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MINISTRY OF FINANCE 
(FINANCE ACCOUNTS) 

(Department of Revenue and Insurance) 
Recommenda tion 

From the facts placed befote them, the Committee have not 'been 
able to satisfy themselves that e.qenditure on revenue earning and 
other activities of the Customs Department was kept fully under con- 
trol. They hope that when the accounts for 1961-62 are taken up f m  
emmination the Department will be in a position to present a c m -  
pkte appraisal of the expenditure against the results achieved. 

[S. No. 9 (Para 11) of Appendix V to 9th Report-1962-631. 

ACTION TAKEN 
The Committee's observation had been noted. Since then Ac- 

counts for 196142 as well as Accounts for subsequent years 1962-63 
and 1963-64 have already been examined by the P.AC. The cost of 
collection has in fact been reduced from 2.1 per cent in 1960-61 to 
1.2 per cent in 1963-64. No further action is therefore pending on 
this observation of the P.A.C. and the item may be treated as closed. 

[Vetted by the Comptroller and Auditor General vide their U.O. 
No. 157-69/Rev.-64/Vol. 11, dated 18-1-19661. 

MINISTRY OF FINANCE 
(Department of Expenditure) 

Recommenda tion 

The Committee would like to mention here that they have a 
feeling that there is a scope for economy in expenditure that is w w l -  
ly incurred by the various departments of Government under the 
nomenclature "contingent expenditure". Contingent Expenditure 
has been defined as "all incidental and other expenditure including 
expenditure on stores, which is incurred for the management of an 
o p e ,  for the working of technical establishment such as a labma- 
tory, workshop, industrial installation, store depot, and the like but 
does not inclu& any expenditure which has been specifically classi- 
fied as falling under some other head of expenditure, such as 'Works', 
'Stock', 'Tools and PLnt'." 

The Committee would like the Ministry of Finunce to exami3e 
capjully the zmriolls items of expenditure that are included by dide- 
r&t Ministries and Departments under this mmencklture with a dew 



to ascertaining whether an3 amendment in the definition of this 
nomenclature is necessary to clarify the nature of expenditure in- 
cluded thereunder. The powers delegated to diflerent authorities to 
incur erzrpenditure under the nomenclature "contingent expenditwe" 
should also be reviewed with the object of achieving economy. In 
this connection the Committee also recommend that the provision 
on certain items such as inaugural ceremonies, laying oj joundation 
stones, etc., should be exhibited separatety in  the 'budget with a 
view to apprising Parliament of the quuntum of such expenditure. 
The Committee also feel that during the period of emergency, ex- 
penditure on such items should be substantially curtailed if not eli- 
minated altogether. 

[SI. No. 4 (Para 4) of Appendix I1 to 22nd Report (3rd Lok Sabha) .] 

The provis~on for contingent expenditure 1s made in the Demands 
for Grants under the primary unit 'Other Charges'. The various 
items of expenditure which fall under the nomenclature 'contingent 
expenditure' have been under constant review and instructions were 
issued in this Mmistry's O.M. No. 3(58)-B/62, dated the 29th August, 
1964 (Annexure I) that items of expenditure which fall under the 
following categories should be exhibited under separate units of ap- 
propriation in the Budget, distinct from 'Other Chargesp:- 

(1) Grants-in-aid, Contributions, etc; 

( i i )  Stores and Equipment, other than normal office equip- 
ments; 

(iii) Plant and Machinery; 

( iv)  Works. including Repairs; 

(v) Doles, relief measures, cost of ration? etc.; 
(vj) Arms and Ammunitions; 

(vii) Exhibitions and Publicity; and 

(viii) Survey operations, Explorations, Experiments and Re- 
search, etc. 

With the segregation of the above items of expenditure, the provi- 
sions under the unit 'Other Charges' are limited and restricted to 
items which are incidental to the management of an office. Instruc- 
tions have also been issued in paragraph 2 of the aforesaid Office 
Memorandum that broad details of various items of expenditure which 



are included in the unit of appropriation 'Other Charges' should be 
exhibited in part 111 (Details) of the Demands for Grants, whenever. 
the amount involved is substantial, say, Rs. 5 lakhs or more. Jf, 
besides the above items, any other items of expenditure not perlain- 
ing to the management of an office came to notice, action will be 
taken to segregate them. In the circumstances. the Committee will 
perhaps appreciate that an amendment of the existing definition of 
'contingent expenditure' is not necessary. 

1.2. The Administrative MinistriesiDepartrnents of the Central 
Government have full powers to incur contingent expenditure. The 
exercise of these powers is, however, subject to the restrictions a l~d  
scales laid down in the Delegation of Financial Powers Rules, 1958 
and the c'leneral Financial Rules, 1963. Further, the Administrative 
Ministries are required to forward to the Finance Ministry copies of 
orders sxictioning contingent and miscellaneous expenditure above 
Rs. 2,500 recurring per annum, in each case, and above Rs. 10,OUi) ncn- 
recurring, in each case, so as to provide the Ministry of Finance an 
opportunity to review the nature of expenditure and suggest economy 
where i t  is needed. Moreover, as the policy is to devolve more and 
more powers to Ministries etc., subject to watch through reports/ 
returns, it is not considered desirable to withdraw and restrict 
powers already delegated. 

1.3. As regards the feasibility of exhibiting the provision on cer- 
tain items such as inaugural ceremonies, laying of foundation-stones, 
etc., separately in the Budget, as recommended by the Committee, 
there are inherent difficulties in anticipating sixteen to eighteen 
months in advance when the original estimates are framed, inaugu- 
ral ceremonies likely to take place and to estimate the expenditure 
therefor. Besides, under this Ministry's Office Memorandum No. F.l 
(1) -E.II (A) /63, dated the 11th January, 1963 (Annexure 11) , the 

expenditure on such inaugural and social functions has been limited 
t~ Rs. 500 per occasion including expenditure of a contingent nature 
like printing of invitation cards, provision made for shamianas, 
refreshments, garlands, photographs, etc. In this connection, refer- 
ence is also invited to paragraph 17 of the 26th Report of the P.A.C. 
(Third Lok Sabha) in which the Committee welcomed the step taken 
by the Ministry of Finance to fix the above limit and indicated that 
the results of this measure would be watched through subsequent 
Audit Reports. I t  will also be observed that the total expenditure 
on this account amounted to a little above Rs. 5 lakhs in 1960-61, in- 
cluding an  amount of Rs. 2,55,084 for light refreshments. This ex- 
penditure was incurred before the limit of Rs. 500 was fixed. As 
this limit has now been reduced, the total expenditure is likely to be 



.YdH smaller. U these amounts are to be exhibited separately in 
the Budgat it will necessitate the opening of a sub-head or a number 
of subheadr under individual demands, and the amounts under each 
e~b-head would be insignificant. The objective of apprising the Par- 
liament of the quantum of such expend~ture is thus not likely to be 
achieved as it would be spread in small amounts over individual 
estimates under each grant and sub-heads thereunder and a con- 
solidated figure of such items would not be available in the budget 
documents. Any significant violat~on of the orders of Ministry of 
Finance that may come to the notice of Audit, during any year will 
no doubt be reported through the audit report as already desired 
by the Conunittee in paragraph 17 of their 26th Report (Third Lok 
Sabha). In the circumstances it is hoped that the Committee would 
on reconsideration agree that the expenditure in question need not 
be exhibited separately in the Budget. 

1.4. In regard to expenditure on inaugural ceremonies, laying of 
foundation stone etc., the Administrative Ministries were given 
powers in 1954 to incur expenditure upto a maximum of Rs. 5,000 on 
each occasion. As already mentioned in paragraph 1.3 above, such 
expenditure has been restricted to Rs. 500 in 1963. No further cur- 
tailment of the limit of Rs. 500 is at present considered necessary. 

G. C. KATOCH, 
Joint Secretary to the Government of India. 

[Min. of Fin. U.O. No. F.1(6)-E.II(A)/64, dated 16-2-1966]. 

ANNEXURE I 

WPY OF MINISTRY OF FINANCE (DEPARTMENT O F  ECONOMIC 
AFFAIRS) O.M. NO. F. 3'(58)/62 DATED THE 29TH AUGUST, 1064, 
ADDRESSED TO ALL MINISTRIES/DEPARTMENTS ETC. 

Stnuam:-Budget provision included under "Other Charges". 

The undersigned is directed to state that budget provision includ- 
ed under the unit of appropriation "Other Charges" IS normally in- 
tended to cover ordinary Contingencies and other miscellaneous 
items of expenditure the exhibition of which under separate units 
of appropriation in the Demands for Grants is not, judged from their 
nature and amounts considered worthwhile or necessary. Instances, 
however, have come to notice where the provision made under this 
unit of appropriation includes items of expenditure which do not 
either represent incidental and other expenses which are incurred 
for the management of an office as such, and do not consequently 



come within the scope of "Contingencies", or which, according to the 
prescribed rules of classification, fall under other well-recognised 
categories, e.g. works, grants-in-aid, etc. All the Ministries and De- 
partments a:c, therefore, requested to take steps henceforth to seg- 
regate the estimates of expenditure on the following, and other similar 
items and include provision in respect thereof under separate units 
of appropriation, distinct from "Other Charges7':- 

(i) Grants-in-aid, Contributions, etc; 

(ii) Stores and Equipment, other than normal oflice equip- 
m e n t ~ ;  

(iii) Plant and Machinery; 

(iv) Works, including Repairs; 

(v) Doles, Relief measures, cost of ration etc.; 

(vi) Anns and Ammunition; 

(vii) Exhibitions and Publicity; and 

(viii) Survey operations, Exploration, Experiments and Kesearch, 
etc. 

2. It has also been noticed that the estimates under "Other Char- 
ges" are not always supported by broad details of the component 
items. I t  is essential that Part 111 (Details) of the Demmds for 
Grants should, wherever possible, show the broad details of the 
various items of expenditure for which provision is included under 
each unit of appropriation, including "Other Charges", particularly 
when the amount involved is substantial, say Rs. 5 lakhs or .more. 
The. u n h i g n e d  is, therefore, also directed to impress upon all 
MinistrieslDepartments the importance of furnishing on the body 
of the Estimates of Standing Charges and also the New Item State- 
ments, invdving provision under "Other Charges", the broad details 
of the items comprising the provision proposed under the unit of 
appropriation. 

Sd/- S.' K. DAS GUPTA, 
Under Secretary to the Government of In&. 



COPY OF MINISTRY OF FINANCE (DEPARTMEPU'T OF EXPEbiDlTUKDj, 
E II(A) 'BRANCHES O.M. KO. F. l(1)-E.II(A)/63 DT: 11Ti.I 
JANUARY, 1963 ADDRESSED TO ALL MINISTRIES OF THE GOV- 
MZNMENT OF INDIA ETC m.. 

SUWIWT: -Ecoitomy in expenditure on ceremonies connec:ed with 
Zaying of foundation stones, opening of public build~ngs and such 
other functions. 

'I'hc undcrs~gr~ed is directed to invite a reference lo paragraph 
l ( i )  of this Ministry's Omce Memorandum No. F. C(li)E.G.I.!54, 
dated the 22nd November, 1954 in which the Ministries of the Gov- 
ernment of India were delegated power to sanction expenditure in 
connection \v,th the laying of foundation stones and the q e n i n g  
ceremonies oi  Government undertakings and other Government ins- 
titutions. subject to a maximum of Rs. 5,000 on each oxasion. 'l'hc 
President is now pleased to decide that on such inaugural and social 
I'unctions, the expenditure should not exceed Rs. 500 in ail, lnciuding 
expend~ture o i  a contingent nature likc printing of invitatlons, pro- 
vision of shamianas, refreshments. garlands, photographs etc. 

Sd/- HOT CHkrliD. 

Under Secretary to the Government of India. 

MINISTRY OF FINANCE 

(Department of Co-ordination) 

Recommendation 

The Committee trust that an early decision will be taken on the 
question of the Central Government themselves undertaking cons- 
truction of the major projects in the States instead of advancing 
them loans for the purpose, considering all the difficulties that are 
being experienced in repayment. 

IS. No. 10, Para 10 (ii) of Appendix to 22nd Report (Third Lok Sabha) 3 

ACTION TAKEN 

The questlon has been carefully considered, with particular ref- 
erence to the lrrigation and Power projects, the large projects in the 
States being mainly in that sector. The question of iinancing of 
large irrigation projects in  the States came u p  also before the Com- 
mittee on Agriculture and Irrigation set up by the National Dcve- 
lopment Council and the Committee recommend in September, 1965 
that for large irrigation projects, adequate provision should be made 
as ear-marked Central assistance. 



2. For the present, it has been dectclded that generally the construc- 
tion of major projects in the State sector may contil~ue to bc the 
responsibility of State Governments, the projects iorl:i llig part of 
the State Plans. It may be added that the burden of repayment of 
the loans advanced to the State Governments is duly take11 into ac- 
count wh.le &timating the Ie.iourct.s of the State Gcnwntnents for 
their dc:.eloyme~t Plans and in the determination of the siic of  the 
State Plans. A reasonable balance is thus secured belwcen the re- 
scurces of the State Government arid various commitments, includ- 
ing the repayment obligations to thc Centre. 

This has been vetted by Audit. 

(Department of Revenue) 

Recommendation 

The Committee have already discussed at some length the reasons 
for variations in the budget estimates and actuals of revenue receipts 
under Customs, Union Excise Duties and Income Tax  and Corpora- 
tion T a x  which mainly account for the increase in actuals. (of. 
paras 2 to 6, 10, 11, and 36 of 27th Report and para 2 of 28th Report- 
(Third Lok Sabha). They would only like to reiterate here the im- 
perative need for framing realistic estimates of receipts from the 
various taxes and arresting the increasing trend of underestimating 
revenue. The Committee hope that Government would keep under 
constant review the two main factors which tend to  widen the gap 
between the estimates and actuals viz. deficiency in  collection of 
reliable statistics of economic growth and conservatism i n  estinta- 
ting and apply necessary correctives. 

[Serial No. 1 (Para 1) of  Appendix XVII  to 36th Report] 

The observation of the Committee have been noted. 

[This has been vetted by audit vide Shri Gauri Shanker's D. 0. 
KO 243 5-Eev.jPAC 169-64, dated 17-8-1965]. 

[F. No. 83/45/6M.T. (B) 1. 



Recommendation 
The Committee have already discussed at some length the reasons 

for vatiation in the budget estimates and actuals of revenue receipts 
under Customs, Union Excise Duties and Income Tax and Corpora- 
tion Tax which mainly account for the increase in actuals (cf. paras 
2 to  6,  10, 11 and 36 of 27th Report and para 2 of 28th Report-Third 
Lok Sabha). They would only like to reiterate here the imperative 
need for framing realistic estimates of receipts from the various taxes 
and arresting the increasing trend oj underestimating revenue. The 
Committee hope that Government would keep under constant re- 
view the two main factors which tend to widen the gap between 
estimates and actuuls viz., deficiency in collection of reliable statistics 
of economic growth and conservatism in estimating and apply neces- 
sary correctives. 

[S. No. 1 (Para 1 )  o f  Appendix XVII to 36th Report (196465).] 

A c n o ~  TAKEN 

Committee's observations have been noted. Certain ways and 
means o f  making the estimates o f  Customs more realistic have been 
indicated t o  the  Collectors. It has also been emphasised to the 
various Ministries~Departments concerned to give us more nccurate 
data about imports to  be effected b y  them or b y  organisations under 
them. Attention in  this connection is invited to  replies on paras 10 
& 11 of the 27th Report (1964-65), copies enclosed. (Annexures I & 11). 

The industri 

(Department of Revenue 

Rccomh~endation 

.a1 production and the industrial n 
important items 
Government and 

.eeds i n  respect of 
like machinery and fuel oils are well known t o  the 
yet for two years in  succession the same reason has 

been advanced for the variations, viz., larger imports of machinery 
and fuel oils required to  meet industrial needs vide Explanatory 
Memorandum on the Budget of the Central Government, 1963-64, 
page 10 and ibid 196465, page 15).  The  percentage of variations has 
increased from 11.9 in 1961-62 to 18.35 in 1962-63. The Committee 
view this trend of rise in percentage variations from year t o  year 
with concern. They feels that this persistent under-estimating of 
Tevenues is primarily due to  defective budgeting which requires 
special remedial measures. The Committee desire that the Finance 



Ministry who are the guardians of t b  Centre's finances and an whom 
lies the o r n i l  responsibility for fmming the Central Gsternment's 
budget accurately, should supplement the stutistica1 infownatbn re- 
ceived from Administrative Ministries with their own indepen- 
dent investigations and researches in order to be able to bettev assess 
the industrial and economic trend, nuntement of foreign exchange 
etc. and thewby to amve  at w e  precise estimates. The Committee 
hope that efforts will be made to improve the budrget estimates of 
customs Revenues. The Committee would like to be informed of the 
steps, if any, taken already or proposed to be taken hereafter in this 
direction. 

[S. No. 7 (Para 10) of Appendix XVII to 27th Report (1964-65.1 

ACTION TAKEN 
So far as Customs Revenue is concerned, this Department has 

issued instructions to the Collectors to make a closer scrutiny of the 
estimates furnished bv the lower formations, before submitting them 
to this Department. Wavs and means have also been suggested to 
the Collectors for making the estimates more realistic. In the Com- 
bined Conference of Collectors of Customs and Collectors of Central 
Excise held at Madras from 10th to 12th November, 1964, the need 
for framing the budget estimates on a more realistic basis was again 
impressed on the ColIectors. This Department has also emphasised 
to the various concerned Ministriespepartments of the Government 
of India the need to give as accurate data about the respective im- 
ports to be effected by them or  by organisations under them ne pos- 
sible, so that the budget estimates may be framed with similar 
accuracy. Inter-Ministerial and Inter-Departmental discussions, be- 
fore finalising the Customs Revenue Estimates, are also envisaged. 

(Department of Revenue) 

Recommendation 
From the detailed examination of the variations in respect of some 

minor heads the Committee find that while the overall variation 
under the head 'Customs' is 18.35 per cent which itself is very high, 
the variations under some of the individual items are dispropor- 
tionately large (e.g. High Speed Diesel Ooil and Vaporising Oil 119 
per cent Machinery, 38 per cent Kerosene and Motor Spirit, 28 per 
cent Railway Plant and Rolling Stock, 256 per cent Heavy Chemicals 
(Protective Duty), 123 per cent; Motor Cars, Cycle etc., 89 per cent 
and Pneumatic Rubber Tubes and Tyres, 68 per cent. The Cornpit- 
tee also notice that the Government budgeted for a lower figure than 
the nctuuls of fhe previous year in qome cases, (Kerosene oil and 



motm spirit, High Speed Diesel Oil and Vaporirring Oil) and vlii- 
triately the actuals exceeded both the budget estimates and the revis- 
ed estimates. From the foregoing, it is obviouj that there i s  scope 
for considerable improvemenf in  the preparation of estimate of eus- 
tonu revenue. The Committee trust that the cases involving heavy 
variations will be examined thoroughly hy the Ministry of Finonce 
and that suitable remedial measures would he taken so that the 
estimutes are framed more realistically. 

( i i )  The Committee regret that in one case (Railways), there was 
no consdtation between the Ministry of Finance and the administra- 
tive Ministrp. The Committee hope that this is an isolated instance. 
The?! consider it to be of the utmost importance that timehr ccnsulta- 
ttons and discussions are held between the Finance Ministry and other 
rrdministrative Minwtries concerned, at the time of framivg original 
as well as revised estimate. 

[S. No. 8 (Para 11) of Appendix XVII 27th Report (1964-65).] 

The Committee's observations have been noted. Certain ways 
and means of  making the estimates suggested by the Collectors of 
Customs more realistic have been indicated to the Collectors. It  has 
also been emphasised to I he various Ministries/Departments concern- 
ed to give as accurate data about their respective imports to be 
effected by them or by organisations under them as possible so that 
thc budget estimates to be Yramed may take them into account. 
Inter-Ministrial and inter-Departmental discussions to infuse greater 
accuracy in the estimates are  also envisaged. 

Recomrnenda tion 

The Committee have already discussed at some length the reasons 
for ouriation in  the budget estimates and actuals o f  revenuc receipts 
~rnder Customs, Union Excise Duties and Income T a r  artd Corpora- 
tio-t T a x  which mainlv nccolcnt for the increase in  actuals (of paras 
2 to 6 ,  10, 11 and 36 o f  27th Report and para 2 of 28th Reporl-Third 
Lok Sabha) . They  woltld only like to  reiterates here the imperative 
need for framing realistic estimates o f  receipts from the zmrioxr tares 
awd arresting the incrensinn trend of underestimating reocnue. The  
Committee hope that Government would keep under constant review 
the two  main factors which tend to widen the gap between estimates 
and actual viz., deficiency in collection of reliahle statistic of economic 
growth and conservatism in  estimating and apply necessary covec- 
tives. 

[S. No. 1, (Para 1) of Appendix XVII to 36th Report (1964-65) .] 



The observations of the Public Accounts Committee have been 
noted. Adequate statistical information is available in respect of 
commodities already chargeable to excise. but this is not so in res;>ecl 
o f  new excises where on account of need for secrecy the enquiry has 
to be limited In its scope. In order to frame realistic estimates of 
receipts Yrom the Central Excise, steps have also been taken to consult 
to Directorate of Sugar and Vanaspati (Ministry of Food and Agri- 
culture), Textile Commissioner, Ministry of Commerce, Ministry 
of Petroleum and Chemicals. and Directorate General of Technical 
Developmen? (Ministry of Industry and Supply) with a view to fix 
budget estimates as accurately as possible based on the estimates 
of productions and consumptions of excisable goods with which the 
respective Ministries or Departments are concerned. 

F. NO. 36/51 /65-CX-I.] 

(Department of Econonric. Affairs) 

Recommendation 

The Committee can well appreciate the hesitancg and reluctance 
o ~ t  the port of the Finance Ministry in  regard to f i ing  a limit by 
Pnrlian~ent on public borrowing b y  Government, but the Committee 
u7oulil like to emphasize the healthy principle enunciated in  Article 
292 of the Constitution. The Committee feel that atleast a practical 
trial should be given to this principle. This is a ver3 importclnt right 
of Par1iamen.t and is being so emrdsed i n  other democratic: countries 
like U.K., V.S.A. ,  Canada and Ceylon. The present procedure under 
which . ~ a r & . ~ i k t o r ~  approval is  taken Jor borrowiqg programmes as 
indicated - .. . in the Five Year:Plans and the Annual Budgets -and for t.he 
enlocndihre from t h e ' ~ o ~ s o 2 i d a t e d ' ~ u n d  to which the loans are cre- 
dited,,-does n i t  ?a'tisfg. the cokstituti'onal . . .  requirements. The Commit- 
tee are reqs.sured'to know the opinion of the Secretary, Department 
of Economic Afairs that a proper system of fixing a limit on Govern- 
ment borrowing could be evolved but it would have to take into 
accoun.t certain variations. The Committee feel that the law fixing 
surh limits may have some scope for certain built in  flexibilities suh- 
ject to ex-post facto approval of Parliament. Further these limits 
might be fixed for each Plan period so that they can be reviewed once 
in five gears. The Committee desire th.at this matter should be care- 
fully examined. 

The position has been explained in this Ministry's Memorandum 
No. F. 4(41)W&M/65, dated 5th January, 1966 (copv enclosed). 



The Cc~1111)4ttte are glod to learn thut all the instalmenb of princi- 
p d  and inknat which fell due during end upto 19EMQ w e  paid on 
d w  data. 

[S. No. 7 of Appendix XVII to 36th Report3rd Idr Sabha] 

The Committee's observations have been noted. 

The Committee would like to be infonned of the latest position 
in  regard to the enquiry by the Reserve Bank into the affairs of the 
Banks in  Goa and whether the terms of repayment had since been 
settled. 

[S. No. 17 of Appendix XVIII to 36th Report-3rd Lok Sabha.] 

The matter is under consideration. 

T h  Committee feel concerned over the slow progress of recoveries 
of the loans advanced by the RehabiZitoQian Finance Administration. 
Out of the total amount of Rs. 730 lakhs (Rs. 434 laklw in the Eastern 
Region and Rs. 296 lakhs in  the Western Region) as an 1st January, 
1961, the amaunt outstanding as on 30th November, 1964 was Rs. 480 
kkhs  Rs. 382 lakhs in the Eastern Region and Rs. 98 lakhs in  the 
Western Region). The Committee desire that vigorous ejgorts should 
be made to  expedite the recoveries. 

The Committee observe that in respect of 2364 accounts in the 
Eastern and Western Regions loans totalling Rs. 71 lakhs were toritten 
o f  tipto 30th November, 1964. The Committee would like to know in 
how many o j  these cases the loans had to be written ojg due to  the 
irregularities committed in the grant of loans at the initial stage viz., 

(a) disregard of the advice given by the locd authot.itiealfield 
staf,  etc. 



( b )  failure on the part of the oficials to obtain proper security, 
and. 

(c )  bad Iinuncial position of the botrowms. 
ACTION TAKLN 

A separate communication will be sent by  the Corporation Branch 
of this Ministry. 

MINISTRY OF FINANCE 

(Department of Economic Affairs) 
Recommendation 

The Committee can well appreciate the hesitancg and reluc- 
tance on the part of the Finance Ministry in regard to firing 
a limit by Parliament on public borrowing by Government, 
but the Committee would like to emphasize the healthy 
principle enunciated in  Article 292 of the Constitution. 
The Committee feel that at least a practical trial should 
be given to  this principle. This is a very important right 
of Parliament and is being so exercised in  other democratic 
countries like U.K., U.S.A., Canada and Ceylon. The 
present procedure under which Parliamentarg approval is 
taken for borrowing programmes as indicated in the Five 
Year Plans and the annual Budgets and for the expenditur~ 
from the Consolidated Fund to which the loans are credited,, 
does not satisfy the constitutional requirements. The Com- 
mittee are reassured to know the opinion of the Secretary, 
Department of Economic Aflairs that a proper system of 
fidng a limit on Government borrowing could be evolved 
but it would have to  take into account certain variatims. 
The Committee feel that the law fixing such limits may 
have some scope for certain builtin flexibilities subject to 
ex-post facto approval of Parliament. Further these limits 
might be fixed far each Plan period so that the3 can be re- 
&wed once in  five years. The Committee desire that this 
matter should be carefully examined. 

[Para 11,363 Report (3rd L.S.) ] 
A c n o ~  TAKEN 

The Committee's intention seems to be that borrowing limits 
should be prescribed for each Plan period, presumably separately 
for each year. As reported earlier to  the Committee, broad limits 
of  the net borrowings over the Plan period, through market loans and 
from the Reserve Bank, as also anticipated budgetary receipts 
corresponding to external assistance, are indicated in the Plan docu- 
ments. These limits are in  the nature of expectations having regard 
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to the likely market conditions, -avings in the economy and climate 
for external assistance and there will be practical difficulties in 
breaking up the limits year-wise. The annual Budget presents the 
Plan for the vear in the light of the requirements of the programmes 
accepted. By and large, Government's borrowings in a year are 
regulated within thp limits provided in the Budge! for the execution 
of the Plan. 

The I~mits, if any, to be imposed by law would attract both 
borrowinqs within the country as allio from foreign countries. Par- 
liament exercises current check over the raising of loans through 
i t s  control over the Budget. I t  has ample opportunity to discuss 
the.% estimates during the General Discussion on the Budget and 
hefort. the Approprration Blll is passed. 

In the case of market borrowings the amount sought to be raised 
is speciflcall~ provided in the Budget documents and is thu-, approved 
hv Parliament. No dcuht, the timinq and the terms and conditions 
on which the borrowings may he made arc not set forth but that is 
because these detail. arc settled in thc  Jiqht of the advice of the 
Reserve Bank of India and after !aking into account the market 
conditions prwailing at the time the borrowing is restored to. 

The borrowings from the Reservc Bank imply deficit financing. 
In other words. if at a given point of time Go\vernment's require- 
ments could not be met in full from any or all of its resources, 
including market and external borrowings, it borrows from the 
Resxve Bank. The extent of borrowing from the Reserve Bank, 
therefore, necessarily varies from time t o  time, even during the 
vear itself--accordinq to circumstances, needs and other relevant 
considerations, the borrowing being high at certain times and low 
at others It is only the net figure over the year which is of 
significance; but any enactment in this regard would obviously have 
to be with reference to the ma.rimun~ amount of borrowing at any 
time and not for the net amnunt over the year. As such a presenta- 
tion would not only be misleading but would hardly serve any 
purpose, borrowings from Reserve Bank would need to be totally 
kept out of the purview of any legiclation on the subject. 

The position in regard to external borrowings is no different. 
These too depend on all the circumstances being propituous and 
involve a lot d patent negotiation. I t  would only lead to complica- 
tions if the negotiations with foreign. 



countr ies ,  a f t e r  they have reached some f i n a l i t y  are i held i n  s us p nse f3r want of.  l eg i s  l a t i v e  approva . 
On the other nand, i t  would a l so  not be pract icable  
t o  take a p p o v a l  Lefore proceeding to  negotiate a s  
the r e s u l t  of such negot iat ion cannot be known before 
hand. Any l e g i s l a t i o n  for prescribing s t a tu to ry  
l imi t s  on Governmentls borrowings would, therefore,  
have t o  exclude external  borrowings from i t s  purview. 

I f  borrowings from Reserve Bank and foreign 
loans a re  l e f t  o l , t ,  any l e g i s l a t i v e  approval f o r  the  
residuary borro-din:: i .e .  by way of markot loans 
w i l l  have l i t t l e  s q n i f  icanco. Indeed the f i x a h o n  
of a liait by u i l l  not secure greater control  
but nay hamper the f l e x i b i l i t y  now avai lable .  I n  
view of the above m d  having regard t o  $he f a c t  t h a t  
the provisions enbodied i n  Ar t ic le  292 of the Cans- 
tit u t ion  a re  per missive and not mandatory, Governmen 
are  s t i l l  of the view t h a t  no r e a l  advantage would 
be secured by prescribing s t a tu to ry  limits on Govern 
ment ' s  borrowings. 



(Department of Co-ordination) 

Recommendation 

The Committee hope that such occasions of giuing fresh loans for 
the repayment of earlier loans uriIl be fewer in future. They would 
also like to be informed of the decision taken in regard to the pity- 
ment of overdue interest. 

[Para I 1  of the 36th Report (111 Lok Sabha) ] 

The observations of the Committee have been noted. It may be 
lnentioned in this connection that fresh loans for the repayment of 
earlier loans are given i n  very exceptlonnl circumstances and not 
'bs a matter of course. 

2. The question of payment of overdue interest by the Govern- 
nent of Jarnmu and Kashmir is proposed to be discussed with the 
Mcers of the S'atc Government shortly. The Committee will be 
apprised of the decision in the matter. as soon as the discussions are 
:ompleted. 

MINISTRY OF HOME AFFAIRS 

The Committee hope that such occasions of giving fresh loans for 
the repayment of earlier loans will be fewer in future. They would ' 

also like to be informed of the decision taken in regard to the pay- 
ment of overdue interest. 

IS. No. 10 of Appendix XVTT to 36th Report (1964-65).] 

It is appreciated that fresh loans should not ordinarily be granted 
for repayment of earlier loans and Government would keep in view 
the obsenlations of the P.A.C. In  the present case, however, fresh 
loans were not granted as a matter r:f course. and wjthout careful 
consideration; it was done only in view of the exceptional difficulties 
in which the Government of Jammu & Kashmir were placed. 

As regards payment of overdue interest the Ministry of Finance 
'!Department of Co-ordination) is proposinq to hold comprehensive 
discussions with the Government of Jammu & Kashmir about their 
financial problems. A reply about this point will, therefore, be sent 
to the Committee after the completion of these discussions. 
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MINISTRY OF HEALTH 

The Committee desires that the Ministry of Health should pursue 
the recovery of the outstanding b a n  and interest vigorously. 

[SI. No. 1 1  of Appendix XVII to 36th Report (3rd Lok Sabha- 
1-1 .I 

The details of the loans as furnished by the A.G.C.R., New D e b  
are as underc 

No. & date of letter smc- Amount of Amount outstanding 
tioning the loan loan (Ks.) 

Principal Interest. 

1:. 3(4)-K152 dt. 19-3-52 

1:. 3-30 (W~)~56-1'. dt. 31-1-58 

P. 2-69/58-I' dt. 10-3-1959 . 

1:. 2-4'j/~9-P dt. 14-3-60 

1:. 4-10162-P dt. 17-3-62 

F. 3-24142-P dt. 28-3-63 

P. 2 (JK)-32!60-P dt. 17!20-3-61 

The arrears of principal o f  Rs. 2-04 lakhs and the interest oi 
Rs. 5-21 lakhs shown outstanding in Appendix IV of the Audit 
Report (Civil). 1965, pertaining to the Ministry of Health were clear- 
ed by the State Government during 1964-65. The arrears of princh 
pal (Rs. 2:04 lakhs) were cleared out of a fresh loan of Rs. 17:46 
crores sanctioned by the Ministry of Home Maim in December, 
1964. 



WLSTRY OF FOOD & AGRICULTURE 

(Department of Agriculture) 

The Committee note that there has been delay in recovery o f  loan 
from the G w t .  of Madhya Pradesh which partly related to  the 
land reclamation charges by the Central Tractor Organisation. I f  the 
repayment is dependelit on rhe recoveries from the cultivators, the 
Committee dcmbt whether the State Gout. would be able to COG 
lecr the chrges  at such a distant date. 

[S. No. 12 (Para 13) of  Appendix XVII to  36th Report.] 

The Government of Madhya Pradesh (vide Finance Department 
letter No. 3236/IV-B/W&M/65, dated 24th April, 1965 to the 
Accountant General, Madhya Pradesh) ordered the repayment in 
the accounts for April, 1965, of  the amount of the outstanding loans 
together with interest. The Accountant General, Madhya Pradesh 
has since intimated that the amount due together with interest has 
been paid into the account of the Government of India vide his 
letter No. Rep/Central/269 dated the 25th May, 1965. 

MINISTRY OF FINANCE 

(Department of Economic Affairs) 

Recommendation 

The Committee would like to be informed of the latest position in 
regard to the enquiry b y  the Reserve Bank into the aflairs of the 
Banks in  Goa and whether the terms of repayment had since been 
settled. 

[S.  No. 17 o f  Appendix XVII to the 36th Report-3rd Lok Sabha.] 

ACTION TAKEN 

A note explaining the position is enclosed 



MINISTRY OF FINANCE 

(Deportment of Economic Ailairs) 

The Public Accounts Committee of the Third Lok Sabha desired, 
vide paragraph 18 of the Thirty-sixth Report that the Committee 
should be i d  ormed about the latest position regarding the enquiry 
by the Reserve Bank into the affairs of the Caixa Economics de Goa 
and the Banco Nacional Ultramarine. The reports on inspection 
of these two banks by the Reserve Bank of India under Section 22 
of the Goa, Daman and Diu (Banks Reconstruction) Regulation 1962 
have since been received. It appears from the Reserve Bank's 
report and from other information which is available from these 
banks that the position in regard to the assets of the banks, which 
are lost or frozen, is broadly as follows:- 

Loans advanced by the Amount due on account of Assets lost by the 
Central Government loans advanced to the for- banks as a result 
(and outstanding at mer Goa administration for of removal of 
the end of Jan., 1966). the purchase of aeroplanes, securities and 

for Radio Goa, for the investments to 
ckvdopment of the Mannagoa Lisbon or the 
harbour and other schemes and blocking of pay- 
for utilization by the Junta ments by the 
Cornrnercin Emerno (trade Portuguese Au- 
control organisation) as on thorities. 
30-9-65. 

(i) Caixa 2.95 

(ii) Banco YI - 50 
Nacional. 

(Rs. crores) 

2.28 0.34 (A) 
I (B) 
0.12 (C) 

Nil 1.18 (D) 

(A) fnvestm,ents in Portuguese Government securities. 

(B) Accounts belonging to the Caixa, but locked up in the 
form of deposits in the Banco Nacional (Rs. 1.15 c m d  
and balances in Lisbon (Rs. 0.03 crores). 



(C) Shares in Estaleiros Navais de Goa (Goa Naval Dock- 
yard) - 

(D) Includes mainly investments in Portuguese Govt. securi- 
ties, but also includes shares of Estaleiros Navais de Goa 
(Goa naval dockyard) as they are not realisable at prerent. 

2. The position as regards the mpayrnent of the loans or the pay- 
ment of interest thereon has been reviewed from time to time. It 
appears according to the latest assessment that+ 

(i) if the amounts due from the Central Government to the 
Caixa 011 account of loans previously granted by the Claixa 
to the former local administration or to the Junta Corn- 
mercio or to Radlo Goa are set off against the loans due 
from the Cama to the Central Government, the balance 
which is due to the Central Government can be recovered 
ultimately either fully or to a very substantial extent (this 
is because the re:erve fund, the sale proceeds of immovable 
properties belonging to the Bank and other miscellaneous 
assets and interest income in respect of the outstanding 
advances will be available for the repayment of the 
advances to the Central Government); and 

(ii) if the advances and other assets of the Banco Nacional 
are realised to the extent now envisaged, the loan of 
Rs. 1-50 crores due from the Banco Nacional can also be 
repaid fully or to a very substantial extent (this is because 
the Banco Nacional, according to the scheme of recon- 
struction, has been relieved of the responsibility for the 
payment of the deposits amounting to about Rs. 6 crores 
due to the former Portuguese administration and to other 
Government agencies and the Central Government's loan 
is in effect entitled to priority). 

3. While it is possible that the loans due ta the Central Govern- 
ment will ultimately be repaid fully or to a very substantial 
extent, after the process of winding up of t h e  banks has been 
completed, it is still not clear at this stage to what extent the 
interest due on these loans can be paid. This will depend to a very 

I I large extent, 

(I) in the case of the Caixa, on fhe progress in the recovery 
d the amounts due to the Caixa in about 160 suits, which 



are pending with the fiscal courts administered by the 
Revenue Department of the local administration and also 
on the Caixa's ability to incmase the rates of interest, 
which are now very low, as and when the time-limit for 
repayment of the loam is extended, and 

(ii) in the case of the Banco Nacional, on the bank's ability 
to collect interest for the period of about 12 months for 
which the bank remained closed after liberation. 

4. It is not possible at this stage to ascertain the extent to which 
the Caixa or the Banco Nacional may be able to realise the amounts 
due to them under these heads, but as a decision regarding the rate 
of interest cannot be delayed any further, it is now proposed to 
take action on the lines indicated below: 

( i )  the loans drawn by the Caixa from the Central Govern- 
ment will be adjusted against loans granted by the Caixa 
to (a) the former Portuguese administration, (b) the 
Junta Commercio Externo (export and import control 
organiaation) and (c) the Enaissora de Goa (Radio Goa), 
in that order; 

(ii) interest on the balance of the loan after such adjustment 
will be paid to the Central Government at 5 per cent i.e., 
the rate appropriate to loans granted by the Central Gov- 
ernment to financial institutions for a period of more than 
four years; 

(iii) interest on the loans granted by the Central Government 
to the Banco Nacional will also be charged at 5 per cent; 
and 

(iv) to the extent that the actual ascertained pofits of the 
banks concerned, after the reconstruction of their affairs 
and the consequent changes in their balance-sheets, are 
not adequate for the payment of interest at 5 per cent as , 
indicated above, subsidies will be paid by the Central , 
Government after obtaining a vote in the usual course 
for enabling interest to be paid; and 

(v) as no persons or authority other than the Government of 
India has now any interest as a shareholder in these 
banks, the net income or profit available to these institu- 
tions will be appropriated wholly by the Central Govern- 
ment. ! 



Rww decisions will be consistent with the general framework ot 
the Goa, Daman & Diu (Banks Reconstruction) Regulation, 1962. 

5. A local firm of auditors, with experience of  local laws and 
regulations, is being appointed to  audit the reconstructed accounts 
of both the Caixa and the Banco Nacional. As soon as the audit 
report is available, the necessary orders will be issued on the lines 
indicated in paragraph 4. 

6. The  position indicated in the foregoing paragraphs, it may be 
added, was explained to the Public Accounts Committee at its 
meeting he4d on the 4th February, 1966. 

7.  This Note was shown to and has been seen by Audit. 
[F .  NO. 22 ( 7 )  BC/65, 293-1966.] 

MINISTRY OF REHABILITATION 

Recommendation 

The Committee regret to observe that the Ministry of Rehabilita- 
tion followed an unusual procedure in selling the Mill to  the indivi- 
dual by negotiations and also agreeing to receive the payment in 
instalments. According to the Ministry's note there are no other 
evacuee concerns which were sold by negotiation to individuals. 
Further it was only in the case of one concern that the payment was 
to be made by instalments and in  the other cases the purchasers were 
required to make payment in  lump-sum. 

The Committee note with surprise the following further conces- 
sions given to this individual without much merit- 

( a )  The individual was originally allowed to pay the amount 
in 7 instalments instead of lump-sum as usual. 

( b )  The rate of interest for repayment of the loan is consider- 
ably low i.e. 43 per cent (white the market rate is m m e  
than 10 per cent) .  

( c )  The  individual has been allowed to repay the loan in 10 
instalments instead of 7 Med originally. 

( d )  Government has guaranteed a loan of Rs. 5 lacs taken by  
the  individual from the Bombay State Financial Corpora- 
tion. 

The  Committee feel that when the extension was given, the rate 
of interest should huve been revised and the prevailing w k e t  rate 



oj interest should have been charged. The Committee have a feeling 
that such a low rate of interest 44 per cent is an inducement to delrry 
the repayment of the loan. The Committee recommend that the 
Government dues should be recovered forthwith. I f ,  however, any 
extension of time has to be given, atleast the rate of interest should 
be raised to bring it in conformity with the present market rate and 
in the event of default a penal rate of interest should be prescribed. 
The Committee desire that while considering the application of the 
individual, the Ministry should also carefully take into consideration 
the concessims already enjoyed by the individual and the fact that 
Iris mill was making profit." 

[S. No. 24 (Para 26) of Appendix XVII to Sixth Report (Third Lok 
Sabha) .] 

ACTION TAKEN 

As for the observations o f  the Public Accounts Commitiee that 
the M.O.H. has followed an unusual procvdure in selling the mills 
to the individual by negotiations and also agreeing to receive the 
payment by instalments, tne circumstances under which the pro- 
perty was sold to the mdividual were fully exalained previously. 
It may, however, be reiterated that the property was sold to the 
individual only when all the other alternatives for its disposal have 
been fully exhausted. 

The possibility of departmental management of the nliils was 
considered but it was not found feasible. The Ministry of Com- 
merce & Industry were requested to take over the Mills but they 
declined. In the past the mills were engaged in manufacture of 
goods required by the Defence Services and as such the Ministry 
of Defence were also consulted whether they were interested in 
taking over the mills, but they also declined. The propr ty  was 
situated near Kalyan where there was large concentration of Uis- 
placed Persons and as such it had great employment potential 
especially for the Displaced Persons. There was constant agitation 
from the side of the Labour Organisations for early commissioning 
of the mills, which had remained idle for such a long time. The 
Ministry of Labour was also putting pressure on this Ministry for 
early start of the mills. 

In whole of the country, there was no other evacuee concern 
which was so highly ?riced. There was no question of its a l e  by 
public auction as the general public was not interested in it. It 
could be bought only by big industrialists, who possessed the know- 
how and had the means for running the mills and number of such 



pmons  is not more than half a dozen in the country. The practi- 
cal course under the circumstances was to invite tenders, which was 
done twice but on both the occasions no satisfactory offers we= 
received. The question of disposal of the mills was, therefore, &s- 
cussed in a meeting held in the year 1956, which was attended by 
the represen : a tives of (i) Planning Commission (ii) Ministry of 
Finance (iii) Ministry of Commerce & Industry (iv) Ministry of 
Works, Housing & Sup?ly and (v) Ministry of Rehabilitation. After 
considering all the alternatives i t  was suggested in the meeting that 
the Textlle Commissioner, Bombay may be asked to make efforts 
to find other interested par~ies. The Textde Commissioner carried 
out negot~ations with Bagria Group, Century Rayons, Birla Brothers 
etc., but without any tangible results. The maximum offer made 
to Textile Co~nmissioner was Rs. 22 lakhs, which was also subject 
to certain conditions, including a guarantee from the Government 
for an Import Quota. 

When the Textile Commissioner failed to find out suitable parties 
for purchase of the mills, the matter was placed before the Rehabi- 
litation Committee of the Cabinet, who after due consideration 
requested Shrl * ". .- * , the then Minister of Commerce 
& Industry to look info the matter and explore some other pss i -  
bility of disposing of the mill or make some other satisfactory 
arrangements for their working. After examining the whole matter, 
he came to the conclusion that the only feasible solution would be 
to sell the mills to Kanwar Raj Nath, one of the partners of the 
old lessees who had been agitating for the sale of the mills to him 
and was offering the highest price. 

* * * paid Rs. 20 lakhr in the first instance which 
was only Rs. 2 lakhs less than the highest offer made by any other 
party and agreed to pay another Rs. 28 lakhs, in instalments. By 
the sale of mills to :" * , recovery of Rs. 18 lakhs which 
were due to be recovered from the old lessees on account of the price 
of stocks etc., was also ensured. If the mills had not been sold to 
+ * * , there was no possibility of recovery of this amount, 
which has now been included in the instalments being paid by him. 

While disposing of the pool properties, the main consideration 
before the Government was the resettlement of the Displaced 
Persons who had suffered heavy monetary losses and borne untold 
sufferings as a result of the Partition. The rate of interest charged 



from the Displaced Persons, to whom the properties in compensa- 
tion pool were sold on instalment basis was as under: 

( i )  If the amount is paid within two years-No interest. 

(11) If the amount is paid within three years--One per cent 
per annum. 

(iii) If the amount is paid within four years-Two per cent per 
annurn. 

(iv) If the amount with interest is payable in seven equated 
annual instalments--41 per cent per annum. 

The rate of interest charged In this ca:e too is 44 per cent and as 
such it cannot be sa d that any special favour was shown to the indi- 
vidual by charg~ng him interest at  the rate of 41 per cent. 
* * too was a displaced person, who had suffered tremendous- 
ly due to partition. He and his four brothers owned considerable 
urban and industrial propcrt~es in West Pakistan. They filed claims 
against these proper*ies and the total value to which these claims 
were admitted was Rs. 1 crores and 9 lacs. The total compensation 
which they received against the.e claims was only R.;. 10 lacs, which 
was the maximum payable under the rules * a * had 
no asset: for either purchasing the mills by paying the price in lump 
sum, or, thereafter, for meeting the running expenres. I t  was under 
these cir urnstances that the Rehabilitation Committee of Cabinet, 
after full consideration of the case, agreed to the sale of the mills to 
* * * on instalment basis and on a subsequent represen- 
tation from him, allowed the number of instalments to be increased 
from 7 to  10. To enable him to meet the running expenses of the 
mills, the Government of India, agreed to stand as a suarantee. 

As advised by Public Accounts Committee. a notice was issued 
to * * * on 30th June, 1965 to deposit the arrears imme- 
diately. It was made clear to him that the notice was final and if he  
failed to deposit the amount within 15 days of the receipt of this 
notice, the property would be re-entered without further notice. On 
receipt of the notice * * * requested Chief Settlement 
Commissioner/Secretary on 10th July, 1965 for an  interview. In 
the interview which took place on 19th August, 1965, * * * 
stated that as a result of infilvation of the Pakistanis into Kashmir 
on 5th August, 1M5 and subsequent action by our Security 
Forces, the market had become nervous and they were not receiving 
any orders for supply of goods and as  such his financial condition has 
become shaky. He, however, promised to pay Rs. 1 lac immediately 



and Rs. 2 lacs in the month of September and the balance before the 
20th October, 1965. 

As the difficulties explained by him appeared to be genuine action 
to re-enter the property was deferred and the request of the indivi- 
dual to pay the amount as suggested by him was granted. The party 
however, paid Rs. 50,000 only during the month of August, 1965, in- 
stead of Rs. one lac. -4s he did not keep up his promise, a reminder 
was issued to him on 9th September, 1965, in reply to which he point- 
ed out his fresh difficulties due to War with Pakistan. In support 
he has enclosed a copy of the Memorandum submitted by the Indian 
Wool Association to Shri * * Textile Commissioner 
Bombay explaining the special difficulties of woollen industries due 
to the present state of Emergency created by War with Pakistan, 
which is appended. 

It  was stated In the above Memorandum that the goods worth 
Rs. 18 to Rs. 20 crores are lying with Woollen Industry Unit. which 
are not being removed by the purchasers and the banks arc not pre- 
pared to issue credit on the basis of these goods. It has been further 
impressed that: 

( i )  Work of the Woollen Industry is seasonal. Goods are 
manufactured between the months of Januarv to August. 
Despatches are made in August and September. 

(ii) Woollen goods arc mostly ronsumed in  Northern Provinces, 
i.e., Jammu & Kashmir, Delhi, Punjab, U.P., Rajasthan 
and adjoining areas. All these areas are directly effected 
by War and there is almost complete blockade of trade 
and commerce in these areas. 

(iii) Money market is very tight. Dealers are reluctant to  
invest their money and then block it because they are 
certain that customers are not in buying mood a t  all. 

(iv) Woollen stocks already in Northern areas are blocked 
because of general dislocation in transport facilities. 

(v) Banks are reluctant to discount bills against despatches 
and this has added to the already difficult situation. 

(vi) Due to  the over-all situation consumers' resistence has 
developed for buying goods except for bare necessities of 
life. 

F'ublic Accounts Committee are aware that a representation dated 
17th October, 1964 from the individual for further extension of t ime 



for payment of balance instalments was already under consideration 
of Ministry. The grounds on which he had requested the period to 
be extended were as follows:- 

"Due to Emergency declared af 'er the Chinese attack import 
licen-cs had been steadily reduced and the licences for the 
current year wcre about 1/3rd of those whi-h Ivcre i sued  
to this industry in 1961. This drastic cut had resulted in 
acute shortage of raw materials as a consequence of which 
not more than 40 per cent of the installed capacity was 
being employed. To strengthen the foreign exchange re- 
serves of the country. the Government of India were lay- 
ing stress on maximum of exportc of woollens. Export 
markets required rigid quality control which was difficult 
to maintain w ~ t h  old n~a?hinery. He had obtained licences 
for the import  :lC mnchincry of the value of Rs. 30 lacs for 
the modcrnisation and rehabilitation. All that required 
further expenditure which he was unable to meet." 

As the grounds quoted by the individual werc of tezhnjcal nature. 
the case had been referred to the Ministry of Commerce on 29th 
May. 1965, for their comments 

Their comments were received on 7th August, 1965 which are 
appended. They have confirmed that the difficulties explained by 
+ + + were real and they feel that those must have effect- 
ed the working of the mills. They think that the incumbent was not 
in a position to pay more than Rs. 4 lacs annually. 

The whole case has been re-onsidered in the light of the above 
mentioned circumstances. It  is also felt that if the property was 
re-entered it would involve making alternative arrangements for the 
running of the mills and until this was done the large number of 
labour would be rendered un-employed. beside? it will create numer- 
ous other complications for the Ministry. It  is. therefore, proposed 
that the amount which is still to be  recovered from the incumbent 
may be recovered in 10 instalments by extending the period of instal- 
ments by three years. It is however. proposed to revise the rate 
of interest from 44 per cent to 74 per cent so as to bring it in confor- 
mity with the present market rate of interest and in the event of 
default a penal rate of interest of 9+ per cent will be charged. On 
prompt payment will be entitled to a rebate of 2 per cent. The casz 
has been referred to  the Ministry of Finance for their concurrence. 
The Anal decision taken will ;be communicated to the Public Aicounts 
Committee in due course. 



MINISTRY OF COMMERCE 

Svancr: -Recoveries toumrds cost of Ambernath Mills, Bombay, 
purchased by  * *. 

Will the Min;stry of Rehabilitation kindly refer to their U.O. 
No. F.3(20-B) *Record; 'CSC $65 dated the 29th May. 1965 on the sub- 
ject mentioned above. As desired. the views of the Textile Commis- 
sioner have been sought and a copy of his U.O. No. Woo1/816/65-66/ 
4771 dated the 34th July. 1965 receivcd from him is enclosed. 

Sd./- B. K. VERMA. 

Under Seweta- to the Government of India. 

Ministry of Rehabilitation (Ofice of the Chief Settlement Commis- 
sioner) Jaisalmer House. Ncw Delhi. 

Ministry of Cnmmercc U.O. No. 20(56)TEX.(E) 65, dated, 7-8-65. 

It is true that the A h m d  Woollen Mills have undertaken a large 
scale rehabilitation programme of their mill. They had secuied 
licences for value of Rs. 30.23 lakhs during the year, 1963-64. They 
have secured a further import lirence of Rs. 19.11 lakhs towards the 
end of 1964 for import of machinery for purpose; of rehabilitation 
and modernisation. The total amount o:' machinery imports against 
licences issued so far therefore, comes to about R r .  45-34 lakhs. This 
excluded the amount of interest, import dutv and other levies. The 
import licence; have been issued under various credits made avail- 
able to us and the repayment for the import of machinery has to be 
done over a period of about ten year?. The cost of this outlay per 
annum is therefore, likely to be in the n e i g h b o u r h d  of about Rs. 6.5 
to Rs. 6.75 lakhs which the mill has to find out of its own resources 
or by borrowings. 

2. As far as raw material imports are concerned, the import 
licences jssued to this mill for the period, 1960-61 (October/Septem- 
ber) were of the value of Rs. 24.64 lakhs. As against this, on account 
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of reduced foreign exchange allocated for import of raw materials 
under actual users licensing policy, the allocation to this mill for the 
period 1964-65 (October/September) is Rs. 11.24 lakhs. This no 
doubt must have affected the working of the mill. The raw mate- 
rials could be supplemented to a certain extent by utilising indigen- 
ously available raw materials or raw materials imported under the 
export promotion scheme. 

3. As far as the indigenous raw materials concerned, this mill 
being a worsted spinning mill is not in a position to consume any 
substantial quantities of these raw materials particularly in view of 
the general consumer resistance towards goods produced out of indi- 
genous raw materials. 

4. As far as raw materials imported under export promotion 
licences are conccrned, the mill itself has not been able to develop 
export market for its own products particularly on account of old 
machinery. It has, therefore, to rely on purchase of the raw mate- 
rials from the open market and the premium on the raw materials 
at present is as high as 200 per cent. The margin of profit therefore, 
against goods produced out of imported raw materials is rather 
limited. 

5. As far as the question of the party's ability to pay the instal- 
ments vis-a-vis present income, thc party's audited statements of 
accounts duly certified by the Chartered Accountants have been 
examined. According to these accounts, net income for each of the 
years from 1961 to 1964 is as follows:- 

6. The above net profits have been arrived at after providing for 
expenses and depreciation. No, provision, however, has been made 
for tax liabilities. 

7. In  the context of the above position and looking into the results 
upto the year 1964, we  may recommend to  the Ministry of Rehabi- 
litation that the annual repayment liability may be fixed at approxi- 
mately Rs. 4 lakhs as requested by the firm. We cannot, however, 



say anything about the future. It a11 depends on the Government'8 
policy in regard to the import of raw materials for the woollen indus- 
try. If the prcscnt volume of i m p r t  of raw materials is  nllowed 
in future also the mill woulti be i n  a reasonable position to pay the 
dues at the above ratcxs. T!!c quFst.on ho~vever. rcwld bc\ reviewed 
at the appropriate time. 



Telegram: MERINO Telephone No. 214016 

I N D I A N  W( KILLEN MILLS' FEDERATION 

1icgistcrc.d Ofici*. (3-4. Advt~nt Building, 
Fereshore Road, 

Born bay-]. 
Septelnbcr 14. 1965. 

Shri R .  I)ori~i:iwn~n!.. 1.A S , 
Textilr Cornmiwiont-r. 
Romhny. 

Sm: - Fi~ra~rcial  dllficulltes of Woollen Industry due to Emergency. 

'I'hls has rcferenae t o  thc discussions our Chairman. Shri B. M. 
Grover. had with you in your office on Friday. Septernbcr 10. 1965. 
Among other subjects, hc had raised the specific difficulties of the 
Woollcn Industry In regard to shortage o f  funds due to the war situa- 
tion in the North. You had desired that we provide you with facts 
and figures on this subject. 

Firstly. we wish t o  give you the reasons why the difficulties of 
thv Woollen Industry h a w  become special and specific. 

1. Woollen Industry, as you know, is seasonal. Goods are manu- 
factured between the months of January to August. Despatches are  
made in August and September. In other words, the peak period 
when stocks are in maximum quantity and despatches are of the 
maximum degree. is in the months of August and September. 

2. Woollen goods mostly are consumed in the Northern provinces, 
i.e. Jammu and Kashmir. Delhi, Punjab, Uttar Pradesh. Rajasthan 
and adjoinins areas. All these areas are directly affected by the 
war operations and there is an almost complete stoppage of trade 
and commerce in these areas. 

3. Due to the overall situation, consumer resistance has develop- 
ed for buying goods except for bare necessities of life. Consumer 



resistance 
Born bay, 
psychosis 

, has not only developed in the North but also in areas like 
Bangalore. Calcutta and the Southern Parts. This scare 
cannot be explained for all areas but it is there. 

4. Money market is already w r y  t ~ g h t  and this is so far  all cate- 
gories of businessmen. Dealer5 arc very reluctant to invest their 
money and then block it because they seem certain that customers 
are not in buying mood at all. 

5. Sume of the Wtx)llen mills have their stocks already in North- 
e r n  areas and because o f  gc.ntral dislocation in transport facilities 
rail and truck, these goods are blocked even if there were possibili- 
ties to s ~ l l  them in  arf,ns ~vhich are not affectcd yet by the war 
situation. 

6 .  I n  Aug~ls t  and Scptcmber the stock position with a11 woollen 
mills is at its peak T h p  financial resources of the mills being com- 
pletely exhausted already and bank limits having been fully reach- 
A, this  creates consid~rahle difficulty for the mills. 

7. Banks are reluctant t o  discount bills against despatches and 
this new development adds its share to the already difficult situa- 
tion. 

The size of the problem will be clear from the figures stated 
below. Goods worth about Rs. 18 to 20 crores which include yarn 
and cloth are lying readv with the Woollen Industry units. On the 
basis of information we have been able to collect from various Banks 
whose Head Offices are in Bombay and from a number of woollen 
units. we find that the aggregate of bank limits as it stands today 
amounts to about Rs. 18 crores. We can take it that there would be 
an additional limit of Rs. 2 crores available to some smaller units 
from some smaller banks in different States. The major banks which 
the Industry deals with are: 

1. United Commercial Bank. 
2. Bank of Baroda. 
3. Central Bank of India. 
4. Bank of Tokyo. 
5. Punjab National Bank. 
6. Hongkong and Shanghai Banking Corpn. 
7. Bank of India. 
8. Union Bank of India. 



A running mill means running expenses and these expenses can 
only be met through sale of goods. The Industry waits for nine 
months to earn durlng the  remaining thrce months of the  year to be 
able ro feed thc mllls agaln for the  next season. The position has 
become so tlespr.r;itc that s~:ua:lon might a r m  very sonn that mills 
will not have money even to pay [(,I. th(. Iabc)ur wagc b.11 which actu- 
ally means t h q  would come on the verge of closure. 

, . I ) ) ( .  c,it.c.l~tr~st;~n!(.:; ;~rc$ sj)c~sl ,~l  1 4 1 1  1 1 1 t .  1 n ~ l u ~ t 1 . y  LLS a whole but 
they arc very special l'~.)r thc Wollen 1i1tiu.itr.v due to rcLi.zolls gli7ctn 
above:. Evc!n in normal t~n lcs  c t~~nori iy  ha., 1 0  Iw sustained but the 
Wuoi1t.11 ItldustrJ llas t o  play ;I role 1'01- meeting the Emergency re- 
quirtrlrlcl~~ts of Dcfeocc. Forces. 'I'hereforc, it is very ntwssary that  
spec.i;~l stcbps should bc I a k w  t o  susfai!.~ this. We suggest that t h e  
Rescr\.c! Dank o f  India should ;~dvicc. t11(, c~)nccrned hanks to increase 
thc misting limits for units or t11c Woollen Tndustry throughout t h e  
country. The total additional credit facility should not be less than 
Rs. 5 crores for the Industry as a whole. Rtsicies. 1narqi1-i require- 
ment for advances may be ~.ccluced to 5 1x.r cent. F ~ ~ r t h e r ,  the. docu- 
mentary bills drawn on buying dealers have not been retired by 
them due t o  obvious reasons. Eanks arc calling for payment for 
these bills from the selling units. Banks hmre to be liberal in this 
regard and they should be agreeable to hold tlicse goods in thei r  
godowns without insisting on paymcmt of bills from the selling units. 

