trcee and prOductiOn of IfUll 
from farm land . 

Payment of arrears of pay and allnwancca under New Pay 
Code. 

Increased production of grain and fC?dder 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 building •. 
(0) Purchase of bhoosa at high rates. 
IncreaAed trade at Military Farm Depots Ctlcutta and 

Shillong. 
SOl4fhern Command 

(a) Rearing of more dry stock. 
(b) Payment of arrears of pay and allowances. 
(e) More construction of temporary' buitdin, •. 
(a) Amalgamation of Military Farm Depot, SecundcnbM 

with this farm during 1948-49 was alone relpoaaibk fbr 
a profit of Rs. 5,Il,ooo. 

(b) Increase In adminiatratiw charges. 
(e) Reduction in value of newl, purchued buffaloe •. 
During the year 1948-49 a sum of Rs. 35,740 was wrqi7 

adjusted on account of Military Crecbt Notet. 
(a) Receipts due to transfar of N.lik Road bwlcU¥. 
(b) Valuation of home-bred youna 1tOCt. 
(a> Purchue of ice at higher rates. 
(b) More repair. to machinery. 
(e) Death of three Priesian bulla. 
(d) Reduction in value of newt,. purchaeed bdaloee. 
This farm started running U aD independeDt CODCIIftl wifIl 

e1fect from 1st April. 1949. 
W,,,ern CtIMffUJfUI 

(a) R.eduction in Betabli.brneDl . 
(b) Pricing of .toeb at incorrect rates which were hIt-

than the actual rates. 
(a) Decreue' in tracle due to lIIOVemellt or troopt. 
(b) Adjultmeatof administrative cblflOl for the ,... 

1941-49 in 1949-50 
(c) Acljuttmellt of maiIltelWaCe cbarJtt of MIttaf ...... 

tor tlle year 1941-49 ill 1949-,0. 

• 



MImo 
Patltanltot 

M'''''t • 

SS 
Cd) Extra profit taken d~ the year 1948-49 on account 

of coat of temparl.!)' buildinal of poultry farm han de4 
over to Military EDaiDcer "Servicea due to incorrect 
accounttn, a DO p&)'DICDt ill respect of buil~ s for 
which cremt wa taken was adjusted by this farm. 

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

(b) More receipts of maximum and minimum chilies. 
(c) Readjustment of interest charges as during the year 

1948-49 Rs. 27,438 were adjusted in excees through ao, .-
error. 

(d) Less expendinuc on temporary buildings. 
(a) Less production of fodder due to failure of raina. 
(b) Rearing of all buff young stock. 
(c) Rc-roofing of temporary buildings. 
(d) Reduction in value of newly purchased buft'a)oeB. 
(e) Increased administrative charges. 
Issue of more fodder to Army Service Corps. 
(a) More receipts of interest charges on Govcrnm!:nt. 

Account 'c', 
Cb) Receipt of departmental charges on fodder supplied to-

Army Service Corps, 
Command Stores 

(a) Reduction in &tablisiuncnt charges. 
(b) Increased realisations of handling char,es as a resultl 

of issues of more stores. 

Reasons for losses on individual Military farms duriug the year 1949-50 arc given. 
below:-

Etartrn Ctmrmand 

Common causes for lo.ses practica11yoD aU the losmg farm. in the Com mand: 
during the year 1949-50 wcre as under :- . 

(a) Leas salea of dairy produce due to decrease in tne atrength of the' 
aarrison . 

. (b) Increue in the ratea of pine pUrcha8ed. 
(c) Rearing higher percentage of calves, 

Specific caUSCI pertaining to individ~ farma are u follows:-
Milirary Parm, Al"a (LoI' RI, 72,629) 

(a) Charsea pertaining to previous year adjusted durina 1949-50:-

Electricity charges 
Vehicle maintenance charges paid to H,M.E. 
Interest charges 

(b) Loss of Baled fodder written C1ff 
(c) Due to very little green fodder being available during the year. 

the herd was mostly kept on 'A' scale. Cost of concentrates waa 
high and baled fodder cost that was imported was also high. 