We wish to stress here once again that  the matter  is very urgent 
for the  Woollen Industry. We request you to kindly use your good 
offices, with the Reserve Bank of India and secure relief and redress 
for this special difficulty. You will kindly appreciate that  the  time 
factor is very important. 

Thanking you, 
I Yours faithfully, 

Sd./ J. N. CHAUDHRY, 
Secretary General. 

Copy forwarded to all Members of the  Managing Committee, 
I.W.M.F. 



MINISTRY OF FINANCE 
(REVENUE RECEIPTS) 

Recommendation 

As regards the action taken against the officers responsible in the 
matter, the Committee would like to await a note from the Ministry. 

IS. No. 9 of Appendix VIII to 6th Report, 1963-643. 

Charges wew framed under rule 15 of the C.C.S. (CCA) rules 
against S/Shri and Deputy Super- 
intendents of Central Excise. Shri Subbuswamy has been held 
w i l t s  of negligence in the discharge of his duties in that he changed 
the  practice in the factory contrary to the Board's letter F. No. 211 
49/58-CX.111 dated 29th January, 1960. However there was an ex- 
tenuating circumstance in that the issue raised was somewhat com- 
plicated and the Deputy Superintendent Shri had to  
take a decision to the best of his judgement. The charge of negli- 
gence having been proved against the officer the Collector of Central 
Excise concerned has "censured" him. 

2. The Colle-tor has also held that the charge against the other 
Deputy Superintendent Shri was not established in  
as much as this officer joined the factory nearly 8 months after the 
wrong praciice was started, and by the time he joined, the Account- 
ant General's Audit Party had already raised the objection. The  
change in the practice had also been reported to the  Assistant Col- 
lector long before he joined. In the absence of any specific orders 
restoring the original practice, Shri could not be blamed 
for having continued the practice. 

(F. NO. 18/1/62-CX-111) 
Recommendation 

Regarding the detailed enquiry into the shortage of cloth, the 
Committee would wait for a further report in this matter which may 
he expedited. 

IS. No. 12 Para 13(3) of Appendix VIII to Sixth Report, 1962-631. 



A copy of the Order that has since been passed by the Collector 
of Central Excise, Nagpur, admitting the appeal of M s. R.S.R.C. 
Mohta Spinning and Weaving Mills, Private Limited, Akola, with- 
out prejudice to any action that may be taken against them for 
wrong maintenance of the statutory accounts, is enclosed. 

[F. NO. 1,3/62-CXIIB 



Grams: CENEXCISE 
Phone: 2612 
C ~ - ~ R A L .  EXCISE COLLETORATIG. M.P. AND VIDIIARRA, POST Box No. 81, 

NAGPUR 

Nagpur, the 13th August, 1964. 

Order i f )  Appcd So. Cotton Fabrics 1 of 1962 

Pisstd by S h r ~  Tilak Raj. 
Collector of Central Escise, Nagpur. 

Name of the Appellant: M/s. R.S.R.G. Mohta Spinning and Weaving 
Mills. Private Limited. Akola. 

Read:-Appeal dated 27th Dtlcember, 1961 f lorn M/s. R.S.R.G. Spin- 
ning and Weaving Mills, Private Limited, Akola against 
Superintendent of Central Excise, Akola's order C. No. VI(a) 
3-l/CE,61//10127, dated 29th September. 1961. 

Having examined the facts of the case and the grounds urged in 
the  petition of appeal I order that, without prejudice to any action 
being taken by the Assistant Collector of Central Excise, 1.D.O. 
Nagpur apainst the said mills for wrong maintenance of the statutory 
accounts prescribed under the Central Excise Rules, 1944, the  order 
C. No. VI (a) 3-1 / CE '61/10127 dated 29th September, 1961 passed by 
the  erstwhile Superintendent, Central Excise Akola be, hereby, 
vacated and the appeal be admitted. 

Sd.j- TTLAK RAJ, 

13-8-64 
Collector. 

c. No. VI  (a) -2-1/62/6W72--75. Nagpur, d/- 19-8-1964. 
Copy to:- 

1. M/s. R.S.R.G. Mohta Spinning and Weaving Mills, Private 
Ltd., Akola. 

2. The Assistant Collector, Central Excise, Nagpur with refe- 
rence to his letter No. VI (a)21-2,'62/6670 dated 8th June, 



1962. He may examine further if any action is warranted 
against the mills for wrongful maintenance of statutory 
accounts and should proceed against them accordingly. 

3. The Deputy Superintendent, Central Excise, M.O.R. Akola. 

4. The Inspector of Central Excise TIC, R.S.R.G. Mohta Spin- 
ning and Weaving Mills, Private Limited, Akola. 

Sd.1- T. N. HINGORANI, 

Superinlendent (s) for Collector. 
I Phone No. 2071. 

Detailed note dated the 13th August, 1964, recorded by the Collector 
of CcnlrnI Excisc, Nagptrr, Tending lcpto his Ordcr-in-Appeal 

No. Cofton jabrics 1 of 1962 dated the 13th Augt~.;~,  1964 

1 h a w  examined the appeal with refc~rence to facts revealed by 
further investigation carried out by the Assistant Collector, Central 
Excise, Nagpur. 

2. 1 find that the stock talung variations charged to duty by the 
Superintendent, Central Excise, Akola, were arrived at on the basis 
of incorrect accounts. The R.G.T. register was incorrectly maintain- 
ed and the balance in the register, for arriving at shortages involved 
in the demand, was not correct. This fact has sufficiently been 
established as would be seen from the closing balance of 30th April, 
1958 which was shown as 15,75,309 yards as against the correct 
balance of 12,75209 yards. The arithmatical error of three lakhs 
yards inflated the balance which was carried over. Similarly. the 
correct balance in R.G.I. on 20th November, 1958 should have been 
17,45,511 instead of the balance mentioned as  17,65,511 yards. There 
are numerous instances of such arithmatical inaccuracies in the 
statutory record R.G.T. whirh should not have been relied upon by 
the Superintendent, Central Excise, Akola. 

3. The accounts had to be recast to arrive at  the correct figures 
of production, clearances and stock. The comparison of stock taking 
reports with the recast accounts has shown that the losses during 
different periods were very nominal in comparison with the losses 
charged to duty by the Superintendent. All these losses were noticed 
in loose cloth only lying in various sections in the mill including 



the folding section. These nominal losses also were not real on 
account of the following reasons: - 

(i) Loose cloth is not actually measured at the time of stock- 
taking but the yardage is computed on the basis of accept- 
ed weight of the fabrics. 

(ii) On account of various processes to which grey cloth com- 
ing out of the looms is subjected, there are large variations 
due to shinkage and elongation. These variations in diffe- 
rent processes are not separately determined but Anally 
appear in the stock-taking done by the mill. 

(iii) Prior to 15th May, 1957, the stock taking was restricted to 
baled cloth in B.S.R. only. This did not relate to  loose 
cloth in various departments. Therefore, variations in  
loose cloth prior to 15th May, 1957 were those ascertained 
by the mills only and not by the Central Excise Staff. 
The method of ascertaining the stock as above resulted in 
variations. 

(iv) After 15th May, 1957 stock taking was to be done of the 
finished fabrics both baled anci loose, that is to say, bales 
deposited in B.S.R. and finished fabrics in folding section. 
Since the appellant mill is maintaining R.G.l register at 
the 'off-loom' stage the production and the balance in 
R.G.1 is in respect of all cloth lying in store room, folding 
section and other departments from the weaving section to 
the final processing section. It  was, therefore, not possible 
to confine the stock-taking of loose cloth only to the fold- 
ing section. The Officers were therefore, associating with 
the mill staff in the procc-,s of stock-taking of the loo* 
cloth. Since variations in loose cloth were apparently on 
presumptive basis no action on such variations had been 
taken. 

(v) The stock of baled cloth was being actually taken by 
Central Excise Staff and there were no variations what- 
soever. 

(vi) There can be no method to ascertain exact stock of loose 
cloth under various processes. As such the variations if 
any noticed as computed on the above basis cannot be 
said to be reliable. It  is clear that the stock-taking of 



loose cloth can neither be correct nor accurate whatever 
variations were noticed, these were hypothetical. 

(vii) It was considered in the Board's letter F. No. 35/47 61- 
CXII dated 27th July, 1961 that in textile mills maintain- 
ing R.G.1 at 'off-loom' stage, the position was quite com- 
plicated in regard to stock-taking of loose cloth and that 
the balance of R.C.1 cannot at any point of time cwrrls- 
pond to thca actual stock existing in the mill. The Board 
had, therefore, laid down that the purpose of stock-taking 
could not be to un-earth anv shortage due to clandestine 
removal but only to ascertain the extent of variation for 
necessary adjustments in the R.G. register. 

The abovc. makc it clear that the shortages in loose cloth being 
hypothetical could not be oh~cc.tc~1 to charge of dutv unless there is 
Sam(, evidence o f  removal outs~de the factory. in the instant case 
the actual shortage in medium variety during 1st January. 1956 
to 30th June, 1956 based on recast countr was ahout 0 3 per cent only 
as against the shortage of 13.9 per cent worked nut  hy the Suprjn- 
tcndent. Central Excise, Akola. Sim~larlv 111 coarse variety there 
was an excess of about 0 4  per cent as against thc shortage of 0.6 per 
cent shown by the Superintendent, Central Excise, Akola. As al- 
ready explained the variations worked out by the Superintendent 
were not correct on account of the faulty account taken as basis by 
him. Accepting therefore the correct position now emerging, the 
loss of 0.3 per cent in loose cloth during 1st January, 1956 to 30th 
June, 1958 appears almost negligible. The Superintendent's demand 
to the extent of Rs. 1,67,408.99 for this period is, therefore, not 
tenable. 

Similarly in case of further stock-taking periods the losses were 
negligible on the basis of recast account. Even the overall position 
since 1st January, 1956 to 30th June, 1960 reveals that the losses were 
almost negligible and within reasonable limits. 

4. Superintendent, Ccntral Excise. Akola had worked out t h e  
variations for loose as well as  packed cloth together. It  was, 
therefore, not proper on his part to again work out the variations for 
packed cloth separately and charge it to duty. This amounted to  
double taxation. Even looking into the variations pointed out by 
him in regard to packed cloth, I find that there are no cogent reasons 
to substantiate the same. These reasons were admitted by the Sup- 
erintendent, Central Excise, Akola himself in his report. The very 
k t  that the total number of bales agreed a t  all times suggests that 



the variations arrived at by the Superintendent were the result of 
the incorrect accounts maintained by the mill. The small variations 
in yardage were due to inaccurate maintenance of accounts by mills 
staff as has been proved already. 

5. Further categorisation in cotton fabrics namely bleached, grey 
came into effect from 4th July, 1958. It has been seen that the short- 
ages in bleached variety were almost counterbalanced by excesses 
in grey and that there is sufficient force in the appellant's conten- 
tion that such differences were due to wrong accounting on the part 
of the mill staff, as also the practice adopted in showing the cloth 
praposed to be bleached as actually bleached for the purpose of 
account, although such cloth a t  times was being subsequently packed 
in grey state only. It happened that necessary adjustments in this 
regard were not made in the accounts by the mills' staff. 

6. The entire position examined as above reveals to me that: 

( i )  the actual shortages were negligible, and were well within 
the reasonable limits. Mostly the wrong maintenance of 
accounts (R.G.1) had caused the variations to appear ab- 
normal and disproportionate. The demand raised by the 
Superintendent was not based on correct data; 

(ii) the mill had failed in complying with its obligations to. 
maintain the statutory accounts truely and correctly; and 

(iii) the Central Excise Officers posted at the factory during 
this period had not properly attended to the checks of the 
statutory accounts and the basic documents from which 
such accounts were built up. 

7. I accordingly, order that, without prejudice to any action that 
may be taken by the Assistant Collector, Central Excise, Nagpur 
for inaccurate maintenance of the accounts prescribed under the 
Central Excise Rules, the order No. VI(a)3-l/CE/61/10127 dated 
27th September, 1961 passed by the Superintendent, Central Excise, 
Akola is vacated, and the appeal is admitted. The Assistant Collec- 
tor should be told to take action against the mill for inaccurate main- 
tenance of the accounts and to proceed further in the matter. As 
regards disciplinary aspects, the matter is already under enquiry an& 
b being looked into separately. 



MINISTRY OF FINANCE 

(Department of Bevenue & Company Law) 

Kecommendation 

The Committee note the d i w l t i e s  involved in the levy of new 
duties on finished goods lying with factories on the 28th of Februaty. 
If the present procedure is to be eflective, the Committee feel that 
utmost vigilance on the part of Excise Offiers is necessary in  deter- 
mining pre-excise stocks with factories. The present case is one 
where p r q m  vigilance was not exercised resulting in short-levy of 
d u t y  amounting to Rs. 9,059. The Committee desire that existing 
procedure should be streamlined LO ensure non-recurrence o f  such 
omissior~s. The Committee trust that the bdance amount of duty 
(Rs. 2,964) will be recovered early. 

IS. No. 23 o f  Appendix XI11 to  21st Report, 1M3-643. 

W ~ l h  reference to the position already-reported to  the Committee, 
it I I I ; I ~  La stated that the entire arrears of  duty amounting to  
Rs. 2,964 have since been recovered 

[F. NO. 10/1/63-CX.VII.1 

While the Committee do not question the justification n$ the 
Assistant Collector's ruling in classifying badami and unbleached 
paper in this case as printing and writing paper (which was liable t o  
the lower rate of du ty ) ,  they feel that before coming to  this conclu- 
sion the o f ~ c e r  should have consulted the Central Board of Revenue 
since two technical officers viz. Deputy Chief Chemist and the Chief 
Chemist had opined that it was classifiable as packing and wrapping 
paper (which was liable to  the  higher rate). The Committee sug- 
gest that the Ministry should examine the possibility of laying doion 
that i n  all cases where the Excise Oficers d i fer  from Technical 
Oficers of the  rank of Chief Chemist, the matter should be referred to  
she Board for a ruling. 

[S. No. 26 Appendix XI11 to 21st Report 1963-641. 



The suggestion has been very carefully considered by the Minis- 
try of Fmance (Department of Rel7enuc and Conlpany Law).  As 
the law stands at  present the classification and assessment of goods 
Tor the purpose of collecting the Central Escise duty is primarily the 
function of the "Central Exrise Officer" i.e. the Assessing officer con- 
ccrncd. In any case the Chemical wing is not the assessing unit; 
its funct~on is purely advisory on questions of fact. Classification of 
a p 1 1  titular article for the purpose oi assessment involves an inter- 
pretation of law as wc~ll. E~.entually, i t  is the statutory function and 
respo~is~bi l~ty of the Central Escise officer and not of the Chemical 
Df~partment. In individual c a w s  of doubtful classification, therefore, 
uh!le the  assessing officers have to pay due regard to the opinion 
expressed by 'T t~hn~cal  officers on questions of fact, which provides 
the necessary guidance, they need not and cannot, be solely guided 
by such an opinion on classificatiun inasmuch as various other factors 
like normal commercial practice and parlance, as well as the major 
use to which such gods are  put will also have to be taken into con- 
sideration in arriving at a decision. 

2. In common with the Customs Wing, general instructions 
already exist with regard to the procedures to be followed in the 
interpretation of the Central Excise Tariff and disposal of doubtful 
cases. These instructions provide inter alia for mutual consultations 
among the Collectors and for reference to the Board for orders where 
such reference is considered necessary. In matters involving assess- 
ments and revenue, these instructions further provide for adequate 
regard being paid to Government' interests keeping in view that 
Government have no appeal if the decision goes against them where- 
as the assessee has a right of redress by way of appeal/revision appli- 
cation procedure prescribed for him under section 35/36 of the Cen- 
tral Excise and Salt Act, 1944. These instructions have stood the 
test of time. 

3. In  individual cases o'f doubtful or disputed assessment, there- 
fore, the Collectors of Central Excise have to take a decision them- 
selves in the first instance. In  cases where they themselves are in 
doubt the Collectors can and do refer the matter to the Board but 
only in general terms so that their doubts could be resolved and 
tariff rulings or general directions issued. Individual cases as such, 
are not expected to be referred to the Board for decisinn for the  
reason that in case the Board takes a decision and the ass-.:see is still 
aggrieved by it, he is in fact deprived of the second remedy by way 
of appeal to the Board (provided under section 35 of the Central 



Excises and Salt Act, 1944) when he has a right to  be heard by the  
Board. 

The existing instructions as above are therefore, considered ade- 
quate  to safeguard revenue and, a t  the  same time. not affecting the  
rights of the asscssee provided by law, for getting redress where h e  
is aggrieved hy a particular decision. 

4. The  correct procedure to be followed in all such cases is again 
being brought to the notice of Collectors, and it 1s being further pro- 
vided that  in all such cases where there 1s a difference of opinion 
between the Chemical Examiner and the assessing Central Excise 
officer, the  matter should be immediately brought to the personal 
notice of the Collector before anv decision is taken. The Collector 
can then follow the procedure outlined above and if considered 
nectassary, also make a rc'fercnrt. to the Board in general terms. I t  
is hcllcvcd that this will s e r w  the purposc the Committce ha.; in view. 

5. Tho audit to whom the alraft reply as in the foregoing pnra- 
graphs had Iwen sent for vetting have communicated their ccm- 
ments in thc rn3ttt.r as in paragraph 2 of the Director (Revenue 
Audit) 's lettcr No. 1 :!31-Rw./138-63 dated the  10th July ,  1964 addrcs- 
sed to  the Secretarv, Central Board of Excise & Customs, a copy of 
which is annexed hereto. 

[F. NO. 2211 1/G4-CXVI.] 



Grtract  of para. 2 froin Dtrector of Revenue Audit's letter No. 1231- 
Rev.1138-63, dated the lot 11 Ju l l i .  1964, addressed to Secretary, 
Central Board of Excise & C U S ~ O ~ I I S ,  New Delhi. 

SUBJECT: -Tuienty-first report of the Ptrblic Accou)~ t s  Coinmittee 
63-64-Reply to serial Nos. 33, 26. 35 and 27 of Appet~dix 
XI11 to the Report-vettivg of- 

[ (2) S. No. 26-Appendix XI11 to the Twenty-first Report. 63-64.] 
( i )  Parn 11:-It still seems to audit that the recommendations of 

the P.A.C. on this para are precise and quite reasonable to follow. 
The conlmittee, have suggrsted the desirability of references only 
in those cases, to the Board, for a ruling, where the opinion given by 
an officer of the rank of Chief Chemist has been overruled by the 
Co!lector. It is evident that the idea behind this was certainly not 
to vest in the Chemical Wing either the responsibility or the discre- 
tion excerisable by the Central Excise Officers under the Central 
Excise Law. While making their recommendation, the P.A.C. were 
fully aware of the fact that the Yunctions of the Chemical Wing are  
purely advisory and legally the Collector could overrule the opinion. 
In this background, a discussion of the matters like commercial 
practice and parlance, enduse of the products etc. would sem to be 
not quite in context. The considerations which could have prompted 
the P.A.C. to  make a recommendation of the nature mentioned 
above can briefly be summarised as follows: -- 

The Chief Chemist is a technical officer o'f the highest :.rink of the 
Central Excise department who is supposed to have an cxpert 
knowledge not only in regard to the technical examination of the 
escisable goods but also in regard to the tariff classification applic- 
able to such goods. Incidentaly he is also a 'Central Excise Officer' 
for certain purposes. I t  is only logical to hold that due weight 
should be given to the opinions expressed by him on matters referred 
t o  him by the Central Excise Officers. Ordinarily, the opinion given 
by the Chief Chemist should not be brushed aside except when such 
a course is warranted by circumstances of a special nature. In case 
the Central Board of Excise and Customs is kept informed by the 
Collectors of the cases i n  which they have overruled the opinion of 
the Chief Chemist, the Board can, a t  least, ensure that there is no 
abuse of discretionary powers. 



( i i )  Paras 3 & 4:-The observation that the assessee will be 
deprived o f  the legal remedy b y  way o f  appeal to the Board, in case 
the Board takes a decision carller, will equally hold good whcre an 
Assistant Col lc~ tor  ha., lvith the prior approvn: of the Co!lector, 
decided the t a r i f f  classification o f  goods. Audit is, therefore, of  the 
view that ~t would hc des~rablc if  the Collectors are required to make 
a reference to thc Board in  general terms in all those cases where 
they anb not 171  ar!rewn(~nt with thv o p i n ~ o n  qlven \J\. ?be Ch1r.f 
Chemist. 

* * * * 

IS. No. 28 o f  Appendix XI11 to 21st Rcport 1963-64.1 

The ol)servat~ons of t h e  Con~nlitfee hazw been nut t~d .  it 111uy be 
st11rt~d I ) /  this co~ll~ec'llon ~ l r c t t  nc.cortliilg to the e.7-ist;ng pro(-edure tile 
field ollrcers are k ~ p t  ~n formed o f  slrch imporlnn t choilges ~rrc lz id iny  
chnnge in definitio~~. 

[ F .  NO. 15/16/64-CXIVI. 

Recommendation 

( I )  The Corn mitt ee fiizd l i t t le  just~firatzon for condo~~ing lurge 
stock deficiencies in  the a m m l  stock taking of the tyre and tube 
nianufacturing concern for the gears 1!67-58. W l ~ i l e  the  Coinm ittee 
note the dificulty experienced i n  reconelling finished tgres with 7112- 

finished ones because of double accounting of certain tyres and faulty 
book-keeping, they feel tha.t no serious attempt was  made b y  th< 
Excise Officers or the manufacturers to locate the errors. On the other 
hand there was lack of co-operation on the part of the manufactui~e~s 
to produce certain accoztnts. In the opinion of the Co~nmittee the 
situation justified the recovery of duty on shortages in  temns of rule 
223-A of the Central Excise Rules, 1944 read with para 82 of the 
Manual of Tyres and Tubes (1953 edition). 



(ii) The Committee undt~stand from Audit that in the m e  of ano- 
ther major manufacturer a sum of Rs. 17 l a k h  had been recouercd 
on this basis. ( m e  mmufacturer has appealed against the recouety). 
I t  w not clear to  the Committee why a special treatment was accorded 
to the Jinn in question. 

(iii) As regm-ds the question of the unworkahility of existing pro- 
cedure of reconciliation in  tyres factories, the Committee feel that 
wi th  better standards of accounting in factories, it should be possible 
to  achieve reconciliation of finished products with unfinished ones. 
I t  is hardly necessary to emphasis the importance of checking actual 
production with raw materials and unfinished units in big industries. 
The Committee hope that a suitable fornula will be evolved in 
consultation with the industries concerned to  act as a second check 
on the figures of production. 

[S. No. 29 of Appendix XI11 to 21st Report 1963-64.1 

A self-contained note is enclosed. 

Self contained note in  reply to:-Serial No. 29 of Appendix XIlI  
to the Public Accounts Committee Report 1%3-64. 

Ever since the inception of Central Excise duty on tyres and tubes 
in 1941, the Dunlop Group of factories has been permitted to manu- 
facture tyres and tubes for three different manufacturers, namely: - 

(1) Dunlop Tyre Company, 

(2) Goodyear Tyre Company, and 

(3) India Tyre Company 

The tyres and tubes are manufactured in the same shops on behalf 
of three manufacturers and they are brought to the Base Stores 
for the purpose of checking and inspection. It is at this stage that, 
according to the internal control exercised by the manufacturers, 
manufacturing shops hand over finished goods to the stores Depart- 
ment and renders an account of the raw material supplied. Such 
tyres and tubes as are found to be of the desired grade and quality. 
and marketable, are passed on to the different approved store rooms 
-belonging to the respective mandacturers. Tbe practice followed 
upto the end of the year 1955 was to account, as the day's production, 
at this &age, the number of tyres distributed among the different 
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manufacturers from the Base Store. No tyres are delivered at any 
stage upto and including the Base Store. 

2. This establi~hed accounting procedure was changed with effect 
from the 1st January, 1956 for Central Excise purposes, although the 
system of internal control by the manufactures remained unchanged. 
The change was confined to tyres and did not extend to tubes main- 
ly because rejection of tubes after moulding was far greater. Under 
the new procedure, the number of tyres coming out of the 'moulds' 
was taken as the quantity produced for entry in R.G. 1 (Daily Stock 
Account prescribed under Central Excise Rules). This change, was 
marl:, on the basis of the argument that theoreticallv what comes out 
of the moulds is recognisable as a 'tyre'. I t  was no doubt anticipated 
that in actual practice such a tyre would be subjected to various pro- 
cesses of trimming, finishing, inspection and wrapplng and only after 
passing through these stages it could really be considered as a fully 
manufacturcd lyre in a 'marketable' form. It was, however, hoped 
that it would be feasible to maintain a proper record in respect of 
each of those stages That hope did not. however, prove to be well 
founded4 

3. The revised procedure stipulated that the daily production for 
purposes of the R.G. 1 account should be based on the figures extrac- 
ted from the "Pan sheets" maintained by the various moulding sec- 
tions of the factory. All the tyres taken out from the mould do not 
represent the actual production because (a) all tyres moulded are not 
fit for consumption, some of these are either crapped or remoulded 
(b) wrong accounting by the moulders to boost up production figures 
at times does occur as has been established by sample surveys (c) 
some amount of double accounting in "Pan sheets" takes place as 
tyres rcceived for remoulding, are also entered therein. 

5. A she-cause notice was issued under Rule 223-A of the Cent- 
noticed a t  the time of 1957 stock-taking by the local Central Excise 
Officers in one Collectorate has to be considered. 

5. A show-cause notice was issued under Rule 223-A of the Cent- 
tral Excise Rules, 1944 in respect of the above shortages. The manu- 
facturers, however. explained that the system of accounting had its 
inherent defects and certain book-keeping errors were bound to creep 
in. In this connection they invited a reference to an earlier communi- 
cation of theirs in which they had dealt with, in detail, the defects in 
the accounting procedure and on the basis of which the 1956 shor- 
tages had also been condoned. They also argued that when com- 



pared with the total clearances during the year, the shortages were 
very small indeed. 

6. Having regard to the background explained above, and accept- 
ing the explanation offered by the licensees, the local Central Excise 
authorities condoned the deficiencies. 

7. In consultation with the industry the possibility of evolving 
a procedure to reconcile raw material account with the final produc- 
tion figures will be pursued. 

Recommendation 

The Committee appreciate that the introduction of the compounded 
levy is meant to help the small producers, who under this system are 
not required to maintain detailed records of production. The Commit- 
tee are also aware that the adoption of the compounded levy sgsttvn 
would reduce the cost of collection. The Committee, however, have 
doubts about the validity of the system which has changed the very 
basis of the levy of duty from the actual value of production of goods 
as laid down in the Act to the num'ber and type of equipment em- 
ployed in production. The Committee are glad to be informed that it 
is proposed to amend the Act to include a provision for the com- 
pounded levy system. This will remove the possibility of doubts 
about the validity of the system. The Committee hope that this action 
will be expedited. In the meantime, the Committee hope that the 
matter would be referred to the Attorney General as svggested by 
the Comptroller and Auditor Gmeral to clarify the legal position 
without doubt. 

[S. No. 31 of Appendix XI11 to 21st Report, 1963-641. 

A c n o ~  TAKEN 

The need to make a clear statutory provision enabling the com- 
pounding of duty liabilities of any manufacturer or class of manufac- 
turers in the Central Excises and Salt Act, 1944, has been noted for 
action, along with several other amendments which are contempla- 
ted in the near future. 

A copy of the opinion of the Attorney General of India about the  
legal validity of the compounded levy system is enclosed. 

[F. NO. 39/85/62-CXIIL 



COPY OF na OPINION OF mr AR~AW~CY Gmmw, OF INDILL 
Re: Compounded levy system-Legality of-Sections 3(1) and 37 of 

the Central Excises and Salt Act, 1944 ( 1  of 1944) 

OPINION 

The Central Exclsc Rules in question were made under .section 37 
of the Central Excises and Salt Act, 1944. That section gives the Cent- 
ral Government power to make rules to carry into effect the purposes 
of this Act and in particular and without prejudice to the generality 
o f  that power ~t authoriscs the Government to make rules for various 
purposes. Sectic~n 37 (2) (i) provides for the assessment and collec- 
tion of duties of excise and the manner in which the duty shall be 
pay;~blc and thc recovery of duty not paid. Section 37(2) (xv) pro- 
vides for authorisation and regulation of the composition of offences 
against or liabilities incurred under the Act or the rules made there- 
under. 

2. The question is whether rules 96-1 and 9 6 4  are intta vires or 
ultra vires thc rule-making power given by section 37. Rule 96-1 
empowers a manufacturer producing cotton fabrics etc. in factories 
commonly known as powerloom factories to make an application to 
the Collector in the prescribed form and on such application being 
granted the special provisions contained in the particular section of 
the rules would apply to him in substitution of the provisions contain- 
ed elsewhere than in that section of the rules for the named period. 
Rule 96-J empowers the Central Government by notification in the 
Official Gazette to fix from time to time a rate per shift per powerloom 
and if a manufacturer whose application has been granted under 
rule 96-1 pays in any month a sum calculated according to such rate 
in the manner and subject to the conditions and 'limitations therein 
contained such payment is to be a full discharge of his liability for the 
duty leviable on his production of cotton fabrics etc. during the 
month next following. Do these rules constitute a different method 
of levy and incidence of the duty or do they provide a measure cf 
payment for discharge of the amount of duty otherwise recoverable? 

3. The objection taken to this rule is that item 12 of the First 
'Schedule to the Act which deals with the duty on cotton fahrics pro- 
vides for a levy of the duty per sq. metre whereas rule 96-J provides 
for a different basis, i.e. on the basis of powerlooms. At first 
sight it would appear as if by rule there was a variation of the rate 
and method as indicated in the Sc5edule. The Schedule is referred 
t o  in section 3 which provides that "there shall be levied and collec- 
ted in such manner as may be prescribed duties of excise as and at 
$he rates set forth invthe First Schedule." The section therefore indi- 
cates the rate of levy and leaves the manner to be prescribed. Now 



Rules 96-1 and 96-J which are in question are contained in section 
E-111 which is included in Chapter V of the Central Excise Rules. The 
validity of any d e  can be justified under any one or more oi t h e  
powers granted under section 37. At one stage it was attcmptcd to 
justiw these rules as being in the nature of exemption from duty. 
This in my opinion would not be correct. No doubt the duty calcula- 
ted in the manner contemplated in rules 96-1 and 964 would come 
to a lesser amount than if the method and rates in the Schedule were 
applied, but it is not possible, I think, to say that the result is in law 
an exemption from payment of the difference. It would be more 
correct and right to justify them on the ground that they are a com- 
position of the liability for the payment of duty already incurred. The 
Supreme Court has held that an excise duty is one on the fact of pro- 
duction of goods not related to or dependent upon any c~\mnlercial 
transaction in them. The taxable event is the actual production re- 
gardless of what happens to them thereafter, whether they are sold, 
consumed, destroyed or given away. Thus the duty at the rate in 
the Schedule attaches and becomes due the moment the goods arc 
produced. It is true that ordinarily the actual collection is made at a 
later stage, but that is for convenience of collection. The duty hav- 
ing thus become quantified and due as at the actual stage of produc- 
tton; rules 96-1 and 96-J allow the manufacturer to pay a lesser sum 
than that which has become due in satisfaction of the whole amount. 
Rule 96-J in terms states that if the manufacturer pays the sum sti- 
pulated for in 96-J, then such payment shall be "a full discharge" of 
his liability for the duty leviable on his production of fabrics in the 
month following. !f Government had simply stated that in certain 
cases the rnanufacturcr could compound by paying a proportion of 
levy of the duty due that would clearly have been a composition of 
his liability instead of so providing a method o'F calculation as provid- 
ed and the resultant of that calculation is to be paid in satisfaction 
and discharge of the liability. The rule itself seems to envisage an 
existing liability which is to be discharged in a particular manner. 

4. It has been objected that the general power in clause (i) of sec- 
tion 37 cannot enable the Government to make rules which are ultra 
wires. That seems to beg the question which is really whether: 

(a) the rules are for putting into effect the purposes of the 
Act; and 

(b) whether, having regard to 37(xv) they are rules for the 
discharge of an existing liability. 

The purpose of the Act no doubt is to levy duty, but it is incident- 
a l  to that to exempt certain goods from the duty in proper cases, 



Equally, the collection of duty is a purpose of the Act and the colleo- 
tion in a particular manner would fall within the rule-making power. 
But if ,  as I think it is, the rule is a rule for the compositio~l of incurred 
liability then it clearly falls, in any event, within the statutory power 
under 37 (xv). 

I would suggest that the Act should be amended in order to put 
the matter beyond doubt. A possible objection to the view I have 
lake11 may bc that rule 37(xv) conlpr scs both coinposiLion of offen- 
ces and l~ahilities and the liabilities mentioned i i ~  the rule should 
therefore be restricted to those liab~11tlc.s f in  ch diet couirectcd with 
:I br  ~ l c h  of  the provisions of the Act or some offence. There are, for 
~nslnnco, powers of confiscation and the adjudging of penalties which 
create liabil~tics connected with offences of breaches of the Act. I do 
not think that section 37 (xv) can be so narrowly constructed. Hcw- 
ever, it would be better to amend the Act itself to put the matter 
beyond all quesion. 

Sd/- C. K. DAPHTARY, 
Attorney-General of India, 

Recommendation 

The Committee would like to be informed of the result of the 
Court proceedings and of the action taken against the o(lic~r.s respon- 
sible for the under-assessment in this case (Rs.  1,17,658/-) 

[S. No. 32 (Para 33) of Appendix XI11 to 21st Report, 1963-64.1 

With regard to the Court proceedings, the posi t i~n is that the cases 
are still pending in the High Court of Judicature of Andhra Pradesh 
at Hydernbad. 

2. As regards the action against the officers responsible for the 
under-assessment, the Collector of Central Excise, Hyderabad had 
suggested disc'plinary proceedings against 2 Superintendents of Cent- 
ral Excise and 3 Inspectors of Central Excise and had forwarded the 
draft charge-sheets against them. I t  was considered that apart from 
the officials mentioned by the Collector, two senior officers were also 
responsible for the issue of wrong instructions. Accordingly the 
Collector was asked to intimate the circumstances under which in- 
correct instructions were issued. In reply the Collector indicated 



the circumstances leading to the issue of incorrect instructions and at 
the same time expressed the view that there was nothing wrong in 
the instructions issued. The Central Vigilance Commission who were 
consulted, advised that there was no need for taking disciplinary 
action against the Collector and Deputy Collector concerned, s nce no 
mala fides could be attributed to them for giving an incorrect inter- 
pretation of the Board's orders and since the language used in the 
Board's circular was not sufficiently clear. The Central Vigilance 
Commission also recommended that dtsciplinary proceedings may be 
instituted against the five officials specified by the Collector of Cent- 
ral Excise, Hyderabad. In respect of one of the officials, in whose case 
the President is the appointing authority, disciplinary proceedings 
have been initiated by this Mlnistry and his reply to the charge-sheet 
is awaited. In respect of the remain;ng officials, the Collector of Ccnt- 
ral Excise, Hvderabad was asked to initiate disciplinary action 
against them since he is the appointing/disciplinary authority in their 
cases. Necessary action is being taken by the Collector. 

(Department of Economic Affairs) 
Recnmmenda tion 

(i) From the explanations oflered 'by the representative of the 
Department of Revenue and Expenditure, the Committee note that 
certain correctives are applied to the revenue estimates received 
from the subordinate offices. This does not, however, minimise the 
need for bringing about a reorientation in  the approach of the local 
oficers on whom rests the responsibility for furnishing th.c initial 
estimates to avoid undue conservatism in  preparation of estimates. 
The Committee trust that necessary steps in this regard, if not al- 
ready taken, would be taken now. 

(ii) In  regard to the statistical basis of the Budget Estimates, 
while the Committee note that some coordination does not exist bet- 
ween the Finance Ministry and the administrative Ministries on the 
one hand and the specialised agencies of Government like the Depnrt- 
ment of Technical Developmen,t, Planning Commission, etc. on the 
other, they feel that the machinery for collecting statistics in. the 
Ministry of Finance should be strengthened. in order to enable i t  
to assess more accuratelg the growth of production in the country 
and its impact on the collection of taxes. Revenue receipts depend 
upon the overall economic growth in the country and estimates of 
revenue receipts can be more accurate, if statistical data on the 
overall production in  the country is adequate, reliable and up-to- 
date. The Committee, therefore, feel that effective steps should 
be taken to PI up the deficiency in collection of reliable statistics of 



ownontic growth, w that ertimater of revenue me on r 
redistic bcuris. 

[S. No. 1 of Appendix XVII to 27th Report (Third Lok Sebha) .J 

h 0 ~  TALP( 

A note is enclosed 



No. F. 8(6) -B/65 

MINISTRY OF FINANCE 

(Department of Economic Affairs) 

New Delhi, the 2nd February, 1966: 

The estimates in respect of the main Revenue Heads, with which 
the Revenue Department are concerned viz. Income Tax including- 
Corporation Tax, Union Excise Duties and Customs, are initiaIly 
proposed by the Commissioners/Collectors, as the case may be. The- 
procedure followed in this regard is that the Revised Estimates in 
respect of the current year are first prepared, with reference to* 
the statistical data relating to the current year which are available 
in the Comrnissioners'/Collectors' offices. For example, the statis- 
tical data relevant for purposes of Income Tax including Corpora- 
tion Tax are: the number of assessees on register, the profits earned' 
by companies and dividends declared by them the demand raised 
and the collections already made, arrear assessments likely to  be. 
completed, collections likely to be made in the rest of the year with 
reference to the outstanding demand, etc. In the case of Excise. 
Duties, the relevant factors are: production and clearance of excis- 
able commodities and the collections already made, the likely clea- 
rances during the rest of the year having regard to the anticipated 
production, accumulated stocks and expected level of demand. In 
the case of Customs, the imports already made and the collections 
effected in resped thereof, and the likely level of imports during 
the rest of the year as ascertained from local Government Depart- 
ments who are major importers, are taken into account. The Revi- 
sed Estimates so prepared are projected while preparing the Budget 
Estimates for next year in the light of the available information with 
$he Comrnissioners/Collectors. 

2. The Estimates proposed by the Commissioners/Collectors are 
subjected to  a careful scrutiny in the offices of the Central Board of 
Direct Taxes as well as the Central Board of Excise & Customs. 
Apart from the statistical data furnished by the subordinate omces, 
the two Boards also take into account the statistical information 
available with them and relevant for purposes of estimation. The 



arrangements for collect~ng such ~nformation are  indicated below: 

Income Tox 
The Central Board of Direct Taxes compile and tabulate the 

statistics reiatinf! to industrial production and other economic trends 
from variow firlar~cial journals and statistics brought out by the 
Cc~itral Statistical Organsation. The balance-sheets of important 
comp;inic.s arc! c;irtjfully csaminc?d and the profits of such companies 
ore tabulated with rcfcrence to the accounting periods 
followcd hy 1hc.m. A 1inis:)n is maintained lVith the Directorate 
C;encral of Technical Development, Planning Commission etc., to  
find out the position of production and the likcly trend of profits in 
important trades and industries, for the currtant year. The Commis- 
siontrs of  Income-tax :ire also asked to contact the management of 
big and important companies and to ascertain the trends of profits 
during the current vcnr as compared to the earlier years. 

Excise duties 
The Central Board of Excise & Customs have a Statistics and In- 

telligence Branch who collect statistical data relating to production 
and clcaranccs as well as production anticipated production and 
clearances relating to various exciseable commodities from the con- 
cerned admmistrative Ministries, the Directorate General of Tech- 
nical Development etc. The Central Board of Excise and Cus tom 
also obtain from the authorities concerned statistical data relating to  
the imports made and those likely to be made during the relevant 
years with due regard to the availability of foreign exchange. After 
obtaining figures of 9 months actual collections from the Collectors 
of Customs, the Central Board of Excise & Customs consults various 
Ministries and Departments of the Government as  to their plans for 
the following year. Thereafter an inter-ministerial meeting is also 
convened a t  which the possible trends in the following year a re  gcne 
into in detail. 

The Revised Estimates for the current year as well as: the  
Budget Estimates for nest  year are framed in the light of the statis- 
tical data collected by the two Central Boards and after taking a 
view in consultation with the Economic Affairs Department as to the 
rate of growth of economy, in general, and also in individual sectors, 
foreign exchange availability etc. 

3. The Revised Estimates for the current year can, by and large, 
be prepared with a fair degree of accuracy with reference to the 
collections already made and those likely to be made in the  rest of 
the year having regard to the trends and the statistical data rele- 
vant for purposes of estimation. The  Budget Estimates for the  foL 



lowing year cannot, however, be prepared merely with reference 
to statistical data, which by their very nature can only relate to the 
past. The Budget Estimates for the next year are, therehrc,  only in 
the nature of a broad forecast made after taking a view as to the 
likely dcvelopments in the economy during the following 14 or 15 
months. which necesssrilv cannot be very accurately gaupd.  parti- 
cularly in a developing economy. While subjcctive elcment in the 
preparation of such estimates cannot be ruled out, every attempt is 
made to frame the estimates with reference to the statistical data 
available in the various Ministries 0: the Govcrnmctit of India as 
alro the Directorate General of Technical Dcvclopment and obtained 
from them. both by correspondcncc and by holding meeting.; and dis- 
cussions with them. No organisational changcs in the arrangements 
for the collections of data arc considered necessary for the present. 

4. The estimation of the effect of changes in taxes and duties, 
particularly direct taxes, presents a special problem. Very often 
concessions are given e.g. in the matter of development rebate, tax 
credit; in respect of additional clearances etc. Information in re- 
gard to all these matters would have to be collected by reference to 
individud assessments. The question of making arrangements for 
collating such information is under consideration and a Study Team 
is proposed to be appointed to examine the matter. Further, Com- 
mittee of statistical experts has also been appointed to study the 
scope and functions of the Statistical and Intellegence Branch of the 
Central Board of Excise & Customs and to suggest a re-organised 
set up for it, if necessary. 

(Department of Revenue) 

Recommendation 

(i) From the explanations offered by thr representative of the 
Department of Revenue and Expenditure, the Committee note that 
certafn correctives are applied to the revenue estimates received from 
the subordinate ofices. This does not, however minimise the need 
for bringing about a reorientation in the approach of the local oficers 
o n  whom rests the responsibility for furnishing the initial estimates, 
to avoid undue conservation in  preparation of estimates. The Corn- 
mittee trust that necessary steps in this regard, if not already taken, 
would be taken now. 

In regard to the statistical basis of the Budget Estimates, while 
the Committee note that some co-ordination does exist between the 
Finance Ministry and the administrative Ministries on the one hand 
and the specialised agencies of Government like the Department of 



Technical Development, Planning Commission etc. on the other, they 
feel that the machinery for cotlecting statistics in the Minutty of 
Finance should be strengthened, in order to enable it to  assess 
accurately the ~ r o w t h  of pruduc:ion in the cotrntry a d  its imjmct 
on the collection of taxes. Revenue receipts depend upon the over- 
all economic growth in the coun tq  and estimates of revenue receipts 
can be more accurate, if statistical data on the overall production 
in the country is adequate, reliable and uptodate .  The Cmmi t t ee .  
therefore, feel that eflective steps should be taken to fll u p  the &- 
ficriency in collection of reliable statistics of economic growth, so 
that e~ltimaies of revenue are prepared on a sealistrc basis. 

(ii) In  the opinion of  the witness, it W ~ Y  not posaible to lay &u*n 
a percentage of variation which could be consuiered "normal". He 
added that there were particularlyl diflicult factors in India as c o w  
pared to  other countries, and these factors adversely afected the pro- 
cess of making a correct estimate of revenues; morcomr the nmrgin 
of variation would depend upon the circumstai~ces of each year. The 
Committee find it difumlt to fully subscribe to this view. Ours 
b a planned economy, and therefore it should be possible with a 
certain amount of efjort and vigilance, to collect timely datu which 
would make due allowance for the various factors aflecting the esti- 
mates of Revenue. Hence the Committee would reitmate their view 
stated i n  2 to 4 of their Ninth Report (Third Lok Sabha) that varia- 
tions exceeding 3 to 4 per cent s h o ~ ~ l d  be regarded as a mutter fo+ 
concern requiring special wmedial measures. The Committee are 
aware that their first report on the subject of R w c t ~ u e  Receipts was 
presented in January 1963 and the second one in July 1964, and there- 
fore there had not been sufficient tiine for the resul1.s of the action 
taken on the Committee's recommendations being reflected i7~ the 
accouirts for the year 1962-63. Theg hope that the margin of varia- 
tion indicated above would be constantly kept in  view and conti- 
nuous efforts l a d e  to reduce the variation to this liinit. 

fiii) The Secretary, Revenue, Expenditure and Company Law a- 
piained that taxation had to he viewed i n  the light of the economic 
conditions and the overall financial position of the country and not 
m e l y  in  relation t o  the revenue gap. Even so. it cannot be denied 
that the estimates of reupnzte, the estimates of expenditure and the 
f-resh taxation proposals are closely inter-linked, and that the  fomner 
two serve as sonre indicators for the quantum of fresh taxation efjort 
necessary. The importance of arriving at accurate budget estimates 
cannot therefore be overstressed so as to  amid the risk of thc public 
being taxed unconseiotrc.t y more than necessary. 



While the Committee are glad to note the s p u r t  in the collection 
of taxes due to the emergency in 1962-63, they find from detailed 
s~tornination of Customs, Excise and Income-tax (Vide Chapters 11, 
I11 of this Report and Clrapter 1 of the ltoenty Eight Report) that 
the enae-rgency alone does not explnin this large overall varintion 
and that other factors also have contributed to it. 

However the Committee hope that as a result of the steps stated 
to have been taken to impmae the technique of budgeting, there 
will be a marked reduction in the percentage of variation next yew. 

[S. Nos. 1, 2, 3, (Paras 2. 3, 4) of Appendix XVII to 27th Report.] 

A c n o ~  TAKEN 

(i) The recommendations of the Committee have been noted. The 
following steps have since been taken to fill up the defficiency in 
collection of statistics (a) Provision has been made for the compila- 
tion of the figures of trading results extracted from Economic Jour- 
nals. (b) Arrangements have been made Yor compilation of the de- 
tails shown by big companies in their Returns of income. 

(ii) & (iii) The recommendations of the Committee are noted. 

[This has been vetted by audit vide Shri Gauri Shanker's D.O. 
No. 1966-Rev. A/69-64 dated 15th July, 1965 and 2279-Rev.169-64 dated 
3rd August, 1965.1 

[F. No. 83162164-I.T. (B) .] 

Recommendation 

Even though the overall variation in respect of non-tax revenues 
wus only 5.82 per cent, the Committee find from the stnteinent 
(Appendix 11) supplied by the Ministry of Finance (Department of 
Economic Afairs) that the variations under certain major heads are 
much larger, namely, Interest-Rs. 14.28 crores. (-8.4 per cent), 
Currency and Coinage-Rs. 15.92 crores, (23.2 per cent) a d  Ex- 
traordinary Receipts Rs. 14.88 crores (35 per cent). These variations 
me very much on the high side. The Committee were given to un- 
derstand that as compared to tax revenue heads, Government had 
better information with regard to non-tax revenue heads and that 
the subjective element in their case was much less. The Committee, 
therefore, hope that the estimates in regard to norrctax revenue* 
w e d  be framed with greater precision. 

[S. No. 4 of Appendix XVII to 27th Report (Third Lok Sabha).] 



The observations oI the Committee have been noted. 
(Department of Revenue) 

Recommendation 
The expenditure incurred on collection was a1 located according 

to a formula approved in  consultation with audit as explained in  a 
note submitted to the Committee by the Central Board of Direct 
Taxes (Appendix IV). I t  is observed from this note that the Comp- 
troller & Aud:tor General desired that a study should be conducted 
to  eramine whether the percentages fixed lor Corporation T n s  and 
Estate Dutly need revision. The Committee Iwpc? that this study 
would be taken in hand soon, and in the light of the findings thereof, 
the necessary revision would be made in  the relevant percentagcs. 

[S. No. 5 (Para 7 )  Appendix XVTT to 27th Report, 1964-651. 

The study o f  the question of  revision oY percentages fixed for 
Corporation Tax and Estate Duty has been taken up. Necexsary 
data is being collected. 

IF. NO. 3/35/65-Ad. VII].  

(Department of Revenue and  Insurance) 

Tlw Committee would like to point out that thougb the perce?~tage 
of expenditure incurred on collections has shown a fall, the actual 
aino~rnt in~urr(~I1 on estnblishment has increased I'?! abolct Rs. 62.33 
lakhs under Customs, about Rs. 88 lakhs under Union Excise and 
about Rs. 54.19 lakhs under Income Tax  and Corporation Tax  as 
compared to 1961-62. While the Committee are not against the aug- 
mentation of the st@ to cope with the increasing volume of work, 
particu7arly when it is mntclted ' b ? ~  a significant increase in the totul 
collections they would like to reiterate their view, stated i n  para 3 
of their Twenty-first Report (Third Lok Sabha) , that with geater  
drive and initiative on the part of the officers it should be possible 
for the Ministry to  ejgect larger collections and reduce further 
the percentage of collection charges. 

[S. No. 6 of  Appendix XVII o f  27th Report 1964-65.) 



Thc recommendation is noted. 

2. The figures of  1963-64 show an improvement in this direction. 
The cost of collections has gone down from 1.7 per cent 1.4 per cent 
and 1.5 per cent respectively on Customs. Union Excise Duties and. 
Income Tax & Corporation Tax in 1962-63 to 1.2 per cent, 1.2 pcr ccnt 
and 1.3 per cent in 1963-64. 

[Duly vetted by the Audit] 
(F. No. 7/70/64-Coord) . 

(Department of Revenue) 

Reconlmcndat ion 

The industrial production and the industrial needs in respect of 
important items like machinery and fuel oils arp well known to the 
Government and yet for two years in succession the same reason has 
been advanced for the variations, viz., larger imports of machinerll and 
fuel oils required to  meet industrial needs (vide Explanatory Memo- 
randum on the Budget of the Central Government, 1963-61. page 10 
and ibid 1964-65, page 15). The percentage of variations has increas- 
ed from 11.9 in 1961-62 to 18.35 in 1962-63. The Committee. view this 
trend of rise i n  percentage variations from year to gear with concern. 
They  feel that this persistent under-estimating of revenues is prima- 
rily due to  defective budgeting which requires sp~cial ren~edial Inca- 
sures. The  Committee desire that the Finance Ministry who are the  
guardians of the Centre's finances and on whom lies the overall res- 
ponsibility for framing the Central Government's budget acc.rtmtel?!, 
shortld supplement the statistical information received from Adminis- 
trative Ministries with their own independent investigations and re- 
searches in order to  be able to  better assess the industrial and econo- 
mic trends, movement of foreign exchange etc., and thereb?! t o  arrive 
at more precise estimates. The  Committee hope that efforts will be 
made to improve the budget estimates of customs Revenues. T h e  
Committee would like t o  be informed of the steps, if any, taken 
already or proposed to  be taken hereafter in this direction. 

[S. No. 7, (Para. 10) of Appendix XVII to 27th Report (1964-65) 1. 

So far as Customs Revenue is concerned, this Department has 
h e d  instructions to the Collectors to make a closer scrutiny of the 



estimates furnished by the lower formations, before submitting them 
to this Department. Ways and means have also been suggested to 
thr Collectors for making the estimates more realistic. In the Com- 
bined Conference of Collectors of Customs end Collectors o f  Central 
Excise held at Madras from 10th t o  12th November, 1964, the need 
for framing the budget estimates on a more realistic basis was again 
impressed on the Collectors. This Department has also emphasised 
to thc various concerned MinistriesIDepartments of the Government 
o f  India the need to give as accurate data about the respective im- 
ports t o  be effected by them or by organisations under them as possi- 
ble, so that the budget estimates may  be framed with similar accu- 
racy. Inter-Ministerial and Inter-Departmental discussions, bdore  
finalising the Customs Revenue Estimates, are also envisaged. 

Recommend at ion 

( i )  From the detailed examination of the vnriations in  respect of 
some miiwr heads t h ~  Committee find that while the overall variation 
under the head  custom^' is 18.35 per cent which itself is wry high, 
the variations under some of the individual items are disproporti&k 
ately large [e.g. High Speed Diesel Oil and Vaporising Oil 119 per 
cent; Machinery, 38 per cent; Kerosene and Motor Spirit, 28 per cent; 
Railwny Plant and Rolling Stock. 256 per cent; Heavy Chemicab 
(Protective Duty), 123 per cent; Motor Cars, Cycles etc., 89 per cent, 
and Pneumatic Rubber Tubes and Tyres. 68 per cent]. The Cona- 
ntittee also notice that the Government budgeted for a k w e t  figure 
than the actuals of the previous year in some cases, (Ke~osene  oil and 
motor spirit, High Speed Diesel Oil and Vaporising Oil) and ultimate- 
Ig the actuals exceeded both the budget estimates and the revised 
estimates. F T O ~  the foregoing, it is obvious that there is scope for 
considemble improvement i n  the preparation of estimate of cr~stoms 
revenue. The Committee trust that the cases involving heavy varia- 
tions will be examined thoroughly by the Ministry of Finance and 
that  suitable rmnedjal measures wodd  he taken so that the e s t i ~ a t e s  
arc framed more realistically. 

( i i )  The Committee regret that in one case (Railways), there was 
no  consultation between the Ministry of Finance and the administr&- 
tive Ministry. The Committee hope that this is an isolated instance. 
The9 consider it t o  be of the utmost importance that timely co?zsdta- 
tions and discussions are held between the Finamce Ministry and 
other administrative Ministries concerned, at the time of framing o7i- 
lginal as well as revised estimate. 

,@. No. 8, (para 11) o f  Appendix XVII to 27th Report (1964-65) .I 



The Committee's observations have been noted. Certain ways and 
means of making the estimates suggested bv the Collectors of  Cus- 
toms more realistic have been indicated to the Collectors. It  has 
also been emphasised to the various Ministries/Departments concern- 
ed to give as accurate data about their respwtive imports to be effcct- 
ed bv them or by organisations under them as possible so that thc 
budget estimates to be framed may take them into account. Inter- 
Ministrial and interdepartmental discussions to infuse greater 
accuracv in the estimates are also envisaged. 

Recammenda tion 

While noting that e v q  ?/ear near13 5 lakh Bills of entml have to 
he checked and the work has to be done under pressure, the Commit- 
tee find it difficult to condone mistakes on the ground that the?/ were 
'human errors'. Efectioe steps should be taken to reduce the chances 
of s*lch mistakes creeping in. The Committee regret that some mis- 
takes in cakulations have even gone undetected b7l the inf~r l ia l  audit. 
This indicates that the nature of the check erewised by thc Infernal 
.4udit is perfunctor?/. The Committee feel that internal audit sho7rld 
he more eflective. Tozoards this end, the Committee suggest thni 
there should be better supervision, and the strength of the npprais in~ 
staff and the Internal Audit staff should be reviewed and a?iqm,ented, 
zf necessarg. The Committee a re  glad to be informed that (1 nvmber 
of mistakes are detected by the Internal Audit Department At the 
same time, a careful note should be taken of the tvpe o f  mistnkes 
which are pointed out by External Audit and auitnble tnstr~rctions 
issued to prevent recurrence of the same. Eflortc should also be made 
to resolve disputes in classification quickl?l bg mutual discus~iov bet- 
ween the appraising department and the Internal Audit Deportment. 

The Committee taould also likp to reiterate their views given in 
~ r a g r a p h s  7 and 8 of their Tzoentq-first Report (Third Lok Snbha) 
in this connection. 

[Serial No. 9 o'f Appendix XVII to 27th Report, (1964-65) .] 

A c n o ~  TAKEN 

Because of the seriousn~ss of the situation pointed out by the 
P.A.C. both in its 21st and 27th Reports, the Central Board of Excise 
&. Customs have decided that the matter should be thoroughly enquir- 
ed into and suitable recommendation made hv the Directorate of Ins- 
pection (Customs and Central Excise). The Director has been asked 
to complete the enquiry on a top priority ba+s and it is expected that 
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in the course of next few months his report will be available to the 
Board for suitable action. 

[U.O.F. No. 5 '24!64-Cus. VIII, dated the 1st January, 1965.1 

Recommendation 

While the Cvmmittee appreciate the did3icultit.s in  making assess- 
ments of maclrinery imported and allowed to  be cleared long ago 
under the Note Pass q s t e m  which applies to Government Depart- 
ments nnd public urd~r tak ings  they feel concerned that there should 
be as many as 400. Bills of Entry still pending assessment. They hope 
that energetic steps will be taken to clear the arrears. 

The  Committee would like this matter relating to mistakes in 7e- 
gard l o  levy of countervailing duty to ba examined Government 
and an eflective s?lstem evolved i n  which there will be no scope for 
omission to levg countervailing duty. 

IS. No. 10 o f  Appendix XVII to 27th Report, 1964-65.1 

The Collcctors o f  Customs have been a-kcd to take stock of the 
position relating to Bills of Entry pending assessments and take steps 
to finalise them urgently. 

Regarding levy of countervailing duty. certain steps have been 
taken and the matter is being further examined. 

[U.O. No. 10!5'63-Cus. VI(Pt.), dated 11-1-1965.] 

Recommendation 

T.he Co.rntr~ittee would like this matter relating to mistakes i n  re- 
gard to  let)!/ o f  countervaiting dutg t o  he emmilzed by Government 
and an eflective sgstern evolved i n  which there will be no stop. for 
omission t o  levy countervailing duty. 

[S. No. 10 (ii) of Appendix XVII to 27th Report, 1964-65) .] 

A c n o ~  TAKEN 

Under the Finance (No. 2) Act, 1%5, the rate ~ t r u c t u r e  of the 
import duty on various items has been rationalised. This opportunity 
was also availed of to review and delete, wherever necessary, a num- 
ber of exemptions and modifications of the rate which were granted 
from time to time to meet particular situations and to remove anoma- 



lies. In that connection, a number of notifications regarding e x e m p  
tions relating to countervailing duty have ako  been deleted. 

2. When Section 2A of the Tariff Act came into force. instructions 
were issued to the Collectors that it was not the intention of the new 
provision regarding the countervailing duty that it rhould lead to any 
change in the de facto position preva~ling bcforc 2nd February, 1963. 
These instructions have also since becn canccllrd. Consc.qucntly, the 
position regarding countervailing duty has become simplcr as counter- 
vailing duty become chargcrtblc (-n items which arc 1~:1hl!. to central 
cxcise duty unless there is spccific vxcmption. It IS Iloped that with 
this simplification the number of mistakes made in assessing counter- 
vailing duty would be rcduccd to an appreciable extcnt. 

[F. No. 20 52 65-CU:. I.] 

Recommendation 

The Committee ujould await the outcome of tire R c v i s i o ~ ~  Pctition, 

[Serial No. I1 (para 14) of Appendix XVII to 27th Report, 1964-65.1 

AcnoN TAKEN 

The Revision Pctition of the party has  ::ince been rejected. 
(Duly vetted by Audit). 

[F. No. 14 19i64-LC.11.1 

Kccommendation 

The Coinmittee hope that such mistakes will be avoided i n  future. 
They also negret to find that this mistake was not detected in hternnl 
Audit. 

[S. No. 12 of Appendix XVII to 27th Report 1964-65.1 

The recommendation has been noted for compliance and the Col- 
lector has been instructed to take :uitable steps to avoid recurrence 
of such mistakes in future. Instructions have also ,been issued sepa- 
rately to the Collectors t o  improve the check exercised by the Inter- 
nal Audit Department and also to take due notice of lapses in detect- 
ing obvious errors in that department. 

[U.O. No. 3130163-Cus. VI, datcd 10-12-1964.1 

Recommendation 
In a certain Custom House, rubber insulated cable was  assessed to  

duty in December, 1962 at 15 per cent ad valorem plus 5 per cent 



countervailing du ty  under tartff ~ t e m  7 2 ( d ) .  read wzth 73 (21)  of the 
Ind~an Custrmts Tartf. As rubber insulated cable rs spemjicully men- 
tloned under 73 ( 6 )  of the Indmn Cuctnms Tarrff. t h e  asses.nnc*nt 
should have been nadt at 35 per c-f ad valorem plm 5 per cent  
countertmlzny d u t y  On this bemg pointed out. the Custom Hotrsr? 
reahed the nl~ort dut?j of Rs 35,997 from t h e  importm. 

Tlr c Metnber, Cent rid Board of Excrs? & Czistoms, explaiwd dur- 
l t tg  ov~rlence f\rat these cables icere specrficnlly mentioned under 
73 ( 6 )  but t h ~ y  had to bc of (I speculf core. These cables were also 
generally t r (~nsn~~ss ion  ltnes I ~ I I T I ~  were asseswble under 72 ( d )  and 
prusumahly the rrssessliig tr//rcer trelcted tlceii~ as tmnsnrrssion Iittes 
under 72 ( d ) ,  which Ire should I I O I  Ianw dotlc. The witness informed 
the Comrr~iticv fhat thu Bnnrd hod heen fold bg fhe  Collertor of Cus- 
toms recentl?l that action horl h w n  ~nrtwtetl ngn~nst the off~cer con- 
wrned,  h i t  t hry dtd nor h v e  th.9 detntls 

Tile Cotri?n/tt~c rc.?oult? ! : k c  to  he 1nfor8rtr.d /,ow t l i c .  Clr:.foms Opz- 
cclr fir~ltd to c-lassify the goods 1 ) 1 ' ( : p ~ r l ? /  14-hcrt tlrc>rc was ito scope for 
anp amb yultll. I n  f h r  opmwi of the Co7ninitiee. t h s  is a clear case 
of zi3ron{g c.Iir.\.~~lic-rltrot~. (1wd ;\reg ttv)uld Ill-c to be ??tformcd of thv 
act loit talc<@~r c~gn r n s t  ofl1cer.q responsible for t 11 ts lapse. 

[Pnra. 16, 27th Report of thc Puldic Accounts Committee 1964-65 
Report.] 

A c n o ~  TAKEN 

Thc goods in question wrrc importcd by thr Contrc>ller of Stores. 
Railwnv (Chithranjan Locomotive Works) and described as electric 
loco parts in the relevant bill of entry. It was presumably, therefore. 
that thew wcrc asscssed as compnnent parts of plant under item 72 (d) 
in preference to item 73 (6). Although the Customs Revenue Audit 
objection was admitted, it cannot be said that the matter was free 
from doubt. Mwcovcr, thc Appraiser concerned with the particular 
assessment resigned over a year ago. As it wa.: considered to be a 
case of bona fide error, the Collector of Customs decided to close the 
case. 

[F. NO. 24 38 '64-Cus.III.] 

Recommendation 

A Platform car imported i n  o w  of the Customs ports was assessed 
to duty  at 10 per cent ad valorem under tariff i tem 72(3) t rea thg  i t  
as a component part of machinery. It was pointed out that Platform. 
cars came under tarif  item 75 and should be assessed at 35 per cent 
ad valorem. T h e  short levy of du ty  o n  account of this amounted to 



Rs. 17,635. The Clistom Wottse has since recorered this amotlnt from 
the i m w e r .  

Dtrring evidence. the Committpe were inforn~.~d that the Customs 
Officer had mcwed the mistnke and the d u t ? ~  has been ~ecotwred. 

The Cominirtoe are gitqcn to tlndrr.&nd that therc was a mtl ing  by 
the  Centrnl Board of Retwtve issued in 1954 that itcins s~tch as Truck 
platform (under which category ulatform cars fall) were assessable 
uruier Tarifl item 75 ( c o t ~ ~ w ! / a n w :  not otheru~isr specified). I f  the 
Assessr~rg Offacer had followed r.!l;s circular the tcnder-assessment 
would not h n z ~  occurred. Such fallurc to follou~ the C.B.R.'s ntling 
and circttlars ?ras 71ot iced i!t the previous yPar also nnd the Commit- 
tee had cor?mcvttcd a d w r s c l ? l  on the same (vide para 9 Tt~crttg-First 
Rcport, Th:rd Lol; Snbhn). Thc Comnl-ittee '19icu- thc p ~ r s i s t n c e  o f  
such mistukes with concern and hope that suitable measures would 
ixe taken to ensure that the Board's r~rIings and circdars are strictly 
adhered to. 

[Para. 17 of 27th Report Public Accounts Committee 1964-65 Report.) 

A c n o ~  TAKEN 

The Committcr"~ observations have b r m  notcd. Thcse have also 
been brought t o  thc notice of  Collectors o f  Customs for their infor- 
mation and guidance. 

[ F .  No. 24/38/64-Cus. 111] 

Recommendation 

The Committee are sltrprised to learn that the customs oflrcer 
failed to apply the current rate oJ duty as passed by the Finance 
Act, 1963, in respect of n bill of cntrg filed on 7 t h  March, 1963. The 
Cominzttee note that infor~nution regarding the new rates had 
reached the Custom House by that time. While noting that the 
mistake had been traced, and rectified, the Committee are surprh- 
ed to find that the mistake escaped the notice of the I?zternal Audit 
who conduct a 100 per cent check. Such lapses betray the per- 
functory nature of checks made by Internal Audit Department. 
The Committee recommend that such lapses in Internal Audit 
should be viewed seriously in future. 

The Committee were given to  understand that soon after the 
Budget, when the number of changes introduced was very large, 
there weTe -takes of over-assessment or under-asuesmnent in the 
fimt few days, but these were detected in t ime bccause the staf 



were stated to be overcareful immediately after the new chcmgea, 
The Committee trust the utmost mgilance would be exercise at this 
pcriod to see that the correct rates are applied and there is no 
evasion. 

[Sl. No. 152, of  Appendix XVII to 27th Report 198rM15. j 

The Recommrndations made b y  the Public Accounts Committee 
h a w  been brought to the notice o f  the Collector of Customs, Bom- 
1 x 1 ~  :lnd other Collectors for information and necessary action. 

[U.O. Note F .  No. 55,'97!63-Cus.TV., dated IO-12-64.] 

7'114 Committee find that this was a clear case of negligence on 
Iltr p r t  of the assessing olficer, for which he has been given a warn- 
rrry N ' l ~ a t  s~irprises the C m ~ n ~ t t e e  is that the lnternal Audit Depart- 
metrt also drtl not detect this simple mistake. The Committee sug- 
y s f  that strn~lur action should be taken against the Audit Stafl 
respons~hle for not carrgiity out the check properly. 

[SI. No. IG o f  Appendix XVI I  to 27th Report (1964-65.1 

'l'hc Rc~cornmendations made by the Public Accounts Committee 
h a w  b r w ~  nolcd. They have also been brought to the notice of the 
C o l l w f ( ~ r  of Customs, IjOmbay for appropriate action. 

[U.O. Note F. No. 55/62/63-Cus. IV., dated 10-12-64.1 

Recommendation 

TItc Co~r~vtittee note that the work of bringing out the reprint 
of the tarin Book incorporafing the latest changes in the rates of 
d u t ? ~  is centralised in another Ministry for what was described as 
"lrad it ional reasons", and that according to the Chairman, Central 
Board of Excise and Customs, this is responsible fa the part of the 
delay in the publication of the reprint. The Committee hope that 
h?l better coordination between the Board and the Ministry of 
Commerce arud by streamlining the machinery tlmt deals with this 
publication, the existing delays will be eliminated and the book 
will be published within as short a time as possible after the Bud- 
get has been presented. T ~ Q  Committee would suggest that the 
advantages of continuing the present system may aslo be examined 
with a view to see if $he position is likely to improve substantiatZy 



by the Bwrd themselves undertaking this wmk. The Committee 
note that a s c h n e  is being worked out by the Board to introduce 
a loose-leaf system so thut only those pages where there are 
changes, need be reprinted and not the whole b w k .  The Commit- 
tee hope that the scheme would be finalised at an early date. 

[Sl. No. 17 of Appendis XVII to 27th Report 1964-65.1 

(1) In an interdepartmental meeting held in the Ministry of 
Commerce in July, 1964, it was tentatively agreed that the publica- 
tion of the Indian Customs Tariff (as in operation on the 30th April) 
by the Directorate-General of Commercial Intelligence and Statistics 
should be accomplished on the basis uf the following schedule:- 

(i) Manuscript of the Indian Customs Tariff 
(Corrected up to 30th April) to be sent to 
the Government of India Press . . 10th hl:ly 

(ii) Proof to be supplied in batches . . 20th May 

(iii) Proofs to be rcturncvi by Directorate 
Gcneral of Commcrcinl lntelligencc and 
Statistics to the Governmcnt of India 
Press, Calcutta . . 27th May 

(iv) Advance copies of the publication to be 
made available to the Direaorate General 
of Commercial Intelligcncc and Statistics 24th June 

(v )  Bulk supply of the Indian Customs Tariff 
to be made to agents and book-sellers . 1st July 

(2) The Directorate-General of Commercial Intelligence and Sta- 
tistics and the Ministry of Commerce are, not in favour of the sug-. 
gestion for publication of the Tariff in loose-leaf form. The matter, 
however, is again being taken up  with them for reconsideration. 

[F. NO. 20/104/64-CUS.] 

Recommendation 

The Committee suggest that a continuous and careful watch 
should be kept over cases of under-assessments, and lapses suspected 
to have a vigilance angle should be examined promptly and suitable 
action taken against the persons concerned. 

[Sl. No. 18 of Appendix XVII to 27th Report 1964-65.1 



The observations made by the Public Accounts Committee have 
1m.n !wough? pointedly to the notice of all Cnllectors of Custom: 
and Cdlcctors of Central Excisr for appropriate action. 

[G.O.  Xotc. b'. No. 55/69/64-Cus IV dated 10th Dcc' 641 

Recomnlend a t' ton 

Mzstakes of noti-lelty of counlen:ailing dut g were noticed last 
pear, and t l r ~  Cotttin~tlee l~ad erprcssed the hope that they ruould 
not arise tn futurc* (vide para 12, T7ucwt?~-first Report. Third Lok 
Sahlta) . Thc Cotnmittte were infornlc'd. during erideilce, that with 
a view to nwidtng S I I C ~  mLs!nkes 1 , )  f 7 1  ! :(re.  Got~rnntcn t  had intro- 
d v r ~ d  a Rill In February. 1963. remozui~g all references to counter- 
vailliig duties from the lnd~an T a n s  items and nddiitg n new prori- 
slot) 1 0  the littitan Tnrlfl Act. 1934. scr?/l?~y l l m t  zcherew,- there was a 
rouufervading drifg l rv tnb l~  m d e r  the Central Esclse TurljJ, it u70uld 
nlrro?nartcall~/ he added to rhe Iton In the lttdmn Customs Tarif 171 

rcvv~c.l of the ctcstotrts tlut!l. 

[ S .  No. 19 of Appendix XVII to 27th Report 1964-65.3 

('cvtain steps have been takcn and :he matter is being re-examin- 
cd. Ccrtain other stcps are under consideration and a further 
r e ~ o r t  will be sent to the Public Accounts Committee in due course. 

2. The stcps takm by the Government are explained in the 'Note' 
cn (-1 osed. 

[F. NO. 20/103/64Cus. I]. 

(1) Running serial numbers are given to the rulings issued by 
this Department or the Board regarding levy of  countervailing duty 
anrl the Custom Houses are informed of the total number of rulings 
issued in each month to enable them to check that no ruling has 
escamd notice. A monthly statement in this regard is sent to  the 
Custom Houses/Collectorates. This position has already been inti- 



mated to the Public Accounts Committee on their recommendations 
on paras 11, 12 and 13 of thelr Twenty-first Report, 1963-64. 

(2) It has again been inlpressed upon the  Custom Houses that 
greater care should be exercised in dealing with documents both in 
the Appraising Department as well as in the  lntenlal  Audit Dcpart- 
ment so that the scope of such mistakes can be eliminated. 

(3) To eliminate mistakes as a result of wrong interpretation and 
implementation of the budget changes, the Collectors have been 
directed that at an appropriate time i~nn~ediate ly  after the presen- 
tation o f  the budget every year, Collectors should hold discussion 
with Assistant C ~ l l ~ c t ~ r s  to discuss thc budget instructions with a 
view to asceriain from them personally that all the  relevant instruc- 
tions have been received b. them. that they have properly under- 
~ t ! ; ~ ~ d  those instructions and to ascertain thv problems which might 
have arisen. The Assistant Collectors in their turn should hold 
such discussions with thc Principal Appraisers and Appraisers con- 
cerned. 

(4) The question of evolving a better alternative to the  present 
arrangement for levy of countervailing duty is also being examined 
but because of  the different complications and revenue risks involv- 
ed it may take quite some time to evolve any satisfactory procedure. 

(5) The Directorate of I~lspcction (Customs & Central Excise) 
have also beeu asked to conduct a :horc)ugh scrutiny of the existing 
procedures and arrmgerncnts for assessment of import duty and to  
suggest suitable action lor effecting improvement. 

Mzstakes of  non-levy oj coutervailzrly dut?) were notzced last year, 
and the Committee had expressed the hope that theg would not arise 
in future (vide para 12, Twentg-first Report, Third Lok Sabha). 
The Committee were informed, durzng evidence, that wi th  a view to  
avoiding such mistukes in future, Government had introduced a Bill 
in February, 1963 removing all references to countervailing duties 
from the lndian Tarifl Act, and adding a new provision to the Indian 
Tarifl Act, 1934, saying that wherever there was a countervailing 
duty leviable under the Central Excise Tarifl, zt would automati- 
cally be added to the item in  the lndian Customs Tar$ i n  respect of  
the  customs duty. 

The Committee were given to  understand that this had led to  an- 
other complication. The  Committee desire that this matter should be 



reexamined and a proper system s h M  be devised by which there will 
he no room for countervailing duty  escaping levy. The Committee 
would like to be furnished with a detailed note indicating the steps 
taken in t h h  regard to o t w c o m e  the diurcdties. 

[S. No. 19 of  Appendix XVII to 27th Report, 1964651 

Under the Finance (No. 2) Act, 1965, the rate s:ructure of the  
import duty on var,ous items has been rationalised. This opportunity 
was also availed of to review and delete, wherever necessary, a 
number of exemptions and modifications of the rates which were 
granted from time to time to meet particular situations and to remove 
anomalies in that connection, a number of notifications regarding 
cxemptic~ns rcllating to countervailing duty have also been deleted. 

2. When Scc t~c~n  2A of the 'I'ar~ff Act came ~ n t o  force, instructions 
w t w  issucd to the Collectors that 11 was not the intention of the new 
provis~on regarding the cc~untcrvall~ng duty that it should lead to 
any change in the de faclo posltion prevailing before 2-2-1963. These 
instructions have also s.ncc been cancelled. Consequently, the posi- 
tion regard~ng c o u n t ~ r v a ~ l ~ n g  duty has become simpler as counter- 
vailing duty becomes chargeable on items which are liable to central 
cxcisc duty unlt~ss lhcre 1s spec~fic cxcmptjon. It  :s hoped that with 
this simplificat~on thc number of mistakes made in assessing counter- 
vailing duty would bc rcv-iuced to an appreciable extent 

[F. No. 20/103/64-Cus. I] 

Recommcnda t ion 

The Cornrnit.t,ce hope that aJter the issue of clarificatory instruc- 
tions. such mistakes in levies countervailing duty  would not be re- 
peated. 

[S. No. 20 of Appendix XVII to 27th Report, 1964-65.1 

Certain steps have been taken and the matter is being re-exami- 
ned. Certain other steps are  under consideration and a further report 
will be sent to the Public Accounts Committee in due course. 

2. The steps taken by the Government are  explained in the 'Note' 
enclosed. 

[F. NO. 20/111/64-CUS. I] 



The Committee hope that a f t w  the issue of clarificnfory nwtnlc- 
tiotu, such mistakes in levies countervailing duty wmdd not be re- 
peat ed. 

[S. No. 20 of Appendix XVII to 27th Report, 1964-651 

Under the Finance (No. 2) Act, 1965, the rate structure of the 
import duiy on various items has been rationalised. This opportun~iy 
was also availed of to rev:ew and delete, wherever necessary, a 
number of exemptions and modifications of the rates which were 
granted from time to time to meet particular situations and to re- 
move anomalies. In that connection, a number of notifications regard- 
ing cxemptions relating to countervailing duty have also been deleted. 

2. When Section 2A of the Tariff Act came into force instructions 
were issued to the Collectors that it was not the intention of the new 
pruvis on regarding the countervailing duty that it should leaci to 
any change in the de facto position prevailing before 2-2-1963. Thesc 
instructions have also smce been cancelled. Consequently, the posi- 
tion regarding countervailing duty has became simpler as counter- 
vailing duty becomes chargeable on items which are liable to central 
excisr duty unless there is specific exemption. It  is hoped that with 
this simplifications the number of mistakes made in assessing coun- 
tervailing duty would be reduced to  an appreciable extent. 

[F. No.20/ 11 1 164-Cus.11. 

Recommendation 

The Committee far1 to appreciate why, simply because these goods 
were imported by a Government Department the rules should have 
been relaxed and a wrong exemption grunted in respect of the goods 
which were otherwise dutiable. They hope that recurrence of such 
inistakes will be avoided in future. It has been stated that the cus- 
toms authorities took action to recover the short levy. The committee 
would like to be informed whether the amount of Rs. 7,748 has actual- 
ly been recovered since. 

[S. No. 21 (Para 24) of Appendiv XVII to 27th Report 1964-651 

A c n o ~  TAKEN 
The amount of Rs. 7,748: 10 has been recovered and adjusted as cus- 

toms duty by the Accountant General, Central Revenues in his books. 
(Duly vetted by Audit) 

[F. NO. 22/47/64-L. C. 11.1 



A note promtsrd to be supylted to the Comlntttee on this subject 
( ~ w u ~ t e d .  

Over-nssessinent zs as much a11 ~rreyulartty as under-assessment, 
and t t  cau.wes undue hardship t o  the  public for no fault of their own. 
Over-assessment also results from the same type of fatlure and mis- 
takes as are respnszble lor under-assessments. The Ctnnnltttee have 
heen gwen to  rrnderstand that tn all t h  cases of over-assessment 
i tottc~d Ln Audl f ,  the reasons have been wrong classtficat~on, levg of 
crnrntermilitig duty  tulwre none was levtable, non-appllcatmn of 
rorrect rates etr. The c o m m ~ t t e e  trust that the  department would 
profit b?/ the inzstakes pointed out hv audit. and take suttable reme- 
dtal measures t o  anmd a recurrence of the  sanw i n  juture. 

The. Cotr~rr~lttw h t w  h e m  t r r  formed that once a decision to gitie 
rc~jund is fnken,  the finre-lag in making payment is between a week 
c l t d  (I  fortnight. They ,  houwver, learn that reftlnd cases sometimes 
d o  take a lory time mamly  d u e  to delo!j in  production of doctiments 
1 1 3  iircporrws, hcforr r h q  (ire finally settled. The committee desire 
that thp procedure slmlld I)c simpli$ed, all avoidable delays should 
114 eliininated, and f k  time tnken for arriving at a decision should be 
redzcwd fo the injninzum. 

Wherever over-assessments are detected suo motu by the  Depart- 
7rt~'nt. o r  ure pointed out 1y audit refund should be graded expe- 
d ~ t i 0 1 ~ ~ 1 y  on the instlatiwe of the Department ttself without an applt- 
calioir hi the part?/. Spwiul Care should he taken to see that su1.h 
caws do not become time-barred and the public are not deprived of 
t ho  wfiind due to departmental delays. 

[S. No. 22 (para 25) of Appendix XVII of 27th Report] 

A note ;~romiscd to be supplied to the Committee on the cases of 
over-assessment has since been supplied to the Committee vide copy 
of the note attached. 

2. The observations of the Committee have been noted and are 
being brought to the notice of all concerned. 

3. Various steps taken to expedite disposal of refund claims have 
been detailed in para 2 of the note supplied to the Committee. Simpli- 
fication of procedures is continually kept in view. It  may be added 
that certain further measures of simplification are presently under 
consideration. 



4. Wherever excess levy is detected 1n audit in time suo tnotu 
refund is granted without any application from the party. Under 
executive in-ch-uctions the time-limit prescribed under the Act for 
the filing of a refund claim is applied in respect of such cases of suo 
motti refund. Care is taken to ensure that departmental delays do 
not cause such a case to becomc timc-barred evcn though the objec- 
tion was raised and cmnmunic3trd to the department in time. 

5. This has beep vetted bv the audit 

[F. No. 16/M/64-L.C.1.) 



List of points on which the Public Accounts Committee desired to be 
furnished with further information at their Sitting held on the 
21st, 22nd and 23rd July, 1964. 

MINISTRY OF FINANCE 

(Department of Kevenue and Company Law) 

Cases of Over-assessment.-A note may be furnished indicating the 
steps takcn with regard to clearing of arrears of refund claims in the 
light of the recommendation made in this behalf by the Customs Re- 
organisation Committee in para 8, Chapter XIX of their Report, and 
the latest position regarding pr0gre.s made since thc publication of 
the said Report. 

An extract from the report of the Customs Reorganisation Com- 
mittee and the Government of India's decision on those recommen- 
dations in attached. 

2.  The various steps takcn by the Government for clearing the 
arrears of refund claim. in the Custom Houses are as follows:- 

( i )  the staff strength of the Refund Sections in the Custom 
Houses has been augmented. 

(ii) a detailcd study of the procedure followed in the Refund 
Sections of the Custom Houses was undertaken by the  
Directorate of Inspection, Customs & Central Excise, and 
the rccommcndations made by them for streamlining the 
procedure have been put into practice. These recomrnen- 
dations, inter alia suggested procedures for obtaining the 
original bills of entry quickly, cutting down the details 
involved at various stages, etc. It  has also been ensured 
as a result of these recommendations that acknowledge- 
ment of refund claims as also request for additional docu- 
ments to 'be produced by parties i~ done simultaneously 
Steps are also taken to see that claims are not delayed 
merely because the bills of entry are not available. As 
far as possible, the claims are scrutinised and if they are 
liable to be rejected, the same are rejected without waiting 
for the bills of entry. 



(iii) To cut down the stages of movement of papers as also to 
lighten the burden of work involved on officers at various 
,stages, certain powers of sanctioning or rejecting refunds 
have been delegated to Principal Appraisers and Apprais- 
ers. 

3. A statement showing the arrears of refund claims in the four 
major Custom Houses at Calcutta, Bombay, Madras and Cochin is 
attached herewith. The statement also shows the total number of 
receipts financial year-wise as also the split up of pending cases on 
the concluding day of the financial years from 1958-59 to 1963-64. A 
separate statement is also enclosed indicating the position with 
regard to arrears in respcct of shnrt-landing cascs which stand on a 
different footing since In such cases unless all the documents (in- 
cluding a certificate from the Port Trust and a confirmation of short 
landing from the Steamer Agents) are produced to the Custom.;,, they 
are not in a position to scrutinise and pass the claims submitted. 
The production of these documents normally takes a few months 
and the parties request the customs to keep their claim:; pending. To 
reject the clrr~ms as unsubstantiated without waiting for the docu- 
ments, may no doubt reduce the pendency of such arrears but it will 
be reflected in the increase in the number of appeals. Hence it is 
the general policy to give sufficient time to the parties to produce 
their documents, and this naturally delays finalization of the cases 
of short landing refundf. 

4. From the statement it will be evident that in the two major 
Custom Houses, i.e., Bombay and Calcutta, where the receipts of 
refund claims are the largest, the total pendency was brought down 
considerably from 8183 and 4934 as on 31-3-1959 to 3187 and 2281, 
respectively, as on 31-3-1963. In the same period the number of cases 
pending for more than six months was brought down from 3445 to 
397 in Bombay. Similar figures for the other ports for the period 
1959-61 are not available, but the position there alzo had, on the 
whole, shown a similar improvement. Moreover, the break-up of 
the pendency will al:o indicate that the largest arrears were in the 
group of claims less than 3 months old which meant in effect that 
successful efforts had ,been made, as desired by the Public Accounts 
Committee, to dispose of the major portion of the claims in less than 
6 month and it  is generally only in complex cases or where docu- 
ments are not forthcoming from the parties that some cases remain 
pending beyond 6 months. 

5. For the year ending 31st March, 1964, there has been a slight 
increase in the number of pendency in Bombay, Calcutta and Cochin 



as compared with the figures on 31st March, 1963. The reason for 
this is mainly attributable to the new provisions regarding valua- 
tion (Sec. 14) and rrmission of duty on pilferages (Sec. 13) of the 
Customs Act, 1962, which came into force with effect from 1st Feb- 
ruary 1963, as the public were not fully aware of the implication of 
these new provisions and legal issues had to be clarified and worka- 
ble procedures evolved to settle such claims. 

6. Statements of arrears of refund claims are being regularly 
callrd from the Custom Houses and are being scrutinised in the 
Board's Office to keep the position constantly under watch. 

8' H~nvq Arrcrrr.~ I J J  R ~ f l l ) ~ r l  Clniv) r Thr position regnrdinc sot-  
tlemcnt of rcfund claims is a great deal more srrjous. It  is a matter 
of common knnwlcdgr that  Custom Hvzr.s hnvc heen struggling 
with heavv arrears of rcfund claims. and wc find that special ar- 
rangements havr hem madc t o  rlcar these arrears. Obviouslv. how- 
ever, it would hr  nrcpssarv to take suitable and vigorous steps to 
c~nsurr that no new rcfund c-lnims arc allowed t o  add to the accumu- 
lation hv rcmnin nq ~lndwidwl hclyond n u  outside limjt of six months 

The Government of India have decided that the aim suggested 
by the Customs Rcorgnnisation Committee should be kept in view by 
the Collectors of Customs and suitable steps taken for the purpose. 
Thr Government of India have also decided that the Directorate of 
Inspection (Customs and Central Excise) should make a thorough 
study of the existing svrtcms and procedure regarding disposal of re- 
fund claims in the various Custom Houses and suggete concrete and 
effective measures to achieve the object the Committee has in view. 



Statement showing the number of awccrrs of rrfurd c a m  at the major 
Custom H w c s  ac on 31-3-1959 to 3r-3-64, 

- 

Custom8 House Total 
No. of 

p- 

I 
-- - - 

Bombay . 

Calcutta . 

Madras . 

Cochin . 

receipts 
of 

tcfund 
claims 
during 

I 2  
months 
anding 
on date 
shown 
in Col. 

- 

As on No. of Details of Pending Cases 
Pending - 

cases Less 3 6mon- 
than months ths old 

3 old but or  mo 
months less 

old than 
6 

months 
old 

6 
. - 

1903 
1621 
1530 

578 
511 
907 

Not available 
Do. 
Do. 

Not available 
Do. 
Do. 

67 51 
165 I21 
268 205 

----- 
TI 

347 (aii) LS--6. 



S~orcmen~ sho;vr~tg rhr number o j  arrears of shorrlading cases at the 
major Cu.rtom Houses as op~ 31-3-61 and 31-3-62 

No of Less than ?~months 
pendmp 3 months old or 

old. more but 

~. - ... 

BOMBAY 

1 756 
I435 
r 859 
I 416 

CAIXUTTA 

9-46 
89-4 

1245 
I297 

MADRAS 

341 
276 
242 
13-4 

COCHIN 

14 
. . 
14 
34 

less than 
6 months 

6 months 
old or 
more 

-- ---- 

91 
88 
. . 
226 

63 
4 

10. 

25 

22 

29 
. . 
. . 

7 
. . 
. .. 

4 



(Depnrtnwnt of Revenue) 
Recommendation 

The Committee hcqw that as a r~s i t l t  of the uniform procedure 
p~mposed to be introduced on all the I ldian Goz*ermnent Railzoays. 
ndstakes of the kind pointed o~l r  in this case w i l l  nor rccttr. The Corn- 
mittee regret that t he  intemal A d i t  in  ihe Custom Home failed to 
detect the error in conzvr~ion, nnd i t  trns I d ?  for the C?istoin Reve?iue 
Audit to point it out. 

IS.  No. 23 of Appendix XVII to 27th Report (1964-65).] 

Acnox TAKEN 

The recommcnda:;cms made by the Public Accounts Committee 
have been brought to the notice of all Collectors of Custom.; and Col- 
lectors of Central Excise. It has also been emphasiscd that the staff 
concerned in the Appraising. Cash and Accounts and Internal Audit 
Departments should be asked to effectively ensure that such mistakes 
do not recur. 

[U.O. Note F. No. 55/96/63-C~!.;.IV t ln?cd 10- 12-6-11 

Recommendntion 

The Conut~lr 1 ee regrer, thr  rarrlessiwss on the part of the assessing 
oficer in the matter of the appl~cation of the rates. They are  also 
surprised that the Internal Audit did not detect the mistake. Suit- 
able measures should be adopted to avoid recurrence of such cases. 

[ S .  No. 24 of Appendix XVII to 27th Report (1964-65).] 
A c n o ~  TAKEN 

The recomn~endatioris made by the Public Accounts Committee 
have been brought to the notice of all Collectors of Customs and 
Collectors of Central Exc'se Tor inforrnnfiorl and necessary action. 
The Collector, have also been asked to adopt suitable measures to 
avoid recurrence of such cases and to impress on the assessing offi- 
cers that cases of over-assessment are to be avoided, just as much 
as those of under-assessment. I t  has a1.o been emphasised that 
Internal Audit should look out for such cases, just as much as fcr 
caFes of short levies. 

v.0. Note F. No. 55/98!63-Cus.IV dated 10-12-641 



The Committee note that the cases referred to tn the audit para 
are thore tn  respect of voyages performed under the old Act, under 
which, as exphtned durtng evidence, a coastal vessel which touched 
a foretgn port on tts way to an Indian port, e.g. from Calcutta to  
Bombay or from Bombay to Calcutta via. Colombcb could still be 
treated as a coartal vessel. Therefore, there was no justifiation for 
the customs port to adopt a dtgererlt pracr~ce and not churge duty on 
the full quanttty of oil bunkered at the intermedmte foreign port. 
The short assessment tn these 80 cases would not have artsen t f  the 
Central Board of Revenue had ~ssued proper tnstructzons in this re- 
gar.] prtor to A u d , ~  potnttlrg out t h r  matter. Out of a t o t r ~ l  amoullf 
of  Rs. 61,834 due for recover?l. o?rl!/ a sum o! Rs. 14.753 1s stated t o  
have been collected so far  The Commtttee may he informed of the 
positron regardiw the recovery of the balance of Rs. 47,081. 

The Committee were given to understand that the present posi- 
tion in  this respect was anomalous. inasmuch as under the new 
A r t ,  if (I cwstnl vessrl loucltcd r~ f o r c ; ~ ~  por t  rt ceased to he a coastal 
vessel, and thtrt the matter was being reviewed b y  the Central Board 
of Excise and Ctwtoms, it1 consrrltation with the Mrnistry of Law. 
The Committee wtn~ld ltke to he informed of the result o f  the review. 

IS. No. 25 (Para  28) of 27th Rcport (1964-65)] 

ACTION TAKEN 
According to the repr: .s  so far received no p r o g r e s  towards col- 

lection of the balance of duty has been made. The  Government have 
reiterated their instructions to the Customs authorities to expedite 
enforcement o f  the outst anding demands, save those which may form 
the  subject matter of court proceedings. 

The quest:on of amendment of the relei-ant section "(31) c ~ f  the 
Cu -toms Act, 1962 i.; separately under consideration. 

[U.D. F.  No. 55/6,84-Cus. IV, dated 13th January.  19651. 

The Committee are surprised to learn that there has been a delay 
of four t o  five years, and in some cases even nine years, in  the filing 
of bills of e n t q  by steamer agents in  respect of ships' stores, whereas 
the tiine allowed for the purpose is three months. No convincing 
reasons have been aduanced to explain such abnormal delay; on the 
other hand, there is  an admission by the representative of the Central 
Board of Excise and Custoins that the delay is indefensible. From 
a note furnished at the instance of the Committee (Appendix VII) it 



is observed that the Board has asked the Director of Itwpecriott 
(Customs & Central E m s e )  to investigate i n  detail the circuttrstances 
i n  which this delay occurred. The Committee regret that until these 
cases were brought to the notrce of the Board specifically by Audit, 
the Board was not etyen atrare of them. Tlus iq a case i n  u~hich 
there seems to have been a faillire of machinery of a s!lstmn of fo l low 
ing u p  cases o f  dtltiahle sto:-c.s for t!lr pcrpose of levy of dtctp. The 
fa -t t'. :t the amounts inrwlt*ed were pettq iis hnrd l?~  a j7istificatioit 
either for t h~ Dcpartmmt's shozt-ing indulgeitce to the  Steamer 
Agents in spite of thew p e r ~ i s t ~ n t  failure to file the bill of entr !~ ,  or 
for the Depa+tm~nt's acqtctescence in  the chronic delay ir. doing so. 

The Comnllrte~ deszw thaf ( i )  actton sho~ild be Initiated /ortitwith 
~f it had not already hrett done, against defaulting steamer ngents; 
( i l )  efective steps should he taken to ensure that duty on ships stores 
I S  levied in all cases promptly and properI?j: ( i i i )  the feasibility oj 
raising the demand on the basis of the stores ltst furnished with the 
Export manifest should be examined; ( i v )  the investigation reported 
to have been ordered by the Board shozild he conducted e.rpeditiously 
and responsihilit?l for the delay flxed, so that suitable action nray he 
taken agaznst those at fatclt: (11) an eflective system sitotdd be 
d ~ m s e d  whereby the Collectors of Cmtom and the Central Board oj 
Esrise & Customs uwuld automntically come to know of such delayed 
cases. 

[S. No. 26 (Para 29) o f  27th Report f I%4-fi!i) 1. 

The Cominittee wou.ld like to  be informed (i) of file progress of 
collection of demands amounting of Rs. 2,OO,29l .?'I * P raiwd dread11 
in 13 cases cmd ( i i )  of the amount of demands raised in the 12 remain- 
ing cases on the basis o f  the declaratlon mod4 in the ships' stores lists 
and the progrew o f  collection. 

[ S .  No. 27 (P-ira 30) of the 27th Report (1964 " 7 )  '. 

I? is  confirmed that the correct aimount of the 13 demands is 
Rs. 2,01,643: 44. 
- - - - - - - - - - - -- - - - -- -- 

*According to Audit, the correct figure Rs. 2,01,643: 44 P. 



Out of the 12 remaining rases. demands in respect of seven cases 
amounticg to Rs. 2,07,551*71 have been issued. In respect of the 
remaining five ca..es, the matter is under correspondence by the 
Customs authnrities with the Steamer Agents. 

As per the reports so far received no progress towards collection 
of duty, in rcqxct of 1 3  and 12 ca ;cs referred to above, has been 
made. Thc Government have reiterated thelr ins:ructions to the 
Custom. auth~v. tbr . ;  to exped~tc enforcement of the outstanding 
demands and f~n:il~sntion of the pending assessments, save those 
which may form the subw-.t matter of court proceedings. 

[U.O. F. No. 55/6,64-Cus. IV, dated the 13th January. 19651 

Recommendation 

The Committee note that out of total arrears of customs dutg of 
As. 103.63 lakhs as on 31-10-63, n sum of Rs. 72.43 zs outstanding t o r  
more than one year. The  Commlttee also 2neu7 wtth  concern the r- e 
in arrears o f  customs dutg from Rs. 80.12 lnkhs to Rs. 103.63 lakw.  
A , ,~ce  the arrears are p1r1171 attributed to pending 'Note pass' cases. 
the Committee would 1-(.1!( .ate their recominendatmn contatned in 
?lorn 20 of their 21st Rep011 (Third Lok Sabha) that the finalisation 
o f  the outstanding Notc !' .:s cnses should be ??:gomusly pursued. 
The Commlttee hope that Note Pass is u dglng s y s1~m and greater use 
2(wi1d he made of t he  nlterntrtltv o f  the speczn? prowdure for pro& 
slonnl collection of dut?g and othcr measures in order to  reduce the 
qr~nntum of arrears i n  future. 

[S No :'!I (Para 31) 1 1 f  Appendix XVII to  27th Report (1964-65)]. 

TI!(. Committee's observations regarding the Note Pass System 
have bwrr no:c,l. 

The  Cotnmittee Hope that All eflorts would be made to  realise 
the  Arrears of Customs Revenue before any Amount is writ ten 08. 

[S. No. 29 (Para 32) of Appendix XVII to 27th Report (1964-65)]. 

Publio Accounts Committee's recommendations have been con- 
veyed l o  the Customs Authorities concerned for implementation at 
their end. They have also been instructed to try to realise all arrears 
of revenue expeditiously before any amount is finally written off. 



It may be emphasised that before amounts are written off in such 
cases, all channels for recovery have to be exhausted. Firstly, action 
for realisation is taken by Departmental officers themselves; further 
action as provided in Section 142 of the Customs Act. 1962 is then 
resorted to. and assistance of State Revenue authorities sought to 
realise the amounts due as arrears of land revenue. It  is only when 
a11 these measures prove futile, these amounts are written off. 

(Duly vetted by Audit) 
[F. NO. 3/'1/64-L.S.II]. 

Recommendation 

During evidence, the Member, Central Board of Excise and 
Customs, 'gave the following latest information regarding prose- 
cution: - 

1962-63 opening balance 
opening balance (Delhi) on 
(all India) 1-10-1962 
31 8 Cases 93 Cases 

Cases sent for prosecution . 296 Cases 28 Cases 

,Cases decided by courts. , . 290 " 49 " 

Cases which resulted in conviction . 2 I 3 7 3 46 (Persons) 

Cases which resulted in acquittal . 77 " 14 (Persons) 

Cases which have not yet been 
decided. . 314 9 8 72 Cases. 

(Figures regarding Delhi, furnished .by Government subse- 
quently at the instance of the Committee, relate to the period 1st 
October, 1962 to 30th September, 1963). 

The Committee are glad to note that the percentage of convictions 
secured (all-India) is not unsatisfactory viz., 73 per cent (290 cases 
decided and 213 cases which resulted in the conviction). They hope 
$hat eflorts will be made to improve the percentage further. 

IF'axa. 33 of the Public Accounts Committee Report (1964-65)]. 



The Committees observations have been brcwght to the notice o f  
d l  Collcclors for their information and guidance. 

The Committee note that i n  terms of the Indxn  price the approxi- 
mate qwn t i t y  of gold smuggled into the country every year is esti- 
mated to be of the order of Rs. 35 to 40 mores ns accepted by the 
wztness. As against this, the quantity seized during the period Octo- 
ber, 1.062 to September. 1963 was worth onl?] Rs. 1 :  5 cro, es (32 to 
4 per cent).  

The Committee feel that there is  greater scope for tightening anti- 
smuggling wrpasures as the percentage of seizures is very low at pre- 
sent. They hope that with various steps which Government are re- 
ported to h a w  taken, fhe percentage of seizures would show a ..lark- 
ed improvement. The?! also suggest t hat Government should adopt 
scientijk and uptodate methods of intelligence and detection to  fight 
aqainst the evil of smuggling. 

[Para. 34 o f  thc Public Accounts Committee Report (1964-65)]. 

The Committw's observations have been nofed and ha \~e  also been 
brought to the notice o f  al l  Collectors for their infnrmation and 
guidance. 

Recommendation 

Thc Corrt~~ut 'ec note that due to large clearances of err.se goods 
rwtween November. 1962 and February, 1963, and the increase in  rates 
of ercise dlities in the Blldget of 1963, resulting in higher collections 
from them during March, 1963, the overall variation in  respect of 
Union Escise dz~tics has been o f  the order of 14 per cent. T h p  Com- 
mittee have been informed that the statistics regarding Union Excise 
'rye adequate and yet one of the reasons advanced for the large varia- 
tion of 84 per cent. under new commodities has also been stated to  be 
the non-availability of dependable data. It had been stated at an 
earlier stage (vide pnra 2 supra) that statistics were h e i ~ ~  collec~ed 
in  advance regarding commodities like13 to attract ezrisa i n  order t o  
help in  framing estimqtes correctly. The Committee t r t r~ t  that as a 
result of the steps which Government are already taking and the fur- 
ther steps which they would be taking to  implement the recornmen- 



rlations of the Committee, the tmriation which has been shozoing a 
tendency to tncrease year after year would show a decline. 

[S.  No. 32 of Ayendix XVII to 27th Report (1964-65).] 

The Pub1.c Accounts Committee's observations hsvc bee11 noted. 
Adeyuate s t ~ t i ~ t i c n l  information :: avxilahlc in 1t1;pect of  commodi- 
:ics already under escise but this is not r:) in re-pect o f  new excises 
where on acrount o f  the nced for secrecy the enquiry has to be 
limited in its scope. 

[F. NO. 36 '30 ;64-CX.1.) 

Recommendation 

The Committee feel that sin8.e the duty on sugar had been im- 
posed as jar back as 1934, the Excise Department should have enough 
knowledge and experience about its growth, seasonal variations etc. 
They  hope that ?he trades would be assessed bettel- a f tw  frequent 
consultations with the Ministry of Food arid Agriculture rmd the esti- 
mates framed more realistically. 

[S .  No. 33 of Appendix XVI I  to 27th Report (1964-65).] 

The Committee hope that when framing the Budget Estimate on 
the basis of previous year's actuals, due allowance will be made for 
such normal increase of production and consumption which is obvi- 
ous. 

[S. No. 34 o f  Appe2dix XVII to  27th Report (1564-65) .] 

The jute industry is a well-organised one, units of prodwtio7r are 
limited and tke  fiqures o f  e.?rpwt and ~ O T I L C  ~ o ; z s u n ~ p t i o ~ ~  are readily 
available. In the circumstances, the Committee are surprived thal the 
&mate could not be framed more realistiwlly. They trust that the 
future estimate would be more precise. 

[S. No. 37 o f  Appendix XVJT to 27th R.cpnrt ! 1964-65)]. 

The Public Arcount Committee's observations have been noted. 

[F. NO. 36/30 164-CX.I.1 



In regard to t m r i u t h  of 75 per cent the Committee were i n f o 4  
that the cess was administered by the Department of Mines. who 
maintained the accounts, prepared the estimates and passed on the 
same directlg to the Budget Section, Department of Economic 
Aflairs, and, therefore, the Department of Revenue did not cone  into 
the picture. Since this item is a revenue receipt and the Audit Report 
had dealt with the variation with regard to it the committee zoould 
have liked the reasons for the variation to have been furnished to the 
Committee by the witnesses appearing on behalf of the Department 
nf Revenue, b?l having necessary Coordination with the concerned 
Ministrq. They hope this umdd be done in future. 

I S  No. 95 o f  Appendix XVII to 27th Report (1964-65)] 

As was explained carlicr to the. Comrn'ttcc. thc duty on coal and 
cokc~ is Icvicd under the Coal Mines (Conservation and Safety) Act. 
1952 (XXII of 1952) n~id Ministry of S t t ~ l  8: R4inrls are concerned 
with th(1 S:~I-IIC That 3Iln1strv mainfain the a-counts, prepare the 
cstimatt.; a n d  transmit thc same dircctly to the Budget Division in 
the Department of Economic Affairs. This M~nistrv as suctl is not 
in a position to offcr any useful comments on the variations in the 
revenue estimates and actuals relating to this item. If this Minis- 
trv IS brought intn picture. it is feared that it mav only add to delavs. 
On ,hc  other hand i f  the issues connected with thew cesses are pur- 
sued dirertlv with the Ministry of Steel and Mine; and their wit- 
ncssics arc also heard by the P.A.C. it would make for greater expe- 
d i t m  and more effective remedying of deficie:lcies pointed out by 
thc Committe~ in the course of their deliberations. The Comptroller 
and Auditor General of India who was consalted also agrees with 
the view expressed ahove. 

[F. NO. 36,/29/64-CX.11 

Recommendation 

Committee would like the discrepancy to be reconciled in consul- 
i t i t  lo~r with the Azldit and the correct position intimated as soon as 
possible. 

1s. No. 36 of Appendix XVII to 27th Report (1964-65).] 



The discrepancy of Rs. 50 lakhs between the figures available as 
per departmental returns (1.07) crores and as per accounts figures 
(1.57) crores appears to be due to mis-classification of reoeipts 11uder 
'rubber' assessable under the Indian Rubber Act, 1947 to the head 
of accounts pertaining to "Rubber Products" assessable under the 
Central Excises and Sal t  Act. 1944. The discrepancy is. however, 
being clarified in consultation with the Ministry of Industry and 
Commerce and the Department of Economic Affairs. 

[F. No. 36 !14/64-CXT] 

Recommendation 

The Committee view with concern large variations under some 
minor heads particularly 30:54 pcr cent. ttnder sugar, 25:4 per cent. 
under diesel oil, 341 per cent. under Iron and Steel Products. They 
feel that determined eflorts are necessary lo check this trend of tin- 
der-estimating of revenue of excise duties under digerent ininor heads. 
They suggest that machinery for collecting statistics of production 
and consumption of commodities liable to excise duties shodd  he 
strengthened so that estimates are based on a more realistic data. 

[ S  No 38 of Appendix XVII to 27th Report (1964-Gri)] 

A c n o ~  TAKEN 

The Public Arcounts Committee's obscrvat;n-, have. been noted. 
The actual variation in the case of Iron and Steel Products was much 
less. This was explained during the oral evidence (vide comments 
against headinq Trnn and Sfre1 Products" Para 40, ltem 7 of the 
27th Report). 

[F. NO. 36/30/64-CXT]. 

Recommendation 

The Committee are a l n r m ~ d  a t  the extremely inademmte i n t r n n l  
audit orpan'sation existinp in the Central Excise Department as  re- 
vealed by the Report of the Central Excise Re-organisation Committee 
and as admitted by the representative of the Central Board o j  Excise 
and Customs during evidence and also as  disclosed by the varied 
nature of mistakes that escaped the scrutiny of the internal audit. The 
Committ,ee cannot view with equunimity under-assessments to the 
extent of Rs. 45'47,549 and cases involving loss of revenue to the extent 
of Rs. 4,76,917 detected as a result of only a "test audit", the  total 



uttdrr-ass~xsmettt a7d fwaes b.1r.q necessar 1y of o much h y f t c r  order. 
The, C m t n i t f e e  appreciate that as compared to Custom Ho~.ses. the 
Ccqlral EZY'ISP ranges and c!rrle.'i are spread al l  over tire country. At 
the rame t : m r ,  tlrc prese)lt : tvnrinn where even a hasic rnin;rnum num- 
b~ oof internal audzt stag upz'Pars , l , . '  ' z r k t n g .  calls for erpediticnrs 
action to  strenqthrpn the tnrerrtal nudir orgclnisatinn as a whole T h e  
Committee f r m t  that Gnvern-nent woltki lme no t ' m e  in strengthen- 
trig lh4 1nterrm1 nudtt o-gn?itntmn in the  C ~ n t r o l  Excir~  Department 
in  the l q h t  of  the recomme~~r la t~ons  of the  Central E.rrise &-organ& 
satzon Commlttce, 1963, so thnt adeqnnte safeguard are provided 
against leakapes of public revenues. 

[S No 39 of A p p n d i x  XVII to 27th Report (1964-651 ] 

'I'he Government have undcr con<-~derat.on a scheme for the  imple- 
nwntation of the recommendations of the Ccnt ral Excisc Re-organisa- 
tion Committce in regard to tlw strengthen~ng of  the  Internal Audit 
Organ~sntion in the Central Excisc Department. The maln features 
of t h ~ s  srhcmc a re  that thc A u d ~ t  and Accounts staff funct~:  n.ng in 
the Collectorates and Cuctom Houses. will form a separate cadre 
under thc tcchnic;rl control and j p ~ d a n c r  of an  independent Directo- 
rate of Autl~ t Pcbnding examinat~on of the fill1 implicat~nns of such 
a long term scheme in all it:, aspects, certain jnterim mc:lsures for 
thcl strengthening o f  thc internal audit organization in the Crntr.?! 
E x c ~ s c  Dcp;irtment a re  undcr e x n m ~ n a t ~ o n  on an urgent basic.. The 
measures envisaged arc3: - 

( i )  The amalgamation of the  Regional Audit wh;c!-~ looks after 
thr  :~t ! r l i t  ing elf 3c.counts o f  factories producing oxcisable 
c.onmod~t;r s i\.!lich arc- under  audit type of contr ;l and the 
Intc.rnn1 :Iudii Dcpnrtment. 

1 

(ii) The augmentation of ?he number cf audit parties. 

( i i i )  The 11pg:-alntinn of the status of the  Examinor from S u p ~ r -  
intend >'>' C'cn r::1 Escise t o  an Assistant Collector. 

[F. NO. 3 '6 165-Ad.IY.1 

The Committee were informed thnt oTe o f  tho three cncev is sub- 
jud:ce. T h e y  would like to  know the  r e s ~ d t  thereof. T h q  would also 
like to  bo informed o f  the  latest position in the  ot&er turn C I S P S  with 
partiralar reference to  t l ~ e  recovery of the amozlv tr involved. 

[S. No. 40 o f  Appendix XVII to 27th Report. (1964-@)I. 



The matter is still sub-judice in one case. The amount ill\rui\.rvci in 
another case had already been reported as recovered. In the third 
case the amount has not so far been recovered. Further progress will 
be intimated in due course. 

[F. NO. 15 '42 '64-CX.IV]. 

The Commzttee are o f  the opinioi~ that the orders o f  the Bwrd 
should I1nt.e been ?nore specific. They take a serious view of Collec- 
tor not complying with the Board's orders and proceedings on the  
lmzs  of his  otivl ~nterpretatlon. The Board's orders should be scrupu- 
lousl?~ cnrr~ed out, and not clrcumveuted by the exercise of d i sne-  
tlottary jm7ers. The Comm !ttee note that there are standing instruc- 
t:oiu. t q  the Board that In cases of doubt, r he de~nand should be raised 
first and then the mutter shotc'd be referred to Government. S&otts 
rmttco should be take11 of  c n w v  where these i n ~ t r u c t i o n ~  are not oh- 
se :.I-ed. 

[S. No. 41 nf Appendix XVTT to 27th Report, (1964-65).] 

The views of the Committee have ,been noted and in reiteration 
o f  existing in.-.tructions i t  has bem cnj,lined upon the Collectors that 
in doubtful cases. they should first raise the demands and then seek 
clarification of t h i r  doubt.;. 

[F. No.18 !8 164-CX.1111. 

ltecommenda tion 

The  Committee are far rtnL happv to w t c  the manner in which 
this case has been dealt with by the Collector. h is very unfortumte 
that the Collwtor could not nppreciatc the revenue implications of 
the c:)!~i~lrary paymen: offered by the assessee i n  this case. While  
the9 have b w n  assured by Government that there had been only cs: 
Excess o f  jurisdiction by the Collector and no motivation behind i.t, 
the Committee take a serious view of the incorrect action on the p7t 
of the Collector in granting an unauthorised concession. The  Com- 
mittee desire thut strfct instructions should be i s w d  i n  this behalf, 
and c u e s  where the subordinnte officers are found to  exceed the juris- 
diction should be taken serio7is notice of. The Committee would like 
t o  be i n f o r m d  of the progress of  realisation of the demands raised in 
th is  case. 

[S. No. 42 of Appendix XVII to 27th Report, (1964-65)). 



The recommendation of the Committee that serious notice should 
be taken of cases where the subordinate officers are found to excee.1 
their jurisdiction, has been noted. The Collector concerned as weli 
as all Collcctor~ have already been suitably instructed against grant- 
ing such unauthorised concessions in future. 

2. As regards the recovery uf Govcrnme:~t ( i u ~ s ,  the licensee has 
not honoured the demands but ha- instead, filed a Special Civil Appli- 
cation in thc High Court o f  Gujarat  aga1n.t. the dema:-ids and an 
a d  lnlcrzrn stay against cnforcc*ment o f  the demands In quest~on h n ~  
also heen issued by the C(urt .  The Collector has been in tructed 10 
oppose the special civil application and to try to get the ad interim 
slay ord.rr also vacated. 

(Approved by Secy.) . 
[F. NO. 24 117 163-CX.VI]. 

Recommendation 

The C(nnmitter ~c~oulrl like to  he informed of the outcome of the 
disciplinary ptoceedl ngs ilritiated against the officers concerned. a .I J 
the progress of collection of the demands raised In rcgnrd to the three 
mills. 

[S. No. 51 of Appendix XVII to 27th Report, (1964-65) 1. 

Thc matter is under examination. 
[F. No. 18'7!64-CS 1111. 

Recommendation 

The Committee note that the 08icet.s responsible for the failure to 
detect the deliberate under-valztntion have been censured avd thcrt t h ~  
entire amount has since iwtw realised. Thp Comn~;ttoe suqgest that 
in cases where the manufarturers d e l i b e r ~ t e l ~  ~ inder  z7?lue the sam- 
ples with a view to  avoiding payment of Central Excise duty. Gov- 
ernment should porceed against them under Section 9(C) of the Cen- 
tral Excises and Salt Act, 19-14, for supplying wrong information. 

IS. No. 43 of Appendix XVII to 27th Report. (1964-65) J 

The ohenrations of the Committee have been noted and suitable 
instructions have been issued to  all the Collectors of Central Excise. 

[F. NO. 36 /2 163-CX.!] . 



Recommendation 

( i )  As the matter is not free from doubt, the Committee suggest 
that sample of the gas may he anatysed by the Chief Cheir~ist attach- 
ed to the Central Board of Excise and Ctcstoms, and an atrthoritcrtive 
opinion obtained whether tho g a y  is of r~ fr igera~t t  qtlaIity m not. 

( i i )  The Conrmittee abo rcconrrneird that when new commoditivs 
are added to the Tariff List. the teclti~:cal specificotiorls should bc orc- 
pedy defined so as to remove all  doubts. 

[S. No. 44 of .4ppendis XVII t o  57th Report (1964-65).] 

( i )  The laboratory attached to the Central Board of  Excise and 
Customs is not equipped with thc apparatus for testing Sulphur dio- 
xide gad for its refrigerant quality; at temp!^ are hcing made to get 
it tested elsewhere, e.g.. in !he Alipore Test House. 

( i i )  Recommendation o f  the Ccmmittee is noted. 
[F. NO. 7123164-CX.VIJ]. 

Recommendat ion 

A similar lapse wcls noticed last year (vide para 27, Twenty-jirst 
Report. Th trri Loh: Sobltu) Proinpt action should have bcen taken in  
the present case to send the man~~fac tured  artic;e for t?st, the mo- 
ment the dutv on packing paper was raised. The Committee find t lrat 
since the Collecto~ issued the revised order in September, 1%1, ihe 
revenue could have been renlised from Juhl onwards but they regret 
that this was not done. The Committee hope that such lapses will be 
scrz~pulously avoided in  future. 

[S.  No. 46 of  Appendix XVI I  to 27th Report, (1964-65).] 

The observations made b y  the Public Accounts Committee have 
been noted. 

[F.  NO. 22/30/64-CX.VI] 

The Committee noted that there was no question of any ambiguity 
in the order and that this was a case of a clear failure on the part o f  
the oficers for which disciplinary proceedings have already been 
instituted. The Committee would like to  be informed of the out- 
come of the disciplinary proceedings. 

[ S  No. 47 of Appendix XVII to  27th Report (1964-65) .) 



The outcome of the d:sciplinary proceedings are awaited and a 
further communication will follow. 

[F. NO. 1/20/63-CX I1 ] 

Recommendation 

The Committee feel concerned at the wide discretionary powers 
which subordinate officers seem to possess and exercise. They take 
a serious view of the failure to raise deinads and realise the sur- 
charge even after the Board's orders. The outcome of the discipli- 
nary proceedings and the progress regarding collection of the 
demands made may be intimated to the Committee. 

[ S .  No. 48 o f  Appendix XVIT to 27th Report (1964-65)] 

The  observations of the Committee have been noted and a fur- 
ther communication will follow. Disciplinary action is in progress. 

[F. N. 1 126 163-CXII 1 

Rccommenda tion 

The Committee feel concerned at the wide cilscretionary powers 
which subordinate oflicers seem to possess and exercise. They take 
a serious view of the failure to rnise demands and realise the sur- 
charge eveii after the Bourd's orders. The outcome of the discipli- 
narg proceedings and the progress regarding collection of 'the de- 
mands qmtle may b4 intimated to  the Committee. 

[S .  No. 48 of  Appendix XVII to  27th Report (1964-65)] 

Discipli ltary action against two Assistant Collectors and bne 
Superintendent of Central Excise concerned though initiated was 
subsequently dropped on the advice of  the Central Vigilance Corn- 
mission. 

The position regarding recozwry wherever due is as imlicated in 
t l lc et~clused statement. 



Particulars of Demands Rs. Remarks 

I .  Amount of demands 
raised. . 7,82,856- 52 . . 

2. Amount rcalised . " 33,070 - 2.1 . . 
3. Amount withdrawn 386.95 Withdrawn as the 

dhobi bleached 
cloth was only 
finished and 
stentered subs- 
equent lg . 

4. Amount pending 
realisation . 7,49,39ge 33 Amount 

Involved 
(Rs.1 

(a) 6 cases are pend- 
ding at hearing 
stage. 3,68,077 -08 

(ii) In two cases 
appcalabk orders 
issued. 60,457 ' 52 

(iii) In ten cases 
parties have filed 
appeal/rcvision 
petition. 23413452.62 

(iv) In two case8 
party has gone to 
the High Court. 79,41 I 91 

Total . 7,493399 ' 33 

347 (aii) 3.23-7. 



The Committee jlnd this to be a clear case of under-assessment of 
duty.  They are glad that the &nand was raised and the amount 
a h  collected. They hope that such errors will be avoided ir, future. 

[S.  No. 49 of Appendix XVII to 27th Report (1964-65)] 

The observat~ons of the Committee have been carefully noted. 
[F. No. 18!31 64-CXIII] 

Recomnlendat ion 

The Committee regret to note that the rrregulartty of ~s.s~itng 
three separate licences, though there was only one manufacturing 
company, had been continu~ng for 19 years (from 1944 to 1963). 
This resulted i n  an unintended concession, as pointed out in the 
Audit para. It is obvious that the concession was mtended to bene- 
jlt comparatively small nzant~factl~rers. It is strange that ?he device 
adopted in this case to extend this benefit to two companies which 
in no wag co~ild be regarded a:, actual ~natiufacturers went unnoticed. 
The Board came to know of this irregidar~ty onlg whev u Collector 
pointed out i n  1962 that another factory was claimmg a double con- 
eeasion on the same analogy. The Committee suggest that a s l~stem 
shouEd be introduced whereby all  old order o f  the C.B.R. are review- 
ed at regular intervals to guard against a repetition of stich a contin- 
gency. Besides this the need for an amendment of the definition of 
"Manufacturer" may be examined and suitable action taken in  t he  
light thereof. 

[S. No. 50 of Appendix XVII to 27th Report (1964-65)] 

A c n o ~  TAKEN 

The suggestions of the Committee have been noted. In order to 
review all special orders issued from time to time a control register 
will be maintained in every section of Board's office. The necessity 
or otherwise for amending the definition of 'manufacturer' is also 
under consideration. 

[F. NO. 15/45/64-CXIV] 

Recommendation 

As the case is in appeal before the  Supreme Court, the Committee 
would await the outcome thereof. The  Committee would like the 



Central Board of Emise & Customs to  examine in detail the exact 
circumstances in which the classification w a s  chmged in. February, 
1961 shortly before the duty on this very item was raised, with a 
wieu7 to satisfy itself that no mala fides were involved. 

[S .  KO. 52 o f  Appendix XVI I  to 27th Report. (1964-65) 1 
.ACTION TAKEN 

The Central Board of  Exclse and Customs has examioed in JetniI 
the exact circumstances in which the Superintendent of Central 
Exck? concerned had changed thL> classification of Poster Paper at 
t h e  particular point of time. and 1s satlstied that no mala fides were 
invu1;-cd in this case. 

[F. NO. 22131 !64-CXVI] 

This case points to the need for greater vigilanw and solicitude 
for public revenue on the part of  the Central Excise officers. The 
Com,mittee are unhappy to note that when rectification 1rn.q sought 
to  be done, the claim had become time-barred. Theg hope t h n t  s~rclt 
mistake would not be repeated. Also, the Committee causot appre- 
ciate the undue delay in initiating and completing the depnrtmentat 
action 

[ S .  No. 53 of  Appendix X V I I  to 27th Report (196465)l 
ACTION TAXEN 

The obsen,ations of the C'o!~lmittce have  been notcd. Steps have 
also been taken to re-emphasise the need of the supervisory officers 
playing an increasingly greater and more di~.c.ct part in the interpre- 
tation of the Central Excisc Tariff which is getting more complicated. 

[F. NO. 1/27 / 63-CXII] 
Recommendation 

The Committee would like to be informed of the result of the 
adjudication proceedings and the amount involved and actually rea- 
lised. The committee hope that departmental action will he taken 
to fix responsibility for the failure of machinery and steps taken to 
avoid a recurrence in  future. 

[S. No. 54 of Appendix XVII to 27th Report (1964-65) 1 

The Revision Applications preferred by the parties have since 
been rejected by the Government of India. The amount involved 
and actually realised is being ascertained. Action to fix responsibili- 
ty for the failure of  machinery is under way. 