Military Parm, Bareilly (Loss Rs. 42 ,583) 
The 10B8 is mainly due to re-roofing and repairs done to buildings out of revenue. 

Military Parm, Dehra Dun (Loss Rs. 2 S,S27) 
(a) Adjustment of vehicles maintenance charges for ~e previous year 
(b) Re-roofing of cattle sheds from revenue • 
(c) Loss of fodder 

Re. 
16,090' 
3,680 
7>430-



MilitllTY Farm, Lucknow (Loss RI. 60,605) 
<a) ClwJcs for pl'Cvious ~ adjusted in 1949-50:-

. Rail Cbaraes • 
Interest Charges 
Vehicles maintenance char,es paid to H.M.E. 

(b) Re-roofing of temporary buildings from rovenue 
(c) Expenditure incurred on production of grains and fodder but 

receipts therefrom credited durina 1950-51. 
.MihUJry Fa1m, Namltunt (Lou R,. ~6,983) 

(a) Re-roofing and repairs to buildings from revenue. 
(b) Decrease in sale rates for milk from -/619 to -/61- per lb. resulted in lcn 

realisation by • • • . • • . • • • 
(c) Previously requirements of Dairy Produce for Ramgarh were taken 

over by the Army Service Corps at Namkum, but commencina from ' 
1949-50 direct delivery is being made at Rarngarh on farm trucks. 
This resulted in an extra expenditure during 1949-50 amountlna 
to ' 

SoutINrn Command 
MUiciVY Farlft, Kalyan (LoIS R,. 85,468) 

ea) Cost of Revenue Wor~-such as of re-mofina Cattle Sheds. 
(b) Adjustment of Railway Warrant and CredIt Notc Charges pertaining 

to 1948-49 in the Accounts for 1949-50.. . • • . 
(c) Telephone charges for 1947-48 and 1948-49 paid in 1949-50. 
(d) Rearing of calYCI and evcntual transfer to other farms at no value, 

fecdina of tramferbKl fodder at lUsh landed cost and more casual-
ties ana condemnations. . 

MUitaryFarm, Kirlul (LD1S Rs. 1,00,100) . 
(a) Coat of Revenue Works. • 
(b) Abnormal casualties and loss sustained in the sale of condemned 

animals .. 
(c) Sp~ial depreciation charaes on newly purchased animals. 
Cd) Maintenance Charges ot Ma.tor Vehicles for 1947-48 adjusted 

during 1949-50. • . . . . . . 
(e) Focding of baled fodder received from other farms at ru,h llUldcd cost 
(f) Cost of barley loss aCCOl,lUted Cor in the Accol,lnts for 1948-49 ad-

justed in 1949-50 on receipt of ilUirxl.ltion from grain Depots. • 
MilitiVY Farm, Pilftpri (Loss Rs. :a8,444> 

RI. 
60460 
5,630 

11,7S0 
19,130 

14,680 

28,000 

80,000 

34,000 

36,800 

18,000 
8.0G0 

9.000 

The los. is mlinly due t() sp:cial d:prcciation charges On newly purcbaaed milch 
.cattle. 
Military FiVIft, WlllinttDII (Losi RI. :l3,1:lO) 

<a> Special depreciation charges ()n newly purchased buft'aloee. • 
. (b) Reduction in the sale rate of milk i .. ue4 duri. tho ~ 1 ...... 49 
. to 31-7-49 from Its. -11/6 to RI. -/61- per lb. LotI on 1,06,490 Iba. 

at RI. -/1/6 per lb. • • • • • • • • • 



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 Military Wing 

of the National Defence Academy, Debra Dun. Then 2 
years Technical University Graduates Course at the College 
of Military Engineering, Kirkee. 

(li) 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 posted to Engineer Units for some time before being posted to 
M.E.S. 