[F. NO. 2218164-CXVII 



The Committee are not convinced by the arguments put forward 
i n  justification of the fmtion of a tar$ value in  this par t im l r  case. 
There were only 13 t!lpes o f  vehicles in thss category 2nd the assess- 
ment o f  each vehtcle accmdzng to its wholesale price should not 
Irnvc)  ir~rtolzwd a r t ? /  dlljicult?l. Whereas Parltuinmt lind approved of 
an rxctsv dut!y of RS 2.500 per vehicle or 121 per text ad valorem, 
whichever is h~gher,  Gnvern~ncnt fixed a tariff value which was far 
less than the utholemle price o f  mang I-ehicles in this categorp. 
Apart from the loss of revenue sujlered. this also amounted to cir- 
cumventing the Parliament's mtention by  e.recutive fiat, which the 
Coit~niittw c.ai17~ot 7'zcli. ~ r . i ; l r  eqttanimaty. Had the duty h e m  letqied 
on the basis of artucrl wholesale prices, Government u ~ r l d  have 
gained Rs. 30.45 lakhs over Ille period 1st Julg, 1960 to 31s t  March. 
1962 in respc.d of whirles matr~cfact?ired by this concern. The net 
gatn to Crwerntnetlt would have been Rs. 11:51 lakhs more in res- 
1 1  ct of all units o.ver this period. The Commrttee regret that Got,- 
c~rnittent's actwn has resulted in loss of revenue of thrs htgh order. 
Also, the argurne~rt pu t  forward b y  the Minzstry that the loss to 
the revenue i n  respect of this concern was compensated (partly) by  
a gain 111 respect of other manufacturing concerns makes the positaon 
7oor.w I t  is inequitable that the hurden of tar  should thus be shif- 
ted b;y an erecutive order from one part9 to another, thus frustra- 
ting the declared intention of Parliament. 

In this connection. the Committee would also like ro draw atten- 
tion to the following pertinent observations of the Central Excise Re- 
organisation Committee, 1963 (page 31, para 25 of their Report). 

"Utider tire present schenre, Parliament has delegated to Govern- 
met11 the power to fix tnrilJ value for goods assessable ad valorem. 
I t  has been represented to us that. by doing so. Parliament has dives- 
ted itself unwittingly of its financial authority, and has not provided 
any mechanism for keeping itself informed of the results of the 
exercise of such delegated powers. The determination of tarif  
values is fraught with dimult les  more particularly where large and 
sinall scale producers are involved in the same industry. An 
average rate would hit the small producers and give n h g e r  naargin 
of profit to the bigger producers. A tarifl value economical to small 
scale producers would onlg inflate the profit of large producers and 
give them the opportunity to lower their prices and squeeze out the 
smaller units. This influences us to suggest that tarifl values should 
be determined with great circumspection. In  any case it seems to  
us that the Act itself requires amendment since Section 4 thereof 
which prescribes the method of valuation to  be adopted i n  deter- 



raining ad valorem duties is unfortuw~tely placed immediately after 
S e c t m  3 (2) which authotiQes Govewama3t to determitre tariff 
d u e s .  Following the example provided hy the +ecent Customs Act 
i t  should be made clear that the provisions of Section 4 are not td 
ocerrde or aifect the exercise of Government's powers ultder Section 
3 (2) "{ 

The Cinnmittee are also in agreement with another observation of 
t h e  Central E.rcise Re-organisatio-n Committee, 1963 made clsez~here 
(pclta 8, page 27 of their Report) that i t  is ~ o t  wholly correct to 

dilute parliamentary authority in the field of taxation by executive 
jiats, however. desirable the purpose. 

I N  zlieu. of anomaltes brotcght out in the Ai~dit  pnru under consi- 
deration, and in the light of their observations thereon. the Corn- 
m ~ t t e e  strongly desire that Government should gave their early 
attention to this question and take necessary re~nedial action under 
advice to the Committee. 

[S. No. 55 of Appendix XVII to 27th Report (1964-65)] 

The notification fixing the tariff values which are the subject of 
the comment made by the Public Accounts Committee i n  the above 
para has since been rescinded and substituted by another fixing 
specific rates of duty related to the average assessable values of 
motor vehicles prevalent during the period 1st June 1964 to 31st 
May, 1965. 

2. The general question of fixing tariff values has also been since 
reviewed. It  is proposed to amend Section 3(2) suitably by writing 
into it the broad guiding principles which have to be kept in view 
while fixing tariff values. It is further being provided that every 
notification prescribing tariff values shall be laid on the Table of both 
Houses of Parliament and be subject to ratification in the same 
manner as any measure of subordinate legislation. The procedure 
for fixing tariff values itself has since been revised, and henceforth, 
such values will be fixed by the Government on the recommendations 
of the Economic Adviser in the Ministry of Industry. 

[F. NO. 15143164-CXIV] 

Recommendation 
The Committee had exprexed their concern last year (vide para 

34, Twenty-first Report, Third Lok Sabha) about the lack of any 
perceptible improvement in the recovery of arrears in respect of un- 
manufactured tobacco, and old arrears pending for the last several 
yratr. The Committee find that no such progress has since been 



wwde i n  this matter. They &sire that vigorous steps should be taken 
to  recover the dues wherever possible and to write of the iwecaoer- 
a b k  arrears. Similar action shouki be taken with regard to  the 
arrears under o t b r  heado. 

[S.  No. 56 o f  Appendix XVII to 27th Report (196465)l. 

The  observations o f  the Public Accounts Committee have been 
noted. The Collectors concerned have been again instructed to 
pursue arrears cases energetically so that the arrears could be effec- 
tively reduced. 

[F. No. 36/8/64-CX.11. 

Recommendation 

The Committee are glad that during 1962-63 there were increased 
collections under Corporation Tax and l n c m  T a x  due, inter alia, 
to (i) large advance collections, ( l i )  completion of a large vumber 
of provisional assessments and (iii) special drive undertaken by the 
Department for collection of arrears. The Committee find, how- 
ever, that the diflerence between the Revised Estimates and the 
Actuals was Rs. 32,56 mores under Corporation Tax  and Rs. J4.9 
crores under lncome Tax, whereas the variation between the 
Budget Estimates and the Revised Estimates was Rs. 9.03 crores and 
Rs. 9.15 crores respectively. The larger variation between the 
Revised Estimates and Actuals points to  the need for more accurate 
and careful budgeting. The overall variation between the Budget 
Estimates and the actuals is 23 per cent under Corporation Tax  and 
34 per cent under Income-tax. Taking the gross collections under 
both the heads together, the variation comes to 19.1 per cent dwing 
1962-63. These variations are very much on the high side, and the 
Committee hope that ejJorts would be made to improve the budget- 
ing technique and arrive at more accurate estimates of the receipts 
under bot-h these taxes. 

[S. No. 1 (Para 2 )  of  Appendix VTI to 28th Report (1964-65) 1. 

The observations o f  the Committee have been noted. 

(This has been vetted by audit vide D.O. No. 516Rev./265-64 
dated 17-2-64) . 

p. No. 83/5/65-I.T. (B) 1. 



The Committee regret to find from the latest figures placed before 
them, that the number of cases in which rectification of under-assess- 
ments was not possible due to operation of time-bar bud increased 
ftom 91 to 129 and the amount involved from Rs. 6.96 lakhs to Rs. 8.5 
Zukhs. The Committee trust that the Income-taz Oficers would act 
with speed so that the number of time-barred cases would be reduced 
t o  the minimum. 

[S. No. 3 (Para 4)  o f  Appendix VII to 28th Report (1964-85)]. 

The observations of the Committee has been noted. 

(This has been vetted by audit vide Shri Gauri Shankar's D.O. 
No. 516-Rev./265-64 dated 17-2-64). 

[ F .  NO.  83/5/65-I.T. ( B )  1. 
Recommendation 

From the note submitted by Government stating the action taken 
on the Co~nmittee's recommendations in their Sixth and Twenty- 
first Reports regarding the clearing of arrears, the Committee find 
rhat (i) Government have impressed on all Commissioner of Income- 
tax,  the necessity of making an a l k t  effort for collecting arrears; 
(ii)in order to avoid accumula$ion of arrears a new section (Section 
140-A) has been introduced in the Finance Act, 1964, under which 
an assessee whose net income for liability exceeds Rs. 500 has to pay 
the tax voluntarily within 30 days of the furnishing of the return, 
failing which he will be liable to  penalty upto 50 per cent of the tax. 
While the remedial measures taken by Government may help in 
preventi::~ fu!ure accumulation of arrears, the Committee are con- 
cerned with the past amears, which are of the mder of Rs. 270.43 
crores as on 31-3-1963. They are glad to  note thut as regards old ar- 
rears, the percentage of collectio~ in  1962-63 (Rs. 75.26 crores out of 
the anears of Rs. 288.84 crores as on 1-4-1962) was higher, viz., 26 per 
cent as compared to 13.2 per cent during the previous year. However, 
further arrears have accumulated during 1962-63, and out of the total 
demand of Rs. 596.93 crores upto 1962-63 the arrears amount to  
Rs. 270.43 crores (about 45 per cent). The Committee would reiterate 
that in the context of the present national emergency and economic 
environment, it is imperative, that the past arrears should be realised 
by intensifying the collection effort, and current collections should 
not be a l lwed  to accwmulate. 
[S. No. 58 (Para 67) (ii) of Appendix VII to 28th Report (1964-65)1. 



The obsewations of the Committee have been noted. 

(This has been vetted by audit t:ide Shri Gauri Shankar's D.O: 
No. 610-Rev. ! 176-63 dated 27-2-65). 

Recommendat ion 

While there is some improvement in the total number of cases per 
annum, i n  which the assessments were completed. the percent,age ltas 
been falling. The Commit?ee view with conrern the progressive drc- 
liire in the percentage of assctssnren f s completed from 1958-59 (71.2 
per cent i~r 1958-59 69.6 pcr cent in 1959-60; 66.1 per cent in  1960-61; 
64.8 per cent in 1961-132 and 5!j.4 per cent in 1962-63). The number of 
cases pending disposal in respect of 1962-63 comes to 40 per cent of 
the toral cases for disposal. There are 9.09 lakhs of cases pe11din.g wi th  
lwonte-1a.z: Ofirrers aud the net demand locked up is estimated to be  
of the order of Rs. 8.77 crores. This is 1201  a 1.ery snfisfactory position. 
The Committee hope that as a result of the steps taken by Gowrn-  
men1 rqnrding small income cnses (6.21 lakhs out of the total of 9.09 
lakhs cases), and a vigorous drive which the Committee desire should 
be Iaunched to clear arrears of assessment (lest recovery should 
become time-barred), the  declining trend would be reversed and t h e  
percentage of assessments completed u)ould rcord a significant in+ 
proventent during the coming year. 

IS. No. 59 (Para 6 8 )  of Appendix VII t o  28th Report (1964-65) 1 

A c n o ~  TAKEN 

T h e  observations of the Committee have been noted. 

(This has been vetted b y  Audit vide D.O. No. 516-Rev./265 datedm 
17-2-65). 

IF. NO. 83/5/65-I.T. (d) I. 

The Committee are surprised t o  find out that the  test-audit of 
82.495 cnses (6 per cent of the total number of 13.81 lakhs assessees) 
has revealed under assessments t o  the extent of Rs. 2.29 crores (in 
5,195 cases) and over-assessments amounting to  Rs. 3.93 lakhs (in 258 
cases), besides several lapses i n  procedure. The  large number of 
cases involving under-assessment t o  the  tune of Rs. 2.29 crores 
clearly establish the necessity Of streamlining administrative 
machinery and the Committee suggest that eflective steps should be 



taken in this direction keeping in view the complexity of law. It 
appears to the Committee that one reason for the magnitude of the 
mistakes committed by the Income-tcu: O ~ I C ~ T S  is the heavy work- 
bod. Considering that there are 13.81 hkhs of assessees to be asses- 
sed by about 1300 officers the work-load on each Inconre-tax 
oficer on an avemge comes to about 1000 cases a year has been con- 
sidered high by the Santhanum Committee in its report on preuen- 
tion of corruption (item ix page 272). Any streamlining of the admi- 
nistrative machinery must take into account the need to reduce fhe 
work-load with a view to obtaining optimum efficiency. The uote 
tha t  :he functions of the lnternal audit have been enlarged so as to 
include the checking of nristukes of luw or rates, besides verifying 
the arithint:cal calculation of the tax.. The Coinmittee trust that 
with the er~largement in the nature of thR duties performed by t h e  
hternal  audit. there will be significant i~nprouement in prompt 
detection of cases of over-assessments and under-assessments. They 
also suggest that in future individual cases, involving and ~inder- 
assessment beyond a certain amount (say Rs. 10,000) should be in- 
z~esfigated in detailed and action taken against officers concerned, i f  
wnder-assessment is found to be due to their negligence or non- 
observance of rules or malafides. 

In respect of under-assessntc~it of tax arid loss of revenue of 
Rs. 10,000/- nnd more in individual cases, pointed out by Audir, the 
Committee would like to be informed as to in how many cases:- 

(i) the same I.T.O. was responsible fo7 mistakes in more than 
one case commented upon in the present Audit Report; 
and 

(ii) the same I.T.O. who has committed the mistake this year 
also committed mistakes in the previous year which have 
been detected either by the Internal audit or Statutoly 
audit. 

[SI. No. 2, Para 3 of Appendix VII to 28th Report.] 

The Committee's recommendations pertaining to streamlining of 
administrative machinery have been noted and steps taken to 
augment the strength of the Income Tax Officers. Instructions have 
been sisued to the Commissioners of Income-tax that individual caws 
hvolving in under-assessment beyond Rs. 10,000/- should be inveoti- 
gated in detail and action taken against the officers concerned if- 
the under-assessment is found to be due to their negligence or non-. 
observance of rules or maln Mes. vide letter No. 83/6/65-I.T. (B) 
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dated 6th Feb., 1965 enclosed. The information sought at (i) & (ii) 
above is as under: - 

Number of cases in which the same T.T.O. was responsible 
for mistakes in more than one case commented upon in 
the Audit Report 1964. 

Number of cases in which the stme I.T.O. who has committed 
mistakes pointed out in the audit Report, 1964 also com- 
mitted mistakes po'nted out in the Audit Report, 1963 or 
pointed out by the Internal audit during 1961-62. 

(This has been vetted by audit vide D 0. Nn. 409i-Rev. Audit/95/ 
83-11, dated 18-12-1965). 

[F. NO. 83/49/64-I.T.(B).] 

F. NO. 83/6 !65-T.T. (B) 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 6th Feb., 1965. 

From 

To 

Shri Wasiq Ali Khan, 
Secretary, Central Board of Direct Taxes. 

All Commissioners of I n m e - t a x ,  
(By Name), 

Sir, 

SUBJECT: -.4udit of Central Revenues by the C.A.G.-Detection of 
mistakes-Exp'anation of o w l s  concerned and action 
taken thereon. 

I am directed to invite your attention to item (6) of the Minutes 
of the Commissioners' Conference 1964 (Technical matters) and to 
s a y  that in partial modification of the instructions contained in their 
letter? I?. No. 14/4/63-IT(Pt.) dated 19.2.1964 and F. No. 83/19/64-ITB 
dated 16.6.1964 the Board have decided that where the revmue involv- 
ed is less than Rs. 10,000/- Commissioners may in their discretion 
decide as to whether the explanation of an officer responsible, for 
mistakes pointed out by Audit should be called for or not. Where the 
Commissioners decide not to call for the explanation they should 
record detailed reasons in writing. 



2. The Public Accounts Committee, in their 28th Report (3rd Lok 
Sabha), have stated that in future individual cases involving an under 
assessment beyond Rs. 10,000/- should be investigated in detail and 
action taken against ofacers concerned if the under-assessment is 
found to be due to their negligence or nonsbservance of rules or 
malafides. Therefore. in such cases the explanations of ofIicers con- 
cerned should invariably be called for and when deciding the action 
to be taken, Commissioners should bear in mind the directions of the 
Public Accounts Committee. 

3. A question has been raised as to whether Inspecting Assistant 
Commissioners who approve draft assessment orders or inspect cases 
should also be held responsible for any mistakes which are not 
detected by them and later on found out by Revenue Audit. The 
Board have decided that except in matters of calculation of tax 
I.A.Cs. should also be held equally responsible. 

4. When awarding punishment to offiaers the number of ca%s in 
which they have committed mistakes not only found out by the 
Revenue Audit but also those found out by the Internal Audit should 
be taken into account. 

5. In Board's letter F. No. 14/4/63-I.T. (Pt.), dated 19.2.1964, Com- 
missioners were arked to send a quarterly statement regarding the 
explanation of officials. A revised proforma for the quarterly state- 
ment is enclosed herewith. It is seen that some Commi>wioners send 
these quarterly statements very l a te  As only the cases in which a 
final decision has been taken by the Commissioner during the quarter 
has to be included in the statement, the Board desire that there should 
be no undue delay in forwarding the statement to them. 

Yours faithfully, 

Sd/- WASIQ ALI KHAN, 

Secretary, Central Board of Direct Tazer. 

Copy forwarded for information to:- 

1. All D.Is. with 4 spare copies. 

2. Shri S. N. Kohli, A.D.I.R.S.P. with 2 spare copies. 

3. C.A.G. New Delhi with 20 spare copies. 

4. All Of]BcerB and Branch- of the I.T. Wing. 



Qnarrcrly Starement of Explanations regarding Revcruu Audir objccrias 
imhiqf Rs. 10,oool- ad d o v e .  

. . . . . . . . . . . . . . . . .  C. I .T. CHARGE. 

S.No. Name of Amount 
the official of tax 
rmponsi- under- 
ble for assessed. 
mistake. 

-- . - 

- - - -- - - -- -- - . - - - 
G.I.R.No. Brief Brief C.1.T.s 
and Name Nature of nature orders 
of the of the there- 
assessee mistake explana- on 

tion. 
. . -- -- 

Quarterly Sracemenr of Explanations oj Officers in c.ot~nec-rion wirh irgrernal 
Audit Objections inzdvirzg Hs. I 0,030 - m d  abo:*c. 

C.1.1'. CHARGE.. . . . . . . . . . . . . . .  
-- - 

S.No. Name of Amount G.I.R. Brief Brief C.I.TYs 
the O.%:ial of tdx No. nature ndture ord-rs 
responsi- under- and name of thc of the there- 

ble assessed. of assess- mistake. explana- on. 
for the ec. tion. 
mistake. 

Quarterly Sta~ement oj Airion taken agaitasr [he Officials of the internal 
Audir parties under the Revertue Audit have found mistakes involving over Rs. 

10,ooo/-. 

--.-- - 

S.No. Name of 
the 

official 
responsi- 
ble for 

the 
mistake. - 

. . . . . . . . . . . . . . . . .  C.I.*I"s CHARGE. 
--- - -- - - 

Anlount G.I.R. No. Brief Brief' C.I.TYs 
of tax and name nature nature orders 
under of assess- of the of the there- 
assessed. ee. mistake. explana- on. 

tion. 



The Committee are given to understand that tinder-assessments 
o n  account of mistakes in u:orking out the total incotne or tax have 
been frequently noticed in audit. and these mistakes could have' 
been nvoided if the  o[fic.tvs were n little more carefill. The Com- 
mittee hope that the Central Board of Direct Taxes u ~ o d d  take. 
effective steps to eliminate such mistakes. 

[S. No. 4. Para 5 of Appendis VII to 28th Report. (1964-65)] 

Whenever- a mistake of general nature is pointed out by the 
Audit, instructions are issued to the I.T.Os to avoid such mistakes. 
Copies of the following circulars issued in this regard are en- 
closed : - 

(a) F No. 36/5/64-1.T. (A-1) dated 4-6-1964. 
(b) F. No. 3615164-I.T.(A-I) dated 16-5-1964. 
(c) F. No. 3615164-I.T.(A-I) dated 16-5-1964. 
(d)  F. No. 36/31 163-I.T.(A-I) dated 3-7-1964. 

Further instructions as and when found necessary will also be 
issued. 

(This has been vetted by audit vide D.O. No. 4173-Rev. A/12-6311 
dated 22-12-65). 

[F. NO. 83142165-I.T. (B).] 

GOVERNMENT OF INDIA 
CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 4th June, 1964. 

From 
Shri G. R. Desai, 
Secretary, Central Board of Direct Taxes. 

All Commissioners of Income-tax 

Sir ,  

S ~ ~ ~ ~ ~ ~ : - h e g u l a r i t i e s  noticed by the Audit Parties of the Com- 
ptroller and Auditm General-Twenty-first Report of the 



Public Accounts Committee (1963-64) -Znst~trctions 
regatding- 

I am directed to say that an examination of the objections raised 
by the Audit Party of the Comptroller and Auditor General has 
revealed that the under-mentioned types of irregularities and mis- 
takes are  commonly committed by Income-tax Officers. The Puh1:c 
Accounts Conmittce (1963-64) which considered the Audit Rep01 t 
(Civil) on Revenue Receipts, 1%3, have also made certain observa- 
tions in this regard in their Twenty-first Report and have suggested 
that suitable remedial measures should be taken to avoid the 
rerurrence of such irregularities in futuie The tvpes of irregu- 
larities referred to In Audit which need remedial measures are set 
out bt<!ow: 

(a)  1 itcorrect working of Development rebate: 

Aucw d i ~ l g  to the provisions of Section 34(3) (a) of the Income-tax 
A t  ! l  the pnmary condition for admissibility of development 
rebatc 15 that an amount equal to 75 per cent of the rebate to be 
actually ;~llowcd is debited to the profit and loss account of  t h e  rele- 
vant p1-cvious year and credited to a reserve account. It w a s  
otwrvcd that in many cases development rebate had been a l lowd  
e w n  t hc~~::h this prin~,ii y condition of i rcating a developmt~nt rebate 
reserve was not fulfilled. The Public Accounts Committee have 
observed that such mistakes do not speak well of the efficiency of 
the Department. 

Attention is in this connection invited to  the r~vised  Record of 
Depreciation and Development rebate already prescribed by the 
Board, as referred to in Board's letter F. No. 13!37/61-IT(AT) dated 
the 8 th  April, 1964, as a remedial measure for avoiding such tvpes of 
errors. Annexure I1 of the Record prescribes the Form in which 
details arr  to bc maintained with regard to the allowance :)f develop- 
ment rebate and column 4 of the Form is meant for specifving the 
details regarding the reserved created in respect of the asset for 
which development rebate is claimed. If the Development Rebate 
Form is invariably made use of, the recurrence of the type of mistake 
referred to by the Audit herein can be easily avoided. The Income- 
tax Officers should be asked to have Annexure I1 properly filled in 
each case before the completion of the assessment so that the fulfil- 
ment of this primary condition regarding creation of necessary 
reserve does not escape notice. 

(b) Incorrect calculation of depreciation allowances: 

As stated in the Public Accounts Committee Report (1963-M), it 
was noticed that in as many as 472 cases, mistakes had been com- 



mitted in the calculabon of depreciation allowances resulting in under- 
assessment of tax to the extent of &. 24 lakhs. The Department's 
explanation that in a large number of cases the mistakes had arisen 
because there was difl[iculty in determining the break-up of the  
additions made by assessee every year to different types of machinery 
eligible for different rates of depreciation has not found favour with 
the Public Accounts Committee. The Public Accounts Committee 
are perturbed at the large number of cases detected by Audit in 
which calculation of depreciation allowances had been incorrectly 
made  The Public Accounts Committee have desired that besides 
s'lengthening of the Internal Audit Checks, the staff dealing with 
the calculation of depreiiation allowances should be adequately 
trained. 

Such mistakes have occurred in the past because a full record of 
depreciation regarding each asset year-wise was not being main- 
tained in each case. As the Commissloners are aware, the Board have 
since prescribed, as a rcmedial measure, a revised Record of Dhpre- 
ciation w h i d ~  is quite comprehensive and adequate for the purpose 
of recording the various types of additions. The revised form is more 
detailed and if  proper use is made t!l.*ltwf, Tncornc-tax Ofllcers would 
be able to have a complete picture as regards all the details neces- 
sary for the purpose of computing the correct depreciation allowance 
in each care. Tncome-tax Officers should be instructed to keep this 
record upto-date in each case and if necessary, in cases of big com- 
panies, the companies themselves may be asked to compile the record 
with the prescribed details and file it with the return of income so 
that Incomc-tax Officers can then easily check up the correctness of 
the depreciation allowance clalrncd. The Board feel that with a little 
more vjgilance on the part of the officers, such mistakes in calcula- 
tion of depreciation allowances can be avoided in future. Where a 
large amount is allowed on account of depreciation the Income-tax 
Officer should satisfy himself about the correctness of the amount 
allowed before finalizing the assessment. 

The Board also desire that the members of the staff dealing with 
the calculation of depreciation allowances and especially such of 
them as deal with the company cases, should be given suitable 
training in this regard by the Commissioners as  suggested by the 
Public Accounts Committee. 

(c) irregularities in the grant of depreciation allowance: 

The basic condition in regard to the grant of depreciation 
allowance as provided in section 34(2) of the Income-tax Act, 1961, 
is that the total amount of depreciation allowances, whatever be the 



nature of allowance (whether initial. normal or  additional deprccir- 
tian) should not exceed the actual cost of the plant, machinerr etc. 
I t  was observed that this basic condition was overlooked while 
making an assessment of a big company where depreciation was 
allowed in excess of the actual cost, resulting in an under-assess- 
ment of Rs. 13 lakhs. Similar irregularities had also been committed 
in some other cases. These irregularities arose probably because 
the earlier form of deprcriation record was not adequate for record- 
ing the various details. The revised depreciation record since pres- 
cribed by the Board, provides for full details being recorded. There 
are  also st*pnrate annexures for recording adequate details regarding 
initial dcapr~ciotion and development rebate. Particular attention is 
invited to Anrwxure I o f  the Record of Depreciation. In order to 
verify t h ~ t  the aggregate of all deductions in respect of depreciation 
madc, including the initial drpreciation allowance, does not exceed 
thc actual cwst of the asset to the assessee, the break-up of the initial 
depreciation already allowed for each item of asset should be recorded 
in form Anncxurc I. Care must invariably be taken to see that the 
aggrcgatc. of allowances in column 5 does not exceed the cost in 
column 2 of the Annexurc in any year. The Board also desire that 
whenever the Internal Audit Par:y or the Inspecting Assistant Com- 
missioner takes up a case for checking or inspection, the point 
whether the Record of Depreciation has been properly maintained 
must always hc looked into. In cases of big assessees having total 
income exceeding n lakh of rupees, they must also invariably check 
up, for the years under scrutiny, if the aggregate depreciation 
allowances has exceeded the actual cost of an asset so that if a 
mistake has been made by the assessing officer, appropriate remedial 
measures can be taken forthwith. 

(d) Nan.-lev y of special surcharge on unearned income: 

The Firlance Acts have from year to year prescribed l e w  of a 
special surcharge at a certain percentage of the tax (at 15 per cent 
upto the assessment year 1963-64 and at rate varying from 124 per 
cent to 174 per cent vide the Finance Act, 1964). on account of un- 
earned income included in the total income of the assessee. However, 
in several cases it was found that the special surcharge was omitted 
t o  be levied on the share income of the partners who were not 
actually engaged in the conduct of the business of the Arm. The 
total number of such cases noticed by the Audit was 605 involving 
short levy of tax to the extent of Rs. 61 lakhs. 

The Board desire that with a view to avoiding such type of mis- 
takes in future, instructions must be issued by the Commissioners 
that each Income-tax OItlcer assessing the Arm must always investi- 



gate the question whether each partner of the Arm is actually actf- 
vely engaged or not in the conduct of the business of the Arm. and 
int~mate his finding in that behalf to the Income-tax Officers asses- 
smg the various partners. The Income-tax OfRcer assessing the firm 
should also record a note at the foot of the assessment order of the 
firm that this has been done. The Internal Audit Party must also 
check at the time of scrutiny of the  case whether t hk  requirement 
has been complied with in the cases of firms. 

(e) Mistakes in  co~nputillly total olconte or tax: 

In one case it had been observed that while giving effect to the 
Appellate Tribunal's order, the Incwme-tax OfIicer committed a 
mistake by arriving at the income allowed in appeal on the basis of 
the returned income and not the assessed income. The defective 
manner in which the appeal order was given effect to resulted in 
under-assessment of tax in this particular case amounting t.n over 
Rs. 1 lakh. 

I: is essential that Income-tax Officers should exercise proper care 
in carrying out revisions of assesGments consequent upon appeal 
orders. Instructions exist in the Income-tax Office manual, Chapter 
XII. Vol. 11. Section I1 (P. 227) whereby the calculations are required 
to be checked by the appropriate authority. The Board desire that 
these instructions must be strictly observed. The Board also desire 
that in thc course of  his inspections, the Inspecting Assistant Com- 
missioner must take up verification of Income-tax Officer$ orders 
giving effect to appellate decisions which involve a reduction in 
incomr .:f a n  amount exceeding Rs. 50,000. 

( f )  Mistakes i n  allowing credit on account of the advance payment 
of tax: 

It  was no!, ed in one case that although the assessee had actually 
paid only a portion of the amount of advance tax estimated by him, 
credit was given by the Income-tax Officer for the entire amount of 
the advance tax so estimated, while calculating the tax payable on 
completion of the regular assessment. 

Instructions in regard to the maintenance of a proper record 
regarding the advance payment of tax are to be iound in Chapter 
XIV (a) of Office Manual, Vol. 11, Section 11. The Board desire that 
these instructions should once again be brought to the notice of 
Income-tax Offizers and should be strictly observed. The Board 
further desire that the verification of the advance tax paid should be 
done at the time of the completion of the final assessment notably 
-by reference to the original chalans which must be placed on the file 
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of the assessee as soon as they are received from the Treasury but 
also by reference to the entries in the appropriate Demand and 
Collection Register 

The various irregularities mentioned above, and the remediar 
measures already provided and as further indicated above by the 
Board, should be brought to the notice of all the assessing officers 
under your control forthwith. They should be instructed to ensure 
that the various remedial measures are properly followed by them 
so that these types of irregularities do not recur in future. 

Yours faithfully, 
Sd/- G. R. DESAI,. 

Secretary, Central Board of Direct Tares. 

GOVERNMENT OF INDIA 
CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 16th May. 1964- 
From 

Shri G. R. Desai, 
Secretary, Central Board of Direct Taxes. 

To 
All Commissioners of Income-tax. 

Sir, 
SUBJECT:-Irregularities noticed by the Audit Parties of the Com- 

ptroller and Auditor General-Twenty-first Report of the 
Public Accounts Committee (1963-64). 

I am directed to say that in their Report (1963-64) the Public 
Accounts Committee have made certain observations in regard to th? 
various irregularities noticed by the Audit Parties of the Comptroller 
and Audited General while conducting the audit of the revenue 
receipts of the kcome-tax Department. These observations of the 
Commit+ec are indicated below. I t  is desired that these may be 
brought to the notice of the various assessing officers under your 
control. Suitable instructions may also be issued by you to the 
officers so as to ensure that these irregularities are avoided in future. 

2. The observations of the Public Accounts Committee are sum- 
marjsed beolw: - 

(a) Ir~egularities in the grant of depreciation allozuauw: 

"The Committee regret to poMt out that this is bnother case 
where the change made with' dffect from the year 1954-55 



withdrawing the concession of extra shift allowance at 100 
per cent was ignored by the Departmental Ofilcers". 

(b) Mistake in levying tw on the  dividend income shown in the 
return: 

"The Committee are not a little surprised to find that while the 
assessee itself returnrd a dividend of Rs. 1,38385 the 
Income-tax Ofilcer taxed only Rs. 86,503. It is hardly 
necessary to emphasise that the Income-tax Officers should 
be sufficiently alert and careful in going through the 
returns." 

(c) Wrong or excessive rebate allowed from super-tax pagable by 
Companies: 

"The Committee feel concerned at a large amount of tax under- 
assessed (Rs. 6:69 lakhs) as a result of failure to reduce the 
rebate in cases where dividend distributed was in excess 
of the pres-ribed percentage. In paragraph 23 of their 
Sixth Report (1962-63), the Committee had an occasion to 
discuss similar types of cases. The Committee hope that 
such mistakes would be avoided in future". 

(d) Grant of excessive relief or rebate under section 99(1) (iv) of the 
Income-tax Act, 1961: 

"The Committee are surprised how the Income-tns Officers 
allowed exemption for tax not only in respect of dividends 
entitled to exemption but also in respect of dividends and 
interests received which do not qualify for exemption. 
According to Audit, the dividends warrant filed by the 
assessee and the certificate issued by it clearly showed the 
amount of dividend which qualified for exemption. They 
hope that the action taken in this case will have the 
desired effect and that the Income-tax Oficers would be 
more careful in future". 

(e) Under-assessment of tax o ) ~  account of failure to ascertuin and 
adopt in time the correct share income of partners: 

"The Committee feel concerned at the delay in the revision of 
provisional assessments of the partners' share incomes after 
the completion of the firms' assessments in as many as 
379 rases covering assessment years 1958-57 to 1960-61 
involving total amoupt of tax of Rs. 7.41 lakhs out of 
wHich tax tb the extent of 33s. 2.89 lakhs related to 14 
caws. The intimation3 in these cases had been lying with 
the Income-tax Officers for 6 months to 34 years. The 



Committee also take serious note of the fellurn to keep a 
proper watch over the cases assessed on provisional basis 
through a register prescribed by the Central Board of 
Revenue in February, 1959. They hope that these instruc- 
tions will be strictly followed by the Tncome-tax O ~ c e r s  
in future". 

3. The Board desire that it must be brought to the notice of the 
onlccrs I h a t  a serious view will be taken if such irregularities are 
allowcd to recur in future. 

Yours faithfullv. 
Sd/- G. R. DESAI. 

Secretary, Cen.tra1 Board of Direct Taxes. 

F. No. 3615164-IT(A1) 

CENTRAL BOARD OF DIRECT TAXES 
Nem Delhi, the 16th May. 1964. 

From 

Shri  G. R. Desai, 
Secrctary, Central Board o f  Direct Taxes. 

All Commissioners of Income-tax. 

Sir. 

SUBJECT:-luconte from property-Determination of bona-fide annual 
value. 

Accordilig to the provisions of the Income-tax Act, the computa- 
tion of property income for income-tax purposes is made with 
reference to the bona-fide annual value. Where actual rentals 
received for a property are taken as the basis for working out the 
annual value. a deduction is allowed for any amount included in the 
gross rentals on account of amenities provided by the landlord to the 
tenants such as maintenance of lifts, provision of common lights etc. 
Where, however, the Municipal valuation of the property is taken 
a6 the basis, no such deduction is permissible since the Municipal 
authorities usually make allowance for these items while fixing the 
rateable value of the building. During the course of audit by the 
audit parties of the Comptroller and Auditor General it was observed 



that in a large number of cases this aspect was overlooked with the 
result that even where the bona-we annual value had been taken 
with reference to the municipal valuation, deductions on account of 
such common service chdrges borne by the owner had been allowed. 
The Public Accounts Committee has expressed its concern at the 

large scale under-assessment of tax due to the erroneous method of 
computation of the annual value of property. The Committee also 
desired that the Income-tax Officers should conduct a review of 
assessments already made by them speedily so that the caset; of 
under-assessment, if any, are rectified and recoveries do not become 
time-barred. 

2. Necessary instructions may be issued to the Income-tax 
Officers under your control asking them to conduct speedily a review 
of all such cases as desired by the Public Accounts Committee. 
Result of the review so undertaken should be intimated to the Board 
by the 31st December, 1964 

Your6 faithfully, 
Sd/- G. R. DESAI, 

Secretary, Central Board of Direct Taxecr. 

CENTRAL BOARD OF DIRECT TAXES 
New Delhi, the 3rd July, 1964. 

From 
The Secretary, 
Central Board of Direct Taxes. 

All Commissioners of Income-tax. 

Sir, 
S u ~ ~ ~ c ~ : - F a i l u r e  to ascertain and adopt the correct share income of 

partners on completion of the firm's assessment-Main- 
tenance of the prescribed register of provisional share 
income-Instructions regarding. 

In para 35 of the Audit Report (Civil) on Revenue Receipts, 1963, 
it was mentioned that several cases came to the notice of Audit where 
partners' assessments which were completed provisionally hefore the 



assessment of the firms was completed were not reopened for taxing 
the correct share incomes on receipt of information relating to such 
income from the Income-tax M c e r  who completed the firm's assess- 
ments. Similar lapses have been noticed in test audit conducted 
during 1963-64 also. In para 66 of the Audit Report (Civil) on Reve- 
nue Receipts, 1964, it has been mentioned that the number of cases in 
which the ~vxtification was not done was 287 involving an under- 
assessment of tax of  Rs. 16.45 lakhs. 

2. The Board take a serious view of the continuing lapses on the 
part of the officers in this regard. The Board have already prescribed 
a register [vide letter F. No. 53(6)-IT/58. dated the 3rd February, 
19.591 for noting cases in which such share incomes are provisionally 
asse.sed with a view to watching that lapses of the type referred to 
above do not occur. The Commissioners should ensure that this 
register is properly kept and all the cases wherein assessmenb are 
made on the basis of provisional share income are entered in this 
register and followed up action are not entered in the prescribed 
register, Income-tax Officers must be directed to bring the register 
up-lo-datc so that recurrence of surh mistakes can be avoided in 
future. The Commissioners should also take Departmental action 
in all such cases where any loss of revenue, is noticed as a result of 
negligence or carelessness on the part of the ofthers concerned. 

3. I t  is nlzo  nccasary that the Internal Audit Parties and the 
Inspecting Asistant Commissioners be instructed to make a special 
check as regards the proper maintenance of the register ~ r e s v i b e d  in 
this regard when thcy tnkc up district/circle/ward. 

4 The r~ce ip t  of this Ictter may please bc acknowledged. 

Yours faithfully, 
Sd/- G. R. DESAI, 

Sec ' r~ targ .  Central Roard of  Direct Tares. 

Copy to D.I. (IT) /D.I.(Inv.) /D.I.(R.S.&P). New Delhi. 

Recommendation 

The case refer~ed to in para 45(a) of the Audit Report discloses 
a certain amount of negligence on th.e part of the Income-tax Oficer, 
for which he has been issued a warning. The Committee would like 
the Board of Direct Taxes to examine, whether the issue of warning 
was an adequate punishment in this case. The Committee wme in- 
formed that this m e  had not been checked by Internal Audit. Even 
under the old instruction the Internal Audit party had to conduct a 



cent per cent check of cases in which the messed tux exceeded 
Rs. 10,000. The Committee would like to know why this case whtwe the 
ussessed demand exceeded Rs. 1 lakh was not audited by the Internu1 
Audit. 

[S. No. 5 (Para 6) of Appendix VII to 28th Report (1964-65).] 

In this case the issue of warning to the Jncome-tax Officer concern- 
ed is considered as adequate punishment looking to the nature of the 
mistake and the short experience of the officer. 

In view of the inadequate strength of Internal Audit Parties, a 
number of cases remained unaudited and this case was one among 
them. However, the Internal Audit Parties have since been strength- 
ened and the scope of their checking has also been widened. Ins- 
tructions have also been issued that company assessments and other 
cases with income exceeding Rs. 1 lakh should be given priority i n  
checking by the Internal Audit Parties. 

[Duly Vetted by Audit J 
[M.F.(D.R.)U.O.F. No. 36119163-IT(AI)(l) dated 16-10-651. 

Recommendation 

7. According to the provisions of the Incornc-tax Act and the 
double taxation agreement entered into betwccrl India and Pakistan, 
relief is admissible on income which is taxable both in India arid 
Pakistan at lower of the two rates prevailing in the two countries. 
Pending settlement of such relief, the aswssing officer in India may 
keep the tax payable on that portion of income which is derived 
from Pakistan, in abeyance. A company declared a world income o'f 
Rs. 46,18.544 for the assessment year 195940. Of this, Rs. 12,43,526 
was income from India and the balance was derived from Pakistan. 
Pending settlement of tax relief, the Income-tau Officer decided to  
keep the tax payable on the Pakistan income in abeyance and to raise 
demand on the Indian income at the cffective rate of tax which was 
51-5 per cent. But while raising the demand, the tax was erroneously 
calculated on 51-5 per cent. of the Indian income (i .e.  Rs. 6,40,216) 
instead of at  51.5 per cent. of the Indian income of Rs. 12,43,526. 
This resulted in a short demand of Rs. 3,10,602. The Ministry accept- 
ed this mistake and had stated that eppropriate action to raise the 
demand had since been taken. 

During evidence, it was stated that the mistake had been rectified 
and  Rs. 2,18,375 had been collected out of Rs. 3,10,602. The remainder 



was proposed to bc! adjusted against some rdurid due to the company 
earlier. 

In a note furnished subseqt~ently to r he Committee t t  w~ stated 
thut the mistake occurred due to rush at the end of rhe financial 
year and that the o m e r  concerned had been warned. The explana- 
tion about n ~ s h  o f  work etc. ia not quite cc~nvinctny. The Committee 
take a serious view of such mistakes and ho?e t l m  necessary steps 
will be taken to avoid their recurrence. 

[S. No. 6 (Para 7) of Appendlx VII to  28th Report (1964-65)]. 

Additional demand raised as a result of aidit objection has sinrle 
been collected in full. 

Necessary steps have also been taken tn cnsi1.e that such mistakes 
are avoided in future. 

Instructions have been issued that even bona fide lapses should be 
viewed strictly, so as to obviate their repetition. All cases mictakes 
involving relmue exceeding Rs. 10,000 are ~equired to be investigated 
in detail and action taken against the erring officers. The Inspectin: 
Assistant Commissioners who approved the draft assessment orders 
or inspected the cases are also held responsible for their iailure to 
detect the mistakes. The Oommissioners of Income-tax have been 
told that it will be their personal responsibility to ensure that the 
punishment given is adequate considering the gravity of the mistakes. 
They have also been told that mistakes attributed to factors such as 
negligence, carelessness or ignorance of law, even though bona fide. 
cannot be allowed to pass without adequate action against the offi- 
cials concerned. The nature of the action to be taken would of 
course depend upon the f a c t  of each case but repeated mistakes by 
the same officer will call for more semre action. The action taken 
is required to be reported to the Board at quarterly intervals, and 
these reports are scrutini.sed at headquarters to ensure proper com- 
pliance with the instructions. 

In order to prevent mistakes in future, refresher courses are being 
arranged regularly for the benefit and guidance of officers. Raining 
programmes for members of the staff have also been made more 
intensive. The officers have been asked to arrange their work in 
such a manner that undue rush at  the end of the year is avoided. 
Efforts are also being made to get more posts sanctioned so that every 
officer is assigned work-load which he can reasonably be expected to 
handle with efficiency. 

(Duly vetted by Audit) 
[F. No. 11 (66)-63/TPL.] 



The case referred to in sub-para (c) of the Audit para (No. 45) is 
yet another case of carelessness resulting in under-assessment. The 
Committee would like to be informed ~f the progress of recowry of 
the demand in this case. 

IS. No. 7 (Para 8) of Appendix VII to 28th Report (1964-65)]. 

Tax leviable on the firm amounting to Rs. 1,800 has been fully 
recovered. 

Assessments of the partners have also h e n  rcctified. A total 
additional demand of Rs. 5,607 was raised which has also been collect- 
ed. The Income-tax Officer has explained that the revenue effect on 
actual rectification is less on account of giving effect to appellate or- 
ders and revision of shares from certain othci firms. 

(Duly vetted by Audit) 
[U.O. F. No. 36/19/63-IT(A1) Pt. I dated 26-5-1965]. 

Recammendation 

In view of the fact that lapses in computing super-tax payable by  
companies are on the increase. the Co~ninlttee u~ould suggest that a 
general review may be undertaken and suitable instructions issued 
to the assessing officers. 
IS. No. 10 (Para 11) of Appendix VII to 26th Report (1964-65)]. 

Owing to the paucity of staff and the large volume of additional 
work involved, it  has not been considered feasible to order, a general 
review in all the Commissioners' charges as suggested by the PAC. 
However, a review has been ordered in the Bombay and West Bengal 
charges, where most of the companies' cases are concentrated. The.. 
proposed review will cover the assessments made during the period 
of three years 1961-62, 62-63 and 1963-64 and it will extend to all 
cases of companies with income exceeding Rs. 25,000. 

Suitable instructions h a w  been issued oy the Central Board of 
Direct Taxs-a copy of which is enclosed. 

(Duly vetted by Audit) 
[F. No. 36138163-IT(AT), dated 3rd June, 19651, 



CENTRAL. BOARD OF DIRECT T.4XES 

New Delhi, the 9th March. 1965. 
From 

Shri G. R. Desai, 

Sccretarv, Central Board of Direct Taxes. 

Ttr 
A1 I Commissioners of Income-tax. 

Sir. 

SUHJECT: --Mtstnkcs In the romputn t ion  of sup~r- tnx  pay/iihZe by the 
corn panics. 

I am dirc.ctcd to say that the scri~tiny of the various cases made 
by thc  Audit  parties of the Comptroller and Auditor General has 
rcvcaled tha t  there are a large number of cases where there have 
b w n  ornis~m. ;  and lspscs in the computation of super-tax payable 
by c.nmpanlc*s. I n  some cases rcductlon In super-tax rebate had 
cithc.r Iwcn ~r~wr rcc t ly  calculated or been omitted to be calculated 
and In other cascs unabsorbed reducing of rebate was not calcu- 
lafcri; carric>.l forward and set off in the later years against the super- 
tax rcll>ate on the ground that the company had no positive income in 
t I I .  It appciirs that the provisions regarding reduction in 
rebate arc not very clear to srme of the officers in spite of instruct~ons 
i s w d  in this regard. 

2. 'She ~~~vvisicrns regarding reduction in rebate on the basis of 
dc*cla~.rthon of dividends in excess of 6 per cent of the paid up capital 
wert. 111 f!wc fsom the assessment year 1956-57 as envisaged in the 
Finance Act 1956 to 1959. The provision regarding the carry for- 
ward of :.cduc.tion in rebate has of cource been continued even under 
the Finance Acts of later years. For the purpose of reduction in re- 
bate, the Income-tas Officer has to see whether dividends declared 
during the* previous year relevant to the assessment year was more 
than 6 per cent of the paid up capital as it stood on the 1st day of the 
previous yea:.. The reduction in rebate has to be calculated on such 
excess. It may. however, be clarified that the provision regarding 
reduction in rebate on excess declaration of dividend is applicable to: 

(i) all companies in which public are not substantially 
interested (within the meaning of section 23A of the I.T. 
Act. 1922) irrespective of the incom~ of the company, and 



(ii) ail companies in which public are substantially interested 
where the income of the company is more than Rs. 25.000 

Such reduction in rebate has to be calculated in each year irres- 
pective of the fact whether the company has positive income or nega- 
tive Income. Where the reduction is not absorbed in the super-tax 
rebate for the year. it  has to be carried forward and set off against 
the super-tax rebate of a later year. It may, however, be reiterated 
that the question of carry-forward of unabsorbed reduction in rebate 
would not arise in a case where the position regarding reduction in  
rebate itself does not apply, e.g. in the rasc of a company in which 
public are substantially interested and the income of such company 
is less than R6. 25,000. 

3 The above position has been clearly explained in paragraph 
8 ( e )  of the Board's Circular No. 12-D of 1960 dated the 16th June, 
1961). and was reiterated in the Board's endorsement F. No. 2/6/63- 
IT(A1) dated the 13th November, 1963. In view of the fact that the 
lapsc-s in this connection continue to occur, the Board desire that 
the attention of all the assessing officers should o n c ~  again be drawn 
to ttlcrie instructions and they should be directed to ensure that such 
mistakes do not tnkc place hereafter and wherever mistakes ale 
detcctcd for earlier years, they should be rectified. 

Yours faithfully, 
Sd/- Cr. R. DESAT. 

Sec-refrrrq. Cewt r(11 Rotl:.d of  D l r w t  Tares. 

( I )  The Comn~i l tee  t i w d d  !ikc to be informed of the final position 
re{g(~ r d  I 11 y recover?/ i t h c nbove cases. 

(11) Tht. observutlous oj the Committee regarding st~b-para (a) 
n l m w  u p p ! ! ~  to the cmes 7ne7tlioned i n  this  sub-para also. 

[S. No. 11 (Para 12)  o!' Appendix VII to 28th Report (1964-65)]. 

A c n o ~  TAKEN 

(i) The requicite information is given in the statement attached. 

( i i )  The position has been explained in reply to para 11 of the 
Report. 

[Duly vetted by Audit] 
[U.O. F. No. 36/19/63-IT(A1) dated 21-8-65]. 



Pasttion regarding recovey in 10 cases in which audit objections 
have been accepted (nrmttaned in para 12 of the 

PAC's Report, 1964-65) 

S. Name of the aswssce . Addl. Amount recovmd. 
No. demand 

r t i d .  

Mls. Howrah Motor Co. (P) 1,td. 

MIS. Mewar Sugar Mills Ltd. 

M/s. Turner Morrison Co. Ltd. 

MIS. Shalimar Paints Ltd. 

MIS. Metal Box Co. of India. 

Shri Rajcndre Milk Ltb. 

MIS. M. G. Bhagat & Sons Ltd. 

MIS. Obcroi Hotels Ltd. 

MIS. Clcvedon Tea Company 

M/s. Devan Port & Company 

Do. 

Do. 

Do. 

Do. 

Do. 

Adjustable against 
the refund which 
will be due 
to the assessee 
on completion 
of its assess- 
ment for the 
year 1963-44. 

Not yet recovered. 

Not yet recovered 
owing to remit- 
tance difticul- 
ties form Pak-. 
istan. 

Action timebarred. 

Recommendation 

The Committee would like to be informed of the outcome of the 
investigation. 

[S. No. 13 (Para 14) d Appendix VII to 28th Report (1964-65) 1 



The facts have been ascertained from the Commissioner of 
Income-tax, Patiala. It is understood from the Comnlissioner that 
there were no special reasons for the mistakes in the eleven cases 
in his charge. 

In three cases the surcharge on earned income was omitted to be 
charged through oversight at the time of making provisional assess- 
ments completed in February, 1962. 

In the remaining eight cases the surcharge on earned income was 
charged by oversight at the rate of 5 per cent instead of 10 per cent 
as up to the assessment year 1960-61 the rate of surcharge was 5 per 
cent and it was only in the Finance Act, 1961, that the rate of addi- 
tional tax was raised to 10 per cent. 

[Duly vetted by Audit]. 
IF. No. 36/31 /64-IT (AI) (IV) , dated 27-8-65]. 

The Commtttee would like to be apprised of the result of the 
appeal and the action taken thereon. The Committee are given to  
understand that wrong calculation of value of perquisite is frequent- 
l y  noticed in audit. The Committee therefore suggest that instruc- 
tion may be issued thut calculation of perquisile should be specially 
checked by  the Inspecting Oficers. 

[ S .  No. 16 (Para 17) of Appendix VIT to 17th Report 19641. 

Assessee has accepted the asessment of perquisite in his hand 
and has paid in full the tax demanded on re-assessment. 

Instruction.: have been issued to the Inspecting Oflkers to specially 
check the omission of perquisites and incorrect valuation thereof at 
the time of the annual inspection of the 1.TO's. work, vide Board's 
circular letter F. No. 14/59/F3-I.T.(B), dated 25th March 1965 (Copy 
enclosed). 

[This has been vetted by Audit. vide D.O. letter No. 2668-Rev. 
A/190-63 Vol. 11, dated 7th September, 19651. 

[F. NO. 14159163-I.T.(B) . , J 
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F. No. l4/59/6%I.T. (B) 

CENTRAL BOARD OF DIRECT TAXES 
New Delhi, the 25th March, 1965- 

From 

Shri Wasiq AU Khan, 

Secretary, Central Board of Direct Taxes. 

A!] Commissioners of Income-tax. 

Sir, 
SUBJECT : -Tarat ion af perqursites in the hands of Directors and 

other highly paid employees--Omission and incorrect 
valuation - -Ins? ructions regarding- 

Thc Rc-.renue Aud~t  and the Public Accounts Committee have 
pointed out that in a number of cases the value of perquisites allowed 
to Directors of Companies and highly paid employees in the private 
sector has been calculated incorrectly resulting in loss of revenue. 
There are also n number of cases in which perquisites have been 
completely omitted in the income-tax assessments. Even ?hough in 
the assessments of companies, travelling expenses or other persona! 
expens% of Directors or their wives are disallowed as not relating 
to the business, very often steps are not taken by the Income-tax 
Omcers assessing the companies to inform the Income-tax Officers 
assessing the Directors of such disallowances, with the result that 
thc amounts in question are not taxed as perquisites in the hands of 
the Directors. You are, therefore, requested to issue instructions to 
all Income-tax Officers to be particularly vigilant about this kind of 
under-assessment. 

2. The Inspecting Assistant Commissioners of Income-tax should' 
also be asked to specially check the omission of perquisites and in- 
correct valuation thereof at the time of their annual inspection of the 
Income-tax OfBcers' work. 

, Yours faithfully, 

> .  , , Sd/- - t WASIQ : ALI KHAN, 
Secretaq, Central Board of Direct Tuxes- 



Copy forwarded to:- 

1. All D.Is with 4 spare copies. 
2. Shri S. N. Kohli. A.D.I.R.C.P. with 2 spare copies. 
3. The C.A.G.. New Delhi, with 20 spare copies. 

Sd '-WASIQ ALI KHAN, 
Secretary, Central Board of Direct Taxes- 

Copy also to I.T. (A-I) Section. 

The Committee would like to be informed of the opinion of t k  
Law Ministry and the instnictions issued in the light thereof- 

[S. No 17 (Para 18) of Appendix VII to 28th Report (1964-65)]. 

The Law Ministry have advised that the view expressed by the. 
Audit is correct. Neressary instructions clarifying the correct 
p i t i o n  have also been issued to all Commissioners of Income-tax 
vide Board's letter F .  No. 8!2:64-IT(A1). dated 17th February. 1965. 
a copy of which is attached. 

(Duly vetted by Audit). 
IF. No. 36/35/63-IT(AI), dated 31st May, 1965.1 

CENTRAL BOARD OF DIRECT TAXES 
New Delhi, the 17th February, 1965. 

From 
Shri G. R. Desai, 
Secretary, Central Board of Direct Taxes. 

To 
All Commissioners of Income-tax. 

Sir, 
SUBJECT : --Computation of income from property-Determinatioa of 

annual value when property is jointly owned and used 
b y  joint owners for their own occupation- 

A question has been raised whether in cases falling under section 
9(3) of the Income-tax Act, I922/Se-tion 26 of the Income-tax Act,. 



1961, where a property b owned by two or more persans and is also 
used as residence by the joint owners and their respective shares are 
definite and ascertainable, the allowance of one-half of the annual 
value or Rs. 1,800 permissible in respect of self-occupied property 
should be granted separately in respect of each of the co-owners, or 
it sihouid be granted once only in respect of the propert-r as a whole, 
in dctcrmining the share of each co-owner. The matter has been 
carefully considered The position is that the first proviso to sub- 
section (2) o f  .sec.lon 9 of Income-tax Act, 1922, [corresponding 
section 23(2) of the Income-tax Act, 19611 laps emphasis on the pro- 
perty, is a unit, and not on coawnership thereof. Hence the correct 
position is that the income from the entire property is to be deter- 
mined by granting the allowance of one-half of the annual value of 
Rs. 1,800, whichever is Ie+ss, only once, under the first proviso to sub- 
section 12) of section 9 of the Income-tax Act, 19Z. and such reduction 
is not to he allowed separately in the case of each co-owner. 

2. The above position map piease be brought to the notice of all 
the ofiers .  The Income-tax OfBcers may aka be advised to revise 
the asseaments if made on a different basis, wherever necessary, 
cases which involve time-bar should be taken up for rectificaticm 
first so that there may be no loss of revenue in an" case. 

Yours faithfully, 

Sd '4. R. DESAI, 
Secretary, Central Board of Direct Taxes. 

Copy forwarded to:-  

(1) D.I. (IT)/DJ. (RS&P.)/D.I.(Inv.). 
(2) All Officers and Sections in Central Board of Direct Taxes. 

Sd/- G. R. DESAI, 
Secretary. Central Board of Direct Taxes. 

The Contn~ittee would like to be informed of the action taken 
after th.e Supreme Cottrt's Judgment regarding: - 

( i)  the present case and (ii) such cases generally in future. 
The Committee u7ould also suggest that suitable instruc- 
tions should be issued to all I n c o m e - t ~  O@ms in the 
l ight  of the jwdgment of the Supreme Court. 

. IS. No. 19 (Para 22) of Appendix VII 
a to  28th Report (1964-a)], 



In the p rexn t  case of h!!s. Orissa Industries Ltd., the assessme* 
has already bccn revised raising additional demand as under:- 

2. 'l'he mnltcr was exarn~ncd in the light of the Supreme Cou* 
jud:;..~ ,:it in thc case oC hlir Mohd. Ali (53 ITR 165). In the abom 
me:l:mnd case, the Saprcrnc Court have held that the word 'rn, 
chiri!.rjr' h-ti  t'!? same meaning in all the provisions and i t  is nr, 
~ h ~ r i .  p!.ovidcd that  initial depreciation admissible under S e c t i o ~  
l C ( 2 1 j ~ i ~ )  o l  :he 1nco:n:-t:x Act, 1922, of cxtra dcprcciation has tr, 
be a l .9  ,ye3 only in th,: C ~ S C  o f  mstailation of sclf-contained units a 
plan! aq.1 mrxlinery. In vinw of this they have held that 'd i ed  
er.:!$~lc.s' fitlcJ in  mo!or-\ve?iiclp is a 'machinery' which is 'Installeb 
and, thereforlt, exfra d2arcciation is admissible on it. A machinev  
is sa'd tq be installr~d ~ v h c - c  it is 'inducted or introduced' or  placel 
in 'p:sition' fur  service or use. 

3 f l~ tvcvcr ,  the vitw of the Income-tirx Department has bee. 
thn+ fqr a l lo ,vin~ the clalm of dcveloprnent rebate on plant and 
rna~' . ln~ry under sect;on 10(2)(via) of the Income-tax Act, 1922 a 
unler  sy t :on  3'3 of !he Iqronlc- t ; . ,~  Act, 1961, it is necessary that thjr 
pl-tnt s - msc'-iqery '-rlu'd be capable of being installed indcpe* 
den!'.: i? other c . ~ 4 . c  t3c plsnt  or machinery should be a self-cow 
t a i ~ c - l  u ~ i t .  The 3nm4av H;qh Court in 37 ITR 142 and the A n d b y  
Pr?J--,'l Hiqh CC)!I~~ !n 50 ITR 202 h a w  given decisions against th. 
De??--'*n"t. The Iqst drc;.ion in the case of Raju and Nannar 

4, 

now b-.fqre the Sup-erne Court. 
Since the Supreme Court is already seized of the matter, it h a  

been decided to a their direct decision on  the point of allowance d 
347 (aii) -9. 



development rebate on units which are not so contained, instead of 
drawing an analogy from their decision with regard to the initial 
depreciation allowance in Mir Mohd Ali's case and conceding the  
point at this s:age. 

The above position has also been hrwqht  to the notice ~f the 
Comrniwicmers of Incom*b-tax vidr Ro-rrd's cirrul?r letter F. No. 75/ 
14/60-ITtJ), dated 23rd November. 1964 (copy enclosed). 

[Duly vetted by Audit]. 
[F. No. 36 '31 163-IT (AI) (Pt. I.). date-d 25th Novem!~cr, 1965.1 

Recommendation 

( i )  The position regal-tfittg rtcntvv-!l of thc cmotlnt in the iwo 
crrsea mag be intima'cd to the Coinm;tlue. 

IS. No. 21, Para 24 ( i )  of Appendix VIT to 28th Report (1964-6511. 

The position reqarding recovery in rc<pqrt of t!w two w s e s  re- 
krrcd to in the above-mentmncd para is given below:- 

(3) Ramakrishna M ~ l l s  CBE 
The ndditionnl demand of Rs. 12,134.43 for the assersmcnt year 

1959-60 has since been collcctcd. 

; (h) Shri K. Balasubrn~nanin Noir  
The additional demand payable hv th r  assnssce conseauent on 

the withdrawal of the dcvelopmrnt rebate was col!ected 
as follows:- 

(il Rs. ~ , O X I . O ~  n.~i\l on ?3-1-1oC;c 
(ii) Rs. r,rKg.rc; n l idon  17-2-19'5 

(iii) Rr. 16,oS: . 7 3  p.1i.3 on 15-3-1963 - -- 
Total Rs. 23.16K.48 

[Duly vetted by Audit] 
[F. NO. 36/34/63-13 (AI\ ,  dt. 21-8-65.] 

Recommendation 

The Committee were gioert to understand that in another case, 
where a similar question arose, a referewe was made to the Board 
and the Board have given n ruling t ha t  that arnmmt sho t~ ld  not be 
allowed as a deduction. The Committee suggest t5at when s7tch re- 
ferences are received and the Board g k e s  n mlinq. all other Commis- 
moners may also be inf ornzed simu~taneourly that stich mistakes 
iPrcry not occur and uniform application of taw is ensured. 

[Para 31 of 28th Report (1964-65) .I 



The suggestions of the Committee have been noted. In the instant. 
case, action is being taken to acquaint other Commissioners of tb 
Board's ruling. 
(Vetted by Audit vide C.A.G. D.O. No. 2102-Rev/A/22-63, dated 

24th July, 1965). 
[U.O. No. 52/27/65-IT (In\*), dated 2nd August, 1965.1 

Recommendation 
The Committee ujould like to point out that the cases mentioned 

chore [para 59(c) of the Audit Report, 19641 do not involve any 
complicated principle of income determination and the mistakes 
could have been avoided if the oficers had exercised due care. They 
trust that mistakes due to "oversight" will not recur. 

[S. No. 29 (Para 34) of Appendix VII to 28th Report (1964-65)]. 

The obsen~ations made by the Committee have been noted and 
necessary instructions issued to all Cs. 1.7'. vide letter I?. No. 56/2/65- 
IT (AI) , dated 8th November, 1965 (copy enclosed). 
(Duly vetted by Audit vide D.O. No. 871-Rev A/23-63/11, dated 

28th Februarg, 1966) 
[F. No. 36119163-IT(AI), dated 8th March, 1966.1 

F. NO. 36/2/65-IT (AI) 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 
New Delhi, the 8th Novenzber, 1965. 

From 
Shri J. C. KALRA, 

Secretary, Central Board of Direct Taxes. 
To 

All Commissioners of Income-tax. 
S i r ,  

S~BJE~T.-Irregularities noticed by the Audit Party of the C. 6 
A.G.-Report of the Public Accmints Committee, 
1964-65. 

I am directed to say that in their report for the year 1964-65, the 
Public Accounts Committee have observed that in many caPes t he  
mistakes occurred as the assessing omcers did not exercise proper 



a r e  and caution and also due to the non-observance of the various 
m c t i o n s  hued by the Board from time to time. In this connec- 
Urn, some of the observations made by :he Comrnittt* are repro- 
drcrad below which may please be brought to the notice of al l  the 
a c e t o :  

(i) Onwsion lo apply properly the provisions of the In- 
come-tax Act regarding addtng of i+rlconres of other per- 
soru in taxpayer's assess~wnt.-"The Committee find it 
dimcult to accept heavy pressure of work as a valid 
reason for committing such obv~ous mistakes. The 

Committee would liktx the Central Board of Direct Taxes 
to take suitable steps to ensure that such mistakes 
are avu~ded in future" (para 48). 

(ii) lnegular determination of Income o f  Companies.-"This 
case indicates ncgligcncc o n  thc part of the assessing 
omcer in scrutinising the asscssrv's arrounts and in com- 
puting 1 1 1 t h  ti1~:iblc Incoinc. Thc commiltc~ regret that 
the m.ist;tkc should h a w  been commi:tcd for three con- 
secutive years. They hope that in assessments iavolv- 
ing such large amounts, the Income-tax Officers would 
exercise proper care and caution so that there is no 
under assessment" (para 49). 

(iii) Income escaping assessment.-"The Committee trust 
that the assessing officers would scrutinise the facts 
available in the assessment records with proper care in 
future". (Paragraph 53). 

(iv) Deductions given jor inadmissible expenditure.--"The 
Committee would like to point out that the cases men- 
tioned above do not involve any complicated principle of 
income determination and the mistakes could have been 
avoided if the officers had exercised due care. They trust 
that mistakes due to "oversight" will not recur." 
(Paragraph 34). 

The Board expect the assessing officers to perform their duties 
with greater diligence and care so that the Public Accounts Com- 
mittee may not find it necessary to repeat the above observations in 

3heir next report. 
Yours faithfully, 

Secretaty, Central Board of Direct Taxes. 



. . The Committee appreciate rhnt the point ini,oIoed i n  the presm 
case in computing the capital gains w n s  not free front doubt. Thel, 
would like to know the outcome of the case. 

IS. No. 31 (Para 36) of Appendix VI1 to 28th Report (1964-65) J 

The reassessment proceedings for the Assessment Year 1961-@ 
have not yet been completed by the Income-tax Offtcer since tbr 
assessee has gone in appeal against the Commissioner's ordcr under 
section 33-B of the I.T. Act, 1922. csrlcelling the original assessment. 

Further information will be furnished on completion of the p m  
ceedings. 

[F. No. 36/36/63-IT (AI) , dated 10th August, 1966.1 

Rocommendation 

The Committee feel concerned to note that there is no perceptibt 
improvement in the recovery of the arrears in respect of unmanz, 
factured tobacco. The arrmrs actwzlly increased jrom Rs. 202.08 
lakhs as on 31st March, 1961 to Rs. 213.02 lakhs as on 31st Mar* 
1962. The Cotnn~ittee are par;icularl?l worried aboiit the old nrreak 
which have been pendang for  the last several years. The Cmmt). 
tee note that sonre reriledial measures have been taken by the Ih. 
partment to liquidate these arrears. They desire that vigorous st* 
should be taken to recover the dues wherever possible and to urrik 
08 the irrecoverable arrears. They destre the Ministry to keep t h  
position in this regard under conslant watch. 

[Sl. No. 33 of Appendix XI11 to 21st Report, (19-)J 

The total arrear is a very small fraction of the total revem 
from tobacco and arises chiefly in sparse growing areas where 
cured is often disposed of before the excise officer is able to get C $ .  
it even for assessment. All possible steps are, however, continuous 
being taken to liquidate the arrears in respect of unmanufact 
tobacco and no slackening of efforts in this behalf is contemp~a 3 
The obse~a t ions  ot the Public Accounts Committee have also bee-l 
brought to the notice of the Collectors with the directions, $ha# 
measures tor liquidating arrears should be enforced vigorousb. 



2 The Central Board of Excisc and CustomJ have no reason to 
doubt the figurer of arrears reported to them by the Collectors T ~ Q  
concerned Central Excise Officers would also be having complete 
detail5 of defaulting assessees. 

[pl. No. 15/7/f%CX. IV.] 

40. Where an assessee derives income from a business in Pakistan, 
40 per cent of the income is subjected to Pakistan income-tax and the 
balance of 60 per cent representing agricultural income is assessed 
under the Pakistan Agricultural Income-tax Act. In India, the entire 
&come is subjected to inome-tax. However. I-elief against double 
taxation is provided in respect of non-agricultural income under the 
double taxation avoidance agreement entered into by Pakistan with 
India and in respect of agricultural income under section 49.0(3) of 
the Income-tax Act, 1922. 

I t  was noticed that in the caFe of a tea cxnpany for the assess- 
ment years 19563-57 to 1959-60, 60 per cent of the income from the 
tea busiticss carricd on In Pakistan was excludcd from the !ndian 
assessment while calculating the gross tax payable in India. I-low- 
ever, rcl~ef was allowed from t h ~ s  gross tax on the whole of the 
l c o m e  dcrived from Pakistan thereby allowing relief even in rcs- 
pcc: of the 60 per cent of the income which was excludcd from 
Indian taxation. 

In addition to this mistake, there were several other calculation 
mistakes in the matter of application of the tax rates and conversion 
of the Pakistan currency into Indian currency, allowance of de- 
preciation etc. As a result of giving this excess relief there was an 
ander-assessment of tax to the extent of Rs. 2.03 lakhs. 

The Committee were informed during evidence that the mistake 
b regard to doub!c taxation re!ief was due to car~lessness on the 
part of the Income-tax Offic~r. Instead of taxing the whole income, 
he taxed only 40 pcr cent and instead of giving a rebate on only 40 
per cent, he gave it on the w'lo!e income. It was explained that 
two Income-tax 0,'Ticers had dealt w;th the case and the mistake 
hntinue3 f w  four years becauce the second Income-tax Officer 
dollowed what his prcdrcessor ha? done without @ving any thought 
b it. The other mistakes pointed out in the audit para were stated 
& have been committed by the first Income-tax Officer. 

I The Committee were informed that the under-assessment had 
&en rectified. 



According to a note furnished at the Committee's instance, W 
mistakes pointed out by A u d ~ t  occurred in the same case involviw 
six assessments, dealt with by two officers, one succeeding the 0th- 
The officer who was responsible for most of the mistakes, it has been 
stated, has regretted the lapses on his part, and he has been warned 
to be careful in future. The other officer was responsible mainly far 
the incorrect computation of the "Indian rate of tax" while allowing 
relief in respect of agricultural income arising in Pakistan but taxed 
both in India and in Pakistan. This, according to the note, was r 
bona fide mistake of interpretation of the relevant provisions in the 
Income-tax Act and no action has been considered necessary again& 
the officer. However, it has been stated that instructions regarding 
correct computation of the 'Indian rate of tax' have been issued by 
the Board to the officers of the Department. I t  has been stated th& 
officers have also been asked to review all cases of this type and 
rectify the assessments wherever "Indian rate of tax" has not been 
computed in accordance with these instructions. 

The Committee are glad to learn that. with a view to avoiding 
this type of mstake in the future. instructions have been issued by  
the Board on the basis of a correct interpretation of the relevant' 
provisions in this rcgzrd. The Cornflittee note thnt officers have 
been also asked to review all cases of this type and rectify the a s  
sessments wherever "Indian rate of tar" has not bean computed in 
accordance with the correct interpretation. The Committee would 
like to be apprised of the results of the said review. 

[Sl. No. 34, (Para 40) of Appendix VII to 
the 28th Report (1964-65J 

55. In para 87(a) of the Audit Report (Civil) 1962 and in para 3& 
(a) of the Audit Report (Civil) on Revenue Receipts, 1963, it was 
pointed out that in seven cases where the assessee derived agricul- 
tural income from Pakistan, the rebate allowed to the assessces on 
account of double taxation of agricultural income in Pakistan and 
in India was not correctly worked out according to law. Six mole 
cases of such excessive relief were noticed during the period under 
review also. The amount of excessive relief involved was Rs. 8-72 
lakhs out of which Rs. 4.12 lakhs became loss of revenue as the 
rectification of the mistakes became time-barred. The correct legal 
position was poined out by Audit to the Department in 1961 itself 
and was finally accepted by the Central Board of Revenue in Oct- 
ber 1962. Had action been taken by the Department on this basis, 
loss to the extent of at  least Rs. 3.64 lakhs could have been avoided. 



Dirriqe evidence, it was admitterl that a mistake had been com- 
'@.tted. It was explained that the Department had its own point of 
new and the Law Ministry had to k consulted before finally accept- 
bg the audit objFetion. This was dme only in October, 1962 and 
$he cases became time-barred in November. 1962. I t  was stated in 

V L .  

atenuation that all these cases could not be reviewed in one month. 

According to a note furnished at the instance of the Committee 
tbe mistake was regardmg the interpretation of the term "Indian 
W e  of tax" and related to six cases involving twenty assessments 
dealt with by different officers It has been stated that this wzs a 
bona fide mistake of interpretation of the relevant provisions and 
no action was considered necessary against the officers. However, 
instructions are stated to have been issued by the Board to the 
officers of the Department on the basis of the interpretation of rele- 
rant provisions given by audit and accepted by the Department. It 
th stated that the oflicers have also becn asked to review all cases of 
this type and rectify the assessrncnts wherever "Indian rate of tax" 
b not been computed in accordance with this ~nterpretation. 

The Committee are given to understand that audit had ratseci the 
quqj in 1961 itself in regard to another case in the same Income-tar 
Circle and the audit's view had also been accepted by the Cornmis- 
4 
done+ of Income-tar and the Board. In view of this, the Committee 
Fgret  that the mistake in these cases was not immediately rectified; 
imsted. legal opinion was sought, which resulted fn delay and a loss 
of rmenue of Rs. 4 12 lakhs due to rectificalion becoming time-barred. 
If appears that a loss of at least Rs. 3 64 lakhs could have been saved 
8 action had been takcn by the Department on the basis of the 
audit's interpretation. The Committee desire that in future, to have 
the reuenu jrom getting time-barred, at least protective or provi- 
rCfMaJ assessment should be made in time. The Committee note that 
mtructions have since been issued to the officers of the Department 
t~ review atl cases of this tWpe and rectif?! the assessments whet- 
rarrr "Indian rate of tax" has no? been computed in accordance with 
air interpretation. The Committee would like to be apprised of the 
*(trarIta of the Yethew. 

[Sl. No. 47 (Para 55) of Appendix Vn ta 
the 28th Report (1964-65) ] 

All qaas involving reliet from double taxation under Section 49D 
the 1922 Act (section 91 of the 1961 Act) and under agreemen* 
h avoidance of double taxation have since been mviewed with r 



.view to rectifying the assessments where the "Indian rate of tax* 
for the purpose of determining the amount of relief had not been 
.correctly calculated. The results of this review are given below :- 

(a) No. of assessments r e v i e w e d . 4 .  

(b) No. of avessments out of (a) 
which had to be rectified.-%. 

( c )  Amount of extra demand raised in 
respect of assessments referred 
to in (b) .-Rs. 9,34,278/-. 

(d) Amount recovered out of  (c) .-Rs. 3.92,158 !-. 
Rectification in 6 cases out of 34 cases mentioned above is still pend- 
ing. Instructions have been issued to rectify these asscssments as 
early as possible and to collect the outstanding demand expeditious- 
IT. 

(Duly  vetted by Audit) 
[F. NO. 11 (23)-63/TPL.] 

Recommendation 

In  view of the fact that the number of cases in which omission 
t o  levy penal interest appears to be on the increase, the Committee 
desire that a general all-lndia review may be undertaken and 
necessary instructions rcsued to  the assessing Oficers for the prompt 
levy of interest where7lrr it is due. The Committee regret to  find 
that this type of 1rlpq.e has O C C I L T T C ~  i n  632 c n v s  (inv01v;ng am. 
amount of Rs. 6.64 lakhs). A report may be submitted to  the  
Committee regardmg rectification of  the assessments in these cases 
and the progress of recovery of the interest due. 

[Para 44 of Appendix VII to 28th Report (Third Lok Sabha)] 

The information is being collected and their report will be ,-U,,- 

mitted to the Committee as early as possible. 

Becommendation 

The Committee find tt dffficult to  accept heavy pressure of w k  
as a valid reason for committing such obvious mistakes. The  C o w  
mittee would like the Central Board of Direct Taxes to  take &table 
steps to  emure that such mistakes are avoided i n  future. 

IS. No. 41 (Para 48) of Appendix VII to  28th Report (1964-65) ] 



Acnm TAKm 

The observations made by the Commit- have been noted. 
Necessary instructions have been h u e d  to all Commissioners of 

Income-tax in the matter vide letter F. No. 36/2 165-IT- (AI) , d a f d  
8th November, 1965 (copies of which have been sent under reply 
to para 34 of the Report.) ' I  

[Duly vetted by Audit vide D.O.F. No. 850-Rev.llS-63, dated 27th 
February, 1966.1 

p. No. 36 j 27 163-IT (AI) dated 8-3-667. 

This case indicates negligence on the part of the assessing ewer 
in scrutinising the assessee's accounts and in computing the taxable 
income. The Committee regret that the mistake should have been 
committed for three consecutive years. They hope that i n  assess- 
ments involving such large amounts lnconte-tax Officers would 
exercise proper care and caution, so that there is no under-assess- 
ment. 
[S. No. 42 and (Para 49) of Appendix VII to 28th Report (196465)J. 

ACTION TAKEN 

The observations made by the Committee have been noted. 
Necessary instructions have been irsued to all C.I.T. in the 

matter vide letter F. No. 36 2;65-IT(AI), dated 8th November, 1965 
(copies of which have been sent under reply to para 31 of the Report). 
[Duly vetted by Audit vide D.O. No. 871-Rev./23-63/11, dated 28th 

February, 19661. 
[F. No. 361 19163-IT (AI) (I), dated 8-3-1966 1. 

Recommends tion 
This is tite *second instance noticed by the Committee this year 

where certain old orders of the Board which had no application to 
present-day conditions continued to be applied by field officers until 
Audit brohght the matter to notice and the Board withdrew them. 
The Committee trust that a suitable machinery would be evolved in 
the Board to scrutinize and review all old orders and suggest resi- 
sions or amendments in the light of the changed conditions of 
today. The Committee would like to be informed of the results of 
this review. 

(*The first instance noticed by the Committee has been dealt 
within paragraph 56 of their 27th Report-Third Lok 
Sabha) . 

[S. No. 43 (Para 50) of Appendix VII to 28th Report (1964-65) 1. 



The Central Board of Direct Taxes have already entrusted the 
work of reviewing the Board's orders issued under the Income-Tax 
Act, 1922. to a Committee consisting of the D.I.(IT) and the D.I. 
(Investigation) on 8th October, 1964. The Committee has been 
asked to scrutinise and review all old crders and suggest revisions 
and amendments in the light of the changed conditions. The PAC's 
observations in this regard have been duly communicated to that 
Committee with the request that they may keep these observations 
in view while making their recommendations to the Board. 

The PAC will be informed of the result of the review in due 
course. 

[Duly vetted by Audit] 

[F. No. 36120163-IT(AI)I, dated 3rd June, 19651. 

The Cor3mittee would lske to be apprised of the action taken 
against the o f~c ia l s  responsible for this lapse. 

[S. No. 58 (Para 56) of Appendix VII of 28th Report (1964-65)]. 

A c n o ~  TAKEN 

As there was no mala-fide intention behind the mistake which 
was purely of a clerical nature, the official concerned has been given 
a warning. The explanation of the other official has been obtained. 
He has regretted the mistake wh'ch occurred through oversight, No 
actlon is contemplated against him. 

2. The Committee have further observed that steps should be 
taken to ensure that Income-Tax Officers comply properly with the 
statutory requirements while issuing notices. As far as the D~part- 
ment are aware, the Income-Tax Officers are taking care to comply 
with the statutory requirements while issuing notices. However, 
this matter is being restressed. 



3. The Committee have also observed that the work-16ad of Appel- 
late Assistant Comrnitisioners should be reviewed XI that there is no 
occasfon for delay in di.yosing of appeals resulting in loss of revenue 
by rcctiflcatfon becoming time barred. Such a review has tiheady 
been taken in hand and instruct~ons have been ~ssued to the Com- 
missioners to bring down the work-load with the Appellate Assistant 
Commissioners to a level of four months work-load by even distribu- 
tion and if considered necessary by increasing the nun~ber  of Appel- 
late Assistant Commissioners. 

[Vetted by Audit vide C.A.G D.O. No. 2074-Rev/Audit124-63-11 
dated 23rd July, 19651. 

1U.O. No. 52 '4!If64-IT(1nv.) dated the 2nd August, 1965.1 

Recommendation 

The Committee desire to be apprised of the progress of recovely 
of the outstanding amount. 

Theg also hope that suitable instructions will be iss?ted to the 
Income-tax Ojgicers so that such mistakes do not recur. wherever old 
assessments relating to the years prior to 1959-60 are completed or 
reopened hereafter. 

[S. No. 51 (Para 60) of Appendix VI I  to 28th Report (1964-65)]. 

ACTION TAKEN 

The position regarding recovery in respect of the the seven cases 
is given below:- 

(i) M/s. Krishnarpan Charity Trust : 

The additional demand of Rs. 13,809.31 was collwted on the 23rd 
June. 1965. 

(11) Mahadevi Bitla Memorial Charity Trust : 

The additional demand of Rs. 7,727- 18 was collected on the 10th 
.August, 1965. 
(iii) All India Hindu (Arya) Dharum Seua Sanga Trust : 

I h e  additional demand of Rs. 19,326.04 was collected on the 10th 
August, 1965. 
(iv) M l s .  Benjamsn and Rahman Ellios Memwial T m t .  

The additional demand of Rs. 12,716'36 has since heen collected. 

(v) G. K. Khemka Charity Trust. 
The additional demand of Rs. 6,303.84 was collected on the 30th 

April, 1964. 



(vi) Bimrat Seva Nidhi. 
The additional demand r a i d  amounting to Rs. 14,9lLhas been 

collected on 11th September, 1965. 

(vii) Birla Education Trust. 

The adrlltional demand of Rs. 22,732 has been collected on the 
4th September, 1965, by adju rtment of the outstanding refund. 

Necessary instruction to all the Commissioners of Income-tax, re- 
garding completion or re-op~ning o i  old assessments relating to the 
years prior to 1959-60 have been issud yidc  lctter F. No. 36,3&'63-IT 
(AI). dated the 10th May. 1965. (copy enclosed). 

[Duly vetted by Audit vlde D.O. No. 760-Rcv.A,'189/65, dated 
19-2-1966]. 

[U.O. No. 36 32 63-IT (AI) , riat 3,'  18-3-1966.] 

Confidential 

F. No. 36/32 /63-IT (AI) 

CENTRAL BOARD OF DIRECT TAXES 

New Dclhi, dafod the 10th May, 1965. 

From 
Shr' K. C. Srivastava. 

Under Secretary, Central Board of Direct Taxes. 

All Commissioner of Income-tax. 
SUBJECT:-Taxed and untared portions of fun& used by a company 

for declaring dividends-instructions w y  arding. 

I am directed to invite a reference to the Board's Circular No. 15 
(XXI-10) D of 1957, dated 13th March, 1957, and to say that accord- 
ing to the instructions contained therein Income-tax Ofiicers assess- 
ing companies should work out the correct proportionate taxed and 
untaxed profits and the percentage by which net dividend is to be  
grossed up. I t  has brought to the notice of the Board by the Reve- 
nue Audit that in some cases these instructions were not iollowed 
and the percentage of taxes profits as declared by the companies in 
the dividend warrants was taken as correct without further verifica- 
tion. Consequently there was underassessment of tax in some cases 



138 
as the percentage of taxed profits fell short of those shown in the 
dividend warrants on the basis of which refunds were allowed to the 
rhrrre-holders. Mod of such mistakes were detected in the cases of 
trusts holding large investments. 

2. The Board desire that the existing instructinns should once 
again be brought to the notice of the Income-tax Officers asse~sing 
the share-holdcrs so that such mistakes do not recur whenever old 
assessments relnting to the years prior to 1959-60 are completed or 
re-opened hereafter. 

Yours faithfully, 

..--. - 
Recommendat ion 

(a) The Committee would like to be inforw'ed ahout the re- 
covery of the  excess refund of Rs. 1,12,333 granted in this 
case. 

(b) They also suggest that suitable i~sft.uctinns clarifytng pro- 
vision of Section 44F o j  the I~zcome-lax Act.  1922. should be 
issued to all Zncomo-tax Oficers so that such lapses do not 
recur. 

IS. No. 52 (Para 61) of Appendix VII to 28th Report, 1964651. 

(a) Position regarding recovery of emess refund of Rs. 1,12,330. 

As a result of the audit objection, the rectification resulted in  
additional demand of Rs. 1J2.330 besides penal interest. The re- 
vised total demand amounted to Rs. 8.63,505. Out of this, the asqes- 
see had paid Rs. 50,000 and a sum of Rs. 2.5l886.54 was adjusted 
against the refund due. After this adjustment the Co., had to pay 
a demand of Rs. 5,62,689. The acsessee had preferred some appeals 
on some other points and after giving effect to the appellate orders, 
t he  final position in regard to the additional demand and the refund 
due to the assessee for the years 1948-49 to 1957-58 vxs  as under:- 

Total demand due from the assessee = Rc. 8,60,304.57 
Amount of refund payable to the assessee = Rs. 8,41,933.79 

The balance of the demand = Rs. 18,470.78 
namely would be collected from the 

I assessee very soon. 



@) Necessary instructions have been issued to all the Commis 
sioners of Income-tax in the matter vide Board's letter F. No. 36/20/ 
63-IT(A1) (Pt. 11) dated the 10th February, 1966 (copy enclosed). 

[Duly vetted by Audit v i d e  D.O. No. 947-Rev.A/19-63/11, dated 
4-3-1 9661. 

[F. NO. 36.20/63-IT (X I )  (Pt. 11) Dt. 16-3-1966.] 

CENTRALBOARDOFDIRECTTAXES 

(Department of Revenue) 

New Ddlt i ,  the 10th Febnlary, 1966. 

From 
Shri K. C. Srivastava, 
Under Tecretary, Central Board of Direct Taxes. 

All Commis:.ioner of Income-tax. 

Sir, 

SUBJECT: -Frovisions of Scction 44F of the Income-tUx Act, 1922 
(correspovrl:n~g to Scciion 94 of llie Iwome-tax 1961) 
Instructions regarding. 

In the course of the audit of incomc4m asscssmcnts, the Audit 
Party has come across some cascs involving mistakrs in the applica- 
tion of the nrovisions of Section 44F of the Income-tax Act, 1922. 
Interest on .iecurities does not acxue  from day to day but on certain 
fixed days and similarly dividcnd on shares a:crucs only when i t  
is declared. The r.esu:t is that if  a pclrson transfws sxur i t ies  or 
shares cum-'nteri-si or riim-dividend, just b?furc interest becomes 
payable or dividctncl is declared it results in avoidance of tax in  
respect of the interest or dividcnd. Section 44F of the Income-tax 
Act. 15'22 provided thzt if a person transferred shares before the  
declaration of dividend thus shifting the right to receive the 
dividend to another person and if such a transaction resulted in 
avoidance of more than lo%, of the amount of tax which would 
have been payable, but for such transaction the income from divi- 
dends should be deemed to accrue from day to day and should be 
deemed to have been received by the t ransfer-or  as  and when i t  
is deemed to have accrued and the income should be assessed 
.accordingly. Though the income is assessable i n  the hands of the 



transferor under the provisions of this section, the credit for the 
tax deducted a t  source or the benefit of grossing up cannot be 
granted to the transferor, who is not the registered shareholder on 
the relevant date of the declaration of the dividend. In the cases 
pointed out by the Revenue Audit it was found that the Income-tax 
Officers, while assessing the dividend lncome in the hands of the 
transferors wrongly grossed up  the dividends and allowed the 
credit for tax deducted at source. 

2. Scction 94(2) of the Income-tax act, 1961 replaces the old 
Section 44F of the 1922 Act. This Scctl,,n irnposcs a hcavier liability 
than that undcr Section 44F of the 1922 Act. Whereas in a case 
covered by the old Sectlon, 44F, the interest of dividend was deemed 
to accrur from day to day and only the part thereof apportioned 
up to the date of the transfer, was decmcd to be the income of the 
transfcror, undcr Section 94(2) the entirt  i ncom~ from the shares 
or sccuritics for t h e  r c l ~ v a n t  ycar is dct\med to be the income of 
the transferor. Howcvcr, th r  1- ?a1 position rcgard!ng the credit 
for tax deducted a t  source remains the samc though thc amount 
is osscssnblc in thc hands o f  t h e  t r a ~ s f r r o r  thc credit for tax 
deducted at source cannot be allowed in such a case. 

3. Thc abovc Icgal position mag plwsc be brouqht to the notice 
of all officers of the Dcpartmcnt so that thn Iaps;~ pointed out by 
the Revenue Audit may not recur. 

Yours faithfully, 

Sd/-  K. C. SRIVASTAVA, 

Under Secretary, Central Board of Direct Taxes. 

Copy forwarded to: 

(1) The D.I(IT) /D.I (Investigation) /D.I. (R.S. & P). 

(2) All officers and sections in the I.T. Wing. 

(3) The Comptroller & Auditor General of Tndia (6 copies). 

Sd/- K. C. SRIVASTAVA, 

Under Secretary, Central Board of Direct Taxes. 



(i) The Committee trust that mistakes of the nature discIosed in 
Audit para will not hereafter escape detection by internal Audit. 

(ii) The Committee trust that such mistakes (of applying an old 
Zaw) would not be repeated. 

[S. Nos. 53 and 54 (Paras 62 and 63, of Appendix to 28th 
Report (1964-65) I 

The recommendations of the Committee in the above two paras 
have been noted. The observations of the Committee have also 
k n  communicated to the Commissioners of Income-tax vide 
Board's letter No. 36126163-IT(AI), dated the 7th Mag, 1965, 
copy enclosed 

[Duly vetted by Audit] 
[U.O.F. No. 36126163-I.T. (AI) Dated 1. 

F. NO. 36126163-IT(A1) 
GOVERNMENT OF INDIA 

Central Board of Direct Taxes 
New Delhi, the 7th May, 1965. 

From 
Shri K. C. Srivastava, 
Under Secretary, Central Board of Direct Taxes. 

To 
All Commissioners of Income-tax. 

Sir, 
SUBJECT:-AU~~~ of revenue receipts and refunds-Audit para re- 

garding over-assessments. 

I am directed to say that an examination of the objections raised 
by the Audit Party of the C. & A.G. has revealed inter aliu the 
following mistakes : 

(1) Under the provisions of the Finance Acts, and Indian company 
was required to pay super-tax at  the maximum rate of 50% from 
which a rebate was admissible a t  30% for the assessment years 
1957-58 to 1959-00. The rebate was, however, allowed only a t  20% 

347 (aii) &lo. 



resulting in an over-assesement ~f tax. The calculations for all 
these years were checked by the Internal Audit Party of the Depart- 
ment and the error was not deteded. 

The Public Accounts Committee have made the following 
obwmations in this regard: 

"The Committee trust that such mistakes will not hereafter 
escape detection by Internal Audit." 

(2) Even though the provision regarding reduction in supertax 
rebate on excess dividends ceased to have effect from assessment 
year 1960-61 in the case of a company the Income-tax Oficer mis- 
takenly applied thc old law and overcharged higher supertax for 
the assessment years 1960-61 and 1961-62 thereby creating excess 
demand. 

The Public Accounts Committec have made the following 
observations in this regard: 

"The Committcc trust that such mistakes (of applying an old 
l aw)  would not be repeated. 

(3) The above observations of the P.A.C. may be brought to the 
notice of all the officers and Internal Audit Parties. 

Yours faithfully, 
Sd/- K. C. SRIVASTAVA, 

Under Secretary, Central Board of Direct Taxes. 

The Conzmtttee find from the statement furnished by Ministry of 
Finance that a tax demcmd of Rs. 80.72 lakhs involving write of of 
demand of Rupees one lakh or more and relating to assessments made 
after the cusess9es became insolvent, assessees having left India, 
assessees having become untraceable and in the case of companies 
after their going into liquidation have been written 08. This shows 
that in all these cases t h ~ e  was considerable delay in completing 
the assessments, leading to demunds becoming irrecoverable. The 
Committee desire that enquiries should be ma& to find out why t h ~  
aseessrnents were delcryed a d  responsibility jixed in cuses where the 
delay waa due to the negligence of the o w s .  

p a r a  64 of Appendix VII to 28th Report, (Third Lok Sabha) 1. 



The information is being collected and will be sent to the Com- 
mittee as early as possible. 

The Committee are surprised to learn that the delay in compk- 
tion of the assessment is not attributable to  the I.T.Os. I t  has been 
admitted on the other hand that the assessment coukl not be made 
in time as there had been no proper liaison with the State Govetn- 
ment The Committee toould like to know on whom lies the 
responsibility for failure to have proper liaison with the State Gov- 
ernment and the delap of four gears. which resulted in loss of 
revenue amounting to Rs. 27.59 lakhs. The Committee feel that 
there has been lack of vigilance on the part of the oficers and t h b  
is a jit case for a further probe to determine responsibility and take 
suitable action against the defaulting oficers. The Committee note 
that instructions have since been issued that company assessments 
should as far as possible, be completed in the assessment year itself 
and that more officers have been put on this work. Theg also note 
that in the case of foreign companies or foreign nationals likelg to 
leave India, the Reserve Bank has been requested not to permit re- 
mittances abroad until a tax clearance certificate is obtained from 
the I.T. Department. The Committee also note that steps have been 
taken to  have proper liaison with State Governments and other 
Ministries where a business concern is being acquired. They trust 
that these measures would save the State from such huge writes off! 
as had to be done in this case. 

[S. No. 56 (Para 65) of Appendix VII to 28th Report]. 

The matter has been further looked into by t h i ~  Ministry. The 
Company had made a petition to the Central Board of Revenue on 
9th Jan., 1950 against treating the difference between the sale price 
and the written down value as 'Capital Gains'. No r e ~ o r t  was called 
for from the Commissioner of the I.T.O. in the matter. A repre- 
sentative of the company met a Member of the Board and the legal 
position was expIained to him. No formal reply was sent to the 
company on the petition. In the meantime another representative 
of $he company met the I.T.O. in March. 1950 and filed a copy of 
the petition' already filed before the Board with the request that 
the Board's orders may be awaited. The I.T.O. bona ftde believed 
that the Central Board of Revenue was ~eized of the matter but 
did not attempt to verify it by an official eference. There is 



nothing on record to rhow that the I.T.O. was aware that h a l  pay- 
ment to the company will be made by the State Government on 
29-3-51. In any case he did not make enquiries from the State Gov- 
ernment. Hence the responsibility in regard to the delay in camplet- 
ing the asressrnent and the responsibility for failure to keep proper 
liaison with the State Government lies with the I.T.O. Shri K. R. 
RPmachari who held charge of the case from 20-1-1949 to 30-4-1953. 
However, no action can be taken against him as he has retired 
from Government service. 

(This has been vetted by audit vide Shri Vasudevan's D.O. 
No. 1606Rev. / 125-63-111 dated 29-5-65). 

F. No. 83/13/64-I.T. (B) 1. 

Recommendation 

The Committee note that outstandings of rent of building alloh 
ted to private persons and organisations awaiting recovery as on 
31st March, 1964 have c o w  down to Rs. 18.24 lakhs from Rs. 26.46 
lakhs as on 31st March, 1963. There is, however, not much improve- 
nent in the recovery of outstandings from murkts, which has come 
down to only Rs. 8-30 lakhs as on 31st March, 1964 from Rs. 9.02 
lakhs as on 31st March, 1963. In the recovery of dumages fim u* 
authorised occupants there has been no propess at all (Rs. 2-76 
lakhs as on 31st March, 1963 and Rs. 2.77 lakhs as on 31st March, 
1964). The Cmmittee desire that energetic steps should be taken 
to realiss these outstandings at an early date. 

[S No. 61 (Para 70) of Appendix VII to 28th Report 

(Third Lok Sabha) ] 

Steps to effect the recoveries at an early date have been taken. 
Ag a result thereof$ the arrears have been brought down from 
Rs. 18-24 lakhs as on the 31st March, 1964 to h. 13-06 l a b  as on 

.the 31st July. 1964. 



A comparative positian of denrance in 4 months is given below:- 

I Private Peraom . . 6.73 4-21 2.52 
2 Unauthorisd oczupanw . . 0.08 0.07 0.01 
3 D-4W . 2-69 I -88 0.81 
4 Markets . 8-30 6-53 1 . n  
5 Embassies . . 0.4 0.37 0.W 

The Committee are of the opinion that in cases where premises 
are requisitioned for public purposes Government should as soon as 
those  purpose^ are over take prompt steps to derequisition the pre- 
mises instead of allotting them to private parties. It is the moral 
responsibility of the Government to restore such premises to their 
rightful owners, as soon as they are not requtred for the public pur- 
pose. 
[S. No. 62 (Para 71) of Appendix VII to 28th Report (Third Lok Sabha]. 

The observations of the Public Accounts Committee have been 
noted and a review of all cases of requisitioned accommodation ia 
being undertaken. 

Recommendation 
The Committee do not find any appreciable improvement in the 

clearance of arrears of tent outstanding from markets. They are 
surprised that there are as m n y  as 1226 leasellicence deeds still to 
be executed in reaped of some markets. The Committee suggest 
that adequate mclsures should be taken to  expedite execution of 
the pending leasellicence deeds. The Committee tcould like to 
know the specin1 steps which are proposed to be taken for the speedy 
liquidation of the arrears of tent and for emuring that the cument 
dues are not allowed to fall into arrears. 
[S. No. 65 (Para 74) of Appendix VII to 28th Report (Third b k  

Sabha) J. 



(a) The arrears of rent in respect of the marlreb for the period 
upto 1961-62 which stood as Rs. 8-58 lakhs on the 1st April, 1962, 
have been brought down to Rs. 4-64 lakhs as on the Ist August, 1964, 

(b) The question of execution of lease/licence deeds is under 
consideration in consultation with the Ministry of Law. Steps will 
be taken to get the same executed as early as poauible. 

(c) As for the recovery of arrears of rent dues, following special 
Mupr are being taken:- 

(i) Wherever dues for more than 2 months fall into arrears, 
notices are iaued for revoking the lease/licence deeds, in 
cases where the arrears are not paid by a particular date. 

(ii) Cases of shopkeepers who do not respond to the notices 
are processed under the Public Premises (Eviction of 
Unauthorised Occupants) Act, 1958 for their eviction and 
realisation of arrears as arrears of land revenue. 

Audit Comments 

While the arrears of rent in respect of the period up to 1st Aprfl 
1962, are stated to have been reduced to Rs. 4-64 lakhs as on 1st 
August, 1964, further arrears amounting to Rs. 4.87 lakhs relating to 
the years 1962-63 and 1963-64 accumulated as on that date, although 
recwery of rent in these cases is required to be dec ted  monthly in 
advence 

The Committee observe that every year there is a gap between 
crssessments for the year and the actual realisations. This gap h a  
b a a  on the increase (Rs. 2 kkhs  in 1959-60, Rs. 4 la& in 1960-61, 
amti RI. 18 k l k b  in 1961-62 and 196W3). This auould indicate that 
apart fKmr the OM awears even the current dues are getting into 
meurs. The Committee desire that ( i )  a vigorous drive should be 
lwncbed to clew the awears and (ii) st* uhould be taken to realise 
llto current demands promptly by m l i s t i q  the co-opemtion of dl 
the Ministries. 
12-t 

[Sl. No. 66 (Para 75) nf Apendix VII to 28th Report 
(Third Lok Sabha) 1. 



Chid re- for the growth of the mid gap in ammmments and 
realisptions of rent has been due to the addition of about 7,000 d- 
dential units from 1961-62 without corresponding increase in st#& 
which was further depleted by retirements, redgnations etc. Due 
to ban on rexuitment and other administrative ditIlculties, addi- 
tional staff  required to cope with the increased work could not be 
provided. Despite this handicap, following energetic steps have been 
taken to scale down the arrears:- 

1. Setting up of an Arrear Clearance Cell to clear old arrears 
prior to March, 1959. 

2. Centralisation of the work of recovery of rent from semi- 
Government organisations, undertakings and Corporations 
fn one section. 

3. Cenfralised pursult of recoveries of rent from the Bill 81 Co- 
ordination Section with the Ministries/Departments, etc. 
in case of non-gazetted staff and with treasuries and Pay 
& ~ c c o u n t s  Ofilces in case of gazetted officers. 

As a result of the above measures, the said gap in the year 1983- 
64 has been narrowed down as shown below, despite the increase in 
the assessment by Rs. 18 lakhs in that year:-- 

(i) Total assessment 
(ii) Total recovery 

&. 190 lakhs 
Rs. 175 lakhs 

(iii) Gap between the two figures Rs. 16 lams  
Audit Comment 

The gap in the year 1963-64 between the total assessment and 
total recovery of rents is still large as compared to the earlier years 
as shown below: - 

Assessment Recovery 
for the year effected 

during the Gap 
ycar 

(In lakhs of rupees) 



The Corn- are glad to learn ( i )  that rl bill t~ Ottlund the DeZhi 
Sak r  Tor Act ia  proposed to be introduced shortly in Parliament to 
plug the loopholes regarding e&on of Sales Tax and (ii) that the 
queath  of shifting the burden of sale8 tax from the last to the #rst 
point in respect of mote commodities in mdet to prerent evasion of 
tux 6 erpected to be finolised soon. They await a further report in 
regard to both the above mutters. 

[Sl. No. 67(i) of Appendix to 28th Report]. 

The Home Minister's Advisory Committee appointed a Sub- 
committee on 25th February, 1965 to consider in detail the draft 
Delhf Sales Tax Bill. The Sub-Committee submitted its report on 
23rd June, 1965. The report has recently been forwarded to the 
Finance Ministry to consider the incorporation of the changes pro- 
posed by the Sub-Committee in the original draft Delhi Sales Tax 
Bill. The Bill is likely to be introduced in the forthcoming monsoon 
session of the Parliament. 

Since the last meeting of the P.A.C., the incidence of tax on the 
following items has been shifted from last stage to the first stage:- 

1. Medicines, drugs and Pharmaceuticals: w.e.f. 1-1-65 

2. Cement: w.e.f. 1-4-85 

3. All kinds of tyres and tubes including 
those of motor vehicles, motor cycles, 
motor scooters, motorettes, cycles 
and animaldriven vehicles: w.e.f. 1-7-65 

The Committee do not find any appreciable improvement in the 
clearance of arrears of Sales Tax (Rs. 90: 64 lakhs on 1st Ayril 1964 
as compared to Rs. 95.14 lakhs as on 1st April 1963). They suggest 
that vigorous steps should be taken to liquidate old arrears and to 
avoid accumulation of current demands. 

[S. No. 67(ii) of Appendix to 28th Report]. 



The Committee's suggestioos haw been noted. Fo110-g reme- 
dial measures are being taken to prevent accumulation of ar re~% 
and current demand:- 

(i) The Assessing Authorities are asked to study their demand 
and collection registers weekly and discuss with their fiela 
st& the action to be taken for recovery of arrears 

(ii) Old cases are at once referred to the Collector for recowry 
as land revenue dues. The Collector is afLorded all facili- 
ties for speedy recovery. 

(iii) The dishonoured cheques sent by the banks are sent to 
the Ward Officers and recovery in such cams is watched 
by the Collection Branch at the Headquarters. The a c w  
mulation is thus checked to a great extent. 

(iv) The provision of demanding security is invoked in all 
doubtful cases both at the time of registration as also dur- 
ing the continuance in effect of the registration certificates. 

(v) The prclvision of cancellation of registration certifies resort- 
ed to in case of suspected dealers who are reported to be 
not paying tax or indulging in nefarious activities. 

(vi) The Assessing Authorities have been instructed to recover 
80 per cent of thc current demand created to wrest fur- 
ther accumulation of arrears. 

(vii) The Demand and Collection Registers of the Ward OfRcers 
are also inspected by the Assistant Commissioner (Re- 
covery) with a view to giving instructions for expeditious 
recovery. 

MINISTRY OF FINANCE 
(Department of Revenue) 

(i) The Committee find that as on 31-3-1963, the number 01 u p  
peals pending was 74,lU) and the number of revision petitions pen& 
ing was t451. They note that some more A.A.Cs. have been a p ~ i n t -  
ed to etue the position. They huve been told that the arrear with 
each A.A.C. at present is 7 months' workload. The Committee 
desire thrt the workload with each A A C .  does not exceed 4 months' 
workload, The Committee find that the oldest pending appeal re- 
lates to  the year 19484.  Vigorous steps should be taken to dispose 
of appeo;r pending for ruch a long number of years. 

[Para 67 (iii) Page 62.1 



The obwtvatioar of tbe Public Accounts CommWm hve been 
nokd for nccBurrg action. 

[Duly vetted by Audit] 
[U.O. F. No. 50/'143/64-IT (J) dated 161-1965]. 

The Cmmittee are glad to Iemn that, availing of the more 
stringent provisions of the present law, the Department propose fo 
launch w e  prosecutions in cases of deliberate conced?rrent of in- 
clomr, and thut some @era are being sent to Arne* for being 
bratned in  improved technkper of prosecution. 

The Committee find that the amount of concealed income un- 
earthed in 196243 was only Rs. 5.96 crores as compared to Rs. 7.12 
m e 8  in  1961-62. The Committee feel that large sums have stit1 not 
been detected and brought under the tax net, and there is consider- 
able scope fot improvement in the Department's optations in this 
respect. 

[Para 69 of Public Accounts Committee 28th Report ( 1964-65) 1. 

The observations of the Committee have been noted. As the 
Committee are aware, several steps, both legislative and administra- 
tive, have been taken recently in order to gear up the Departmental 
machinery to detect and tackle cases of tax evasion. 

2. l'he concealment of Rs. 5.96 crores mentioned in para 69 relates 
to the number of cases in which the penalty proceedings were corn- 
pleted during 1962-63. This does not represent the concealment 
detected during that year. It will be seen that though the number 
of cases in which penalty proceedings for concealment were corn- 
pleted had gone down from 4511 in 1961-62 to 3750 in 1962-83, the 
penalty levied in these cases has actually gone up from 70-57 lakhs 
to Ra 84-88 lakhs. This shows that the Department had levied 
stiffer penalties in order to put down evasion of tax (Vetted by 
Audit vide C.A.G. U.O. No. 345-Rev.A/177--63, dated 2-2-65). 

Recommendation 
The Committee hope that theue cases have been drspbsed of by 

now. They would like to be apprised of the htest poreition. 
[Para 81 of 28th Report 1964-651. 



Out of the 18 cases originally referred to the Income-tax Investi- 
gation Commission, 14 cases have since been disposed of. No p m  
gress is possible in the remaining 4 cams 88 writ petitions against 
the assessments are pending before the Calcutta High Court. 
(Vetted by audit v:de Comptroller and Auditor General's D.O. No. 
332Rev.Af63-65, dated 17-2-1965). 

p.0. No. 29B,51/64-IT (Inv) dated 24-2-1965]. 



MINISTRY OF DEFENCE 

2. The Committee would suggest that such measures as may be 
necematy to achieve budgetaq trrrgets may be examined by the 
Ministty of Defence in contultutitm with rhe Ministry of Finance. 

3. The Committee note with regret the deterioration in the pet- 
centage of sauings, both in respect of Votzd Grants and Charged A p  
propriations. 

4. (i) The Committee consider i t  unfortiinate that there should 
have been shortfallr against the items like rnarrtcfacture of t ~ k s  
and tractors, manufacture of arms and ammunitron and purchase of 
veh ides. 

( i i )  While the Continittee appreciate t h e  Ministry's elgorts to save 
foreign exchange by restricting imports to the minimum, they would 
suggest that before making budget provision for imported stores, the 
p)ssibilify of ;hear becotntng otmlescent as a result oj cl~a?igc of 
policy or the prospects of their indigenous manufacture should be 
fully considered, so that as far possible, funds are no: obtained, which 
tliight not be requircd later. The Continiltee would like to watch the 
improvement in reducing the percentage of savings o t w  Defence 
Grants further. 

[Serial Nos. 2, 3 and 4 o f  Appendix I1 to 4th Report (1962-63!] 

Sertal Nos. 2, 3 and 4:-The recommendations of the Committee 
have been noted. 

2. Constant and continuous efforts are made to improve the 
standard of budgeting. The various steps which Government have 
been taking for improving the procedure for estimation and achieving 
a higher standard of budgetary control, are set out in notes furnished 
to the Lok Sabha Secretariat vide Ministry of Defence Office Memo- 
randum No. ll(l)/Gl/D(Budget), dated the 30th May 1962 and No. 
11 (2)/62/'D (Budget), dated the 13th September, 1962. 



3. Having w a r d  to the size of the Defence Budget and the 
need for careful watching of the provisions made for important 
schemes and projects, the entire Budget is now reviewed every 
q-r at a series of meetings attended, among others, by represen- 
tatives of the Ministry of F~nance (Defence). ?be object of these 
meetings is to review the paogress of expenditure and achievement 
of targets, to pinpoint any procedural and practical difficulties that 
may have &sen in the implementation of the various programmes 
and to devise means which u d l  ensure that the budget provision is 
utilised to the maximum extent and in an effective manner. 

4. The short-fall against trucks, was mainly due to non- 
availability and delay in supply of steel, timber and imported tools. 
To rninimise these difficulties, DCOF is resorting to provisioning of 
these items still more In advance of the date and requirements. 

So far as the tracturs are concerned, the short-fall was broadly 
due to non-placement of orders for jigs and tools, non-payment of 
T.A. and Rovaltv fees to collaborators, non-materialisation of freight 
charges and non-receipt of Army Phase TTI Indent for about 125 trac- 
tors with attachments. The Budget provision for Jigs and Tools was 
intended to achieve indigenous manufacture of more components, 
for incorporation in the Army Phase 111 tractors. As the Army in- 
dent did not material;se, the necessary Jigs and Tools were not 
ordered. 

Taking into account the Completely Knocked Down packs of 
tractors available from the previous imports, budget estimates for 
1960-61 were made for a total import of 146 tractors in Completely 
Knocked Down packs, including the back-log of 21 tractors against 
the previous Army indents (146--21-125), all for the Army. The fina- 
lisation of the Army indent was held up as the question of utilisation 
of post 1948 surplus stocks of attachements for Crawler tractors was 
under consideration. Pending finalisation of Army requirements of 
tractors and attachments, the models of the tractors were changed 
and improved by the Manufacturers. The effects of this had also 
to be closely examined by the Army authorities before their require- 
ments could be flnalised. 

The short-fall in the manufacture of arms and ammunition was 
due to mn-delivery of items within the anticipa ted/stipulated period 
and delay in shipment of stores for which payment could not be 
made within the financial year. Stores obtained by DGOF through 
the ISM, Londan/Washington have stipulated delivery dates. 



Every attempt ismadeby the pmcurhgyZklPder .brozd ot. 
DCISM, London and DCISM, WarhFagton to effect speedy ship 
ments. Wherever possible these .re flow by IAP Couriers. In other 

they have to depend oa shipping facilities available 

The short-fall in the purchase of vehicles (Nissan Patroi Jeep) 
was mainly due to delay in the finalisation of the Agreement with 
the collaborators. The contract was concluded cn 1212-1961. As a 
result oi this, no booking could be made during the year 1980.61. 

Every endeavour is being made to ensure that the target rate of 
indigenous production, involving foreign exchange swings, is main- 
teincd. In preparing the Budget Estimates, all aspects including the 
posisiblhty of items becommg obsolescent as a result of change of 
policy or the likelihood of their indigenous manufacture, are gene- 
rally taken into accwnt. 

5. As regards the savings in the 'Charged Appropriat~on, it will 
be seen from para 1 of the 4th Report that taking Revenue and 
Capital expenditurc together, the total Sanctioned Appropriations in 
1960-61 was 0.96 crore. The actual expendture being Rs. 0.86 crore, 
there was a saving of Rs. 0.10 crore. At present provision 
is made in the budget for 'charged' expenditure, to meet the pay- 
ments of arbitral awards, court decrees, etc. in anticipation of the 
awards, decrees, etc. likely to be made against Government in the 
coming year. Budget provision is made rnainlv on the basis of past 
trends of actuals and such other relevant data. The future ciutcome 
of cases pending before courts etc. being unpredictable, a certain 
amount of variation occurs between the estimated and actual expen- 
diture. 

In order to reduce the savings to the minimum, the progress of 
expenditure against allotment of funds to meet payments of decretal 
amounts etc. is now specially reviewed twice a year and allotments 
where the payments are not likely to materialist! during the finan- 
cial year, are surrendered. 

D.A.D.S. has seen. 

Recommendation 

Tlra Committee de&e that the position regarding utilisation of 
the machines issued to units should be looked into and intimuted to 
them. 

,[Sl. No. 17 of Appendix I1 to 4th Report (Third Lok Subha)]. 



In the note dated 2-9-1964 forwarded to the Lok Sabha Secretariat 
under tbis Wnistry's O.M. No. 11(7)/62/D(Budget) dated 9-9-1964, 
it was stated that the verification of the utilisatioa of all the mach>nes 
issued to at 1 w t  twelve units/formationsr had been taken up and 
that the investigation was nearing completion. 

In addition to the 40 machi~les issued to six different units men- 
tioned in that note, investigation was carried out in respect of the 
48 machines issued to 6 more units selected in consultation with 
audit. It has bren ver fied thnt all the 48 machines had actually 
been in use by the consignee units. 

Since the machines haw been/are bemg normally issued by the 
holding depots only against specific demands from the user units 
and as the test check carried out in 11 units has indicated that the 
machines have actunlly been put to use, it is unlikely thnt the 
machines issued to the various other units have rcmainvd idle. 

D.A.D.S. has seen. 

Recommendation 

The Committee are surprised to earn that suck a project for the 
monufncture of cinemn projectors ;nvolvi,tg crnzsiderablt? financial 
outlay was taken up without a formal sanctirm either by the Minis- 
try or the Director General. Ordnance Factories and without pro- 
per financial concurrence. They would like to know whether f o m l  
sanction has since been accorded and what was the reason for the 
delay. They would also like to know in due course how many pro- 
jectors were manufactured and sold and at that price. 

[Serial No. 31 of Appendix I1 to 4th Report 1962-83.1 

ACTION TAKEN 

1. There was a considerable reduction in the load of work for the 
Services from 1952 onwards at Ordnance Factory, Dehra Dun. To 
make the fullest use of the idle capacity of the factory, ways and 
means were being explored not only to provide long term work for 
the factory to avoid idle time payments and to keep skills alive but 
also to create designs potential and new skills. It was, at that time, 
considered that there was scope for marketing 35 mm Sound Pro- 
jectors which were fn line with the type of production at Ordnance 
Factory. Dehra Dun. A &dent demand was anticipated as the 



Ministry of Information and Broadcasting had then indicated to tha 
Ministry of Defence that they had a considerable recurring require- 
ment of these projectors. The Army had aleo a numbcr of old pro- 
jectors in use, which required replacement. Taking these factors 
tnto consideration and also to save foreign exchange which was 
being spent on the import of these projectors, development work on 
such projectors was taken up at  the Ordnance Factory. Dehra Dun, 
in the middle of 1955. 

2 The manufacture of 2 prototypes of 35 mm m m d  ptojectoX'8 
was agreed to by the Ministry of Defence in July 1955 when the 
DGOF was directed to obtain financial concurrence for the manufac- 
ture of two prototypes of these projectors. The matter was, accord- 
ingly, taken up by the DGOF with their Associate Finance in August 
1955. As the information furnished by DGOF was not complete, cer- 
tain queries were raised by Finance. While the case for Government 
sanction was being pursued with Associate Finance, the first proto- 
type of 35 mm sound projector was completed in June 1956 and the 
other in July 1961. Thereafter, the question arose as to how the 
expenditure incurred in the manufacture of these two prototypes 
should be reylarised. The advice of the Ministry of Finance 
(Defence) was that the exmnditure incurred should be treated as 
tnfructuous and regularised accordingly. On the other hand, the 
Ministry of Defence felt that no development activity was in itself 
a waste of effort or money for it provides very necessary avenues for 
acquiring newer knowledge and experience more particularly in the 
design field. Firms spend large amounts of money to develop new 
lines of manufacture without any hope of return immediate or 
otherwise. It was, therefore, suggested by this Minis* in Septem- 
ber 1962 that the ex-post-facto Government sanction to thk  deve- 
lopment work undertaken by Ordnance Factory, Dehra Dun, be 
issued and the difference between the production cost of the two 
proto-types including the overheads and the sale proceeds would 
constitute deferred revenue expenditure to be dealt with in the 
usual manner. The Ministry of Finance were agreeable to the sug- 
gestion to issue an ex-post-facto Government sanction provided bulk 
production of 35 mm sound projector would soon be undertaken and 
the development expenditure held under objection would be recover- 
ed otherwise the amount will require to be regularfsed as loss. In 
view of the important issues involved, these discussions naturally 
took some time. Before any decision to undertake bulk production 
could be considered. the present Emergency started and the question 
of spare capacity in the Ordnance Factories did not survive. The 
Ordnance Factories became fully engaged in the production of mom 
vitally @portant item. After further consideration, a Government 



3. It will be seen from the above resume that although the qw-  
tion of financial concurrence was mooted in August 1955, its Analiwr- 
tion took considmble t h e  to materilrlise as the matter had to be 
exrrmined from various aspects 

4 The two prototypes were issued to the Commandant, Army 
Ordnance Corps School, Jabalpur on 19th September, 1964. Issuea 
to Army are made without flnoncial adjustment. The question of 
regulation of the difference between the total expenditure incurred 
on their production and the deemed price of i m e  will be codder- 
ed after a decision has been taken whether or not the bulk produc- 
tion of the item should be taken up in the Ordnance Factories. 

5. Director of Audit, Defence Services has seen. 

F. No. 412[631D (Prod) .] 

( i )  It is not clear to the Committee whether in the present case 
the Director General, Ordnance Factories, did not consult the 
Master General of Ordnance Branch for his requirements of 4 x  2 
vehicles became of his reluctance to use old vehicles of pre-1948 
period w non-availability of adequute repair capacity in the A m y  
Workshops. The Committee understand that these old vehicles 
were after repair considered to be as good as CO":', brand new ones 
and the cost of over-haul was only about RR. 2850 per vehicle. In 
the light of this the Committee find little justification for the conten- 
tion of the Controller General, Defence Production, that w e  of old 
vehicles would be uneconomical. 

In order to utilise aqj  surplus stocks of common user items in  
the Army, it would be desirable that all the non-Army Organ*- 
Zions under the Ministry of Defence should route their demands for 
such items through the Master General of Ordnance who should en- 
deavour to meet their requirements out of the surpluses as far as 
possible. 

(ii) The Committee note with concern that the repair capacity of 
the wleshops falls shurt of the requirements. It d obviously desir- 
able that the repainrble vehicles are repaired at the earliest date. 
I f  they are kept lying for years there ia bound to be further deteriora- 
tion. I f ,  as stuted by the Defence Minhtry, the pivate t ~ a d e  cannot 
handle this work e m e n t l y ,  the possibility of augmenting the exist- 
i n g  capacity of the workshops shouki be seriously examined. In 

347 (aii) LS--11. 



~ , t J t C ~ i # e e r a p g g 2 t k a f u d r r c r o f # e p w w ~ ~ r # r -  
g m ,  a p + q n r  t t L ~ ~ q l l  of thc rccpdr focitStisr in the pdwk axWr 
r M  be made, and necesary focilitien pwided to them so t b t ,  
if rend whctr ro needed, that r(rroiccr migfit also be utilbd. 

Under the procedure whtch wan adopted in December 1830 aad 
wss in vogue at tht time the IMOP pkced the indents on the 
DGS&D for pracvhment of 4 x 8 vehicks, it was not necessary for 
the Director General, Ordnance Factories to consult the MOO 
Branch regarding the availability of the vehicles in Army stock. Tt 
was, however, known to him that surplus vehicles were available 
with the Army but due to the fact that adequate repair facilities 
were not available in the EME Workshops, he did not consider ft 
necessary to comult the MGO Branch for the supply of repafred 
vehicles. 

2. While giving evidence before the Committee, the then Control- 
ler General of Defence Production had expressed the opinion that 
the use of old vehicles would be uneconomical. The opinion express- 
ed was presumably based on the experience of commercial operators 
who do not retain in their fleet vehicles which are as old as 15 gears 
or more. 

3. The question whether all Defence indentors who obtain com- 
mon user items directly should route their demands through M W  
Branch to first check up whether these can be met from Army's 
undeclared surpluses, has been examined. In accordance with the 
existing instructions, forecast requirements in respect of all Ord- 
nance stores. which are being centrally provisioned by the Director 
of Ordnance Serviee~, are being sent to him by the non-Army Users, 
including DCOF, every year sufIiciently in advance before the com- 
mencement of the Annual Provisioning Review. Instructions also 
exist (copy enclosed) that before surplus stores are formally declar- 
ed for disposal, the requirements of likely users are ascertained and 
mnt. These arrangeme~f s should provide adequate safeguards. 

4. In the case of vehicles, the position has considerably changed 
since the recommendation was made by the PAC. Under a policy 
approved by the E.C.C., Army vehicles will be discarded as soon as 
they complete a specified number of years of service or do a specified 
mileage, whichever is later. The vehicles that becomes due for dis- 
card would generally reach the first major overhaul stage, but such 



W e a  will not be overh.nlrrl #or to dispoeal. I t  hm been dedd- 
ed that post-1948 vehicles due for discard should be offered to non- 
Army indentors under the Ministry of Defence, utceptbg the Bor- 
der Roads Organisoticm, and will be accepted by if the inden- 
tors can make satisfactory arrangements for their repair(overhau1. 
Bimilartp, when such indentors propole to procure vehicles, they 
&mid enquire fmm the MCO Branch whether pcwt-1948 veWcles 
tfrat may became due for discard under the casting d policy could 
be made available to them, before they place ordens on the procur- 
ing agency. 

5. Since, however, the DGOF does not have adequate arrange- 
ments for the repair of such vehicles, no useful purpose will be serv- 
ed by his making enquiries from the MGO Branch regalding tho 
availability of post-1948 vehicles under the casting off policy. 
Besides, the production effort in the factories is related to the avail- 
ability of dependable transport In fact the various foreign expert 
teams which have visited the Ordnance Factories have criticised the 
inadequacy of materfal handling facilities. The Government, there- 
fore, propose to exempt the Ordnance Factories from the require- 
ment that they should accept the vehicles which would be discard- 
ed by the Army. Before, however, resorting to purchase of new 
vehicles the Factory authorities should ascertain from the D.O.S. the 
position regarding availability of class I vehicles. 

6. Border Road Organisation also require vehicles which are as  
dependable as the Army vehicles, because of the terrain in which 
they work and they cannot be reasonably expected to use vehicles 
discarded by Army. 