'. 
k 

(b) Civilian Officer,: 
(i) By departmental promotion of suitably qualified and de-

serving subordinates. 
(ii) By advertisement and recruitment (through the U.P.S.C.) 

of young engineering graduates. 

- , 

" 



APPENDIX XXVU 
MbaiatI7 of Del ... 

The utlllt oj work dotu (in ,,,,,,, 01 motIfy) thrOUfh tM at., oJ (i) contractOrs-
(ii) d4partrruntal"iabour and (m) BnginMr (PUwI4'" ftc.) UPliu d#rittI ,hi foumJ:tal year.' 
1949-S0 and 19So-51, 

Sl. No. Detail 1949-S0 19So-51 

Ra. Ils. 
in Iakhs in lakha 

I Capital Outlay 532'30 482'81 
2 Works other than Capital (Major Works and Minor Works) 93'59 83'67 
3 . Maintenance Buildin, and Communicetion. 456'47 542'28 
4 Maintcn8nce and Operation of Installations .. 213'29 199'97 ------.--

N.B, (1) Fi~ above include National Defence Academy Projcct, but bcludc 
works in JAMMU &: KASHMIR Area. 

2. No definite figures I'CJardinf, the value of works executed by ~aily Employed 
.Labour or BogiQCer Units are . aftUable, AJm08t all M,B.S, Works and Maintenance 
Servicea are carried out by. Contract • the ctmployment of .Daily Employed Lab?ur i. 
aenera1ly restncted to c:ertatn Maintenance Services such II repairs to Electrical &: 
"'Mechanical iDltallatlons, petty repairs to fumiture repain to P'?t-holcs on roads Ind the 
like, The value of IUch worb would be a very auuill fraction of the total expenditure-tlT 
between I and 2%, 

The value of work done by Military Units would be almost neglip:lble. as UDit~ are 
,enerallyemployed only on Qperanoaal Works or in exceptional CIIICI • where a parucu1u-
work has a traiDiDa value or it is DOt praaiQable to conclude contracta. 



APPENDIX xxvm 
Ministry of Defeace 

Note re: Para. 53 of Audit Report, 1952-:-Irregu.larities 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 had taken due notice of 
the. fac~ that proper Accounts in the Naval Stores Depot had not been 
mamtamed 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 
iiregularity in the accounting system. The court did take cognisance 
{)f such facts relating to the accounting system as came to its notice 
-during the proceedings. 

Again, on receipt of the report of the Court of Inquiry, the question 
-of disciplinary 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 
to audit they were eventually produced. 
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APPENDIX XXIX 
MiaiaUy of Fbumee (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 provides 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. CastinE' is done for each and every job order and'not on 
any percentage b8SlS. 
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APPENDIX XXX 
Ministry of Defence 

SUBJECT :-Disposal of Work connected with the Public AccountB' 
Committee 

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 enspre& 
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. matters 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 aU'thorities. 
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APPENDIX XXXI 
Mbdstry of Defence 

Report with reference to the last sub-pa.ra. 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 prlce 
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 tbat. it was not 
necessary 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-
~tances explained above. .-

1 



APPENDIX XXXII 
Note stating action taken by the Ministry of Works, Housing and 

Supply pursuant to item 11 of the Statement of Outstanding 
Reconunendatioll5* . 

Procedure followed in respect of procurement of stores with particular 
refe1'ence 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 U.K. 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 U.K. 

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 instructions and mode of 
despatch have been clearly specified; 

·Set Appendix 1. 
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(c) that a date by which supply is required has been stated; 
(d) that, the indentor has completed the financial cerflficate 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 payment has been made by the Accaunts 
Officers of the D.G.S. & D.or, if the Indenting Officer is a 
non-Government indentor, whether the indent· is aCcom-
panied with necessary deposit to cover the cost of stores and 
Departmental Charges. 

Only after all these points have been fully examined and settled 
to the satisfaction of the D:0.8. & 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 Indenting 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., thel'eafter 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 Gener~l 
is permitted to exceed the Indenting Officer's estimated rates wi'thout 
his prior concurrence up to certain limits. In the case of Defence . In-
dents, according to the present arrangements, the demands enn be 
covered at rates exceeding the indentor's estimates upto 66 2/3 pet 
cent. without prior reference to the Defence indentor, provided the 
extra expenditure to be incurred :on this account does not go beyond 
Rs. 51akhs. 

Supplies are governed by the Standard Conditions of Contract 
which have been drawn \.l.P by the Government of India in consultation 
with the Ministry of Law. The delivery dates stipulated in the con-
tract are extended where considered necessary, with or without 
penalty. Indenting Officers arc 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~ 
dated with every development concerning the contract. 

Progress agairist every demand is watched by the Purchase Orga-
nisations from the time indent is accepted right upto the time de-
liveries are completed. In~ntors are kept informed at every stage by 
issue of Progress and Dela~ Reports and they are ihus 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 organisatioD 
.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-
ties on whose behalf they act are called. upon to bear losses in cases in 
which: 

(a) they are not lawfully and equitably to be borlif 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 (6) are dealt with on the general 

principles laid down for the investigatiol) 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 
.satisfactidn of the demand. 



APPENDIX XXXIII 
No. F.lO(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. 

:t 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 UN-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. 

I-Gcn!ral Ab.Slract of Receipts and DisbllrSettl<'tlts 
(In lakhs of Rs.) 

Receiph 

Revenue Rc:ccipts 

Capital Accounts not met 
from RC'venue . . 

Public Debt incurred 
Unfunded Debt incurred 

Deposits and Advances 
Loans and Advances by 

the Central Gqvernment 
Remittances ' 

DetailK Actuals 
vide for 

statement 

A 

B 

C 

" .. 
" 

66 

Disbursemenh 

Expenditure on Rc\'enue 
Account (AA). 

Capital Accounts out-
side the Revenue Ac-
count. 

Public Debt discharged. . 
Unfunded Debt dis-
charJ1ed. 

DepoSits and Advances. 
Loanp and Advances by 
. the Central Government. 
Remittances. . 

Actuals 
for 
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I-Geftet'al Abstract of Rtc';"J lIIUl DtiburSetrtent~td. 

(In Iakhs of Rs.) 

R.ecoipts Details Actuals 
Wit. for 

'statement 

Disbursements AcnWs 
foc 

--"-'~---"'-----'r-_. ----.. --- ,.--'-.----.~. _. __ ._.- -,---- -------
'Transfer of Cah between C Tranafer of cash betwccn 

Bn,land. and India En,land and India. 

Reserve Bank Jlcposits " Reserve Bank Deposits. 

':['otal Receipts TQtal Disbursements. 

Openin, BaJaQCC ., CJosin, Balance (BB) • 

(M) Revenue Surplus/Deficit durin, the year == 
(BB) Increasc/Decrease of balance duriIll the )'OIr ... 

STATBMEN7' A 

St4mtrUl1'y of RtJUen.u and Bxpmdj/ure 

Revenue Revised Actuals 
Estimates 

I 

1. CONSOLIDA-
TED FUND OF 
INDIA-

PRINCIPAL 
HEADS OFRE-
VBNUB---

I.-Customs 
II.-Union Excise 

Duties. 
IlL-Corporation Tax 
IV.-Taxes on In-

come other than 
Corporation Tax. 

V.--Estate Duty 
Vr.-Opium. 
VII.-Land Revenue 
VllI.--Slatc Excise 

Duties. 
IX.---Stamps. 
X.-Forest .. 
XL-Registration. 
XII.--Reccipts un-

der Motor Vehi-
cles Act. 

XIII.-Other Taxes 
and Duties. 

TOTAL 

Z 3 

(In laths of Rs.i 

Revised Actuals Expenditure 
Bstimates 

4 

1. CONSOUDA-
TED FUNDOF 
INDIA--

DIRECT DE-
MANDS ON 
THE REVENUE-

I. ---Customs • 
:t.-Union Excise 

Duties. 
3.---CorporationTax. 
4.---Taxes on In-

come other than 
Corporation Tax. 