7. The repair capacity of the Central EME Workshops which was 
originally planned to meet normal requirements of the Army was 
modified to meet the increasing repair needs arising out of the pre- 
sent emergency and the increased size of the Army. A survey of 
repair faciiities available with the State Road Transport undertak- 
ings has also been made so that the repairs of certain types of 
vehicles may be diverted to these undertakings, should the need 
arise. It is not, however, considered necessary to utilise tTie repair 
facilities available in the private sector. In view of the policy of 
discard before overhaul referred to earlier, it will not now be necm- 
sary for EME Workshops to undertake to overhaul of 'B' vehicles 
which are covered by the "Casting off' policy; they will carry out 
only one overhaul for petrol engines of such vehicles. 

DADS ,has seen. 

[UD. No. 29(8)./82/D(O-I), dated the 4th Oct., 1865.1 



S ~ ~ ~ ~ : - D i r p o m l  of Surplw Defence Sfma 

The procdure for obtaining orders for the disposal of 
defence stares and mlmge and scrap ia iaid down in this Mmistrps. 
circular No. F. 4 (2) 59/D (Disp.) dated the 2nd Sqekmber, 1969. b 
accordance with this procedure, all proposals for disposal of surplur 
rtores have to be approved by the Defence Minister. I n s t r u c t i ~ ~ ~ ,  
governing the disposal of surplus stores emphasising the need for 
reutilisation of surplus stores with or without modification, are cob. 
tained in this Ministry's circulars No. 3 (1) /59/1349/D (Disposal@ 
dated the 28th March, 1060, No. 3 (1) /59/ l?26/D (Disposals) dated the 
23rd April, 1960 and No. 3 (1) / 38 19/ D (Disposals) dated the Slot 
August, 1960. According to these instructions, no defence sbrt 
should be discarded unless it is made certain that it is absolutely use- 
less to the Defence Organisation as a whole. Great emphasis ham 
been laid on the need for reutilisation of the surplus stores with or 
without modification to the maximum extent possible in view of the 
shortage of foreign exchange resources. In spite of the instructions, 
referred to, it has been noticed that pruposals, for the disposal of sur- 
plus stores, arc somctlmes received in the Ministry of Defence-where 
the reutdisation aspect has not been gone into thoroughly. Thir 
Mmistry, therefore, wishes to emphasise once again that, before pmt- 
posals for t l e  disposal of surplus stores are referred to this Ministry, 
the Service Headquarters are requested to examine all possible 
methods of reutilisation of fRe surplus stores in consultation with 
other Defence users and technical guthorities and they should ensure 
that only such of those stores, which cannot be utnised in tiny ma& 

ner, are proposed for disposal. The Defence Minister has also direct 
ed that his approval should be obtained before any surplu 
store is declared for disposal to the DGS&D. If the stores proposed 
for disposal are of a perishable nature or are likely to deteriorate fn 
storage if kept for long, there should be a clear indication to &e 
effect that the stores are really perishable and, if kept longer in sto- 
rage, are likely to deteriorate and, thus, resuIt in loss to the State 
As hitherto, the Service authorities may continue to dispose of sw@m 
stores whose value does not exceed Bs. 5,000 in a singIe category; b q  



pqm4 in respect of disposal of vehicles and machinery, and MT 
rprra (hardwore elements) whether thy  am serviceable, repnimble 
a ummminatrlc, kmqective of due,  should be refared to the 
Minishy of Defence for obtaining the concurrence of the Defence 
Ytnirter before they are disposed of. 

Sdj-s. v. IYER, 
U* Sactcta+y. 

MGO Broach QMG's Bmch E-in-C's Bmch DGAFMS 
OOOF Naval Head- Air Herd- CGDPJII)-15 

qua- quarters 

JbS of D u.0. No. 3(9)-62/D ( D i i ) ,  dt. the 31st July 1*2. 
Capy t0:- 

WQS CG (Projects) D (Works-11) D(Med) 
W'd) Min of Fin D (Air-I) P!N-I) 

mfIo-2) .  

The Committee find little jwtijhtion for not initiating the depart- 
PuRtal proceedings against the officers concerned immediately after 
& irrepub~rities were detected in March, 1959. If the records had 
been &ken away by the Special Police Establishment, Photcwtat 
copies could have been made out for proceeding with the department- 
d action. The Committee suggested that the instructio71~ contained 
3n the Ministry of Home Aflairs 0Bce Memorandum No. 39/30/54 
Eat .  dated the 7th June, 1955 requiring completion of departmental 
proceedings before initiating criminal action should also be adopted 
on Defence side. The Committee would also like to be informed o j  
the results of the departmental enquiry in due course. 

[S. No. 36 of Appendix I1 to the 4th Report (Third Lok Sabha)] 

As already intimated to the Public Accounts Committee, the irre- 
*ities came to the notice of the Naval autharities through Cont- 
zd le r  of Defence Accounts (Navy) on 21-3-1959, the case was referred 
to the Spectal Police Establishment for investigation on 2241959 and 
the first partner was handed over to Special Police Establishment on 
125-1959 and the last paper on 1-121960. Till the Special Police 
gt.blishment submitted its report on 26-6-1981 it would not have 
bbcn advi-le to withdraw the papers from them for taking photw 



2, The ptovisions contained in the Ministry of Home Affairs OflSce 
Memorandum No. 30/30/54-Estt., dated the 7th June 1955, could not 
be applied to Scnrice personnel on account of the daerence in r e g ~ r d  
to tbe prosecution of Service personnel as compared to civilian Gov- 
ernment oervants. Where fuH facts pertaining to the irreguladtig 
commitW by a dvilian Government servant are available, it h easy 
to initiate departmental p r o c d m g s  in advance of criminal proceed- 
ings. However, in the case of Service personnel, departmental action 
will have to be in the form of proceedings under the relevant Service 
Act. OfFenders can be tried by Court Martial/Summary disposal a& 
need not necessar~ly be tried by a civil court. Where such proceed- 
ing is inexpedtent/ImpractigaMe, administrative action for r e m o d #  
reduction/award of stoppage under the appropriation Service rule is 
to be considered. Where it is expedient and desirable to proceed 
against the offender directly in civil court, such action can also be . , . . r . ,  r 

taken. In cases where competent auhorities are in a position to take 
ntftable penal/disciplhary action straightaway against the Min- 
quents (Ce. without the assistance of police), such procedure is to be 
adopted M e  Ministry of Defence O.M. No. F. 68 (2)-59/D (Coord), 
dated 27th September, 1960 which was issued with reference to a 
recommmdation of the P.A.C. contained in their 9th Report. 

Further Ministry of Home Affairs have in their O.M. No. 39/8/64 
Estt. (A) dated 491964, issued further instructions according to 
which the provisions referred to by the Committee stand modified. 

3. In June 1963, the Ministry of Law had advised in this particular 
case that they are not in favour of departmental proceedings being 
started until after the disposal of the criminal case as such a course 
of action would be risky. In accordance with this advice, no permis- 
sion has been granted to the Naval authorities to convene a Board 
of Enquiry to go into the administrative aspects of the case. 

(In March 1965, the Special Pblice Establishment intimated that 
the revision Petition filed by the accused in High Court was heard 
and Anally dismissed on 9-12-1963. Proceedings in the trial Court 
are pending.) . a %  4 

4. The 32.AD.S. has seen. 
m.0. No. F. 5 (33) (N4) , dated the 5th June, 196Sl- 



The Committee regret thot this is another case of lack of proper 
planning and fmesSght resulting in the equipment costing Rs. 7.54 
lakhs remaining unused for 2 years. The representative of the Af+ 
Headquurters expressed the view that even if the question of the pro- 
vision of new building had been considered f?-on, the beginning, the 
sawng of time in initiating action in this regard would have been 
three months i.e. from July to September, 1958. The Committee are 
unable to accept this view. As the equipment was of a highly techni- 
cal and spedalised nature of which the Air Force had no experience, 
enquiries should have been made from suppliers before plac- 
ing the final order regarding the building required for its 
installation. The Cornntittee are surprised how the Air Head- 
quarten- thought that the equipment could be installed in 
the existing buildlng and rushed to place an operational 
indent. The indent should have bee78 planned in such a 
munner that the equipment was received by abwt  the time the build- 
ings were ready for its installation. The Committee are also con- 
cerned over the delap in the construction of the building part ly due to 
d e b  in according administrative approval, which was stated to be 
un&r investigation. They would like to be informed about the result 
of investigation. 

[S. No. 40 of Appendix I1 to 4th Report (Third Lok Sabha)]. 

The Test Rig is a specialised equipment but the specifications 
drawn by Air Headquarters for the Test Rig were broad-based, so 
that the equipment of more than one manufacturer could be consi- 
dered. Normally, manufacturers of equipment of this nature, do not 
provide detailed information on building lay-out, construction etc., 
until an order has been placed on them. 

2. Within a week of the finalisation of the contract in September 
1956, information on this point was requested by Air Headquarters 
and on receipt of this information, all possible action was taken by 
them to initiate Works Services for installation of this Test Rig. It 
is unfortunate that this work turned out to be more complicated than 
originally visualised in good faith. 

3. The question of delay in (i) according administrative approval 
for the construction of the building and (ii) installing Rigs has been 
examined. It is admitted that delays in this project ' cannot be wmL* 
dered as reasonable. Investigation into the delaya has baen Mtiatd 



and AaPl d t a  will be corn-- to the PAC. in due course. 
Meanwhile, fnrtnrctions streamlining the procedure for placing ope- 
rational indenk have been issued by Air Headquarters vide their 
Oface Inrtruction No. 2/64 dated 28-1-1964 (copy enclosed). In order 
to obviate such delays and also to maintain a proper check on the 
p r o m  of works, the period within which the work is to be com- 
pleted har now to be indicated in all Administrative apprwskl. 

4. Director of Audit, Defence Services, has seen, 
[U.O. No. F. 4(42) /62/D (Air. 1) dated 167-1965]. 

Odllw Instrucliom No. 2/64 
Need for Pruper Phnning Before initiating Procurement of Costly 

Equipment 

At the instance of the concerned user Directorate an operational 
indent was raised on the D.G.I.S.D. in 1958 for a costly equipment of 
highly technical and specialised nature. The equipment was receiv- 
dl by the delivery date stipulated in the indent, but it could not be 
installed and put into use, since appropriate action was not initiated 
to get the existing building suitably modifled to house the equipment. 
As a result, the machinery remained unused for more than two years 
causing avoidable locking up of huge capital. 

2. This procurement of equipment was reflected in the Audit 
Report, Defence Services 1962 and was severely criticised by the 
Public Accounts Committee who felt that the indent should have 
been planned in such a manner that the equipment was received by 
about the time the buildings were ready for its installation. 

3. To avoid non-utilisation of costly equipment, user Directorates 
in future, before asking the Directorate of Equipment to procure any 
costly item from abroad, are to liaise with the other concerned Direc- 
torates and ensure that all necessary arrangements/facilities,,'works 
services/technical knowledge etc., required for the use of the  cquip- 
ment, are provided within the period of delivery stipulated in the 
indent so that the equipment is put to use immediately on receipt. 

Sd1-J. S. SODHI, 
Wg. Cdr. 

fot Air OFcer i l c  Administration. 
ReP: Air H8/20704/7/ORG. 
Date: Wth Jan. 1964. 
Distribution: All Dtes/Sections, Air HQrs. 



T h s ~ r v g r c t t h a t t h i r i r o u o t l U t c a s a o f l c r d s o f ~  
plcrnhg grid f m d g k t  nrultfng in thu eqtdpmm costing Rs. 7-54 
lcJchrrcancm#ng . . unused fot 2 ycars. The represeutatiue of tho Air 
Jhdqwtm a r p r c d  the oiczo that con, if tbe question of the pro. 
otion of new building had been cowidemd from the beginning, the 
siamng of time in initiating action in thit ngord would haw been 
three months ic., from July to September, 186& The Committee are 

srMble to accept tMt  view. A t  the merit waa of a higMv kchni- 
dadrpecicrkedMhueoftohkhthe A i r F ~ h u d n o ~ ,  
.cILQuirics shouM hove been mode from 1 u p p k ~ 8  before placing the 
final order reganling the building required for its instalktion. The 

Committee are aurpristd how the Air Headquarters thought tW the 
equipment could be installed in the existing buildtng and w h e d  to 

p k e  on opmttitmal indint. The indent should ham been plcrnned 
in such a manner that the equipment toos teceaued by about the 
time the buSding8 were r e d y  for inatdhtion. The Committee are 
orlso concerned over the delay in the comtn~t ion of the building 
partly due to delq in according administrative approvtrl, which was 
ttated tP he under inwstigation They would l i b  to be informed 
about the result of investigation. 

[S. No. 40 of Appendix I1 to 4th Report (Third Lok Sabha)] 

In construction of the Ministry of Defence OfRce Memorandum 
No. 11 (7) 162 I D  (Budget), dated 21st July, 1965, forwarding 40 copies 
of a note on the recommendation at Serial No. 40 of Appendix II to 
Public Accounts Committee-Fourth Report (Third Lok Ssbha)- 
Appropriation Accounts (Defence Services) 1960-61 and Audit Re- 
port (Defence Services) 1962, it may be stated that the Court of 
Inquiry in which was ordered to investigate into the delay in the 
construction of the building and installing Rigs for testing overhauled 
fuel pumps of aero-engines, has not held any individual responsible 
for the delay in question. The Court of Inquiry has arrived at this 
conclusion after taking into account all the factom which have con- 
tributed to the delay. However, the Court observed that the equip- 
ment viz., the fuel system test rigs and the water chilling plant is a 
highly complicated piece of equipment and the delay in its installa- 
tion and putting into commission under the existing service condi- 
tions and procedures was unavoidable and has to be accepted. There 
were three independent agencies involved for this particular project, 
viz., Air Headquarters, E-in-C's Branch, Army Headquarter8 and 
C.W.E., Kanpur. Every agency which was responsible for the com- 



2 l'he Court of Inquiry h v e  made the following recommends- 
thnu to ovoid rbcuhtvrnbc af dQbya in the execution of similar projects 
in hltu~:- 

(i) Constitution of a project team for all wch projccta m e d  
with certdn specified powers; 

(it) tntmiuction of a rystem under which users will be the 
main agency responsible for a particular project with 
overall control on all the aspects of the projects including 
the civil works; and 

(iii) issue of a directive detailing the procedure to be followed 
from the initiation of a project upto its completion. 

9. Action on the above recammendations is being taken by Air 
Headquarters separately. 

4. Director of Audit Defence Services has seen. 
[U.O. No. F.4 (42) /Be,kD(&I), dated 12th Nov. 19651. 

The Conmtttee corosidrr that iwegdurities an this case appear to 
be &ow. They would like to know the final outcome of the inwsti- 
goticmu a d  the action &ken against the persons concerned. 

[S, No. 42 of Appendix I1 to 4th Report (Third Lok Sabha)]. 

In the last no* sent to the Committee under O.M. No. 11 (7) /62/D 
(Budget) dated the 9th November, 1964, it was mentioned that the 
reconvened Court of Inquiry had come to the conclusion that OiBcer 
Commanding, 2 Salvage Unit, Suranussi was to be blamed for not 
having kept the stores under dispute segregated till the finalisation 
of the case and that further action in pursuance of the findings of the 
Court of Inquiry was in progress 

The pmc- of the Court of Inquiry have been examined by 
the Government in oQnaudtation with Army Heedquartem 



Court of Ibpuiry clearly sstrbU&d that the bfhk 
C a l O l C C b a d C l f r t N ~ ~ ~ b y 8 ~ y c o n s ) l t U k l Y  
amdexnmtion Board d that the stoma so condemned by the udt 
mre puixm NCC stona and did not b a r  oay d e r  condemnatioa 
marks, seals or salvage stamps. In so far as the Salvage Unit was 
concerned, the 0. C. Salvage Depot had only a suspicion that soma 
of the stores rece~ved from SIMLA Indep, Co. NCC were fn>m Kabadi 
Market. This suspicion was, subsequently removed on receipt of a 
reply from the despatching unit that the stores were the ones c o r ~  
demned by a properly c-tltuted condewt ion  Board. The 0. C. 
Savage Depot, therefore, ordered the stores in question to be merged 
with the working stock and the case to be closed. This was c 
case of difference of opinion betwoen the despatching unit and ,the 
Savage Unit, that was eventually settled on the matter being satisfac- 
torily explained by the despatching unit. There was no malafide 
intention on anybody's part. The Central Vigilance Comnlission to 
whom the case was referred for advice have stated that no discipli- 
nary a"dion is necessary or justifled against the OWcer Commanding, 
2 Salvage Unit, Surannussi. The Government have accepted this 
advice. 

D.A.D.S. has seen. 

[U.O. No. 13 (37) :64\D (GS.IV) dated the 16th November, 19651. 

(i) While the committee were assured by the Secretaries of the 
Ministries of Defence, Works, Housing and Rehabilitation that difi- 
culties experienced in the use of Komatsu tractcrrs in the Danda- 
karanya Project were of the nature of teething troubles, they feel 
that these could have been largely avoided with better planning and 
forethought. They also feel that these "teething troubles" have 
Zasted a little too long. Te Controller General of Defence Production 
admitted that the operating conditions in Dandakaranga were not 
foreseen at the time of placing the order for tractors. The Committee 
are, therefore, of the view that the tests of tractors conducted a t  
Kirkee in December, 1958 were not quite adequate. As these types 
of tractors were not .used in this country before, q .  would 
have been advisable to put them to intensive tests in the 
various parts of the country having digerent soil conditions where 
these were actually reuired to be operated, before entering into this 
contract. The Minktry of Defence could b e  abo barneted thevw 
&wes from the experience of the operations of ttuctovg of 



Noted for futuse guidance. 

(ii) The Committee me nrtprcled that errm thc typs of Lub+icatior, 
d r c c ~ m ~ j s t t h e t r o e t o r c n g i r ~ i n t h e d ~ t n D o ~  
kcrranya waa uwitabte and that no preuentivt mcrintmance ryrtem 
was worked out by the DGOF and the Project Authorities. 

[S. No. 1 (ii) of Appendix III to 11 th Report, 1il62-63 1. 

The following are the three typea of oil available in the market- 
(a) Ordinary Heavy Duty Oil. 
(b) Series I oils for use in Diesel engines. 
\(c) Series I11 oils for use in Diesel engines more particularly 

fn earth-moving equipment.. The oil recommended by 
Komatsu was of the first type. Series I11 oil, which is by 
far the b a t  but more expensive, was recommended by the 
TCM expert Shri Koken and was adopted later. In this. 
sense. the lubrication oil as initially recommended by Mis 
Komatsu was unsuitable under the conditions prevailing 
at Dandakaranya. It is true that initially no preventive 
maintenance system was worked out by the D.G.O.F. or 
the Dandakaranya F'roject authorities. It was at the sug- 
gestion of the TCM expert, Mr. Koken, that a proper pre- 
ventive maintenance scheme on the lines of Neyveli 
Lignite Project was worked out by the D.G.O.F. and sent 
to the Project Authorities for introduction. This scheme 
has since been introduced in the Dandakaranya Project. 

Recommendation 
(iii) The Committee are glad that the controversy over the alleg- 

*d mishandling of Komatsu tractors in the Dandakaranya Project 
L now a closed chapter. The experts who investigated into this, came 
to  a deAnite conclusion that there was "no evidence of ddberate  
abuse or miahandling of these machinen." The Committee hope that 
with the efbcting of the modifications in the tractors and preventive 



~~ &me, rs suggcatcd by the experts, initial acultia~& 
wbkrh occured in the Daadolcaranya Project would be ovacome. 

[S, No. 1 (ti!) of Appendix I11 to l l th  Report 1982-633. 

The preventive maintenance scheme worked out by the Director 
General Ordnance Factories, has already been introduced in the 
Dandakaranya Project. Out of the modifications suggested by TCM 
experts W e e n  July, 1960 and February 1961, certain modifications 
have already been carried out to the tractors supplied to D.D.A. and 
with the carrying out of these modifications, the petformance of trac- 
tors has improved appreciably. The remaining modifications which 
have not yet been carried out are being investigated further- 
The D.A.D.S. has seen. 

Recommendation 

The Committee feel concerned over the failure of the overhauled 
engines. They desire that early steps s b u l d  be taken to repair these 
engines and the reasons for their failure should be investigated into. 
The Committee note with satisfaction that the DGOF has switched 
over to thc use of  Komatsu engines. 

[S. No. 2 of Appendix I11 to l l th Report 1962-633 

ACTION TAKW 

The reasons for the failure of the overhauled engines were inves 
tigated in January 1964 by a team of officers consisting of the repre- 
sentatives of Dandakaranya Development Authority, the D.G.O.F. 
and Corps of Electrical and Mechanical Engineers. The team had sub- 
mitted its report. 

The report called for laboratory test, metallurigkal analysis of 
the sample of used sump oil, piston equipment and a crank shaft. La- 
boratory tests of the first two items have been completed. 

The reasons for the failure of the overhauled Mitsubishi engines 
were further investigated by the Engineers of D.D.A. (now Rehabill- 
tation Reclamation Organisation) during the working session 1964- 
65, In view of the test observations and investigations made by the. 
engineers of the FRO and the earlier report of the Board of Technical 
OBBcers, the reasons for the premature failure of the overhauled en- 
gines and steps to be taken to rectify the defects were again discus- 
sed in a meeting $between the DGOF and the Secretary, Ministry of: 



libhtMlttmtkrn on 17th Augmt lB6S rrhsn it war decided W i41 wm 
notnsaas*rytoarryarthnt:hcrkrvcatlpth,~ Oatktbaah a4 
Cha Investigation already carried out, it was dedded to replacc the 
crakshaft, piston rings and bearings to overcome the present difltt- 

*all  tien. 

. The D.A.D.S. has e n .  

The Committee view with concern loss of cOtldiderabLe tractor 
hurt on the jhrt of tractors during the year 1960-61. Thsy, how- 
ever, note that there was a rema~kable decrease in the lots of work- 
ing hours on rhese tractors during the year 1961-62. They hope that 
the position would further improve in the future pears- 

[S. No. 3 of Appendix I11 to 11th Report-1962-633. 

NOTED.-The number of tractor hours lost in the first and second 
'lots of Komatsu tractors during the years 1962-63 a n d  1963-64, as fur- 
,nlshcd bv the D.D.A. is as follows:- 

Tractor hours lost due to 
breaktiown. 

Komatsu, r & 6 10,127.4 9.244'6 
First I t .  & 5 . 10,127 - 4  9.244.6 

Komqtw. 
Second lot 7,8 ~ n d  9, . 10,129 ' 5  6.691.4 

roand X I .  1c.r 19.5 6,691 . 4  
- -- - -- - - - - 

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

Recommendation 

(a) The Committee are unhuppy over the deluys i n  supply o j  
spare parts, for want of which considerable tractor hours were lost 
in the Dandakaranya Project. The Committee hope that with the set- 
4ing up of a Bank of Spare Parts, difFculties in the supply position 
.of sptares would be overcome. The Dandukaranya Project Authorities 
rhould aim, or1 their part, intimate their fuU requirements of spares 
reasanably in advance. 1 

IS. No. 4(i) of Appendix I11 to 11th RepM (1952-a).] 



With the setting up of a Bank of w e  Parts of tractors in July, 
1961 initial difiicdties in the supply podtion of spares have been 

-overcome to a large extent. 

pL.caakmsad8tJon 

(ii) The Committee understand that indrgenotcs ptoducth of 40 
per cent (according to  Audit the figure is about 34 per cent) of pod8 
had been achieved. In a year's time further increase of 15 per Cent 
of the components is expected to be secured from trade. The Corn- 
mittee desire that priority should be given to the manufactute of 
fast moteng parts in order to obviate dificdties in  meeting the re- 
quirements of users and to save more foreign exchange. 

IS. No. 4 ( i i )  of Appendix I11 to 11th Report (1962-63).] 

Acnolv TAKEN 

NOTED.-Efforts are being made to furthrr increase the indigenous 
content of tractors by obtaining assistance from the civil trade. Indi- 
genous production of the following important parts has already been 
established: - 

(a) Radiator Core Assembly for D-120 and D-80 tractors. 

(b) Steel Castings for D-120 and D-80 Track Shoes and D-80 
Track Rollers 

(c) D-120 Tracks Link Forgings. 

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

Recommendation 

The Cornmifffee note the sub-normal availability of the first lot of 
Komatsu tractors during the working seasons 1b60-61 and 1961-62 
due to frequent breakdowns. During evidence, the Secretur?] Minis- 
t r y  of W.H.&R. (Department of Rehabilitation) stated that on the 
pvesent performance Komatsu tractors were somewhat inf srior to  

-other makes and types used in  the Danrda.karanyn Project. 
[S. No. 5 of Appendix 111 to  I Ith Repnrt (1962-63) .) 

ACTION TAKEN 

It is true that there has been some trouble in the tractors sup- 
plied to the Dandakaranya Project. Certain modificationsiimprove- 
ments suggested by the TCM experts have already been carried out 



FMU % s o ~ a b i l h y  with Remarks 
Nor. rtspecc to potential 

houm. 

1 962-63 19634 

Kom+tsu Secmd 1 & 6  
Lot q Sr 5 

73 ' 9  72'7 I 961-453 
73.3 70.7 Tractors worked in 

single shih thmugh- 
out the season. Also 
t ractors rt mained 
idle for a consider- 
able pcricd bo*h at 
Pardkotc & Malkan- 
giri due to want of 
land. 

87.0 84.6 1963-64 . 73 .o 78.5 Tractors worked in 
single shift through- 
out the season. Also 
tractors rcmained 
idle far ccr s;dr rable 
period at Malkan- 
giri for want of land 

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

The Committee would like to knao in due course the total extra 
expenditure incutred by the D.G.O.F. on repaiys, modifications, over- 
haul etc. and whether these were within the margin provided in the 
cost of tractors. , . . .  

[S No. 6 of Appendix III to 11th Report lW-6XJ- 
ACTION TAKEN 

A sum of Rs. 3,37,161 was incurred by the D.G.O.F. on repairs, 
modifications, overhaul etc. of tractors supplied to the Danltakaranya 
Project. This amount was within the margin provided in the cost of 
tractors supplied to Dandakaranya Project Authorities. 

The DAD.S. has soen. 



CTkr COnnnQW feel coM:emed at the high operational cast of 
rtomatsu tractors rn compmed with other makes and types in  Ute in 
the Dandakartmya Project. They desire that the investigation of the 
vurious factors affecting the opemt;oranl cost of the Komatsu tmctots 
should be completed as early as possible and neceswry steps taken 
to reduce i t .  The Committee hope that the Director General, Ord-  
name Factories and Dandakarmya Detvlopment atr thorities will 
addrees themselves to this problem as the price of tractors shoutd 
correlate to tlwir opera?rovral cost. 

[So. No 7 o f  A p p c : ~ t i ~ s  111, to 11th Report (19n"L-63) j. 

ACTION TAKEN 

The question of high operational cost o f  Komatsu trnctor.; is under 
examination and all possible s~cp:; wiil be taken to reduce the same. 

The DADS. has seen. 

Recommendation 

From the tnb le  given in para 9 of the reporr, l t  Z U I ! ?  !Y swn thnt 
the percentage of indigenous conf e7tt 1 1 1  I\'oinrr tszt trnctors act~ial ly  
achieved has becn !ilgg:rtg be?:~J ! : avt:,:. pi!?cd tur!gc [: T:?e Com- 
mittee l~~ould  l i k e  the  Ministrg to nanke .rpecial ~f lor t s  to improve 
the position in this regard. 

[S. NO. 8 of ~\ppf?rld~~ 111 to 11th R?p(~rt 1962-631 

A c n o ~  TAKEN 

It is felt that there hive be? , h ~ ~ ~ l ' a l l ~  in the. indigenous content 
aga'ns: the targets. Thc shr.rtfsl! d ~ ~ r i n g  thc 5rr;t two years was 
due to  the import of tractors with minor deletions to meet the urgent 
requirement.; of the .ndmtorx 2nd +!IF mnrufactutc  of a'tachments 
which were not originally planned because i t  was originally felt that 
civil assistance may be forthcoming in the supply of attachments. 
During the third year of manufacture the reasons for the shortfall 
in indigenous content are that Komatsu intimated to the DGOF 
change of model and for which new model/drawings had to be ob- 
tained and production planned. Government also decided during 
this period to accept the D-50 tractors in lieu of the D-40 the manu- 
facture of which was discontinued. This naturally had an effect an 
the indigenous content. Besides when the proposal for manufacture 
@ @actors was submitted to the Government i t  was anticipated that  
by 1962 civil industry would establish the indigenous manufacture 



of a suitable Diesel Engine which could bt installed in the Sapnu- 
tractors. Th& anticipation has not been realieed. Recently, an a- 
meat has been concluded for the manufacture in India of the Com- 
mins range of engines by M/s Kirloskar and our advice is that the 
Commins engines could be satisfactorily installed in the Komatsu 
tractors. Whcn this happens an additional 25 to 30 per cent of the 
value of tractors would be indigenous. Investigations are also being 
made of the pos:ibility of getting certain components made in the 
civil sector. If this succeeds, there will be a further increase in the 
fndlgcnous content. 

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

Ta sum up, the un-satisfactory features brought out an the 
Gomatsu tractor project are:-the rather prolonged "teething 
troubles" leading to heavy lo:ss of tractor hours which may, to some 
extent, be attributed to the mitial dccrsion to enter into n coi~tract 
with the Japanese firm merely after a study of the technical 
wecificnt ions but without adequate trials i n  this country. 

A team was sent subsequently to Japan to satisfy thenselves 
about the production capacity of t h e  firm, quality control and other 
related matters. 

[S. No. 9(1) of Appendix 111 to 11th Report (1962/63)]. 

As already explained to the Public Accounts Committee when- 
ever any new equipment is introduced "teething troubles" are 
bound to arise. These "te~thing troubles" rcsultmg in loss of tractor 
hours cannot, however, b:! attributed to the defective design, work- 
manship of Komatsu tractors wh'ch are as hardy as Caterpillar 
tractors. The loss in working hours was due to the severe operat- 
ing conditjons in Dandakamnya. 

Details of tractors hours lost on the Komatsu first and second 
lots of tractors during 1962-63 and 1963-64, as furnished by the DDA, 
are given below: - - -- -- - -. 

FhlU Nos. Tractors hours lost 

1962-63 1963-64 

18t lot . . 1636 . 10,127-4 9944.6 
4 & 5  . 10,127'4 9%-6 

a d  lot . 7,8&9 . 10,129.5 6,691.4 
ro& rr . 10,129.5 6,69104 



(2)the inability to achieve a savitag in foreign excbnga to th.  
.extent envisaged, one of the major factors being the slow pqrerr, 
archbed in improving the indigenous content of the tractots. 

[S. No. 9 (2 )  of Appendix In to 11th Report (19624q)I 

It is true that there has been a shortfall in the indigenous con- 
tent. Investigations are, however, being made of the possibility of 
obtaining certain components from the civil sector. If this succeeds, 
there will be further increase in the indigenous content. 

Recommendation 

(3) The discovery of serious ~nechanical defects in the tractor8 
particularly the failure of the Mitsubishi Engines and the prenraturo 
breakdown of 12 of them even after overhaul. 

[S. No. Q ( 3 )  Appx. 111 to l l th  Report (1962-63)] 

ACTION TAKEN 

Premature failure of the overhauled engines have been investi- 
gated an3 steps are being taken to rectify the defects. 

Recommendation 

(4) The non-establishment of an adequate servicing and main- 
tenance organisation for a period of some years. 

[ S .  No. 9 (4) -Appx. 111 to 11 th Report (1962-63)] 

The existing servicing and maintenance Organisation is under 
review. 

Recommendation 

15) The prolonged controversy between the Ministry of Work%, 
Housing and Rehabilitation and Defence which has taken an u~rduly 
long time to settle regarding the causes of the defects in the tractor8 
wed in Dand akaranya. 

* IS. No. 9(5) of Appendix 111 to 11th Report (1962-63)] 



Out of the modifications in tractors suggested by TCM exptrts 
between July 1960 and February l W l ,  certain modrficationdimp~cve- 
ments h n v ~  already been carricd out and with carrying out of those 
mr~ificetims~imprwcmcnts, the performance of the tractors has 
improved appreciably. The remaining modifications yet to be 
carried out arc* being fnvestigated further. 

Recommendation 
(6) The hlgh operc1t:nnnl cost of the Korrwtsu tractors which 

#till anonit investigntion and rcmcciial action. 
[S. No. O(6) of Appendix 111 to llth Report (1962-83)]. 

Thc qucstlon of hlgh operatiorial cost elf Komatsu tractor3 will 
be investigated and i f  nrvessary. steps will be taken to rcduce i t .  

The D. A .  D. S has wen. 

Recommendation 

We are trying 10 accelerate the progress of tractor ma~lifacture 
in the Ordnance Factories without impairing the production af 
vital Defence Stores. Simultaneouslp, steps arc being taken to 
secure increased trade assistance in the manufacture of tractor com- 
ponents. The extent of the augmentation of production wiXl, how- 
~yer ,  depend mainly on the quantum of trade assistance that - 



be matie av.i&bla thcamry precsrutkmarg measures will be taken 
to obriote didocstlan In productfon of trecOor& 

The D.AD.S. has seen. 

Recommendation 

The Committee are not satisfied with the e;eplanation fot non-re- 
obian of requireme~tts before plarw~g the final order iic view of the 
jact tkat changes an the scale3 o/ 'A' twhrclcs had been notified by the 
D'rector of Electrical and Blecha~l cat Eirgirieeritlg bg Dscembe+, 
1937. Cousidcrn~g tlrat a bulk order !or spares had been placed on the 
bavis of t h e  rez*iew condttc:t*d - 1  19.56, tlre rev,sin!r of rrqrtirements on 
the basis of revised scnlr? v'lr)*::il 'I :v bcvn u~:c-l tvrtc~kt~,l  ilk December, 
1957 and the final contracr 0.1 the f i rm  sltor~ld f - r ~ ? ,  . 'I.~:.I, dcfivred lill 
tlre revised firm reqlirrernent.s had brcv worked orit. The smtrtion of 
Government for an mtemedlaft. rcriew (ti*hich tiws g h ~ n  in Jan. 
1958) could also hare beet) e.rpedited The t v r ? ~  Jnct  that nftcr placing 
the contract, the D.O.S. tras ai,Ie to co~rlplete a sprcinl rcrlic.117 within 
four weeXs, indicates ?hut srrch n rcwc'w u9a9 newwtrry and c01i16E 
hatw heen con~eniently trt~tkrrnkrn kcforr plarling the final order. The 
(lommittc~ tmderstnnd .from Alcclit thnt in pur!-mnce o/ tlr c rccom- 
~neltdatton of t h e  Sprcial Comrni'trc', a cow71rcttet~ w n v  :et trp in April, 
1962 to cramtnc nll a s p w s  of proviuinnmg to;th pnrt iculnr rcfcrcnce 
ro provmonitcg of spares !or ' A '  clnd 'D' vc*llic.?es.. The Cor)~milfee 
w01:ld like to know the rcur c71!ral weasul-e szqgrstcd 1 q  this dcpurt- 
mental con1 mittee and ac!io~r t a  l : o r  to sl reflntl,ne the  existing pro- 
1 3  sbouing procedure. 
[ S .  So. 11 of ;lppendix IT1 t o  11th Iicxpnrt ('I'h:rd Lok Sabha)-Part I]. 

ACTION TAKEN 

Noted. 

2. In Aptil 1962, thc  M ~ n i s k y  of Defence had set up a Committee- 
t hc. T'.'Ln:stry of Defence Provisioning Committee-to ~onrluct a detail- 
cd study of the system followed Yur the prov~sior~lng of stores for the 
Services. This Cumm~tlcc was set up in pursuance of a recommenda- 
tian of the Committee of Secretaries which examined the contract for 
the supply af Mechanical Transport Spares. 

The Committee had its first meeting on 23rd April 1962 and held 
teq meetings in all during the period from April 1962 to October 1002. 
The Emergency in October 1962 and the events which followed did 
not permit any further attention by the members to the task of the 
Committee. The last meeting was held on 4th October 19$2. There- 
after, until recently the discussions were suspended. 



a .mCommtt ta  tharmttduringlB848ndrubmittcd~drrrt 
Report to the Govenunent in Ikcember 1961. In thb report, tbt Corn 
mittee made an andyslr of certain important aspects of tbe existing 
provisioning system and suggested that the existing provisioning 
polides and technfques required significant modifications which could 
be decided upon only after a comprehensive systems analysis had 
been carried out. That Committee recommended that the system 
analysis should be undertaken by a Team specially constituted for the 
purpose and staffed primarily by personnel drawn from Zhe provision- 
ing elements of the three Services supported by personnel from other 
agencies concerned with provisioning/procurement of stoma and 
equipment. 

4. The above recommendation was considered by the Ministry of 
Defence and it was decided in June 65 that a Sub-committee for 
carrying out a detailed study of the existing provisioning system in 
the three Services and allied Organisntions should be constituted. The 
constitution, composition end terms of reference of the Sub-Commit- 
tee are indicated in this Ministry's Office Memorandum. No. The 
Sub-Cornmitee will render a report to the Ministry of Defence 
Provisioning Committee for consideration. Thereafter. the Ministry 
of Defence Provisioning Committee would make its final rccommen- 
dations in rcgard to the action to be taken to streamline the existing 
provisioning procedure in the three Services and allied Organisations. 
A further note indicating the final action taken in streamlining the 
existing provisioning procedure will be submitted to the Committee 
in due course. 

5. DADS has aeen. 

fv.0. No. F. 29 (17) /63/D (0-1) , dated 4-9-1965] 

DEPARTMENT OF SUPPLY & TECHNICAL DEVELOPMENT 

Recommendation 

The Committee consider the deletion of "Refer India" items ftom 
the contracts as unjwtiwble in view of the fact thut the whole 
transaction was a package deal. The Committee would like to be 
informed of the outcome of the inquiry into the matter as suggested 
by the Special Committee. 

[S. No. 16 of Appendix III to Part I of 11th Report (TbM Lok 
Sabha] 



It will be recalled that in Chapter 111 of their Report, the S@l 
Committee of Secretaries had made a mention of certain items known 
and could haw been conveniently undertaken before placing the 
as the "Refer India" items which were obtained from the supplying 
firm a t  prices in excess of those originally quoted by them. The 
C ~ m i t t e e  had desired that further enquiries should be made t o  
ascertain which of the items were referred to India and which of 
them were subsequently procured at higher prices. 

2. In a note dated 7th December, 1961, the Ministry of Defence had 
stated that the matter had been taken up with the Ministry of Work.<, 
Housing & Supply (Now Department of Supply & Technical Develop - 
ment) and the India Supply Mission, Washington and the positim in 
regard to these items would be intimated later on. The enquiry has 
now been completed by this Department and the position is explained 
in the subsequent paragraphs. 

3. "Refer India" items were those where the firm rcpresented to  
the India Supply Mission that the quotation? given by the firm to the 
Negotiating Committee were on the low side and had been submitted 
in error and should be revised upwards. The number of items was 38. 
The India Supply Misslon agreed to convey the firm's rcprcsentat on 
to the Mmistry of Defence for consideration and the firm &greed to 
abide by the decision of tha t  Ministry. Of these 36 items 14 related 
to 'A' vehicle spares and 22 to 'B' vehicle spares. As n result of in- 
vestigat~ons it has been found that it was only in respect of 5 i t e m  
that the prices actually paid were higher than the agreed prices. 

4. In the case of one of these 5 items, initially a sum of $2 w m  
paid in excess, of which refund was later on obtained from the Arm.  

In respect of another item, it was found that the quantity obtain- 
ed at  higher prices was an additional requirement of the Ministry of 
Defence , i.e. over and above that already procured at the agreed rat. 
and, therefore, the firm was not bound to supply the sdditional quan- 
tity a t  the original price. 

Of the remaining 3 items, in one case, there was some misunder- 
wtanding as the instructions iasued by the Army Headquarters to tho 
India Supply Mission gave the impression that the quantities repre- 
m t e d  their additional requirements. The Mission, therefore, includ- 
ed the same in the list of additional items covered by the bulk con- 
tnct drtcd the 8th October, 1958. 



In case of the rermMng .Ipm, 1- thc India Supply W o n  have 
no doubt paid Mghm prices to the tune of a toW of $100 appro& 
m M y .  The! dctrfb d thnc ruo ivntshed helm- 

Pt. No. Qty. Hi& Agn.4 Xet rue D i m  Nnmc 
dcrig.nStioa;l pir nct rate fate at tncc of of the 

cured per unit (nct) which Cots. q Supp 
a~Ited per unit pmcu- and 5 liem. 
for hy ird 

Levy5 

5. Thc Inr!ia Strpply Miusion have explamrd that instead of n e e  
%sting tlwsr 1tc131.i rnrlwducilly on i ! ~  prices ong;n,llly indicated by 

F the Arm to the Negntint~n!: Cnrntnrtfcc. i t  was dec idd  td include 
%ern in the list of additional items for which fresh quotations were 
'Invited In the hope o f  f l r t t in~ rhmper pnces. Thls hope did materia- 
l isp becnust. the drtbl for stores tisalucd at $2.37.000 was ult~mately 
cntwludrd at a round figure of $2,00,000 in rcspcct of !!~tx ]!ems cover- 
ed by thr* mntrtwt of October, 1958. Though the hlission over paid 
hpprhuinmtt*ly $400 this must be set of7 against the total gain of 
$37.000. (Thls aspcct of prc.urerncnt through open-tender is men- 
tioned by thr Spwiul Cnmmittcv of Scerettlries in Chapter I1 of their 
-part). 
;. 6, The Minktry of Dc'fcncc and the D.A.D.S. have seen 

'?he Camptroller k Auditor Cencral suggested that. ifi eases of 
Trojects inbolving outlay in forcr'p exchange the Ministry might, In 
tJ$e light of their experience as to the mailaMiity of fmign 
exchange and the propesr of expenditurr on Pldjkts, irripolc a 
jump sum cut on the origlna12eJtlm~ttp ComimWe * * ' Bit* mc 
Ministry of Defence to examine, in'- & t . k " b ' u  



oi Finmce, the question d karphmmt&g this suggestion of the 
Comptroller & Auditor General at an early date. 
fs. No. 2 of Appendix VTT to 17th Report mird  I& Sabhs) 1 

3. It may, howevw. !w rncqt ,n?~ .  1 f i t 7 1  w h i b  fwminq thc  budget, 
the likelihood of rn3ter?a!is,ltinq :)f ~ ~ y v l i f  I I W  is trrk~n into accrrunttl 
to the extent possible, in tho J I ~ ' I ~  of pwt exprricnre, rq?ntdf@ 
belated deliveries, non-ava;labititv of supplies ~ t c .  and cc?rtq** k u1 

cuts are in fact made f m  thr rrfhnatcs fur~irhctl by the*;S"d 
Headquarters, before t ! ~  Rud;:ct Estirnatcs a r -  finnlisc~d by the Min- 
istry of Defence, in consultcltion with the ?&inistry of Financr. While 
framing future budget citimntes, the q u ~ n t u m  of cuts will be re-' 
viewed and varied suitabIy keeping in view the actual short f a t g  
&ksing out of nan-materialisation of stores in the past ye-. 



Th. Committee are unublc to understand why the instructLont 
iuurd by the Minhtty of Finance in 1958, puttwn2 to the re#m- 
mrndation of this Committee ma& in their 8th Report (Second Lak 
Subhu), according to which in cares where a final &cision had not 
been token, onlg a token ptovition should be made, drwld not hcve 
been ma& oppltcable to the Defence Expenditure. The Committee 
da8ire that thu should nour be done without &by. 

[S. No. 3 of Appendix VII to 17th Report (Third Lok Sabb)] .  

The relevant portions of thc tnstructions issued by the Ministry 
of Finance in thcir O.M. No. F. 9 (5) -E (Coord) /58 dated the 18th 
August, 1958, arc reproduced bc>low:-- 

2. " (c) For spec~fic schemes and pwjccts which have already been 
-mined 12 r i ~ t n i l  bv I h r  Fin:iwr. hltn~stry and sanctioned, budget 
;frrlllt)visfon will bc madc on t h ~  Imls of thc cst~mated requirements 
d the odministr:~tl\*(b M tnistric. , u~ltlcr thc usual sub-heads. 

/(d) For new works projects, budget provision will not be con- 
" # d a d  except for schcrnrs for which ndministratlve approval has 
llplsn accorded. In the case of large projects, the scope and the cost 
bf which have been acccplcd as u whole, administrative approval "m be accorded in stagcs for d~flerent portions of the project, if 
ntmwiary. The budget provision in any particular year w ~ l l ,  how- 
ever, be based on the actual rcquircments of the year. Provision 
will be made under the usual sub-heads in the budget. 

(e) For New schemes, other than purely 'works' projects, provi- 
don will be made in the budget only on the basis of a broad picture 

, of requirements in suit:iblc details furnished by the administrative 
4$lllEntrtries *r and accepted by Finance. The details required for this 

w sct out in the form attached (Annexure 'A'). pPrposc a- 
(f) No lump sum provision will be made in the budget except 

for minor works and for petty temporary establishments. Where a 
new scheme is planned to be taken up in the budget year which has 
been accepted in principle and for which details are not available, 
budget provision will be limited to the requirements for preliminary 
expenses m d  for such initial outlav as for example, on collection of 

d t m e m t  of rkeltan staff etc." 



2. while the pnwisions of the OM. of 18th August 1958, in parti- 
cular the malting only of a token provision against schemes yet to 
be sanctioned, have not been specifically extended to the Mhiistry 
of Defence, it may be stated that wery attempt has since been made 
to follow such a principle. 

- 
3. In formulating the capital works budget Inter-services Works 

Priorit:; Committee goes into details of the works in progress, ndW 
works sanctioned but to be executed in the succeeding financial 
year and the value of works under consideration. For the works 
and the works already sanctioned but are to be executed in the 
succeeding years, budget provision is made with reference to the 
requirements of funds as indicated by the Engineering authorities 
In reqxct of the works under consideration, which are not snnc- 
tioned upto the time of the formulation of budget, only a small 
provision is made. The size of the provision is dctcrmincd, with 
reference to an appreciation regarding the stage of the sanction of 
the projects. Subsequently, even the overall amounts arrived at 
in this mannrr are subject to further lump sum cuts. However, it 
woula appear that there is scope for further refinement in respect of 
this appreciation. 

4. I n  regard to other items under 'Capital', mainly relating to 
Plant and hlachincry, the  shortfalls occur mostly due to unccr- 
tainties in delivery. There is general owarenss o'f this and conserva- 
tive estimates arc adapted on such item.. Further, the lump sum cute 
referred to earlier applies to these provisions also. However, since 
shortfalls occur in spite of these precautions, greater care would. 
heweforth be taken. 4! 

5. Under 'Revenue', cases of budget provision required to be made- 
on new schemes would be very few compared to those under 
'Capital'. The provision for new schemes is scrutinised by the Min- 
istry of Defence separately along with the branches proposing the 
estimates and the Ministry of Finance (Defence). After all this ir 
gone through, the estimates are finalised. Even after this, Ministry4 
of Finance impwe ad hoe cuts on the finalised 'Revenue' estimates 
(Rs. 20 c r o w  during 1964-65). All these should narrow down, as% 
far as possible, the scope of over-provisioning in the budget. The 
fact that saving still occur point to the necessity of still greater 
accuracy in such cases. 

6. In the framing of future estimates, particular attention would 
be directed against the provision suggested for new 11chane8, both 
under %venue9 and 'Capital*. 

7. DADS. hm seen 



2. The romnrks of this I,li!?l.;t ry wt.it!l rcgnrd to  the point:: men- 
t)mt?d nre as follows:-- 

( 1 )  Provision of fire fighting facilities: 

It 1s e.grccd that mnny of thc complicatinns which arm- subse- 
quently and the d+lny rcwlt:ng f r o m  t ! - ! ~  ob , r:r,lti,t:l, c, i  the Fire 
IMvi.ser regarding the suitnbility oT the site could h:tve b w : ~  avoided, 
had the Fire Advisw h ~ c n  associat~d with thc Plnnning of the sche21e 
&@om the initial s t ~ ~ e s .  Since hnwcver that clificult'es tvh'ch arose 

wme not ~nt 'c ipa t~d .  and in tht- i~bs~nrc i.f spcciflc provi ions in this 
bgd the Military ~uthoritirs did not cons'd~r the ner  s+ ty of asso- 
ciating the Fire Adviser either before the project was sanctioned or in 
the e~rlier stages of fts commencement. The military aut lor i tk  
wcm guided by Army Instn~cticn 61 of 1955 under whkh a Station 
Fire Committee recommends the fire fighting equipmetlt including 
wakr static tanks neces-ary for an irwtallatim According to this 
Army Instruction, no major fire fighting equipment is to be natmg.w 
authorised to a depot whose total holdings do not exqev ,5@,gC0 
gallons. The need for providing extra precuation against r'iel; of 



fire was appreciated and in March, 1958 the Station Rim CanwUUu 
rrrcommcnded fire fighting equipment including water static tanks 
fm %he depot b view of the praximity to the Railway line and 1- 
8bd.  Tbe quWon w a s  re-examined in November, 1959 in the light 
d Inetrucbolu contained in A m y  Headquarters letter No. 96597101 
(D) of 1&11-1958 and they recommended the provision of 2~10,000 
gallons, tanks after approval by thc Assistarlt Inspector, Fire Servxes, 
Headquarters, Eastern Command in June 1960. The provision of two 
fire fighting Tanks was sanctioned on the 29th July, 1961 by the Head- 
quarters U.P. Area vide letter ?J ). 221003 '59!Q3W of 29th July, 1960. 
These tanks were completed in December, 1961 nnd the Bulk Pctru- 
lcum Installution was ordered to be commissicmcd in January, 1962. 

In November. 1961 when thr ;Fir.? fighting arrangements were in 
an advanced stage of complct~nn, Firc Adviser, Ministry of Dcfcnce 
was requested to approve the nuthorisation of thc fire crrw at reduc- 
ed scale to man the Tra;lcr Firc P u m p  already snnctiontd. On visit- 
mg the Installation, the Fire Adviser txprc:-szd doubts about the 
adequacy of firc fighting strrangymcnts and ah ut the suitability of 
the site. The Fire Adviser nlsrr made the following obsc.svations: - 

(a)  Not more t h m  10,000 gallons of P.O.L. in pack should be 
held nt the  Bulk Petrolcum lnstnllation at any one time. 

(b) Liiing accommodation for the fire sel-vice personnel should 
be provided .n t11c close pr11x:mity (11' the Installatinn. 

(c) A firc crew of 13 mrln should be provided. Action was 
taken to irqplcmm: n i l  '!w rrcomrnctidatlotls of the Fire 
Adviser and thc Bulk Pctrolcurn Installation was commis. 
s~oned by Headquarters Eastern Command on 3rd October, 
1962. It will, therefore, be seen that the Headquarten 
Eastern Command had taken action in keeping with the 
cxist.ng Army It:structionr and Orders rclating to planning 
of fire precaution and fire fight'q: ;rranpcrn* nts. The 
Installation confc)rmed to thc specific rc.?ulatinns and had ' 

also approval nf the Chicf Inspector of Explosivee, Gov- 
ernment of India. All thc eventual troul,les ccald of coume 
have been avoided if the  advice of the Fire Adviser had 
been sought in the initial stages. This was, however, not 
done. To avoid recurrence of similar situatiom in fulure, 
instructions have since been issued vide Army Headquarten 
letter No. 83097lQ3W (Polky) datcd the 8th September, 
W2 (copy enclosed) to all concerned to associgte the re- 
presentatives of the 6re &ear, wbik plrannlng petrol- 
w l l a t i ~ ~ b .  



At the time the rsah-cum-dtfag Baud ancrmbled on the aAth 
March, 19%. the representative of the Central Railway was present 
and it was agreed that Railway authorities would supply electric 
power upto 10 KW. In August, 1956, the Railway intimated their 
inability ta supply even 5 KW power. After due consideration and 
in the light of Railways attitude, it was decided in May, 1957 that the 
Installa tlon should be commissioned with diesel engine driven pump 
rcts instcad of electric motor drlven pumps. Demand for them 
pump :cts had nlre3dy been placed in March, 1056 for use a t  ASC 
Petroleum Installation at Ambala, and it was decided to divert those 
to Jhansi. These engine drlven pumps were, however, supplied by 
D.G.S. b: 1> lmly i.1 hfarrh. 1959 and the jerrican and barrel filling 
cquipmunts In October, 1959. T h ~ s  whole process for procuring the 
diesel pump sets, thcreforc, involved a considerable time. 

A l t u  erc~tlon of all the equipment, the lnstallat~on was tested, 
the tanks calibrated and then emptied and cleaned The setting up, 
connecting. calibratmg and testing was completed in December, 1960, 
and the time taken for these processes is not considered abnormal 
by the Engineers. T h e  electrification which was necessary only for 
ventilation and lighting was not in any way connected with the main 
project of 1xtallation, commissioning and operation of the installa- 
tions and was, as such, not included in the revised Administrative 
Approval accorded in February. 1960. It was, howevw, felt later on 
that electrification for lighting and ventilntion was necessary. I t  
was taken up as a separate u w k .  H e a d q ~ ~ ~ r t e r s  E a s t ~ r n  Command 
was instructed by QMG's Branch in December, 1959 to examine the 
projcct for providing electrification for lighting and ventilation only 
locelly undlrr the enhanced financial p7wers. Administrative 
Approvnl for the pro\-kion of elretricity for lighting and ventilation 
was accorded on thcl 1 l th  February. 1961 by the Headquarters Eastern 
Command at an estimated cost of Rs. 49.230. This estimate was re- 
vised to Rs. 41,315 on the 15th Junc. 1963 Thc work on electrifica- 
tion was carried out by two agcncics p r t  by cmtrnct and part by 
DEL. The contract work was commenced on 17th March. 1962 and 
complctcd on 31st January, 1963. The work on installation of gene- 
rating set was carried out by DEL after its pmcurement and was 
completed on 15th February, 1965. The work is now 100 per cent 
completed. 

It will appear from what has been stated above that the elecMA- 
cation for lighting and ventilation of the fnstallation had nothing to 
do with the delay in commissioning of the installation. The principal 



far the delay on the ground of electrifleation was f h t l y  tbe 
brcldng out of the Railways from their promise to give 10 KW paw= 
and secondly the time taken by the D.G.S. & D. in supplying the 
mecessary equipment some of which had to be imported. 

D.A.D.S. has seen. 

No. 96597/QI (D) 
ARMY IIEADQUARTERS 

(Quartermaster General's Branch) 
DHQ PO h'ew Dellti-11, 18 Not?., 58 

I\b 
Headquarters, 
Southern Command (20 copies). 
East ern Command (20 copies). 
Western Command (20 copies). 
S m u ~ ~ ~ : - F i r e  Fighting Arrangements-KLPs. 

It has been observed that rccornmendations of Station Fire Com- 
mittees/Boards of Omcers preparing Fire Fighting Schemes vary 
a great deal from one instnllation /unit to another placed under sjml- 
lar circumstances. In order to achieve as uniform a standard in 
Fire Fighting arrangements as possible, the instructions given below 
will be observed by all concerned. 

2. While the intention b not to disturb existing arrangements 
which are not in conformity with these instructions, there is no 
objection to the arrangements being brought to the standard lay 
out after carrying out necessary modifications as minor works at a 
nominal cost. 

3. Fire stations in Army ir)stallations may be classified as Main 
Fire Stations and Sub-Fire Stations. 

Main Fire Station 

4. A Fire station manned continuously, located centrally and con- 
trolling other fire stations in the same installation will be termed 
as the Main Fire Station 

Sub Fire Station 
5. Fire stations other than the Main Fire Station in tbe installa- 

will be termed as Sub-Fire Stations. 



6 *PLW for bhh Pize Statloas and Sub-Firs Stetiom lRUl ,pap 

( i )  One hay fnr each manned pump with towing vehicle 
located in the station. 

( i i )  One bay for each trailer firc pump, in addition to (i) 
ahow kcpt in the statlon. 

( i i i )  Of% r b  anti Cor:'rol Roc-,m---This should be provided with 
n tclcphonc Sminr  most person on duty will hold 
chargc! of thc* office and control room. 

(iv) Store Room. 
(v)  Hmc 1ir)ist and Drying Rack-Its design will be for- 

warded later. 
(vi) Repair Bay ( o r  room). 
(vli) R a ~ t  Roorn- " f o r  use by stnc when nut detailed on 

specific duty. 
(viii) Sanitary Anncxc with bath. WC and urinal, i f  not 

available nearby. 
(b) Sub-Fire Stution 

An in (a) above except (iii) and (iv). 

7. In cases whrrc fire stations and static water tanks are planned 
tngrthcr, i t  should be ensured that a static water tank is loca-ed as 
near the fire s t a t ~ o n  r t  fecti.,, s b  poa.,it,le. s,t that the app1;anccs f ~ o m  
that str i l i tm 1'3-1 t ,m(' i : l i r r  i i ~ t i t t ~  without lobs of time. s?lould fire 
occur in 'hc ilrcil c.o\wed by that pnrticu!as tank. This will also 
afford nc-ccw;~r-> f ;~r . i l i : :c*s f o ~  thc trsting avd maintenance of the fire 
appliances and gear 

8. Cnpncilics of s t n t ~ r  wn?rr tanks and their feedings arrange- 
ments for varinrls types of ~i~lits'i~stallations should be as under:- 



Ihrpap ~ a r a n a ~ r a ~ r  FOR STATIC WAR Tma 
9. The mmgemenbr for xep1cnfshing the static water tanks should 

be such that a static water tank, i ~ a r p e c t h  of its location and dia 
tan- from the source of water supply can k rafllled within 18 
houn. 1 . .  I 

HYDMm s~arraa 

10. Under normal circumstances, water hydrants will not be re- 
commended. However, if a hydrant system already exists, a few 
additional hydrant points can be recommended if they are economi- 
cal and convenient, and the existfng pressure and output at the 
mains permit such extension. The hydrant should be located at a 
distance of 50 feet to 75 feet from the building sought to be pro- 
tected. 

11. These instructions will be folbwed in all future planning 
constructions;, especially in KLPs. These insructions will be com- 
municated to units/inotallations through the medium of Formation 
ordera 

Sd/- P. N. HOON, 
Major. 

for Quartermaster General. 
Copy t0:- 

Ein-C's Branch. 
Q3W (Policy). 
Qe. 

Ministry of Defence Fire Adviser-reference his uo No. 494341241 
M of D/Fire Adviser, dated 3 Oct. 1958. 

No. 96597lQl (D) 
ARMY HEADQUARTERS 

(Qur-a* Ganarars IPaanch) 
DHQ PO NEW DELHI-11 

12 March, 1959 
To 

Headquartera, 
Southern Command. 
Eastern Command. 
Western Cornmead. 

Svrurcr:-Lcryout of Static water Tank in Army Store Holding Zw- 
tulkrtionr. 

1. It is observed from various siting cum recm board proceeding 
and station flre committee proceedings that static water tanks are 

817(aii) -13. 



rited on ad libitum buir. In order to bring about uniformity in all 
Army installatiom, the following instructions will be complied with 
whfk planning static water tanks in army installations:- 

(a) Gcna~d- for  021 unitn!inttullotiom in the Army: Laycut 
of the static water tanks will be so planned that the fur- 
therest building or the storage d t e  covered by a tank will 
not be at a distance greater than 600 feet. 

(b) For unik holding POL and other inflammable stores: 

( i )  The static water tanks will, as far as possible, be h a -  
ted on the windward side. 

(ii) Where dapots are located on a high ground, static water 
tanks should normally be located on a higher level so 
that the flow of burnlng petrol does not engulf the static 
water tanks causing obstruction to the fire crew in a p  
preaching the tanks for fighting fires. In case, it is not 
possible to site a static water tanks on higher level due 
to topographical considerations, such cases will be refer- 
red to this Headquarters stating whether a baffle wall is 
recommended for the static tanks or for the storage. 

(iii) Whenever inflammable liquids or solids, which liquify 
on heating, are involved, it should be ensured that they do 
not flow over to neighbouring property and endanger it 
in the case of Are. 

(iv) In bulk storage POL tanks, "Saucers" should invariably 
be provided for this purpose and standard POL stores 
should also have a baffle wall round them. 

(c) For units holding AmmunCtion~Explosives stores: Static 
water tanks and pipes feeding them should be located 
clear off the crater axpa likely to be formed by an explo- 
sion from the nearest building/shed containing explosives. 

2. The above information may please be passed down to units. 

Sd/- R. S. BUTALLA Lt. Col. 
for Quartermaster General. 