S.----Estate Duty 
6. -Opium .. 
,.----Land Revenue. 
8.--State lixclsc Du-

ties. 
9.--Stamps. . 
10. Forest. 
I I.·--Registration. 
12.-Chargcs on ac-

count of Motor 
Vehicles Act. 

J3.---0ther Taxes 
and Duties. 

TOTAL 

S 6 

--- .-~ . -~ --... - ..•...... ----~.--.---.. -.. ~---------,-.---
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JRRIGATION-

XVII. -Works for 
which Capital Ac-
counts arc kept··. 
Gross Receipts. 

Deduct .. Workin, 
Expenses. 

Net Receipts. 
XVII I.-Works tor 

which no Capital 
Accou nts 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.· Jails and 
C-onvict Settle-
ments. 

XXIII. Police. 
XXIV.--Ports and 

Pilotage. 

XXV·---Lishthouses 
and Liabtships. 

XXVI.· ··Education. 

XXVII.-- -Medical. 

XXVIII. ·Public 
Health. 

XXTX. -AJricu1ture. 

XXX.·-Vetcrinary. 

68 

3 

REVENUE AC-
. COUNT OF IR-

RtGATION 
WORKS···· 

17"'!nterest on 
works for which 
Capital Accounts 
arc: kept. 
11!. .. -Other Revenue 
Expenditure. 

TOTAL' • 
CAPITAL ACC-

OUNTS OF IR-
RIGATION, ETC., 
WORKS MET 
FROM R.EVENUE-

19.·· Construction of 
Irriaation Works • 

POSTS AND TELE-
GRAPHS REVE-
NUE ACCOUNT. 

lO.Post& and Tele-
graphs Interest on 
Debf. 

DEBT SERVICES- .. 
:z.:z..---Interest on Debt 

and other Obli-
gations. 

Deduct-Interest trans-
ferred to : ... 

Railways, Irriaation, 
Post~ & Teqraphs. 

State Govcrnments 
Commuted value 

of PCDlliona. 
Other heads. 

TOTAL TRANS-
FERS-' 

Net. 
23.-Appropriation 

for Reduction or 
Avoidance of Debt. 
TOTAL. 

CIVIL ADMINIS-
TRATION--

2S.· .. General Ad-
ministration. 

26.-~Audit. 

:z.7.· ·Administration 
of Justice. 

28.·-Jailll and Con-
vict Settlements. 

6 

, '~~"'. ".'_._. ___ ,, ___ ,_ - - . __ .. __ ...•.. _. ,._ ..•••. ____ -------'"-_. ___ " .0_'_'- _____ .. _. ___ .• 



I 

XXXI. - Co.,)pera~ 
lion. 

XXXIJ.-··Indus-
tries and Supplies. 

Dedud·Working 
e"pen8e~. 

Net Receipts. 

XXXIII.- ·Aviation. 

XXXIV.·· -Brolld~ 
casting. 

XXXVI. Miscel-
laneous Depart-
ments. 

TOTAL 

CURRENCY & 
MINT-

XXXVII. ··Currency. 

xxxvnr.·--Mint. 

TOTAL 

CIVIL WORKS, 
ETC. 

XXXIX.· -Civil 
Works. 

XL.-···Receipts [rom 
Multi-purpose 
River Schemes. 

ELEGI1UCTITY 
SCHEMES--

XLI. ·-Receipts from 
Electricity Schc-
me1l'~ • 

Gross Receipts. 
Deduct·--Working 

Expenses. 
Net Receipts. 

MISCELLA-
NEOUS-

XLIV.--Receipts in 
aid of Super-
annulltion. 

XLV.---Stationery & 
Printing. 

3 

29.--- Police. 

30.· -Ports & PlIotaae. 

31.-' Lighthouses 
and Lightships. 

34. Tribal Areas. 

35. -External 
Affairs. 

36. Scientific De-
partments. 

37." Education. 

311. Medical. 

39. - Public Health. 
40. Agriculture. 

4o-A.··· Rural Dc-
velupment . 

. :p. Veterinary. 
42.' .. OH.lperation. 
43. Industrlcs 

and Supplies. 

44.' Aviation. 
45.- Broadcasting. 

46.---MisceUaneous 
Departnlcnts. 

TOTAl. 

CURRENCY & 
MINT .. · ,.S. -Currency. 

49.- Mint. 
TOTAL 

CIVIL WORKS, 
ETC. 

50.-· Civil Works. 
5 I ·B.·--Other Revenue 
Expenditure con-
nected with Multi-
purpo8e River 
Schemes. 

TOTAL 

5 6 

... 



XL V-A.--Contribu-
tiOflI from Railways. 

XL VI.----Miscella-
neou •• 

XLVI ... A.-·Re-
ceipts from ROld . 
Tranaport Sche;;-
mes-Gross 
Receipts. 

Deduct-WOI'king 
expoilllCt. 

'Net Rcccipt,_ 

1'OTAL 

DEFENCE SBR-
VICBS-~ 

XL VII. -Defence 
Rece.ipt~ Effec-
tive. 

XLVIII.-· . Defence 
Receipt" Non-
effective. 

TOTAL 

<::ONTRIBUTIONS 
AND MISCEL-
LANEOUS AD-
JUSTMBNTS 
BBTWEBN 
UNION AND STATE 
GOVERNMENTS--

L.-Miscellaneou8 
Adjustments be-
tween Union IUId 
State Governmentl. 

EXTRAORDINARY 
ITEMS·-

L r. -Extraordinary 
Receipts 

LJI -R.Civil Defen<.'e. 
L II -c. --Pre-parti-

tion Re(''eipts. 
TOTAL 

RAILWAY REVE-
NUBS AS PER 
RAILWAY 
BUDGET-

TOTAL ·-Revenue. 
Excen of Expendi-

ture over Revenue 
or Deficit. 

2 3 

ELBCTRICITI' 
SCHBMBS-

Sl.A.-Other 
Rovenue Bxpend.i-
ture oonnected 
with Electricity 

Schemes. 
CAPITAL AC-

COUNT OF 
BLBCTRICTY 
SCHEMES WITH-
IN REVENUE AC-
COUNT-

S3.-Capital Outlay 
on Electricity 
Schemes. 

MISCELLA-
NBOUS-

54. ··Famine. 
S4-A.-Territorial 

and Political Pen-
sions. 

54-B ... Privy Purses 
and Allowances of 
Indian Rulers. 

55.' ·Superannua-
tion Allowances and 
Pensions. 

S6.-Stationery and 
Printing. 

57.-Miscellaneous. 

Total 

DEFENCE 
SERVICES· -

58.--Defence Ser-
viCCll Effective-
Army. 

59. Defence Services 
Effective-Navy. 

60. ·Defence Ser-
vices Effective-
Air~orce. 

6o-A.· .. Defence 
Services Non- Effect-
ive. 
TOTAL 

s 6 .. 

, 

'. ___ ._ . _ .. _~.~. _ ,._ ... _", ___ , ___ ._~ ___ .M·~_ .. __ ._ .. ___ ..... ___ . ___ -.;_. _____ .~_ ...... _ .. __ . __ _ 



71 
----------------- -------------------_. ------_. 

I 2 3 4 5 6 
-_._---------------- -.-._-._--.-

CONTRIBUTIONS 
AND MISCEL· 
LANEOUS AD-
JUSTMENTS 
BETWEEN 
UNION AND 
STATE GOVERN-
MENTS-

6 I .-Grants-In-aid 
to States. 

6z.· .. -Miscellaneous 
Adjustments bet-
ween Union and 
State Governments. 

TOTAL 
EXTRAORDINARY 
ITEMS-

63.--Extraordinary 
Charges~ 

63-A.---Expenditure 
connected with 
Post Wat PIannfua 
and Development. 
63-B.~uaity 
Development Pro-
jectl. 