Copy to:--Q3W (South), (East), (West). (Planning) ; Q /STI--4 
copies MGOIOS-BOA, MG/MES. 
E-in-C's Branch/El (Planning). 
Min. of Def./Fire Adviser-reference his uo No. 40434124t 
M of D/Fire Adviser, dated 16 Feb. 1959. 



891 
No. 83097/Q3Worb (Policy) 
ARMY HEADQUARTERS 

(Quutcrmurter General's Brantb) 
DHQ PO NEW DELHI-11 

8 Scp. 1962. 

Headquarters, 
Southern Command (15) 
Eastern Command (15). 
We.i:ern Corn tnand (15). 

SUBJECT: -Planning of Major Works Projects. 
1. It has bcrn brought to the notice of the HQ that in certain cases 

representatives of the Fire Service Inspection Organisation have not 
been associated with the Siting of petroleum installations. As Are pre- 
vention is an important aspect in the sit.ng of such installations, it 
u imperat~ve that an offlcer of the Fire Services is invariably coop- 
ted as a member of the users' racee-cum-sitinglcosting boards con- 
vened for siting of petroleum ~nstallations. 

2. You are rtquested t o  issue suitable instructions to all concerned 
a - cordin3ly. 

Sd/-  Qwrtennastet General. 

Copy to:- 

Ql!'W). 
Q / S W .  
Q3W (South). 
Q3W (East). 
(Q3W (West). 

MINISTRY OF DEFENCE 

SUBJECT: -Public Accounts Commit tee-17th Report (Third Lok 
Sabha)-Appropriation Accounts (DS)  1961-62 and Audit Report 
(DS) 1963. 

The following amendments are made to this Ministry's note 
indicating the action taken on the recommendation of P.A.C. with 
reference to Serial No. 14 of Appendix VII of the 17th Report, for 



wudsdtothtLdr&MuSuetuiatuaQttbir  hfbWry's0.M 
NO. 11 (12) /63/D (Budget), dated the 20th July, 1963: - 

(1) In para 2 of the Note, the words "and 12-3-1659 (copy 
encloud)" may be added .fta the words "Army Head- 
quartera letter No. 96597/QI(D) dated 18-11-1958.'' 

(ii) In line 17 on page 2 of the Note the date for "29th July, 
1960" mad "29th July, 1961." 

(iii) In the penultimate sub-para on page 4 of the Note. The 
sixth sentence viz "The work on electrification was 
carried out by two agencies part by contract arad part 
by DEL" m a y  be read as- 

"The work on electrification was carried out by two agen- 
cies--partly by contract and partly by DEL." 

D.A.D.S. has been consulted. 

Joint Secretary (Q) has seen. 

The m e  re fwed to im para 42 (c) , of the Audit Report (Defence 
1Slprvlccs) 1963, is another instance of inordinate deky on the part 
of the atctha+itfes concerned in disposing of surplus Zand (300 acres). 
It warr urged in extenwtion thot the matter could not be proceeded 
with afler May, 1958, when a general embargo on the disposal of 
rutplus lands was placed. The Committee can hardly accept this 
explancltion; for, the matter could hove been placed before the 
Defence Minister, and his approval to the disposal of hnd taken. 
h e n  t$ a &hy in the disposal of the lcrnd was apprehended, the 
question of releasing out the land an a year to year barfr sitould 
have been considered, and an e d y  decision taken in the nuxtter. The 
&by on the part of the Ministry in doing this had deprived the 
exchequer of a large amount of revenue. It is  hardly necessary for 
the Committee to point out the need for prompt action in such cases. 

'The Committee referred to unauthorised plucking of tea leaves 
for which a sum of Rs. 6,000 was secured in the year 1948 and 
Rs. 10,000 in the year 1949. The Committee enquired whether there 
was no produce in the subsequent years to be disposed of. The Addi- 
tional Secretary to the Ministry stated thut, crccatBing to his injimna- 
t i a  it had neither .bten s tden  nor taken by any body. The Com- 
mittee would like to be furnished with a report regmbilzg &e dis- 
p a l  of the leaves, grown on this kmd, in the subsequent yean*. 

[S. No. 20 and 2l  of Appendix Vn to 17th 
Report (Tbird Lok Sabha), 19634.) 



The Chvemmmt derived a a w n  of Ra. 1~,000/- from a T ~ P  Con& 
p.ay aa llrmrag for muthorised plucking of tea leaves from the 
kkerating Air Fidd during the yeass 1918 and 1949 through a 
Civil auit decided in 1958. The aforesaid Tea C o m p y ,  however, 
f b d  an appeal in June 1958 in the Assun High Court againut the 
judgment of the lower Court. The Government dm filed a cross 
uppal. The! matter has since been decided by the High Court in 
June 1869. Aucording to the decision, the Tea Company are to pay 
Gcrvernment only a sum of Rs. 2,000/- for unauthoriwd pkualdng of 
tea leaves by the labour. The cosb of the proceedings have been 
awarded against the Government. 

2. The airfield remained under temporary occupation of the State 
Government till 1851. Thereafter, negotiations for permanent 
transfer of aimeld to the State Government continued till February 
1956 when land measuring 469 acres was sold to them. The remain- 
ing land measuring 300.20 acres which was tea-bearing land was 
not accepted by them as the price demanded was considered to be 
on the high side. Disposal action in respect of this land was started 
in 1956. This required prior disposal of the created assets. The 
MES who were responsible for removal of the created assets pre- 
pared necessary demolition statements, obtained sanction of the 
competent financial authority and Anally gave out contract for 
demolition in 1958. In this contract, a time of 12 months was given 
for demolition. In the meantime in March 1958, Government placed an 
embargo on declaration of any land as surplus and on its disposal 
without its prior approval. In view of the above circumstances, 
the land could not be leased out to any tea estate for rearing the 
tea bushes and removal of tea leaves, from the year 1950 to 1958. 
The tea bushes had by then grown so wild in, the absence of proper 
cultivation that they could not be utilised except for seed. So the 
seeds alone could be disposed of. In the year 1959, an auction for 
the sale of seeds was held, but no bid was received. During 1960 
and 1961, seeds were disposed df and the Mlitary Engineering 
Services realised Rs. 205/- and 6751- respectively. Tea leaves give 
tea yield only if the plants are properly nurtured, the land deweeded, 
manured and all the related processes of cultivation are carried out. 

3. After an embargo on the disposal of the landed property was 
placed by Government in March 1958, review was carried out by 
Air HQrs. and other user services. Air HQrs. in November 1959, 
desired withholding of all disposal action in reapect of nurplns 
land at unoccupied airtlelds in the Eastern Frontier. Due to dis- 
turbed conditions in that region, Air HQrs. were not in favour of 
reUnguiahing the airfield. It was only in July 1961 &at a pruporal 



came from the local authorities about the leasmg out of the land to 
W S .  &grodsrr Tea Estate. la December 1961, decuion was taken 
to letme the IPal lo k a  estates. Accohngiy, the tea beiarrng land 
was iearied aut to one Tea &tote on a rental of Rs 6,301- for one 
year from 10th Morch, 1962 to 10th March, 1fW. The amount ot 
a. 6690/- as rent was fixed by the Military Estate OBBcer as a fair 
rent in terms of authority conveyed rn Government of India, Minrs- 
try of Defence letter No. 181 36/1/L&C r 54,2348-L ID(C&L), dated tbe 
1st Mny, 1989 (copy enclosed). For thllg purpose the Secretary 01 
the I n d a  Tea Aaooclatlon Assam which rs an ~rnparttal hody int.- 
malely connected w ~ t h  Tea plantation, was consulted. To the rent 
based on 5<':, of the value at whrch the rest of the land rneawrmg 
169 acres was dlrjposed of to the State Government wh~ch  comes to 
Hs. 8/- per acre the Matary Estate Officer made some a l l o w a m  for 
the unproduct~vc nature of the land at that t ~ m e  to the extent c ~ f  
Re. 11- pet actc. On the busls uf a leave for 5 years w h ~ c h  was the 
mtnlrnurn pcrlod necessary lor proper explo~ta t~on of Tca Garden 
(the first year tmng expected tu bc wholly unrernunerai~ke), the 
Mrlltary Estate Ofiicer calcuiated the total rent and premlum for 
the Ave year perlod an the basis of a prcmum at 10 times of the 
annunl rent. Frtrn~ the tole1 ~ I ~ ~ U U L I :  SJ arx~ved a t  he dt.rived thc 
average unnunl rent at Iis 21/- per .me  and he also suggested a 
5 years lcasc. I Iowcwr ,  w h ~ l c  this rent was accepted, t h t~  Ica* was 
granted only for one ytSar. Bcfo~e thc expiry of the present lease 
to the ilforesn~d Tern Estate it was decided to auction the land for 
lcasmg for a furthcr p c r d  r f une year The auction L t ,  t i x d  to 
be held on 8 < h  Aprri, 1963, when thc s a ~ d  Tea Estate obtamed an 
injunction against the auction from Assan1 Hlgh Court on 7th April, 
1963 The rcgular su.t agalnst thr. Covt IS st111 pending In the 
Court 

4. D.A.U.S. htrs seen. 
[U.O. No. 14 ( 5 )  /6VD (Lands) 7001/D (Works-IT) , dated 9-8-1965.] 

NO. I :; 96 L,/I,&C 54 '2348-LID (C&L) 
GOVERNMENT OF INDIA 

MINISTRY OF DEFENCE, 
To New Delhi. the 1st  May .  1958. 

The Director. 
Military Lands & Cantonments, (100 copies), 
NEW DELHI. # 

SUBJECT:--U~~ of Military LanQ for Agricdturcrl Purposes. 
-, 

I am directed to state that the Government of India, in the ccn- 
text of national Grow More Food Campaign, have resxamined the 



policy relating to the w e  of Ministry of Delenn lend, temporarily 
0urp1us to Defence requirements for cultivation purposes. 

2. It has now been decided that the possibility of such surplus 
lands, except those, which, for the present, are already on agricul- 
tural lease prior to the issue of this letter, being brought under 
cultivation, by the Military Farms Authorities or by leasing out to 
Regimental Farms or to Co-operative Societies of Armed Forces, as 
the case may be, should be explored belure such lands are leased 
out to individuals and societies in the manner stated in subsequent 
paragraphs. 

3. In supersession of all orders on the subject, proposals to dec- 
lare lands temporarily surplus to Defence requirements and to en- 
trust the same to the management of the Military Estates ORtcers as 
requlred under rule 14(4) of the Cantonments Land Adminis- 
tration Rules, 1957, in respect of lands inside Cantonments and 
rule 3(c) of ACR Rules 1944, in respect of lands outside Canton- 
ments. should be routed through and coordinated by the Quarter- 
master General. The Air Headquarters and Naval Headquarters, 
should, therefore, forward t h e ~ r  proposals in this respect through 
Quartermaster General. Quartermaster General should examine. 
in consultation with the Military Farms Authorities/Regimental 
Farms Authorities whether the said land could be brought under 
cultivation by them as envisaged in para 2 above. In case such cul- 
tivat~on is possible, QMG will forward concrete proposals in this 
respect to the Ministry of Defence for further orders. If, however, 
the land cannot be brought under cultivation as envisaged in para 2 
above, Quartermaster General will inform the Ministry of Defence 
and request that the lands be declared surplus and put under the 
management of the Military Estates Omcer for eventual leasing to  
individuals and Societies in the manner stated in the following 
paragraphs. 

4. Lands, which cannot be brought under cultivation as envisag- 
ed in para 2 above, should not be put to auction but should be 
parcelled out into suitable holdings, the minimum and maxfmum 
limits of which may be adjusted having regard to the economlc or 
family holding as laid down in the laws or rules of the State con- 
cerned and the ceiling on future acquisition or the ceiling on exist- 
ing holdings which might have been fixed or in the absence of such 
laws in consultation with the Civil Revenue Authorities of the Ma- 
trict except as stated below:- 

(a) Land already held under lease prior to the issue of this 
letter need not be parcelled out. Existing lessees will 



b e g l ~ t b e ~ o n t o c c m t i n u c t h l e m t o a g l r m d  
coadlttDnr u laid down in (b) tb (1) btW 
ntb)ect to the condition that the aggregate lnnd held by 
taMn from Govmmtnt  and other l a d  owned by them 
or bdd an tenant wtth permanent right or an tenant of 
hon-mumable area, doer not exceed the upper limit as 
pmmlbed in the relevant revenue laws of the State con- 
c e d  If the site of any of the existing boldings is in 
excess uf the maximum prescribed by the State Govern- 
menb, such a m  should be taken for fresh leasing, 
according to the procedure as laid down in this letter. 

(b) The allotment of holdings other than those referred at 
para 2 a d  I(a) above will be ma& in the following 
ORDER OF PREFERENCE:-- 

(i) Temnts displaced as a result of resumption of land by 
landowners for personal cultivation in order to give 
them lands equivalent to the area from which they have 
been dlrQoPlsessed or an area which together with other 
land owned or held as tenant with permaneat righk 
or tenanh of non-resumable area upto the minimum 
holding prescribed, whichever is higher. 

(ii) Co-operative Societies of ExServicemen who desire to 
take to cultivation of land themselws. 

(iii) Cwperative Societies of bona jida agridturiste Le., 
persons who are tilling land th~rmelvea 

(lv) Cwperative Societies of landless persons, who, in good 
faith, desire to take to cultivation of land 

(v) Landless educated, not less than matriculate unemployed 
young men. 

(vi) Other landless persons 

(vii) Tenants or owners of land who own or hold less than 
minimum limit prescribed above. 

Where more than one pe~soa belonging to the same cat- 
apply for the land, &orb should & made to arrive at a mutual 
ygcunent. If there is no agreement, lots may be drawn. 

(c) A period of two years should, ordinarily, be allowed to 
bring the land under cultivation m d e d .  where the 
land is uncultivable or forest land, a period not exceed- 



ing five pcars will be Ptiven to bring the land under cul- 
tivatim. 

(d) Leases shall be ordinarily ror a period of five years and 
may be renewed for a like period except that fresh leaar 
in respect of any existing holding, whose a m  exceeds 30 
acres shall be re: tncted, at present, for one year only. 

(e) Lease: will -be termirable without any compensation as 
and when required by the Ministry of Defence, for which 
ordinarily a notice for three months will be given. Com- 
pensation as assessed by the Military Estates OfEcer, for 
crops standing on the land at the time of termination of 
the lease will be payable to the tenants if in the opinion 
of the Military Estates Officers, the lessees have not been 
given sufficient tlme to collect such crops. 

( f )  Improvcmcnts may br made on land with the previous 
approval of the Direztor, Military Lands and Cantonments 
or any other authority to whom powers in this respect 
may be delegated. Where improvement was made with 
such a prior approval, reasonable compensation tu approv- 
ed by the Ministry of Defence will be paid when the 
lease is terminated. 

(g) The rent will be determined on the basis of those pre- 
valent in the surrounding area having regard to the con- 
ditions of soil and other relevant factors and on the 
principles laid down under the revenue laws in force in 
the State concerned, provided the rent so Axed shall not 
exceed 114th of the net profit unless a lower limit is 
Axed by law in force in the state concerned. 

Rent shall be payable in advance according to the dates flxed in 
the lease. 

A proposal is under consideration to fix fair rents on the lines 
stated above after carrying out necessary survey and soil c l d -  
Acation of all lands, belonging to Ministry of Defence and taking 
into consideration the various Tenancy enactments passed by the 
State Governments. 

Pending survey and determination of fair rent, it has been de- 
cided that for the present, rent for the leases will be charged on 
the basis of Standard Table of Rents, if the land is situated inside 
Cantonment or on the basis of prevailing rent in the locality, as 
will be determined by the Military Estates OfEcer, on the advice of 
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the ClvrJ Revenue authont~es, if the land situated tn .U loc.Uty 
not included m any Cantonment lim~ts, prov~ded further that in the 
ca ch of fresh leases In respect of holding already under lease prior 
to the I m e  of thirr letter, fresh lease wdl be given by Milrtal-v 
Ertatm Qlt\cers/Cantnnment Boards on payment of rent as sgrecd 
trr in the cxisttng leases or ~ c c o r d i n ~  to t h e  rurrent S!nndard TaSo 
of Rentrr for agricultural purposes tn respect of lands dtuatcd mside 
Cantonrncntb 8r1d at rates already prov~ded in the existmly !eases or 
rates prevailing in the surroundmg area as will be deternitled hy 
Military E~ta tes  Officers on the adwce of the Civil Revenue JU- 

thoritics in respect of lands s~tuated outside Cantonments, whichwer 
is higher. 

(h) The lease will be heritable but not transferable. 

t i )  No letttng or sub-letting of  nny plot of land for any 
period whatsoewr will he allowed except in the case of 
persons mentioned below, who may, with the permis- 
sion of the Director. Military Lands and Cantonments, 
bc allowed to let or sub-let land to such pemqns and 
subject to such conditions as may he approved by the 
Direct or:- 

( i i )  ( i )  An unmarried woman, or If married. divorced or 
separated from her husband. or o widow. 

(ii) A minor whose father has died. 
(iii) A lunatic or a person of unsound mind. 
(iv) A person incapable of cultivating by reason of blindness 

or of physical infirmity. 
(v) A person called for service in the Armed Forces of the 

Indian Union. 
(vi) A person under detention or in imprisonment. 
(vii) A student prosecuting his studies in a recognised insti- 

tution and not more than 25 years of age. 

5. The Military Estates OfBcers/Cantonment Bards will imme- 
diately q u e s t  the Civil Revenue authorities of the District to fur- 
nish a list af penrons/Societies who would be allowed to hold the 
land on lease in the order of preferences referred to above. They 
will also obtain the details regarding the size of economic holding, 
maximum and minimum l imits of agricultural holdings allthorid 
according to the law or rules of the State concerned and the cejlingp 
on the future acquisition or existing holdings which dgbt bve  
been fixed. 



The Military Estates OfEcer will maintain a register of such 
persons* Societ,es who are au th~r lsed  to h d d  lands for agriculturd 
purposes o9 fumuheci by the Civil Revenue authorit~cs of  the Dis- 
trict according to the O&J of priorities furnished by the latter. 
T'IC r -g  .tr. w:ll be revse i in r l rndtat ion wtth the aforcasttid Civil 
L. - r r . i  ilui.ior t , t s  evc;y .-ear 9vi:h a view to maintain it upto date 

i ' i ~  l f i l i w - y  Estates O%xz-  will  furntsh the above infonnntion. 
2fter 0blJ ln:n the  same, to the Cnntonment Board conrcrced in 
respect of agr:zulturcll lanu s rnamgcd by them 

Yours faithfully, 
Sd/- S. D. NARCrOLWM, 

Joint Secretow to the Govm~rnen t  of India. 

Copy forwarded to:- 

The Financial Adviser, Mmistry of Finance (Dcfcnce)-with 
reference to his U.O. No. 1947/QB o l  1958, for communication to the 
Controller General of Dcfcnce Accounts, thc Director of Audit, De- 
fence Services, the Deputy Director of Audit, Dcfence Sex-vlces. 
Eestcrn /Western 'Southern Commands and the  Controller of 
Defence Accounts, Eastern/Western/Southcrn command 

The Deputy Financial Adiver (Q). 
The Quartermaster General. 
Air Headquarters. 
Naval Headquarters, etc. etc. etc. 

Recommendation 

( i )  While the Committee note that cases of losses amounting to 
RJ. Q8 lakhs have since been finalised, theu feel that the position is 
still far from satisfactory. The Committee feel particularlg con- 
cerned at old lossev-mow than five gears old, which account for 
~ ' $ v r ?  three-fifths of the to a1 Io~ses t o  'be finalised. The Committee 
'- st that the appointmen of the Ad Hoc Committee (referred 
t ?  i? evidencc) wi'l resul i n  accelerating the pace of finalisation. 
The?! would like to have r further report in the matter. 

(it) The Ccmmiztee de: ired to  be furnished with a statement re- 
garding losses i n  t ke  MES and Engineer Stores Depots, which wete  
still pending finalisation. They  a270 des;red to  be furnished with 
detailed ;nformation about some t*lpical cases, involving m a f m  
losses. These are still awaited. 
[S. No. !I4 (Paras 29 & 30) of Appendix Vn to 17th Report 

(Third Lok Sabha) 1963-643. 



The question of constitution of an Ad Hoc Committee both at 
the Centre and a t  the Commands for regulmsation of MES lases 
was under examination in consultation with the Ministry of Finance 
(Defence) and the D,ADS., and the orders on the subject were 
i s d  on 18th March 1964. As, however, the financial year was 
coming to a close and the M.E.S. formations were busy, no progress 
could be made during the months of March and +ril 1964 towards 
finallsation of the rases pertaining to MES losses. Meetings have 
since been held an d a few cases finalised. The life of the Ad Hcw: 
Committee which was set up for a period of six months in the first 
instance and extended upto 26th January 1965, has been further ex- 
tended for mother year and i t  is hoped that most nf the old cases 
relating to MES losses pertaining to a period to 31st March 1961 
will be finalised by that dote. Upto 31st March 1965 M.E.C. losses 
totailing Rs. 29.81 lakhs were reviewed by Central Ad Hoe Com- 
mittee and recommended to bc written off under Government sanc- 
tion. In addition losses totalling Rs. 38.20 lakhs recommended by 
Command Ad Hoc Committees have been received upto 31st March 
1985 for review by Central Ad Hoc Committee. 

2. Detailed statements regarding losses in the MES and Engi- 
neer Stores Depots pertaining to the period endmg 31st March 1963, 
and outstanding on 1st September 1963 are enclosed as Annexures 
'A' and 'B'. Instructions have been issued by Army HQrs. on 31st 
August 1964i2nd September 1964, and by the CGDA as early as 
September 1963 that loss statements should be dealt with expe- 
ditiously at every level. 

3. Two lists rhowing details of some typical cases involving 
major losses in the M.E.S. and E.S.Ds. are also enclosed as Annex- 
ures 'C' and 'D'. 

4. D.A.D.S. has seen. 

Sd/- L. S. LULLA, 
Joint Secretary. 

[U.O. No. 15 (6) /63/7997/D (Works-11) , dated 18-8-1965]. 
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ANNEX URE 'C' 

Sr. Amount Y car No. 
Bricf Jctails 

.4 R . w d  of Ot?icera was held on 1 2  June, 
~ g q H  The loss w t c m m t  remained 
un.icr the c ) T ~ C % P ~ ~ L ~ C ~ C C  31 various 
lcvcls and ultim~tely 11 Q.. Lucknow 
Sub Area returned with the 
certain c~hsewatiuns. The  loss Statc- 
mcnt win reported to hsve been mis- 
pInccd I:rcsh loqs Statcment was 
prcp~rcsf in July, ly64 and this was 
undcr cxamlniitlon by staff authorities. 
'I'hc citse has heen put up to  command 
:ld Noc Crm~mirtce 

a 0,4%~97 1952 Infrucruow .e.rptwd~rure duu ro o b o n h -  
mar of Hinjon Project. 

This relates to an Air Force project at 
Hindion sanction4 in April 1949 at 
a cost of Rs. 239.67 lakhs. Thc project 
was, however, suspended due to fim- 
ciul stringency in Dcc. 19.19 7-t 
for the work on construction of a ralway 
siding which was in progeress and this 
was completed in July 1950. T h r  Audit 
authorities viewed the expenditure in- 
c u r m i  as infrucruous and raised object- 
ion in 1952-53. The loss statement 
includes expenditure in backloading of 
of stores, maintainance and interest 
charges paid to the railway etc. 

T h e  orig;mal 1- statement was for b. 
11 -73 Lakhs. As a result of observation 
of Air H.Q. and CDA, EC (Now CC) 
Meuut ,  Inss Statement has been revised 



and revised lnss statement with audit 
report of CDA was submitted ko Air H.Q. 
on I June, 1963. This is undcr cxumina- 
tion het\vecn Air H.Q. nnd Ministry 
of W c n c .  and Finance. 

I'hc ci\.w rcmnincd under corresgondcnce 
ktwc-cn ti .Q. opcrutionul Ccmmand 
So. J \X'ing r\f: Sttition mu and CDA 
. i'he case is under axamination 
at r:ommurd 1l.Q. on thc busis of the 
audit rcpwt 01' CLIA zrnd thc clurificution 
glvcn by thc' user ibrmations. 

.Ishis case 1s in rcspcct of hrwkage in tran- 
srt/hitnJling of w i d  plus imported 
from UK & I:rancc in 1950. It came 
to light In 1957 that repulurisution tlction 
in rcspect of' the cost of brcnkagea had 
not k n  t i ~ k ~ n ,  A (:oi~rt of Enquiry 
which finalised its proceedings in 1960 
held that the brcukagc in port was due 
to had hmdlinp of pockugcs ut desti- 
nation. 'I'hc loss stotcment is pending 
finulistrtian of' the disciplinnry aspect. 

Government satrctia .l'his relates to deficiencies of furniture 
was accorded a with units at Ag~a .  Some Rarrack 

19-6-65. Dtimngcr remained unaccepted as the unia  
conccrneci had been disbanded. T o  
ascertain that exact position a Staff Board 
of Officers held a complete check of 
krniture in the station in 1949-50 as a 
result of which surpluses and deficits- 
cia were found. The Board remarked 
that irregularities were mainly due to 
the eccounting of similar items under 
wrong nomenclature. The surpluses 
were brought on charge and loss s t a t e  
mencr prepared for the deficiencies in 
1953. The case was examined and re- 
aommcndcd for write off by Command 
M Hoc Commirta i s  1957 but it could -- 



not be put up to Ontral Ad Hoc CQ- 
mminac as it was wound up by that time. 
Tk c a a  was put up for Covt. sanction 
but Ministry of Finance (Ddcna) 
wanted a fresh audit report from CDA. 
The CDA rolsed a certain observation 
md replies were fbrnished by the chid 
Engineer. Audit Report received and 
the case was submitted to Central Ad 
Hoc Committee. 

This dates to loss of ana in  buildings 
in Kingsway Camp, Dclhi in May 1948 
due to outbreak of fire. Court of Enquiry 
was completed in Deccmbcr, I+@. 
Loss Statement with the Court of Inquiry 
ptocccdings was under examination 
at various levels but got misplaced. 
Under instructions from QMG's Branch 
a frcrrh rase was initiated in 1963. CDA 
WC Mcerut raised certain objections which 
were replied by CE. Loss statement 
with CI>A's audit report was received 
on 9-5-64. Case was considered by the 
Cmtrol Ad Hoc Committee on 27-7-64 
and recommended for write off under 
Govt . Orders. 

Non-recovety of rent ecc. charges-Cecil 
Hotel, North Cote Guest Housr and orhn 
Messes-Bombay . 

'W comprises of 3 looo rt&tuntnts due 
to wn-rccovcry of m o w z a  from Cecil 
Hotel, North Cote Guest House, and 
0th- Messes which were occupied by 
Wars during 1947-49 and controlled 
by i d  staff authorities. The amounts. 
bccrrmc irrrcoverablc as the whereabouts 
of the individuals are not known and it 
was decided in 1954 to treat the imcover- 
abk o m ~ l n t  as a loss. Ministry of Finance 
cPlltd for further details but due to lapse 
of timc complete details arc not traceable. 
The m e  was c x d d c d  by the Ccntrrl 
M HOE COUdftce On 27 July 1964. 
T& -tux -dad r q d a r h  
tion undtr Govt. 0t.derS. 
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(c) 2,16,952 The loss statements were under examination 
by Staff nuthorities at various levels and 
ate k i n g  put up to M Hoc Committee 
for mguiarisation. 

9. 

10. 

I J .  

It. 

13- 

- 

This pertains to bridging stores issued to 
Field units in J & K for rcpairs to HtKd 
damages and m-civcrl buck in unservi- 
ccahle condition. The casc has been 
suhmittcd to (kntritl Ad JJoc Committee. 

The loss stiltcnlcnt was considered by 
Commend Ad I h  ( i w n ~ i t t c c  in 1955 
and recomrncndcd to bc pursued in the 
normal manncr. 

The cusc wus undcr examination in consul- 
tation with hiinistry of' 1;inilnce (Ikfence) 
imd has hccn suhn~ltrcd t o  (kntrul Ad Hoc 
Cnmmittec for rep~li~r~sation.  

l'he loss stutemcnt is in rcspect of domag- 
to Asbestcm cement sheets, ridges, ctc. 
in handling and storage over a long 
period. 

T h e  case is under consideration with Ministry 
of Defence. 

I 962 h'on-existence of ccrruin Temporary and 
Permanent buildings in Lucknow Cantr. 

The case has been submitted to Command 
Ad Hoc Committee. 

1957 Csmmt, Coal and Steel-Ambala 
This casc relates to deficiencies in stock. 

Loss Staemcnt wss returned by CDA WC 
with m a i n  observations and the same 
have been replied to CDA. Case k 
being put up to Commund Ad Hoe 
committee. 



14. r . 3 7 , ~ ~ ~  1959 lnfrucrrsour cxprnhiwe, Cdarra 
Infruauwr eqmdirute on eccount of 

abandonment of Diamond Harbour Pro- 
ject Cakutta+-rgtg. Demolition Statc- 
mart sanctioned hv QMGs' Branch 
and the demolished materials are awaiting 
disposal. I m  statement will he modified 
after the disposal of the materials. 

G ' o v m ~ r  Sonrrion Surpluacs and dcficiencie~ were noticed 
trur accordcd on 5-2-1y65 durinp stock verification 

'I'hc discrepancies were re-checked by 
rr citpartmcntal Board of Officers and 
a Staff Cnurr of Ihquil?; was convened 
in 1953-56 Surpluses werc taken on 
charge and the loss statcmcnt is in m p c t  
of deficienc~cs I case was under 
conaiderntion at  various levels. 

'I'his has since been considered by the Central 
Ad Hoc Committee on 23-5-64 and 
recommended for write off under Govcrn- 
men! orders. 

16. 2,76,455 I 956 .Yon rccmeqp of exrro expcndirure incurred 
in completinip work lqfr by dtfaulring con- 
rrorror-Pulffaon. 

Gwc.rnmcnr suncrim This rcfers to  a contract of 1951-1952 
toas accorded on H- I 2-64 Arbitrator ruled no amount was recoverable 

I'rtbrn the contractor. The amount of 
loss statement H'US revised Rs. I ,22,138,'- 
the aallill expenditure incurred by the 
Government for completion of the work. 
The balance amount being loU{, of penalty 
on delay is not an actual loss. 

The case has since been considered by the 
Central Ad Hoc Committee on 7th August 
rg6q which recommended write off under 
Government orders. 

17. 1~19,830 1 0 6 1  of Gwr. dues from m ~ c m  
e Pomu-mttoct of 1950- 
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refwd to pay. Arbitrator awarded a 
portion in fnvaut of Cflvt. This muld 
not t.rc nwr\vrcd as the mntr:w?or wus 
ultinwtcly dKlnrcsi insolvent by Gnvt. 
I,oss statcmcnr initi~tcd in 1962 in consul- 
tatton with audit f i r  the entire extra cost. 
Case put up ro Centrul Ad Hck" Committee. 

I)iscrepnt~cics--both surplus~s and dcficicn- 
c i o  wcrc found in stock vcriticution d the 
Piirk in IVf;2-53. A Ikurd of Otficcrs 
invcstipatcd r hc ~iiscrrpancics in Junc 
1953 illld \vcrc ot thc opinion thut these 
w-crc larpcly due to wrong linking ar 
wrcmg indcntific..ttion in the last iiuc to in- 
cxpcricnccd vtorc k c c ; ~ ~  \ .  'l'tlc storcx wcrc 
rc-ctxxkccl in I 953-54 its rccc-~mrnc~dcd 
I..? ttv: Ih~i~rtl i111d \!\I. surplus (KN. 
1 , 5 + q o )  wrrc titkcn on charge and the 
loss mrclncnr ill qucstion prcpi~red for 
rhc dc-t~cicncics. 'I'hc lo85 statement 
was undcr e~i~tni t~i i t  ion a various lcvcl 
ctnd hrts ~ W I I  pur up t o  thc Command Ad 
lfoc (;ornn~ittcc. 



ANNBXURE 'D' 

Qbo~nrmar -tion This Loss Statement relate to 1- 
occur&d on t 1-10-64 due to deterioration of perishable articles 

such as Gaskets, Seals, Bellows, Rubber 
Hoscs, Felt Washers etc. and reiection 
by EME of certain spares which were 
received in the Ikpot during World 
War 11. Although the receipt of stores 
received thm could not be avoided, no 
fresh purchase was made of these storer 
during the period. 

The unserviccahility of spares came to 
light in thc year 1955-56 at the time of 
issue of these spares. These sparcs were 
rcccivcd from abroad in se&d packets 
and to protect these from humid climate 
these wcre kept in original sealed packets 
till the time of issue. When opened 
during 1955-56, unserviceability was 
noticed. 

(a) Stores wcre issued to E.ME Work- 
shops UXKINARA (now 507 A m y  
Base Workshops) but were rejected 
by than. 

(b) When original scaled packages were 
opened for preservation. 

Boards of Officers were convened who opened 
that the loss was not due to theft, fraud 
or neglect and as such none was held 
respnsi ble. 

The unserviceable stores in question were 
sold by auction on 13th September, 
r g 6 0  aiong with some scrap for Rs. 
7,000'00. 

2. 1~06,983'75 Lass of fa& Birumcnoo*r, PBS, CI A'pes 
3. 8,76,984' 9 C~rrygated sheets Cosrrpo~nts 
4. 6,573137'65 Mhm Huts ctc. Back loaded to 6 D 

PANAGRAH 
Of "Ye 



Cbwmmm s(e*ctiom !The above loss statements have been 
auxdwj a 2-245. prepad for ICISXS of various s to re  

(vu., Felt Roof Biturnenaus, PBS, C1 
P i p ,  Corrugated Sheets, Components 
of Singk Nissm Huts ctc. etc.) which 
were 1 d C d  to BSD PANAGARH 
by various formatiat after cessation 
of last World War 11. 

Thc stcrrcs were held in General Stock 
and Suhqucnt  cieteriomtion!unscrvi- 
ccrthility was noticed in 1954. Deterio- 
ration was duc to long storage and 
climate cffcct. 

Ro;mis of Offkcrs wcrc convened on different 
dates who cxnmincci nll the nspccts of the 
losscs . 

Thc t:cntral A J 1-10'. Commitkc has 
rmommcndid thc write off the amount. 

'I'hc cast pertains to the diflercnce between 
Ikxk Vdur and sitlc Vvluc of ail the 
m,r~.h~ncry dcclured for dispc~sal through 
IM;S&I). Most of thcsc machines were 
hnck-loadcd from Eastern Theatrc of 
Vi ar . ~ n d  wcrc ntripr)~Ci of 111) ~erw~ice~bie 
clcmcnts such as lJynarnos, Mapnitor, 
(Mwrators, Tip, I:wl, Injccrorti etc. 
to krcp other machines in running condi- 
tion as well ilS t o  kccp stock of such 
ltcms for future replacements, as supply 
of spares used to take unduly long time. 

Large number of machinm wcrc disposed 
of by UGS&L) before the partition of the 
country and a good number of t h a t  
w h i n e s  wcre sold to Priority Indentors 
by DOS&D at concasional rates of 
zo",, of the assesscd market price fixed 
by D G W .  Technical and Educational 
Institutions were given these machinu 
at one fourth of the sale value. Scim- 
tific and Educational Institutions w e  
sold thcse machine at 5% of the Markrc 
Value fixed by DGS&D. 

The #erence between the Book Value 
and Sale Value is partly dut to the disposal 
method at reduoad Markt Value in 



sccordatrce with Gavanmcnt of India 
Paliq adapted by M"JS&D for catcring 
to the other C3wcmmmt Departments, 
A u t m o u s  W e s  and Institution 
etc. for the develo;-ment of t hc country 
and p n l y  due to the ohlcsccna of 
the machinery. 

. - I he case is undcr examination of the Govern- 
mcnt . 

Gcnwnminr stanrricm Thc cacc la in r e s p a  of' loss 
accorclrd on I -  1-65. of Ponttwn A\); V-23 KIM. due to fkir 

wear and tcur. 'I'hcsc boats wcre chs- 
sificd 3.5 unfit tor  r c p r  and dcc-lard 
unscrviccahlc rluc to structural weak- 
11C54. 

(i) Whlle the Comtnrttee are glad to be informed that the alrer- 
t iom in menmtements uyere, on intyesttgat ton found to  'be reason- 
able, the!, feel that tt was a grave lapse on the part of the o(iacer 
concenwd not to have recorded full reasons therefor. The Com- 
mrttee were givetl t o  understand  IT^ eo~devtce t h a t  f o r  thts omwrion, 
the explanattan of the officer cnncertted has been called for The 
Committec, would like to be furnished with a further reporr tn the 
mntter. 

(ii) The3 also desired that with a view to ohtuate the recurrence 
of such lapses, the Mtnistrp should issue such directtons that  non- 
compliance with the existrng tnst ructions regard1 i tg  recording of 
meaturments  and tnaintenance of nreaarrement books would be 
viewed seriously. The oflicers who nwke any alterattons in the 
measurement books sllould also be required to record full reasons 
therefor. 

(iii) The Committee are not happy over the inordinate delay tn 
the supply of relevant records to the C.T.E. It is hardly necessaq 
for them to point out thut if the purpose underlying the technical 
check by the CTEs OrganiQcrtion is not to be undermined in any 
way, the releomt records should be furnished to them promptly. 
The Committec trust that the Engintar-in-Chief's Branch wiU bear 
this in mind in future. 

[SL No. 25 (Paras 31 & 32) of Appendix VII to 17th Report (III 
Sabha) 19(13dC] 



(i) After careful examination of the explanations submitted by 
the Superintendent B R Grade I and the Service Officer (Captain, 
Engineering-incharge now Major) concerned, non-recordable warn- 
ings have been issued to them by the C h i d  Engineer and Engineer 
in  Chief respectively. 

(ii)Necessary instructions have been issued by the E-in-C vide 
Annexure I. Note 6 of thc tiy-lcnf instructrons in the Mtvsurc- 
ment Book ride Annc~surc I1 >tntcs that cnrrclctions should be ini- 
tialled and dated. The rule does not stipulate the reasons for cor- 
rections being rec0rdt.d. Thrs 1s because corrt*ctrons are  usually of 
minor nature, made d u r ~ n g  test checks. Besldes not serving much 
useful purpose, giving reasons for each corrt*ctrun would become 
cumbersome and, with thc limited syncc in the Mcasurcment Book, 
make the record confusing However, as opposed to these correc- 
tions of minor nature, nltt-rations of dcscrtpt~ons of items of work, 
which sometitneri have consldc~able finanrial effect may be involved. 
It is consldcred that reasons should be rccordcd for such alterations. 
An amendment vtde Annexurt I I I  suitably amplifying the fly-leaf 
instructions in Measurement Book has twcn ~ssucad to bring out' 
this point. 

(iii) Documents required by CTE arc normally furnished with- 
out delay. However, the concerned Chief Engineer has been ins- 
tructed to avoid recurrence of such inordinate delays in furnishing 
the relevant records to the CTE. 

2. D.A.D.S. ha:; seen. 
[U.O. No. 15 (7) /63/3332/D CW-11) , dated the 1st November, 1966.1 



ANNEXURR I 

No. 963M/E.C. 

ARMY HEADQUARTERS 

(Enpincm-in-Chief's Brnncb) 

DHQ PO NEW DELHI-11. 

14 January 1964. 

The Chief Engfneer, 
Southern Command, Poona-1 
Eastcrn Command, Fort William Calcutta-21 
Western Command, Simlad 
Ccntral Command. Lucknrw 

SUBJFZT: -Measurement Books. 

In an 1tc.m Hntc Contract for provision of traverses certain proce- 
dural i r r rgulmt~es  rvgardmg recordmg of measurements and main- 
tenance of measurement Books were observed. The following ins- 
truction~ are issued to avoid recurrence of such cases:- 

(a) In contracts involving earthwork, all rdevant details (such 
as location of work, borrow pits or places from where earth 
is ohtalned, and leads and measurements of work must be 
carefully recorded as the work proceeds and the contrac- 
tor's signature obtalned in token of his acceptance of this 
record. 

(b) Any corrections made in measurements should be initialled 
and dated. This instruction already exists in note 6 on page 
3 of the fly leaves at  the beginning of the Measurement 
Book (IAFW-2261) 

(c) Whenever the description of an item of work entered in a 
Measurement Book is materially altered reasons for the 
same should be recorded by the person making the altera- 
tion in addition to this being initialled and dated. Instruc- 
tions contained in note 10 of the fly leaves at the beginning 
of the Measurement Book is being amended accordingly. 



2 Noacompliance with the above instructions will be viewed 
rerioualy . 

3. This cancels our letter of even No. dated 2nd March 1964 on the 
rbow subject. 

Mi- 
for Engineer in Chief. 

Copy to: - 
Chief Engineer 

West Coast, 26 Assaye Bldg. Colaba, Bombay4 etc etc, 
* * * 

Measurerrte~tr Hook IAFW 2261 

NOTES 
References: - 

1. The Mcasurcmc~nt Book IS a most important record being tho 
basts of all accounts of quant~ties whether of work done by daily 
labour or by the piece, or by contract or of materials rcceived which 
have to be counted or measured. The description of the work must 
be lucid. so as to admit of easy identification and check. 

2. The following instructions will be observed in booking measure- 
ments: - - 

(a)  Dimension are to  be entered in feet and inches in the 
centre column. 

(b) Where two dimensions are required to give areas or three 
dimensions to give contents they are to be entered one 
under the other in the order:- 

( i )  length 

(ii) breadth or thickness 

(iii) height or depth. 
and a line drawn underneath each set of two or three 
dimensions. 

(c) Where several sets of dimensions are booked against one 
item of work a vertical line must be drawn over the right 
hand line of the contents column. 



(d) OYhen dirnetlbions are to be t~rnesed the timesing figure 
must be written in the left hand column and wrtical line 
drawn betwwn tt and the d mension. 

(E) All ca1cu:atinns necessary to find a dimension must be m- 
tcred on the right hand aide of the Book. 

( f )  When entcSrrng the arcas or contents found by multiplymg 
rl~mrnsionrr together in the contents column the results a n  
iill t o  bc worked nut and wr tten down to the nearest 
t wr*l!'h of a foot. 

3 Fc~r I ~ r q c ~  works a separate Meakurement Rtwk may bc set 
apart. or, i f  found convenicnt, two or more bonks may be set apart 
for diffcrcnt classes of works. 

Falling such crrdrrs measuremc~nts should. 3s far as pxs:hle ,  be 
takcw by S.L) O..., :rrid no: by thc.~r subordlnatt*~. W h m  mc~asurernents 
arc taken by subord~nntes tlrc:r iiccuzrcy should ~nvar~ahly  be tcsted 
by cornpiirlson wrth sitnctioned 1 h n s  and spr~c~ficntions arid a l w  by 
actual me;rsurrrnents of a propctrtlon on the  ~ ~ t e  by S.D.Os. 

GEs rue pcrsollally rcsponsiblv for all measurements made by 
their subordlnattbs and it is their duty both to take sufficient test 
mensuremcnts on sitc to sj~tisfy themselves of the accuracy of the 
measuring and by pcrio3ical examination of measurement hooks to 
ensure that the rules are being complied with. 

Whenever possible a ccrtificatc of acceptance by cmtrac tors of all 
measurements pertaining to theer accounts should be obtained. 

5. Each set of measurements should commence with entries start- 
ing: - 

( i )  In the case of bills for work done-- 

(a) full name of work, as given in estimates; 
(b) situation of work, exact locality; 
(c) name of M.E.S. representative taking measurements; 
(d) name of contractor; 

(e) number and date'of his agreement or work order; 

(f) date of measurements, and should end with the dated 
signatures of both parties on each day on which measure- 
ments are made. 



Cii) In the case of bills fur supply of materials- 
(a) name of supplier; 

(b) n u m h r  and date of his agreement or order; 

(c) purpose of supply in one of the following farms applica- 
ble tn the case: - 

(i) "Stock" (for all supp1.r~ for stock purposes). 

( i i )  "Purchase" for dirvct issue to (hcre enter full name 
of work as  given In estimate) . . . . . . . . . . . . . . . . . . . .  

given in estimate) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , . . 

(d) date of measurement, 

and should end w t h  t h t b  dattd s r g n i ~ l ~ t r c ~  of both partics c\n tach day 
o n  which ~ncasure~r~ents are mndc. 

An abstract of nleasuremerlts will then bc prepared ~n duplicate 
on IAFW 2264 by !he SDO.  or the. S W conccrncd. It will callect, 
in the casta of rncasurcments for wmk done, thc total quantities of 
rach distinct item nf work. Schedule times will be arranged in nume- 
rical order. This will be checked with the sanctioned plans and speci- 
fications before the original copy is supplied to the contractor to ena- 
ble him to prepare his bill. 

6. No page should on any account be torn out of a book nor should 
any entry be erased or disfigured so as to be illegible. If a mistake be 
made, it should be corrected by cancelling the incorrect words or  
figures with a single stroke of the pen or pencil and by writing the 
correct words or figures separately; and the correction thus made 
should be initialled and daied. All signatures and iniiials made in 
the Measurement Book should be dated. 

7. All measurements must be neatly recorded in the authorised 
form of Measurement Book and in no other. The entries should be 
made, if possible, in ink but when this is not possible and entries have 
to be made in indelible pencil, the pencil entries should not be inked 
wer but left untoucred. The entries in the 'Contents' columnshould, 
however, be made in ink in the flrst instance and not inked aver. 



8. As all payments tor work ar supplies for tRhich a Memmment  
Book is required to be d, stc based on the quantities mcorded 
therein, it is incumbent upon the person taking the measurements to 
record the quantities elearly and accurately. If the measurements 
are taken in connection w ~ t h  a running contract account on which 
work has been prevmusly measured, he is further responsible (1) that 
reference to the set of nwamrements is recorded, and (2) that if 
the entire Job or contract hm been completed, the fact is recorded 
pmm~nently just above h ~ s  initlab. If the measurements taken are the 
first set of measurements on a running account, of the first and final 
measurements. this fact should be suitably noted against the entries 
in the Measurement Rook. 

9. Entries should be recorded continuously in the Measurement 
Book and no blank pages should be left. Any pages left blank ina- 
dvertently must be cancelled by diagonai lines. the cancellation be- 
ing attcstc<f. 

10. When any rnc.auurements are cancelled. the cancellation must 
be supported by the dated initials of the OfRcer ordering the cancella- 
tion or by n rcfwence to his orders initialled by the oflttcer who made 
thc measurements. 

In eithrr case thc* reason for cancellation should be recored. 

11. Each Measurement Book is provided with an index which 
should be kept up to date. 

12. The clerk ordered by the Unit Accountant is responsible for 
the arithmetical checks of ali calculations entered in a Measurement 
Book; and he must initial (with date) each account in the Book, in 
token of having so checked it. 

13. The Sub-divisional Officer or the subordinate making the 
measurements may have the "Con?entsw column of the Measurement 
U o ~ k  campleted in ink by a derk  but he must abstract the result 
himself. 

14. When an omcer or subordinate is required to submit his 
Measuwment Book, with his accounts, to the Divisional Officer, h e  
ahould be supplied, if necessary, with a second book for alternate use. 

15. From the Measurement Book all quantities sbould be clearly 
traceable into the documeats on which payments are made. 

When en abstrafft ia made out for work meamred, every paw qf 
the book recordiag the rn~aar~ammt must invariably be liwd o# with 



u con?inuous verticd line by the oficer or  subordinate making the ab- 
stract and a reference must be made et the beginning of each set of 
dimensions to the Number and Date of the abstract made. The ofiicer 
or subordinate who checks the abstracting will also line off all the 
tr~easurrments with n llne parallel to the abstractor's line but in brown 
ink and he will also check the rcfercnce given. 

16. When t h r  B111 IS made out for the work, the reference number 
of the Bill must bo wrrtten in the abstract and the abstract (or num- 
bers) must be written nn the Bill together with the number and date 
of order. 

The unit accountant bcfnrc passing the Rill will make and sign 
the following cndors~ment below the  ~ b o v e  entries: - 

checked with the Abhltract No. .  . . . . . . . . . . . . .  .Dated..  . . . .  
and bill passed t o  C.M.A. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
on . . . . . . . . . . . . . .  . . . . . . . . . . . .  

17 On thc occasmn of t r i ~ n ~ f c * r ~ .  i t  w111 tw  the special duty of Gar- 
rison Engincws to scc t h a t  thc M~nsurcnlrnt Rooks with the rclicved 
officer at tht. tlnic art1 rtw)rdcd In thr  trnnsfvr pnpcrs by the numbers 
they bear. and are ;~cknot~Ii-lgcd by the rc~liev~ng ofiecr, and that 
necessary corrculticms nrc made in  thtb name of crfRcer on the fly leaf 
of the Mmsurcment Rook 

18 In case a Mciisurc~mcmt Book is lost an !mmediatc report should 
bo rnadc of 'hc fact. of the c a w  i1nc1 this rcpnrt must be promptly for- 
wartfrd t o  the Chlt~f Englnccr together with the ~xplanatitrn of all 
part1c.s ctmccrnrd or rc*spnnsibIe for the loss. 

19. On the completion of each book the Unit Accountant will ~ i g n  
the cert ificates: 

Certified that thr book No. has been checked and it is 
f0un.j that-- 

( a )  Ko page is torn out and missing and blank pages have not 
been left uncancelled. 

(b) Corrections are properly made and initialled by responsi- 
ble person. 
* 

(c) Original pencil entries are not inked over and column 
"Contents" has been entered in ink. 

(d) The number and date of each abstract in which the quan- 
tities are  entered for payments are  noted. 
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(c )  The entrim are lined off. 

(I) In thr case of cancelfed measurements the reason for can- 
cellation has been given and the cancellation signed by the 
pem who made the measurements and the Garrison En- 
gineer. 

(g) The index is complete. 

(h) Each set of measurements is signed by the offleer by whom 
they were actually made. 

( I )  Each set of measurements bears, In add~tion tn the signa- 
ture of the oficer or the subordinate who made the measu- 
rements. the initlals of the clerk who checked the calcula- 
tions and the signature of the OiRcer Who passed the mea- 
surements or paid the h ~ l l .  

Unit Accountant 
Dated . . . . . . . . . . . .  

Record 
Garrison Engineer 

. . . . . . . . . .  Df vision . 
Dated. . . . . . . . . . . . . .  

ANNEXURE 111 

No. 15(7) ,62/6917 D ( Works-11) 

3'ew Delhi. the 30th July 1965 
8th SravCna, m. 

To 
The Chief of the Army Staff. 

NEW DELHI. 

SUBJECT: -Military Engineer Services-Amendment to Measure- 
ment Book (IAFW-2261). 

Sir, 
I am directed to convey the sanction of the President to the un- 

dermentioned amendments to the Measurement Book (IAFW-2261). . 



Delete the existing notes 10 and 1B{f) of the Hy-leaves at the 
beginning of the Measurement Book and substitute as under: - 

(a) Note 10 

"When the descr,pt~on of an ltem of work 1s rnaterially 
altered the reasons for the same should be 1 worded by 
person making the alterations in  addition tcr this being 
lntt~alled and dated. The decision of the GE as to 
whether the alteration is material or not shd1 be Anal." 

(b) Note 19(f) 

"Whenever the description of an ~ t e m  of work has been 
materially altered the reasons for the altcwtion have 
been recorded by the person making the same." 

2. This is issued with the concurrence of the Ministry of F~nance  
(Defence) tqide their U 0. No. 1964- W-I nf 1945. 

Yours felthfully. 
Sd/- VINAY VYAS. 

Cfnder S ~ w e f a t y  to the Cot~erninent of Iitdia. 

Copy of thc above forwarded to:-.-- 
The Controller General of Defence Accounts. 
The Director of Audit. Defence Services. ctc. etc 

N0.2 (1) -65j'D (HAL-11) AVRO 

MINISTRY OF DEFENCE 
New Dethi, the 30th October, 1965. 

OFFICE MEMORANDUM 

SUBJECT: -Public Accounts Committee-17th Report on the Appro- 
priation Account (Defence Services) 196142 and Audit Rt- 
port, 1m. 

The undersigned is directed to  refer to this Ministry's OPRce 
Memorandum No. 18(1) /63-D (A-P) , dated the 17th October 1964 on 
the above subject and to  forward herewith 40 copies of the revised 
statement showing action taken on S. No. 34(i) to (iii) of Appendix 
VI (Para 43) of the 17th Report o'f the Public Accounts Committee 



(Third Lok Sabha) which may be substituted for the statement iw- 
warded under the aforesaid Office Memorandum. 

2. This hu been vetted by Audit 

w/- B. N. DHOUNDIYAL, 
Un&r Secretary to the Gout. of India. 

To 
The h k  Sahha Sectt.. 
New Delhi. 

Copy forwarded to: 

1. The D.A.D.S., Church Road. New Delhi. 
2. The Ministry o f  Finance (Def/Proj).  
3. The Deptt. of Supply. 
4. D (Budget) Section. 

(40 copies) 

MINISTRY OF DEFENCE 

(Dcpurtment of Defence Production) 

S. No. 34 ( 1 ) .  ---The case referred to In para 29(a) of the Audit Re- 
port (Defence Servtces), 1963 is  another anstance of bad planning and 
inordinate delay. It i s  deplorable that in the case of a machine 
ordered against nil 'Opcrnt lonnl Immediate' Indent, stipulating the 
completion of  supply 1111 N o w m  her. 1960. the jinal sanct~on to the 
cnt~stnrc.tion of an air-condituming building, required for its utilisa- 
tion should not have been accorded ti l l  September, 1962. As this 
building ( i n  the absence of which the machtne could not be utilised 
to more than 20-30 per cent of its capacity), was estimated to take two 
years for contpletton front the date of order of conrmencement. it 
tcoutd not be before September 1964, that the machine could be ex- 
pected to  toork to  full capacity. 

S. No. 34(ii).-The Committee desire the Ministry of Defence to 
give serious thought as to how to obuiute the recurrence of such cases. 
They would, in particular like the Ministry to examine, in consulta- 
tion with Finance, whether the esistirq procedure for the issue o f  
sanction/administrative approuul did not require to be streamlined in 
the case of urgent Defence Works which brook no delay. 

S. No. 34 (iii) .-The lndia Store Deptt.. London, are also not free 
from blame in this case. As against the normcll period of 1-2 months 



tolan C intpcctian, packing and &qmtch, they hod takcn about 
three marrtb, okhmqh the Indent was an 'Operational Immediate' 
om. Tho Committee are in-ed that the attention of India Stme 
hprtmcnt hcls been drawn to the deb8 in the resent case. Th- 
trust that the s a d  Department will ~rupulotisty attoid such delays in 
future. 

[S. No. 34(i) to (iii) of Appendix VII to 17th Report, (1983-64).] 

S. No. 34(i).-Bsfore placing the Operational Immediate Indent 
in question, the User Department had convened a Sitting Board on 
15-2-60 for drawing up rough estimates for the works services. Be- 
fore that, a Reccee Board had also gone into the question. The pro- 
posal for according administrative approval was received by Gov:, ln 
May 1960 and formal approval was conveyed in June 1961 and revis- 
ed admin. approval in September 1962. The dles leading to the Issue 
of the administrative approval and revistd admin. approval have been 
examined carefully. The proposal had all along h e n  dealt with 
promptly, at each stage. The time taken to issue W csdminiatrative 
approval was certainly longer than i t  should take to sanction such 
works but it must be viewed In the background that Government was 
venturing on an entirely a new project of aircraft manufacture and 
it had no precedent before itself to guide It. It was, therefore, apt 
that the proposal was scrutiniscd carefully at all levels in Air Head- 
quarters, the Ministry of Defence and the Mtnistry of Finance. 

Having a yardstick with which to measure the requirements of 
works services for a project of this nature, it is not likely that such 
delays will occur In future. In this case the work has been eomplct- 
ed and the machine is being utilised to its full capacity since April 
1964. Prior to this, the machine had been used on an average 40-50 
hrs per week since September, 1962 by operating i t  in shifts under 
cool weather conditions. 

S. No. 34(ii).--The Government does not consider it necessary 
to examine the question, as a general issue, o'f streamlining the exist- 
ing procedure since the Emergency Works Procedure is already in 
existence. However, instructions have been issued to a1 Undertak- 
ings under this Ministry that while considering proposals for the 
purchase of equipment, i t  should be ensured that necessary facilities 
for installation, operation and maintenance of the equipment have 
been or  are being provided and will be completed by the time the 
equipment arrives. They have also been asked to check up if there is 
likelihood of any undue delay in the provision df the installation/ 
operation/maintenance facilities in respect of equipment for which 



or* have already kcn p M  .ad submit p#.fodicd to 
theGwcrnmentinrsrpectofcamwhrt~dd.yrub.antidpltc 
ed. A copy of this Ministry's kttu No. 17Ql)lfU-DW), &tcd 18 
Nw. 81 b e d t m d ,  

S. No. %(Ui).-Nccegary inrtructions have been baed by tbe 
Department of Supplv to the DGISM, London. 

No. 17(21)/WD(PS) 

MINlSTRY OF DEFENCE 
New Dclhi. the 18th November, 1984 

To 
The Managing Director. 
Hindustan Acransutics Ltd.. 
Banqa b e .  

Thrb Mamgr ng Dl rector, H industan Aeronautics Ltd., 

601, Sachivnlaya Annexc. 
Born hay -32. 

(with 4 spare copies) 

The Managing Director. 
Bharat Electronics 1,td.. 
Jalhhnli.  Hnngalme, 

The Managing Director, 
Prago Tmls Ltd.. Secundera bad. 

The Manag~ng Director, 
Bharat Earth Movcrs Ltd,  Bangalore. 

The Managing Director. 
Mtizngon Dock Ltd.. Dockyard Road, 
Mazagon, Bornhq-10. 

The Managing Director, 
Garden Reach Workshop Ltd.. 
43. 46 Garden Reach. Calcutta. 

S U ~ E C T :  -Delay in the utilisation of imported equipment--0bsema- 
tioils made in t h e  Awlit Report (Def. Swt~ices) 1964. 

sit. 

I am directed to say that a case appeared in the Audit Report 
(Defence Services) 1964, where the delay in utilisation of an import- 



ed equipment bas been severely c r i t i c i d .  The equipment had re- 
m&td uAinrtrlld for over t h e  years. It hos been obmwed in 
the Audit Raport that lack of fore thought and proper plmning were 
W b l e  tor the delay in the utilisatian of the equlpmtnt. It is, 
therefom, delrired that adequate care should be taken by all concern- 
ed to ensure that such lapses do not recur. While considering pro- 
por#Ir for purchase of equipment it is essential for all concerned to 
make sure that the required facilities for installrtion, operation and 
maintenance of the equipment being procured have been or arc being 
provided and will be completed by the time the equipment arrives. 

2. 1 am therefore to request that in f u t m  before ordering Io); 
new equipment, the above points should be kept in mind and a cer- 
tificate invariably furnished to Government regarding availability 
o r  provision of necessary facilities for the installation, maintenance 
and operation o'f the equipment by the time the equipment is receiv- 
ed. In cases where equipment have already been ordered for, it 
should be checked if there is likely to be any undue delay in the pro- 
vision of the installation/operationltnalntenance facilities. In every 
case where such delay is expected Government should be informed 
of the same and periodical reports furnished of the efforts made 
overcome the delav and the results thereof. 

Yours faithfully, 
Sdp GIAN SINGH, 

Under Secretary to the Government of India. 

Authenticated for issue. 
Sd/- B. L. BHA'M', 

!7,'ll/64 

Copy 'forwarded to:- 
The Ministry of Finance (Defence/ Proj.). 
D (HAL,) ,ID (REL) /D (GRW MD) /D (MIG) /Avro Project Office 

Recommendation 

( 1 )  The Contrrrlttee note that 29'7 of the 340 imported sets (cost- 
ing Rs. 5.90 lakhs), stated to be required for immediate incorporation 
as jar back as in 1858, are still lying in stock. While the Committee 
appreciate the difficulties in the immediate incorporution of the 
mod~ficatton in the forward areas, they cannot help obberving that the 
Air Force authorities had been highly unrealistic in their assessment 
o f  the time required for the incorporation of mdijkation. 



(li) Whik the Committee u p p a a c e  the need b tirp i d p a o w  
lowcc8 &J the m4ximum pouibia cCSldRt, t h q  fed Chaf the time Cuken 
to & rn rhould be naroao-ble ro that the purpole jw which the asts 
ria& cur ragcrired u not urrdtnnawd In any way. In the pnmt  ccuc, 
the authorrtie cone-d had taken about three ycarr to find the 
mctt@'au& m d m I y  at the end of whtch ptnod t h q  had to place 
w&r~ abroad for ar many acr 31 purta, wlth the result that 223 sets 
oj the partr, nrpplwd by the H A L  could plot be used The Commtf- 
tc# derare that V ~ W O U I  rfforta 1h02lh.f now be d e  lor the erpedi- 
tiow p r m r m e n t  of the rema;ning jmrtu .to that the modtficatron 
can PH incvrpomted i t1  thc a~rcraft as aarty ns pssrble 

(S1 Nn 36 of Appcndtx VII rc, 17th Report (3rd Lok Sahhn]. 