64-B--Civil Defence. 
64-C.--PTe~n 
Payments. 

TOTAL 
RAILWAY EX-
PENDITURE AS 
PER RAILWAY 
BUDGET--

TOUl-Expenditure 
met from Revenue. 

Excess of tRevenue 
over Expenditure 
or Surplus. 

-----------------------------
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74 
STATEMENT' A' II 

Stutemml shotving Receipts undeT cerlai" Helldr of Refltnue by Minor H,ads for 
year...... • 

• (In Lakbs of Rupees) 
------------ -----------_.---------------

Major HClid 

I. Customs 

II. Union Excisc:Dudcs 

Minor Heads 

----- ..• -.-----
Sea Customs 

Imports . 
Exportll . 
Miscdlaneous 
Land Customs 
Receipts in England 

Excise duty on Motor spirit 
Excise duty on Kerosene 
Excise duty on Silver 
Excise duty on Sugar 

TOTAL 

Excise dUr)' on Matches . 
Excise duty on Ingots . .. 
Excise duty on Mechanical Lighten 
Hxcise duty on Coal and Coke 
Excise duty on Tobacco. , 
Excise duty on 'Vesetable Produce 
Exclee duty on Betelnuts 
Excise duty on Tea . 
Euse duty on Coffee 
Bzciae duty on Tyree 
Miscellaneous ••• 
R.ecclpts in Bnaland . • .. 
Share of nct proceeds uaigMd·to States. 

TOTAL 
111. Corporatioo. Tax • Ordinuy Collections' • • • 

Advance payment of Tax under Sec-
tion J8-A of the Indian Income Tax 
AI:! 1922 

I V. Taxa OIl Income 
other thin Corporation 
Tal:. 

MiIcellancouI 
ReceiptsinEnaIaDd 
Deduct-Refunds 

TOTAL 
IncomeTax. . . . . 
Super Tax • . . ; . 
Advance payment of tax under Section 
I8-A oC the Indian Income Tax 
Act.t922 
Mlsccl1ancou1 . 
Rtceiptl in BnJland 
Deduct-Refwid.. . • 
Share of net proceedl ... iped to 

States. 
TOTAL 

Revised ACtuais 
Estimates 
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?6 
STATBMBNT 'C: 

Debt, DepMtr oIfd Remittance Accounu Summary 0/ R,c,i", and DUlMrseffUfClJ 
by MQjor Heads 

(In LakhI of Rupeea> 

Hcads of Receipts 

N. Public Debt Incurred 
'0. Unfunded Debt • 
P. Deposits and Advances 
Q. Loans and Advance. by the 

Central Government. 
S. Remittances, 
T. Tranafer of Cash between 

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 

Actoals for 

GRAND TOTAL 

Hcads of Dilbunementt 

·.·.N. Public Debt Discharpd 
O. Unfunded Debt 
P. Depoaits and Advances 

Q. LoanJ and Advances by the 
Central Government. 

S. Remittances 
-T. Transfer of Cash between 

Bnlland and India. 
U. Reserve Bank Depouta. 
SUMMARY 

Total Disbursements under 
Debt, Deposits, etc., bead •• 

Total Bxpenditure.. per 
Statement 'A'. 

Total Disbursoments. 
V. ClosJna Balance 

GRAND TOTAL 

Actua1afor 

(Details as per Account No.1 of part B. II of the Central Finance Accounts 1946-47, 
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APPENDIX XXXIV 
Lok Sabba Secretariat 

MDlORANDUU: FOR CONSIDERATION OF THE PUBLIC ACCOUNTS CoMMITTEB 

Finance Accounts of the CentTal 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 tum, 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 examilljltion 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 rece4>t 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-Genera.l of India. The lay-out of the forms is similar to 
the statements included in the Finance Accounts referred to in the 
above paragI1lph. This is for the approval of the Committee. 

11 
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