( i )  It la accepted thnt Ihc ausvsamcnt of tlme fur the incorpra- 
tion of Vampue ~~rwl~l;catruns 3494 and 3495 was unrealist~c. The 
modiflciltion k ~ t s  for 3491 and 3495 were ordercd on ?IAL and UK 
rcspcc.trvely. Dcltverics frum U.K wcrc trtxrut 10 months earlier than 
those from HAL. It u also accepted that there has been delay In 
ordc.nn1: ccrrnurnithlc- q)nri., from abroad f t t r  :nod 34'94 

( ir)  ( a )  Mrd~licnt~otls 3494 t w d  34% artb wmpl~rnt~ntary  and ;IS 
such are to be cmbod~ed crmcurrmlly Due to non-availablhty of 
modidcatnm kit 3494, the sets for 3495 which were lmported earlwr 
could not be utiltsed. T a k ~ n g  ~ n t o  account thc man hours and exterrt 
of work rcquired for lncrrrporat~cm of thew modifica!rons. i t  was de- 
c~dcd  in Sc*ptember 1960 to embody them during major servicing 

( i i )  ( b ) .  As all the 31 deficmnt parts of Modlficatlon 3494 have 
slnce been received from U.K., Air Headquarters estimate that two 
yclnra will be rcquiwd for utilisntion of 297 sets of modification 3495 
which are already available Thereforc. the likely date of the cnm- 
pletion of task will be somewhere in the end of 1966. 

Director of Audit Defence Senwcs  has seen. 

[U.O. No. F. 4 (50) / a J D  (Air-I) , dt. 26-5-1965 1 

( i )  The Committee obsarvc t h a t  the ship in question scheduled to 
be delivered by September, 1959. is now expected to be completed by 
October, 1964. The Commitk.e take a serious note of the delay, parti- 
nrla t ty  as the ship is stated to h a w  been urgently requked for meet- 



ing the Nayy'r rcQuimmts. WhiEc the Committee grant that the 
&by was ptlrnorily cawed the failure of the Consultants (Metsrs 
ACL) to duchargv their obligation in regod to the srippty of dutail- 
ed msttuction plans (inelriding casrdinatnl plans). they obmcr 
ftom the conclusions of the Enquiq Cornmiltee that the Hindustan. 
Shtmord  are in no wag lsca to blame in the matter It ia ine.rplicabte 
why the Shipyard should hare failed to take advantage of th? Naval 
Hcudquartets' 08- to vain a squad of tlertrjciutis in the Naval Dock- 
yard Nor arc they ohtc to accept any of the suggestimr made b.tl 
M 's. ACL or AEC (Elcrtncat contmctors) tcgcttding the espeditims 
ccmlpl~tron 1)f  t h ~  shtp The rr~tnmittce dcsirc that every tfmt 
should notr hr made to mmpkte tlw Ship bp thc nett* target dobe 
(October, 1964) 

The Hindustan Shipyard d ~ d  avarl of the offer of the Naval Head- 
quarters and sewn  elcctr~ctsns wertx tratntd In the Naval Dockyard, 
Bombay. M 's. ACL and AEG had rwmnmended deputation of their 
officers to the Hmdustan Sh~pyard Ltd., for expeditious completion 
of the ship with :~-pccial wfercncc to fitting out without prepamtion 
of detailed plans. Such suggestion, rt was felt, would only have Icd 
the Arms to shirk their further rcspnnslhil~ty In thc mattcr 

As regards the extent to which the drtailcd drawing wertb requir- 
ed, ~t may be :toted that the cbxpwicnce o f  the MSL is that, with the 
local technical knowltdge of stoff avullablc In thc yard, detatled co- 
ordmated plans were neceslsary for rxpcd~tlou?l execution of the out- 
A t  work. In fact Hindustan Shipyard Ltd prepared the co-nrdinated 
plans for "DARSHAK". This is without a ~ s i s t n c e  from abroad and 
the shlp has slnce been completed and was delivctcd to the Nnvy an 
29th December. 1964 

Recommendat ion 

In evrdence, the Committee desired to know what action hud been 
taken on that part of the  Repart of the Enqu iq  Committee which 
deals wtth Cause8 for delay. The rgrcsentat i t~e of the Ministry of 
Transport stated that the Board of Directors had decided to  defer its 
consideration till the ship had been completed for, they feared the 
consideration of the matter a t  this stage n igh t  hamper expeditiow 
cmpls t ion  of the ship. The Committee are a little su-ed at t& 
ezrplawtion. T h q   re that necemaq acttion i n  the muttet. rhoulcl 
be taken without any further delay. 



ZZ# Boud of Mncton P ~ P ~ D  rccoauidard the in tbe fiebt 
-of the view q r a m i  by the PA.C. and rtiU subscribed to the view 
that the Shiwud &odd concentrate ita efforts and energies on the 

-eyndrtiou completion of the ship and refrain from commenting 
~r~ till her d4Iivary, particulrr19 sfnce the shipyard did not en- 
tirely agroe with all the Andin@ of the Committee. The matter was 
not themfore, @ken up by the Shipyard tiJl the ve~oel war deUvered 
on 28th December, 1964: and was rendering setidactmy service. The 
StLipyard'r views have arnce been received and the commcnt of the 
Minlrtxy an the findings of the Committee are enclosed as annexure 
'A'. 

Roeommendat ion 

(iv) The Commtttea dqrecate the negligence ahown tn this w e  
which resulted h an avoiddbie expenditure of Rs. 8:80 Wchs in re- 
conditioning the electtical and propulsion machinery even before 
it could be installed in the ship. The9 also regret to note that the 
Controller of States for the relevant periods had left the Yard, befwe 
re~ponrnbilitv for the damage could be @ed. The Committee would 
likr to krlow'the date, an whsch the damage came to light and the dcrk 
on which th4 Controllet of Stores l e f t  the pard. Thty now &rite that 
further wtum tn the matter should be taken to jEr rerponsibiItty 
~ c i i t h o l r t  an?/ toastc of t tnw and a report made lo  them 

A m o ~  TAKEN 

Thc Board of Directors of the Hfndustan Shlpyard Ltd. appointed 
at their meeting held on 20th October, 1962 a Committee of two Direc- 
tars to investigate into the circumstances in which damage was c a u . 4  
to the electrical machinery while in storage at the Shipyard, with a 
view t n fising the reqwnsibility. 

It  will be noticed from the report that normal attention as  per the 
practice obtaining then was paid by the concerned officers in the 
Shipyard for the starage of the above machinery and that special 
attention could not be given on account of: 

( 1 )  handling of large quantities of steel received in bulk in 
1958; 

(2) absence of an h~pection hpartment which was opened 
only in June, 1960. 

(3) Further, the supplies of the machinery as well as the then 
Technical Director of Hindustan Shipyard Ltd., an a- 



ployee of M s. A. C. L. specifically advised the w n d  
departments in the Shipyard not to open the cases till re- 
quired tor erection on ship. 

The Board after considering the Committee's Report however, de- 
:ired the committee consisting of Shri Jehangir P. Pate1 and Dr. 
M. V. Krishna Rao. Directon to report further on the following 
points : - 

(a) Analyse, tbe vanoos aspecb of negligence which had re- 
sulted in the damage to the electrical machinery; 

(b) Locate the responsibility therefore, specifying the names 
of the conc~rned ofacers and staff; and 

(c) suggest remedial measures to avoid a recurrence in future. 

A copy of the report submittecl by the Committee is enclosed as 
annexures 'B' and 'C'. I t  would be seen that the Committee did not 
find it possible to Ax mdividual responsibility fur defective storage of 
the machinery. having regard to the circumstnnces prevailing at that 
time. Thew were adopted by the Roard at their mecting hold on 18th 
April, 1964. 

The Machinery was received in the Shipyard on 10th April 1968 
and was inspected in Drccmber. 1961 (when i t  was required for ere+ 
t~on) . 

It was only a t  that tirnc that the damage was detected. 

The following oficers of the Shipyard wcrc incharge for storage 
of the machinery durlng the periods shown against each:- 

1. Shri R. Seshadri.-Deputv Controller of Stores, upto 3lst 
December. 1961. 

2. Shri S. B. Ranadey. Stores Oficer upto 26th December, 1960. 
3. Shri M. C. D'Lima. Sr. Suptd. of Stores, from 1st January 

1w. 

4. Shri C. T. Biddappa, Supdt. (Bond and Machy.), from 27th 
Decemk, 1980. 

(v) The Enquiry Committee had also ~ecmmended that the legat 
and other f d i t i e r  for breukfng awag from Mems. A. C. L. should 
be examined by the Manugement and the Boatd of Directors. The 



Cumnittee hope that thu ~ c t  has been ex~~nrirud. Thty touufd 
t i k  to be informed of t b  finucicll impliccrtiont of the termi- of 
the contract with the consultantr. 

When the contract for the veacl, INS "Darohak" was placed with. 
thc Hindustan Shipyard by the Navy, M/s. A. C. L. who were t w  
Tcwhnicsrl Consultaxrts of the Shlpyard at that tlme, were entrusted, 
under a special agreement, with the designing and preparation of the 
e n t m  drawtngs rt.qu~rcd for thc construction of this ehip. In Jt~ly 
1958, the mom t c ~ h n ~ c a l  consultaney arrangement between the Ship- 
yard and Mcaars A C L was tcrminatcd. but the spe~al arrangement 
far thr supply of plan- and drnwlngs for the survey v~ssel continued 
to subsist. Under this agreement, Mts.  A C. L had undertaken to 
supply all the plans end drawings necessary for the construction of 
the survey vessel at a fee of Rs. 6 . 5  lakhs While flnalidng the 
arrangement for thr~ preparat~on of designs and Plans with M:c;. 
A C. I,, ncrthr t l w  Sh~pynrd nor M 's  A C. I, could h a w  a p r w k e  
r d ~ a  of the exact quantum of work in\~olvcd in this job as the vessel 
was prototype of construction conceived for a specialised senvice with 
various. extraordinary items of equipment. Consequent on design 
work done by fore~gn consultants situated away from the Sh~pyard. 
dimcult problems of co-ord~natlon, some of them almost intractable, 
nroae bet ween the consultants and the s u ~ p p l i e r s  of various major 
l t m s  of machinery such as propelling machinery, elcctrical equip- 
ment, piping plant, air-conditioning and ventilation system. In &- 
~ e m b e r  1960. M e s ~ s  A. C. L. complained that they had to do a num- 
ber of drawings more than once as a result of the alterations made or 
new ideas introduced by the Navy and also that they were required 
to supply a good deal of extra plans over those vi-malised earlier as  
well as cosrdinate the modified drawings of the sub-contractors. For 
this they demanded an extra payment of Rs. 3 lakhs, making a %tal 
of RF- 9.5 lakhs. This was agreed to and a fresh agreement comprw 
ing the full scope of supply of plans, schedule of delivery of plans, 
guarantees, etc. was settled in discusLFion a well as in correspondence. 
Although a formal contract embodying these terms was drawn up 
and sent to Messrs. A. C. L in February, 1962 for their signature, the 
document was not signed by M Is. A. C. L., despite several reminders. 
According to the terms of the revised agreement M / s  A. C. L. were 
to  supply all the drawings as referred to in the scope of supply which 
included, among others, the fully co-ordinated working, drawings of 
electrical installations as well. 



According to the schedule of delivery contained in the revised 
agreement. thc supply of all plans i~~cluding basic designs, detailed 
working plans and c+adhatibn drawing was to be completed late~:t 
by the end of October, 1961. Approximately 474 p!sns were involved. 
apart from Coordinatmn drawn@. Upto the end of 1962. only 301 
plans had been recclved, besides a few Coordination Drawings. This 
affected the construction schcdulc of the ship very adversely and put 
the Shipyard to heavy loss nrjd gwnt ilicunucnient'c. Therefore, in 
January, 1963 when i t  w a s  clcnr that %I S. A. C. L. had failed to keep 
their promise to supply all plnns tncludltq t h c  ctwdination drawtngs 
according to the terms of the rev~.Ped agreement, despite all the 
assistance rendered by the Shpyard, the Board of Directors of the 
Sh!pyard. decided t o  tcnnlnntt. !)w ii\rrnngtwcnt wi th  M 1s. A. C. L. 
for supply of plans and to dcnl dlrt*ct!y with vnrmus subcontrac t~m 
and mnkc other arr:~ngtwcnt?; for completing the joh on hand. 

Out of the fee of Re. 9-50 lnkhs payable to M!s. A. C. L. for supply 
of dcsigns'plens, an amount o f  Rs. 5-05 lakhs had bccn paid by the 
time the decision was taken to terminate the  a r r :~~~grmr*nt  with them. 
The  amount paid to them fell short of thc work nrtitnllv done by 
t h r n .  It was however. decided not to pay the bnlnncr to MI. A. C. L. 
They did not accept the failure on their part, protested agninst ship- 
_vnrd's dcclsion to break off with thcm and c-xprcssctl their intention 
to resort to arb~tratlon. Howcvcr, they have trot pursued the rnrttcr 
s:ncc August. 1963. 

Recommendation 

(v i )  The Co~n ?, l i t  tee also underdand from Audit that the Ccmsult- 
#ants have alread?/ been paid Rs. 5 lakhs agninst the total sum of 
Rs. 9 . 5  Enkhs due to thrm under the agreement.. They umrld like to 
know whether the Ministry has satisfied itself that the payment made 
to  the consultants was commensurate wi th the services actually rat-  
&red by them under the contract. 

[S. No. 45 of Appendix VII to 17th Report, 3rd LS.] 

The Minktry Is satisfied that the amount of R6. 5:05 lakhe paid 
to M/s. A. C. L. towards their fee of Rs. 9-50 lakhs was commensurate 
with the services actually rendered by them. They supplied as many 
as 307 plans out of a total of about 474 plans required for construc- 
Lion of the vessel. 



(a) The failure of ACL to discharge their obligation3. In this 
connection it may be noted that the design fee was increased from 
Rs. 6:s Idhs to 9 lakhc. 
a 

(b) The failure of ACL personnel in Hindustan Shipyard Ltd. to 
keep Hindustan Shipyard Ltd. personnel informed of p r o m  of de- 
dgn, etc. upto July 1058, and to hand over properly prior to their 
dtpprtute. 

(c) The lack of understanding in Hindustan Shipyard Ltd. of how 
a h i p  of thin type ought to be built. 

,(dl The failure df Hindustan Shipyard Ltd. to take advantage of 
NHQ ofTet to train a q u a d  of electricians in the Naval Dockyard. 

Government agrees with the findings of the Committee. Out of 
the amount of Rs. 0:5 lakhs payable to Messrs. ACL as design fee, an 
amount of Rs. 5: 05 lakhs had been pald by the time the decision was 
taken to break off with them. The amount paid to them fell a lit11 
short of the value of work actually done by them. The Board of 
D ~ r e c t o r ~  have decided not to pay the balance to Messrs. A. C. L. The 
company did not accept the failure on their part, protested against 
Shipyard's decision to break off with them and expressed their inten- 
tion to resort to arbitration. However, they have not pursued t h e  
matter since August, 1963. 

Although at the time of placing the orders for thi.: ship in 1954 '.he 
Shipyard had not enough experience to .build a ship of this type, they 
accepted the order at the instance of the French Consultants and 
agreed to built the ship to naval requirements for the first time in the 
yard with the encouragement given to them by Mjs. A. C. L. It may 
be mentioned further that after years of experience of building a 
number of ocean-going ?hips, the sh:pyard has now gained experi- 
ence in methods by which a ship of this type ought to be bu!lt. The 
ship has since been completed according to the method formulated 
by Hindustan Shipyard itself and delivered to the Navy on 28th De- 
cember, 1964. 

As already mentioned against para 58, the Shipyard did avail of 
the%ffer of the NHQ and seven electricians were trained in the Naval 



Dockyard, Bombay, emt ia l l y  reqt:;red, yet it may be stated that 
the insistence of Hindustan Shipyltd Ltd, on coordination plah was 
based on the Naval rcquirernents that the general arrangement plan 
of the h i p  showing the electrical fittings, Piping, outfit. Steel etc., 
should be submitted first. The reca3nrnendathm of the Enquiry Com- 
mittee, headed by Admiral T. B. Baa, that the detailed coordinated 
plans were not necessary was apparently bared upon the practice of 
shipyards in Europe. The experience of Hindu-n Shipyard Ltd. Is 
that, with the Local technical knowledge of staff availuble in the 
Yard, detailed coordinated plans were necessary for rxpeditfoua exe- 
cution of outfit work. This has been borne out by the expericncc of 
Hindustan Shipyard Ltd. on "Darshak" in as much as the vemel was 
completed only after preparation of coordinated plans by Hindustan 
Shipyard Ltd. themselves without assistance from abroad. 

The ship has dnce been completed by the Shlpyrrd and was 
delivered to the Navy on 29th December, 1964. 

A N N E X U R E  'R' 
HINDUSTAN SHIPYARD LTD.. VISAKFIAPATNAM-5 

Report of the Investigations done by the mcmbcrs of the Butlrd' 
of Directors, t w .  Mr. J. P. Pate1 and Dr. M. V. Krishna Rao on 23rd 
and 24th February, 1963 to investigate the following: 

"IJeterioration of electrical machineries received for the con- 
truction of Naval Survey Vcssel-I.N.S. "13arshak"--V.C. 
136. 

AND 
Procedure for preferring claims on underwriters". 

The fdlowing offictm wcrc examined by the Board of Enquiry 
or, 23rd and 24th February, 1!463: 

(1) M r  B. B. Das Gupta, Controller of Stores 
(2) Mr. F. S. Rodgers, Chief Shipyard Manager 
(3) Mr. G. Puri, Inspector of Stores & Machinery 
(4) Mr. M. C, D'Lima, Scnior Superintendent of Stcres 
(5) Mr. R. P. Chitra, Asstt. Manager, Engineering Dept. 
(6) Mr. Samson, Foreman. Engineering Dept. 
(7) Mr. G. T. Biddappa, Superintendent of Fond, Machinery 

and Clearance 



(8) Mr. D. Mukhalingcsrwara Rao, Accounts Department 

As a consequence, the facts narrated below were brought out. 

Tbe mght packages af machintry containing the propulsion motor, 
#eneraLars and auxiiiry engnes for the Naval Survey Vessel-V.C. 
136 arrived in the Yard on !Oth April, 1958 by ss. 'Jala Dhanya". 
The wcrght of respective caws were as follows: 

(a) P r ~ p u l ~ i o n  motors-2 Nos. (case No. 8 & 15)-2i tons iqqxox. 

(b)  Propulsion gcneraturs-2 NOS. (Case Nos. 9 & 16)-- 15 tons 
itpprox. 

((.; Auxiliary generators4 Nos. (Case Nos. 1 to 4)-14 tons 
iipprox. 

The cases w b r c  kept under the 125 tons crane under covcr of double 
te rput in  as 1s the usual practice. Thtw psckaqes irlr also kept 
uncior hc~nri t ~ l l  thcy arc fitted o n  t o  t h t b  s h ~ p  m d  :he s h t ~  sails f r ~ m  
h c ~ c  I t  r i ;  tlw usual prnct~ce In the Yard t o  ktvp tile hclvy machi- 
nwics w t v ~ h ~ n g  morc8 than clr nc-ar :~boul 20 tons un,lc~ double tnr- 
paultn t.ovcr under 125 tons crane, as there is no facil~ly for trans- 
ptwtlng these packages under e covered shed by sultablc mohik 
crarncs in the Shipyard The praciicc was in vogue irum the very 
hc:;lnnlnp. This covcrlng with double tarpaul~t~s is con~i?erctl ade- 
$u.:tc i d  s a k  as the packages are packed in seaworthy pocking 
anti will not be liable to lcnklrge under normal circunlittlnces 

E\WI i f  tcmp)rary covcwd shed wa5 prlqxmd to 'or. built o:w 
these pckagcs.  i t  was not practicable as in that case the 1:'s tons 
r r m r  cr)uld not operate for mnvemcnt o f  t !~est .  pacriaeci and also 
takinp OL.: Ihr mi~chincry from thesc puckagrbs t I be f i t t d  on to the 
ship. 

Th<s,r mckages were not opened till thrv were hand& over to 
the Enginwrinp D~pnrtment in two lots. Casc Nos. i. 2 ,  3 and 4 and 
-Case Nos 8, 9. 15 and 16 were handed over to the Engineering De- 
partment on 23rd October, 1961 respectivelv. It was not the usual 
,practir.c at that time to open the cases which are imported from 
a3wad mainly for the following reasons: 

(I) The cases were in sea-worthy packing and thev were good 
enough to resist this normal atmosphere ccmdition. The 
packing cases obtained inner lining of tarl-ed waterproof 
paper to make it imprevious to water. 



(b) There waa no proper inspection cell till i t  darted in J m  
1960. 

(iii) There wqs a verbal instruction from the then French 
Technical Director Mr. Paul Maerten not lo open any 
packages till such time the machineries are required to b. 
installed in the ships under construction, if the cases are 
received in sound and outwardly pod conultion-Exhibit 
1. 

However, in spite of the above conditions the ccrscs were kept 
under cover of double tarpaulin and the packages thvmsolvcr wc8re 
raised from tile ground by about 6 to 8 inches due tn having dunnage 
at tbe Dn:ton of the case. So, nu water can gut in either from the 
b y  or from the bottom. 

Since the arrival of these cases in 1938, although normal atten- 
tlan wns paid for the safe custody of the cases, particular attention 
was not possible for the following reasons: 

(i) The then Superintendent of Stores was iincit*r suspcnslon 
from December, 1955 till 30th Junta, 1959 when his service 
wert terminated. Two staff members from November 
1955 and one stoff member from May, 1QS7 were under 
suspension till 30th June, 1959. 

( f1)  In April, 1958 a start was made ta shift all the stores from 
old rigging stares and General Stores scuttetrd all over 
the yard to the new General Stores, constructicm of which 
was completed in August, 1957. Similarly. after the corn- 
pletton of the auxilrary bays of new prc.ftrblwntion shop, 
the mnch~neries from Bay No. 3 and 4 of the old Hullshop 
starLdd shifting in June, 1959 and in May, 1960, the cntire 
Rays No. 3 and 4 of ald Hullshop were hmclcd over to 
General Stores to shift the other bonded niatrrialu. for 
safe custody. 

( i ; ~ )  In 1958, we got an ad hoe bulk supply of steel in addition 
?o almost all the machinery packages for V.C. 136. The 
total receipt for the year was of a very high order which 
i.r shown in the Graph for materials handled by Cretirancs 
4 by sea and rail) Exhibit11 (Not enclosed). 

In addition to the above factors, against smooth running of the 
organisation, several ofacers were Incharge of Clerrance, Bond and 
Machinery Stores since 10th April, 1958, the arrival of the packager 
till the handing over of packages to the Engineering Department 
The organisation as on 10th April, 1958 was aa f o l l k :  

347(aii) -18. 



(2) Mr. R. hhadri,  Dy. Controller of Stom (rlach.rgs od 
Cleannee, Bond M.chinery and Disposal). 

on 13t June, 1939, Mr. 8. B. Randc, took c h q p  of Bond. Machinery, 
Clearance and Dfspaael un& Mr. Seshadri, who wm thcn over-all 
br-charge of all S t m .  Mr. C. T. Biddeppa took over t k  charge of 
the snmc on 26th December. 1980. Mr. DlAma who waq prom~teci 
.s Scnrnr Supermtendent of Stores took over charge of Machincry 
G t o m  as well on 1st January, 196.2. A note from Mr. Id. C. D'Lima, 
Senior Sqwrintendent of Stores, dated 18th August, 19SL is shown 
rL Ew;bit go.  IU. 

' I ' h  lnspectjon Dcpartmcnt of the Shtpyard u*ai sfarfcd in June. 
1Wd 11 was thcn decided that Inspector of Stores shou1:l inspect 
J1 the caswl lying uader Bond and Machmery Storeo. So, he started 
h i t ,  with ~mpectmn of t h e e  bonded machinery where the perrod 
of tmutanee with the underwrattr~ was about to expire in addltion 
to thc current day to day tnsprct~on of the new arrivals. 
By crdoptirq this method. he completed the fns~cction of all the 
bonded materials that were in the Shipyard inchdlng the fresh 
arrivals ordy in Dcccmbcr 1962. That's why, evclj after the forma- 
tion of the inspection Department, these 8 cases of V.C. 136 cwld 
not be examined by  him as early as 1960 because their period of 
lmrance had already expired This explanation b not acceptable 
to us. Now the shipyard is current in their inspection and except- 
lng the ncw arrivals, there is no other caws in Bond and Machinery 
which have not been fnspected by our Inspection Department. 

As the construction of the vessel, V.C. 136 was delayed, Shipyard 
wanted the guarantee period by MIS. A.E.C. to be extended. There 
wm a dlacussion between Mr. Iiolzkamm representinq MIS. A.E.G.. 
and Mr. El, C. Raut and Mr. H. S. Rao representin: M / s .  Hindustan 
Shipyard Ltd. In their letter dated 11th February, 19r311, M/s. Escorts 
t td . ,  Agenta of M/s. A.E.G., confirmed the discussion saving "due t o  
indefinite date of storihg crrectiorc work on V.C. 136 it does not seem 
to be favorrrabk for opening of the boxes and replacing the machi- 
w r y  to el-ic conditlims afterwartis, until erection takes place", 
A copy of the letter of M/s. Escorts is shown in Exhibit No. IV Mjs. 
MAN.,  maiu supp l i~  of propelling machinery along with M's. 
AEG. the suppliem of the electrical machineries, vide their letter 
dated 7th April, 1960, sf&d "M/s. A.E.G. does not want tte cases 
fo be qwad before the bta l la t ian  of the pa:& into the ship takes 
place, since in Ws case;, .ths oanstruction of the instrument must Be 
destroyed wl in c u e  of 'fudher storage, the various pons mipht be 



Nmaged". The -tract from M/r  lK.A.N.8 letter dated 7tb Ap* 
is rhlnrn in Exhibit No. V. There were some drscussiono on 

m, 8th and 9th April, 1958 between Mr. Bows representing hi/& 
a Q .  m d  Mr. J. Charpentier and Mr. H. C. b u t ,  ntprescntfny M/fk 
Bindustas Shipyard Ltd., regarding the survey wwl, V.C. 136. In 
this discussion also, Mjs. A.E.G. opined that "representative cases 
containing the electrical equipents"  should not be o p n e d  either 
for inspection or for survey as the equipment Is specially packmi in 
cases luled w ~ t h  special materials ta make them alsolutely impcrvi- 
eus to atmospheric cond~tions. A copy of +hc M i n u t c ~  of Diuwssion 
I8 given in Exhibit No. VI. 

The above facts will go to show that from all points of view, the 
opening of the cases by M ' s .  Hindustan Shipyrlrd Limited, wus not 
possible due to the restrictions imposed by t h e  suppliers themselve~ 
urd under thc conditions prcvsiling at that timc.. 

At the end of 1961, when it was decided to start erection of the 
electrical machineries, Cnsc Nos. 1, 2, 3 and 4 werc handed over t0 
the Engineering Department on 23rd October, M I .  EngItreering 
Department immediately took up inspection of these cams after 
opening and they found that some of them werp damaged b r ~  tusttn# 
and in one case both propulsion motar field cods were immersed irz 
8he water at the bottom. Th~s inspcct~on was done in Declcmbct 
1961. An extract of the inspection report is allachcti at Exhibit 
No. VII. It was really very surprising how the w t c r  could bc found 
inside the casing as the packing c 3 m  had waterpnwf lming inside 
the case and the cases thcmselvcs for, thcse were rovered by double 
tarpaulin and excepting 8 cases no rusting and damages were found 
in any other machinery of V.C. 136. We are trot able to get a 
rat is fact^ explanation of how the water damage took place. 

Immcdintely on receipt of this report, ?he rcprescn:aLivc of M/s. 
A.E.G., Mr. Jlolzkamm, visited the Shipyard durinq 15th and 17th 
January, 1962 and inspected these 8 cases and gave us a report with 
a very approximate estimate of Rs. 1 lakh for the repairs of these 
electric propulsion motors and generators, vide Mcssrs. Escarts' letter 
dated 18th January, 1962, A cony of this letter is cncloscd a t  Exb. 
No. VIII. Subsequently, M/s. Escorts by their letter dated 3rd May, 
1962 sent us a detailed approximate estimate for the repairs 04 the& 
electrical machineries and from the very beginning theg suggested 
that these electrical equipment8 have to be sent to Germuny fol'&- 
pair and kst to enable them to give us the required guarantee nf 
perfonnancc after repairs e4c., are carried out. A copy of this letter 
b . e w ? 4  at  w i b i t  go. - P$. 



InrceorduJadththcdeddontrtnbytheShfppurdlBoud 
al Directors tour p.ctyper of ~~ mOtOn udl 
generators were shipped to Germany on Zbd June, 1962 per ur 
"Utenfek" and Eour number of auxiliaiy genentorr--Cuc Noa L & 
3 and 4 were shfppcd on 3rd November, 1962 pa 8s. "AhnurtaEo*. 
b 1@62 when the possibility of repairs of the aux~liary generaton 
Were referred to the different Arms dealing with eIectrical machines- 
iu including Messm. Heavy Electricals Limited, Bhopal and h'aval 
Dock Yard; etmpbodv ebe refused to take this job ercepting Naval 
Dockyard, who agreed to toke up the rcpairs of propulsion auxiliary 
generators only. However, subsequently, even Naval Dockyard ex- 
gmssed their inability to take up  the repairs of such electrical 
machineries due to lack of facilities. That is the reason why the 
aecond lot war tent nearly 21 months after the first lot of four cotes. 

In the meantime, the Hindustan Shipyard Limited applied for 
export licence with a request to release foreign exchange to the tune 
of Rs. 1,65,OQO for the repairs which was sanctioned by the Ministry. 
Svbsequcntly it was thought that Fk, 1,65,000 would not be d c i d  
to cover the repairs. As such, additional sanction for release d 
foreign exchange of Rs. 40.000 was asks for. However, thia has not 
comc through yet. In the meantime Messrs. A.E.G. on receipt of 
theae eight consignments, opened the cases, examined in detail and 
hos now put up an estimate to the tune of D.Ms. 6,57,000 F.B.O. In 
addition, the test charges and Lloyd's Survey Fees are separate which 
has subsequently been intimated to the Shipyard as D.31~ .  3,700. 

Messrs. A.E.G. are willing to give a guarantee for these repaired 
machineries for 6 months after the commissioning of the vessels or 
12 months from the date of ddivery whichever is earlier. This 
guarantee is nnt stil'able to the Shipyard considering tbu date of 
completion of V.C. 1%. Hence, Shipyard has requested Messrs. 
h E  G. to increase the guarantee period to 24 months after  deliver^ 
instead of 12 months. In reply, Messrs. AE.G. bus agreed to in- 
m a r e  the guarantee to 24 months after delivery, if Shipyard is p m  
pared to pay for insurance a sum of D.Ms. 12,000. 

The offer of Me-. A.E.G. is valid upto 304-1963 and the order 
has to be placed before 28-2-1963 in order to enable them to send 
beck the first lot of electrical machineria in June 19S3 for keeping 
tbs echedule of conrtnrction. 

Sd/- M- V. -A RAO 



Extract from Receipt a d  issue of iurchinery, piping phnt and 
electrical mrrteriaL~ imported !torn Cennclny for V.C. 116/122, 
dated 5th Janunty, 1W. 

You are aware that R good dral of discussions with Technics! 
departments and M.D. at the trme of receipt of the above materials, 
It was Anally decided by T D that (1) contents of cases received in 
sound and outwardly apparent condition are to be taken as correct 
and these cases are not to be opened but to be issued to departnients 
in cases only (2) that cases received in damaged contlitic ~t art. to be 
spened and checked w ~ t h  invoices and surveyed, ~f nccmsary (3). 
In cases of shortages found in wund cases on issue for e r d t o n  ahott- 
agm to be reported to Purchase to rccover claim from ullderwriterb 
(4) On this basis stores to proceed with BondLng arrangement etc. 

SUB :- VC 176 machimy (Propulsiort motors and generatort) found dafocth. 

I. Description of machinery found defective : 

(a) Propulsion motors (Wt. 27 totis 
each approx l. . 2 Nos. (C;uoeNos. 8 &  15). 

(b) Propulsic~n generators (Wt. I 5 
&on$ each approx). . 2 Nos. (Crwe Nos. 9 & 16). 

(c) Auxiliary generators (Wt. 14 
tom each) . . 4 Nos. (Cose Nos. I to 4). 

Date of tlrrival :' . . 10-4-1ys8 

Name of the vcsxl by which arrived : " JA WDHANYA" 

Total No. of pkgs. arrived per 
the v&. . 44 Nos. 

Bill of entry No. & date . . 8r doted 18-6-1958. 

BoadNo.&Date . . 45 &ted 291-1958. 
What they were stored and how :' At the jetty under cover of double 

tarpr-. 

Whether these pkgs. were inspected 
by anybody before : . . No. 



9. Name of the aodc#ncd ofiic+n 
w b w i n d u t p r :  . . Mr. R. Sahlb.i (Dy. C o .  8.) 

upto 31-1a-1g61. 

Mr. S.B. Rmade (Storw OdBccl) 
upto 26-It-1960. 

Mr. M. C. D'LimP, Sr. Supdt. 
of Storw from z-I-I~&. 

Mr. C. T. Rid&ppa, Supdt. (Bond 
& Machinery) f m  27-12-1960 

EXHIBIT 1V 

ESCORTS LIMITED, FORT BOMBAY-1. 
T-100 iSN (In duplicate) Febtuory 11, 
M m s .  Hlnduston Shipyard Limited. 
Gendhigram, Visakhapatnm. 

VC 136-I.N.S. 'Darshak' (Survey Vessel) 

2 MAN Main Marine Diesel engines V8V22/30 m 
W/No. 309007 /8 
4 M.A.N. Main marine diesel engines W6V22/30 
W /No. 305026-29. 

Dear Sirs, 

Kindly refer to MAN'S letter dated 2nd February, 1960 a d d r e d  
to you in regard to the guarantee engineer for the A= equipment 
fnstalled in the Survey vessel. In this connection, kindly refer to 
the djscussions our Mr. Hokkmm had with your Mr d. C. Raut and 
Mr. H. S, Rao, and we have pleasure in confirming the same as fol- 
lows:- 

Our Principals Messrs. AEG Schiffbau insist on a thorough 
inspection and insulation test of all electrical machinery 
delivered by them for the above mentioned vessel before 
replying to your request regarding the extension of guar- 
antee. The representative of Mesas.  AEG SchifFbau ir 
requested to cheok and test the equipment stored for your 
Yard and submit the detailed report about the condition 
of the same. 

2. Due to the indehite date of starting ereethm wt m 
VC 136, it does not seem to be fevoutable opening afi tho 



x ~t was agreed upon that you wit1 nulte necessary ~11:..ad; 
menta so that the erection work on the propulsion X A O ~ I I  
may possibly start eady March this year, that means tha 
propul4on motors will be tested and inspected soon after 
opening the boxes. Regarding the pn'pulsian and a& 
liary genetlrtors, we would r~quest y m  to plessc w d t  for 
the reply from our Principals in regard to the extension of 
guarantee. 

We shall thank you to please inform us at the earliest a W t  com- 
mencing the work in the main engine room as well as in the auxi- 
liary engine room, so that we are able to take necessary action for 
testing and inspecting the qencrntors. Furthermore please let U8 
know whether the proposed time for starting the work on the propul- 
aton motors can be kept by yourself, ao that our repnaenbtjve may 
proceed to Visakhapntnam by early March this ysrrt. 

-king forward to your reply and in the meantime, rque8ti& 
you to kindly remit the last 10 per cent instalment of DM 287,689, 
we remain. 

Yours faithfully, 

fm Escorts Umited, 

CC to: M.A.N., Augsbnrg. 
AEG Schiffbau. 

E X H I B I T  V 

TRUE EXTRACT or M/s. M.A.N.'s umm NO. D2 DATED 7-4-1960 A B O ~ T  
THE OPENING OF V.C. 136 M/s. A.E.G.'s. CASES 

We received again a letter from A.E.G. dated 22nd March, 1960 
in which !hey informed us that their Anal assent cannot yet be 
given. Messrs. A.E.G. were informed bp their Indian Agefit, Mr. 
Holakamm, that t he  installation of the engines into the ship has again 
been postponed for an indefinite period of time. The A.E.G. do- 
not want the cases to be opened before the installation of the pa& 
tnto the ship takes place since in this case the protection of the in- 
stnments must be destroyed and, in case of further storage, the vah- 
ous parts might be damaged. Thus, it wlll still take some time until 



EXHIBIT V1 

Est+ack from the 'Minute8 of the Meeting k&i in the ptmbet of 
Hindwtan Shtpgard Mwte M t e d ,  Vakhqatnam on 7th. 8th 
and 9th Am, 1956 regardrng the Suwey vessel VC 136.' 

Mcwrn. A.E.G. . . Mr. Born. 
Nesam. Hindurtan Shipyard 

LimI ted. . . Mr. J. Charpentier 
. . Mr. H. C. Raut. 

(1) The minuter of the meeting held on 7th and 8th April, betwear 
Naval Headquarters reprcsenta tives and M 1s. Hindustan Shipyard 
Private Limited, representatives in the presence of Mr. Borrs of 
M/s. A.E.G. are given to the representative of MIS. A.E.G. for neces- 
aary and urgent action in regard to the points for whi*h Nk A.B.C. 
u e  reaponsiblo. 

Drawlngs showing special precautions to be taken by H.S.L. dur- 
ing unloading the machinery and shipping in during erection are to 
be despatched by Mjs. A.E.G. to H.S.L. at the earliest: 

In the opinion of Mi's. A.E.G. representative cases containing the 
electrical equipment should not be opened either for inspection or 
survey, as the equipment is specially packed in cases lined with spe- 
cial material to make them absolutely impervious to atmospheric 
oonditiona Opening of m y  particular case may be effected, if it is 
found damaged during transit. Such cases after examination ate to 
be repacked in the anme way and stowed in a sheltered dry place. 

Sat- J. CHARPENTIER, 
Technical Director 

Sd/-  H. C. RAUT. 
w- mm.) 
A.S.G. Reptcsmtatitw 



&@nea inspected: (1) 4 Auxiliary Dierwl engines coupled with 
generator W6VWSO Super charged. 

(2) 2 Main Diesel engines. 
(3) Pmpulsion motors and Main generatom. 

Both the propulsion motor field coils are fmme+ued in water a t  
the bottom. The generators for Main engine do not have water a t  
the bottom but the parts are rusted inside. Only a superficial inspec- 
tion was carried out for these 4 machineries. 

By viewing the conditron of one auxiliary engine which hae been 
overhauled 50 per cent, our comments about replacement of original 

for this engine are that it will not be necessary to replace the 
parts. It is of course too early to inform about the condition of the 
Main diesel engine and the other three auxiliary engines. 

Sd!- 
Asst. Foreman 

M/s. Hindustan Shipy~rd Ltd. (In duplicate) 

Gandhigram, Visakhapatnam. 
Electrical propulsion equipment for VC. 1361.N.S. "Datshalc" 

A.E.G. Ref. S.3272 B 555. 

Dear Sirs, 
This has reference to my visit to yaur Yard during 15th and 17th 

January, 1962. As promised, I am enclosing herewith a brief state- 
ment regarding the condition of the electrical machinery of the 
propulsion plant as well as my suggestion for further proced~rs. 



lllndly note that thsso auggmfia6r have to be co- by my 
Principals, WB. U . G .  who in gcacrrrl, I feel that the sarne nill be 
unr r lw  

In regard to the scqn of rsphcememt plrfrc, b d l y  thst wbem 
stating the value of Rs. 100,000 I did not refer only to field coUs and 
fnter-pole coils but also to other materials which at the time of 
executing the required works are found defective or deteriorated. 

Kindly let me have your views an these suggestions by return af 
mall to enablc me to take further steps with my Principals. 

Whilst on the subject, I again refer to the link boxes, the order 
for which has been cancelled. As already explained to you during 
the visit of Director P u t ,  I again pointed out that when installing 
the generators and executing the cable connections, you wiU have 
rerfous dlf8cult ies in Anding sumcien t space for connecting all cablea 
to the existlng terminal boxes on the generators. It is therefore 
rtmngly edvisable to accommodate the link boxes on the gsn6ratOrs 
and I feel that as long as the generators are in your workshop, the 
motmting of the link boxcrs t.r. welding of the same on to the gene- 
rators cnn be executed fn the most suitable way. You an? kindly 
tequcstcd to reconfider your flnal reply and waive the cancellatian 
ai the order for the same. 

Looking forward to your earliest reply for the above suggestion. 

Encl: 
A.E.G. Schitlbeu 

I remain, 
Yours faithfully. 

For Escorts Limited, 
SdJ- V. HOLZKAMM 

ESCORTS LIMITED BOMBAY-1. 
T-19WHOR 
Mmsrs. Hindustan Shipyard Ltd.. 
Virrakhapatnm. 

3rd May, 1962. 

V.C. 136 Reconditioning of electrical propulsion equipment 
supplied by Messts. A .E.G .-AEG Project No. 26476 /@ill? 
Ex. 48. 

Dear Sh, 
This has reference to your letter No. &Pl~jDet  ~ a r t s t l q m  

dated 7th March, 1962. In response to Mr. Holzkaniun's ?t'pod to 



our princijxds about reconditioning of the elcctrlcrl pmpubtm pl- 
we are now fn receipt of Messrar. AEG's. estimate for the 
expenses. We may draw your attentNm to the fact that siXXf2 tbh 
exact amount of the damage cannot be anticipated by them before 
thorough inspe -tion in thew works, the estimab 8s given below will 
naturally be on the high side. However, the bsstc costs of over- 
hauling are mentioned rcparatcly and this covers the gencrnl work 
Involved for ovcrhaul;ng each machine without any replacement 
brts .  In details wc wrsh to submit our quotation as follows: 
(1) For m u l s i o n  Motors 'flupe GLC 697618 

(a) General overhnullng of each machine i.e. di~mantling d 
machine, removing Ccmpcnsation frame, dismantling the 
Main and Interpoles with Coils. renewing the insulation 
of Coil Cores, vacuum-dry in^ the Coils and varnishing, 
redoing compensation frame and tinnin~ built anew pol- 
with Coils, fixing up the mmpensatlon frame and inmhb 
ing, Armn:ure drving-up and varnishing, dynnmical bal- 
ancing check-up; Commutator turning, scraping and polish- 
ing, cleaning and rccontlltioning all mechanical parts, 
Mounting the machine, testing undcr no-load. 

E~timated cott for general overhauling of each 
machine as mcnt ioncci above . . DM 25,s- 

(b) Rewinding of crlch Mainpole Coil Estime- 
ted cost cach. , . DM 5,roo-- 

(c) Rcwinding of each Intcrpolc Coil Ijstim- 
ted cost each . . DM 4,675- 

(d) Rewinding of each Armature Estimated 
cow each . . DM 53,750- 

(2) Por prop~lsio~ Gcmcr~lors Typ.: OC 676216 
(a) Gencml ovcrhsuling of each machine 

Scope of work as explained undcr item 
I (a) Fhcirnatcci cost each . . DM 22,10+-- 

(b) Rewinding of each Mainpole Coil E~tirna- 
ted cost each . . DM q,qp--- 

(c) Rewinding of each Interpole coil Estima- 
ted cost tach . . DM3,@o-- 

(d) Rewinding of each Armature Estimated 
oost each . . DM 38,6ao---- 

(3) Fw Ship's General supply Garcrmrs T y p ~  G 127 Mod. 
(a) General overhauling of machine, S c o p  

of witrk as explained under item ~ ( a )  
Estimatedcortcach . . DM 1z,76b 



(b) RcnIa*dcrebMdnpoltCDi!Bnhrraed 
amtacb . . DM3m 

Renrarkr.--The above p r i m  are only estimated considering the 
value of renewed old materials. Should in the course of repair urr 
other damsges/laults be noticed other than those mentioned above, 
the! extra work as well as the extra material required will be charged 
according to actuala 

The maximum repair costs can be obtained after adding the indi- 
vidual cotit mentioned above taking into consideration that the pro- 
pulsion motors have 8 rnarnpoies and 8 interpales; the propulsion 
general have 6 mainpoles and 6 interpoles and the auxiliary genera- 
tom have 6 mainpoles and 6 interpoles. 

In an extraordinary case like the present, it is exceedingly dim- 
cult to make even an approximate estimate of what the repairs would 
cost, but items ( la) ,  (2a) and (3a) prima facie appear to be of a bask 
nature, although even here, the general overhauling may be avoid- 
able in the case of some machines. This muld only be determined 
after a thorough Inqpection and test of the machines in Germany. 

Again the figures indicated represent the best estimate that could 
be ma& nt this stage but the actuals will vary depending upon the  
querrtum of work involved in each case and the amount of material 
required to be used. 

Costs.-The above mentioned prices are estmated and net for 
you provided that the machinery in question will be delivered to our 
principals in Harnburg/Brtmen with freight paid. Transport costs 
in Germany are included in the prlces as mentioned above, i.e. from 
German seaport to our principals factories and back to the Port of 
loading. 

Trar1sport Insurame.--S3nce consignment would be insured 
by you from Visakhapatnam till the German seaport and from 
there back to Visakhapatnam, our Principals recommend that you 
kindly insure the consignment till our principals factory and back 
to your Yard as that does not involve any extra costs for you. This 
means that you will have to extend the uisurance for transport in 



QumPny as well. The equipment will be Mprired kr tho h t d a ~  
as indicated Mow- 

(1) Propulsion motors and Roplrlsion Generatore-AEC Focc 
tory, Muehlheim-Ruhr. 

(2) Auxiliary Genera tots--LDW-men. 

Time of Dc1iveq.-The estimated time of delivery iar overhauling 
and repairing of the machines in question in our principals factories 
is approximately 2 months. In case any of the armatures of the 
above mentioned machinery w ~ l l  have to be rewound, the estimated 
time of delivery will be approximately 4 months. 

Terms of Payment .--Our Principals recommend the following 
terms of payment: 

An irrevocable letter of credit to be opened in favour of "AEG 
Export Department, F'rankfurt/Maln. AEG-Hochhaus" with our 
principals' foreign trade bankers MIS. Brinckmann, Writz & Co., 
Hamburg 1, Fedinandstr. 75, for the possible maximum contract 
cost payable against shipping documents after carrymg out the 
actual mpairs. Of course it is untlerstood that only the actual amount 
applicable for the ovcrhaulinp'rcpairs will be payable t o  M/s. AEG 
and they should be allowed to makc partial deliveries. 

Hawever, this matter could be settled by mutual discussions. 

Costs for Tests and Certrjicates.-Any expenses for tests and certi- 
ficates of the respective Classification Society if applicable are not 
covered under the above mentioned prices. Our principals tried to 
obtain necessary information from the competent Lloyds Surveyor 
in Hamburg, who presently is out of station. After discussions with 
the Lloyds Surveyor our principals will forward separate cornmud- 
cation in regard to retesting of the equipment. Wow~ver, in case of 
a retest, our principals will charge you net according to actual?. 

Gwrmtee.-The machines which are overhauled or repaired in 
our principals factory in Germany will be guaranteed for a period 
of 6 months after the date of commisgioning of the vessel or  12 
months after the date of delivery (date of shipment after repairs) 
whichever is earlier. 

Conditions of Scrle-Unless our rates are conflnned by us in wrf- 
ttng the AEG conditions of Sale for Export 1960 Edition me valid. 



YPtidjty,-'Jbe validity of tbis quototim expi- on 15th Jum 
1W2 Beyond thb N g e  the prim mentioned abmrs are m b j e  
oonAnnation by our principals in Germany. 

Regarding the remaining equipment of the propulsion plmt OW 
principals informed us that these could be repaired in your Yard. 
The material involved is the propuldon switchboard, the engine room 
propulsion desk, the manoeuvring desk (bridge), *he exciter con- 
verter sets, etc. The repair costs for t h ~ e  will be charged by our 
principals according to actuals. Anv expenses for replacement parts 
as well as other costs applicable ~or'overhaullrepair will have to be 
considered when you are opening a letter of credit. 

We hope that with the above you will be able to declde to reship 
the propulsion equipment to our principals factory in Germany at 
m early date  to effect soonest action on their end. In case any fur- 
ther queries in rcgnrd to the above will arise. you are kindly request- 
ed to d ~ s ~ u m  this matter with the AEG representative. Mr. Holzkamm 
who will be in Visakhapatnam from the 7th of May till 10th of May. 

Assuring you of our best cooperation, we remain, 

Yours faithfully, 
For Escorts Ltd. 

Sd/- SHIV NABAIN, 
Vice President. 

A N N E X U R E  'C 

HINDUSTAN SHIPYARD LTD. VISAKH APATNAM-5 

April 16, 1964 

In connection with the damages to the machinery the Sub-Com- 
mittee was asked by the Board to further report on the following 
points: 

(a) analyse the various aspects of negligence which had 
resulted in the damage to the electrical machinery; 

(b) locate the repnsibil i ty therefor, specifying the names of 
the concerned af8cem and staff; and 

(c) suggest remedial measures to avoid a recurrence in future. 

Shri Jehangir P. Pate1 was also requested to indicate in his kp 
@pneatary report the extenuating CircUtnsWces, which Led to the 
neguctepce or complpccncy on the part of tbe ~aaffemed persopa 



SM Patel agreed to mmpiy #rttb tba -8 reQr;llert with the* 
ambhntx of the M~ Dimtor. 

The ~ b c o m m i t t e e ' s  findings are as foll0~8:- 
(a) analyse the various aspects of negligence which had 

resulted in thc damage to the cle&cal machinew: 

(1) Tho decision not to open cases was correct in normal 
c h u m s  tan-; 

(2) Unfortunate delay in installation on board mainly due to 
arguments between A.C.L. and other parties regarding 
preparation of drawings, could not be foreseen. 

(3) It was desirable to place packages under cover but warp 
not practicable due to lack of suitable heavy mobile 
crane, 

(4) Floods are reporbed to hove occurred in 10% Even 
erection of hut over the machinery would not have 
helped. 

(5) lnspection was desirable after floods and should h v e  
been done, in spik of (1) above. 

(b) locate the respowibility titmefor, syecifyiq the name8 
of the concerned oficers and stag: 

It is not possible to fix having regard to the circumstances pre- 
rrJling at that time. 

(c) suggest remedial measures to avoid a recurrence in future. 

Shri Jehangir P. Patel was also requested to indicate in 
his supplementary report the extenuating circumstances, 
which led to the negligence or complacency on the part of 
the concerned persons: 

(1) Delay in VC. 136 unusual. In futum, time-lag between 
receipt of equipment and installation should not exceed 
213 months. 

(2) Acquire 20-ton hig!? jib mobile crane to facilitate storage 
under cover. 

(3) Lnspection to be carried out if packages are accidentally 
exposed to damage, e.g., rain, flood etc. 

SdJ- JEEUNGIIR P. PA*. 



The Committee dGprccalt the crbnonnol &by on the port oJ tlw 
~Gowrnment in according sanction to  the =heme. T h q  &sift thd 
the sanctioning authwitiea ahould rnupulautty avoid such dtkyr. 
The Committee note that, curcording to the Ministry, the machine w 
expected to be instdkd within ths next 18 months. Thcy tnrst tha! 
rucr+y e m  will he made by the authorities concemed to ensure that 
the w h i n e  it commi&med as pcr tchcdule. 

IS1. No. 51 of  Appendix VII to 17th Report (In Loh Sabha).] 

The obnemtions of the Committee with tegard to the delay i~ 
the sanctioning of the acheme in question have been noted. 

2 So far as the commissioning of the IBM equipmt is concern- 
ed, all except three peripheral machines were commissioned by Id 
Aprfl, 19M. The remaining thme machka were commiseioned by 
4th September, 1964 

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

The Committee are not happy over the manner in  the case 
referred to in para 15 of the Audit Report (Defence Semites), 1983 
W been handled They observe c i ~ r  tire administrative approval for 
the construction of the building was accorded a year anti a half after 
the layout drawings had become available whereaf t w  another two and 
a half gears elapsed before the umrk could commence. The result war 
that the commissioning of the furnace was d e l q e d  by mote than 
four years. It was urged in extenuation that the tetrdcrs were invited 
twice, but no suitable contractor came f m a r d  LO do the job. The 
Committee can hardly accept this explanation for the work couM 
have been done departmentally by the M.E.S. The Committee trust 
that the Ministry of Defence will benefit from their experience tn 
this case, and ensure that such delays do not recur 

[Sl. No. 57 of Appendix VII to 17th Report (m Lck Sabba)]. 

The Committee have pointed out the delay in the constructfan 
-of the building having occurred at two stages, namely (i) according 
of admlnistrativp! approval; and (ii) commencement of work. 



2 So far as No. (i) is concerned, the witinn is that an recelM 
af drawings of the furnace and its andllaries, the drawin@ fat 
the building were p r e p a d  in consultation with the Furnace Mak01, 
Therea%r a Sibtng b a d  was ordered and based on their rccom 
mendations an anproximnte ectimate was prennlrpd. The evamins 
tlon of these estimates took time and administrative approval w8# 
~ccorded in June, 1955. 

3. As regards delay in commencement of the work, the posftfon 
was explained to the Committee by the departmental w f t ~ ~  

4 Although it was stated by the departmental witness (Technical 
Officer from Engineer-in-Chief's Branch) that the work could haw 
been done departmentally, on further examination he has rrvcaled 
that thb could not have been feasible for the following reasonss- 

(a) The work entailed the use of R.C.C. piling. Military 
Engineering Service has no piling rig and other apdali8t 
tools to execute such jobs. 

(b) A large amount of fabrication and erection of structural 
steel work was needcd. The Military Endnecrfnp: Sewlce 
has no worksha? facilities to carry out fabrication of steel 
of such magnitude. 

(c) The work was of a apecialised nature and no trained 
personnel for such type of work are available with t b  
Mili t ~ r y  Engineering Service. 

(d) Specialised job of this nature is not a regular feature and 
it would not be economical to go in for a special standing 
Departmental agreement for it. 

5 The observations of the Public Accounts Committee have beca 
noted. Instructions have been issued to Director General, Ordnance 
Factories and the Engineer-in-Chief to avoid delays of this natura 
vide Mtnidry of Defm-c u o No 4lR/filln(Prod) dated 3rd Marc)5, 
1965 and 22nd July, 1965 (copies enclosed). 

6. Director of Audit, Defence Services, has seen 

(COPY) 

MINISTRY OF DEFENCE 

Smmm:-Public Accounts Committee Seventeenth Regd (Third 
Lok Sabha) (S. No. 57, Para 82 Appendix-VII) App~opria. 

347(aii) -19. 



tfm Accduntr-Drfenm S&t lWl-ljZ--A1Ldit Rcpart, 
mpnce ScrOlct~, 1m. 

.darsnc6. D.G.O.F. U.O. No. W/17/A/DPC, d.bd 17th February. 
1964, on the above subject. 

A detailed analysis of the delay that occurred at  the various stager 
lvrs been made. The following condusions have emerged:- 

(a) The placing d indents on D.G.I.S., the placing of orders in 
his turn on the A r m  and the delivery of the plant by the 
supplier wcre in accordance with reasonable schedules. 

(b) Neeeasary techlcal  data for Analising plans for buildings 
wcre recclvcd in Ilecember 1953: still, the adm.nistrstlve 
approval for the civil works (which is only the authority 
tor commencement of civil works and is not the completion 
of civil works) w35 issued only in June, 1955. This was 
mainly due to:- 

(i)  Elaborate procedure for convening Siting Boards. 

(ii) Nt~mbrr of authorities having to ?repare and scruti~ise 
civil wcprks, namely. Chief Engineer, Eastern Command; 
Staff Omcer (I),  Factories; Director General of Ordance 
Factories; Deputy Financial Adviser (Factories) ; De- 
puty Financial Adviser (Works) ; Engineer-in-Chief. 

(c) The period between administrative approval (June 1955) 
and completion (February, 1960) was too long, considering 
that thc value of civil works was Rs. 15 lakhs. Reasons 
wem: - 

(i) Preparation of tender documents was a dilatory process-- 
22nd June, 1955 to 21st January, 1956. 

(ii) The estimating of the value of civil works was defective 
in the first instance; re-tendering became necessary- 
20th March, 1956 to 8th February, 1957. 

(ili) Delay in the commencement of work even after accept- 
ance of t e n d e r 4 t h  February, 1957 to 10 December, 
1957. 

(d) Further sanctions became necessary because of inadequate. 
provisions for buildings and services in the first instance 

2 The analysis has shown that at certain stages the delay wan 
avoidable. M a y  in the implementation of vadous projects and 



dwmes react. adversely on the production of munition 8- Th 
bperative necessity to avoid these dew m y ,  therdoa, k 
f m p d  oa rll colxtmed. 
J. S. (F. & P.) has seen and approved. ~ d / -  H. R KHATTAR, 

U S  
D.G.OF., Calcutta (Shri S. S. Jauhari, Add. D.G.OF.) - . . -"- 
bf&~ of D. U.O. No. V8tGt/D (Prod.) ' dated the 3rd March, 1961). 

hllNISTRY OF DEFENCE 
(Depart men t of Defence Produe tion) 

SUBJ-ECT: --Public Accounts Cotnnttt tee-17th Report (Third b k  
Sabha) , Part1 82 Appcvtdix VII (S l .  No. 57). 

The delay ~n thc! insti~l1ation and con~misslcming of elcctric art! 
furnace at * b e  Metal & S!ccl Factory, Isktpore, became the subject- 
mat'er of m awVt paragrsi~h in the Audit Report, Defence S e r v ~ c a ,  
196.3. The math11 was considered by the P.A.C. who have mode the 
following cbicrvation:- 

"The Committee are not happy over the manner in which tnm 
case 1;*!crrcd t:, i~ para 15 of the Audit Heport, Defence 
Snr-;ic.cs, 1963, has been handled. They obsctve that 
t!w ttirninistra:ive approval for the construc!ion of t h  
bullding was accorded a ycaar and half later after the lay- 
out drawings had become available. Thereaftcr another 
two and half years elapsed before the work could com- 
mence. The result was that the commissioning of tho 
furnace was delayed by morc than 4 years. I t  was urged 
in extenuation that the tenders were invited twice but na 
suitable contractor came 'forward to do the job. The Com- 
mittee can hardly accept this explanation for the work could 
have been done departmentally by MES. Thc Committee 
trust that the Ministry of Defence will benefit from their 
experience in this case and ensure that such delays do not 
recur." 

2 The Committee are being informed that the work could not bs 
done departmentally in the light of the position explained by DGW, 
in their note dated 10th August, 1964 recorded below Ministry of 
Defence U.O. No. 6793/D(Prod) dated 9th July, 1964. In regard to 
the delay which has occurred in the installation of the equipment, 
a detailed case study has been made by the Ministry of Defence. 



h the M y  it tnwrpfam that the period between .rbnWsh- 
8 h  appravllt (dune 1RB) md completion (Feb. 1960) was too long 
considering that tbe value of civil works wrs oniy Rs. 15 Ipeha.. 
&srrroar wm:- 

(a) Preparation of tender documents was a dilatory process- 
22nd June, 1955 to 21st January 1956. 

(b) The estimating of the vatue of the civil works was defcc- 
tive in the first instance; retcndering became necessary- 
20th March, 1956 to 8th February, 1957. 

(c) Delay in the commencement of work even after accept- 
ance of tender--8th February, 1957 to 10th December, 
1957. - 

(d) Further sanction became necessary because of inadequate 
provisions for buildings and services in the first instance. 

3. It will be appreciafed that ft  is necessary that the equipnlent 
nhich is received from abroad should be instnlled promptly so that 
t h e  production may commence without undue delay. The delay 
In the instrrllation of the equipment, thcrcfore, partially defea's the 
purpose for which the cquipmvnt is obtained. It is, therefore, 
~ q u c s t d  that i t  may be in1prcs:ed on all concerned that all pro- 
msscs lcading t o  installation of cquiprncn: should be attended to 
with pmmptitude and delays at  various stages avoided. 

Sd/- S. Y. RANADE, 
Joint Secretary (F & P). 

E-in-C(Maj. Gen. K. N. Dubey) - - - ..* 
Min. of D. u.0. ~ 0 . 2 / 8 i 6 j T ~ - ( ~ ; a . )  dated 22-7-1965 Copy to JS (9). 

Sd/- S. Y. RANADE, 
Joint Secrdary (F & P). 

MINISTRY OF DEFENCE 
Becommendation 

The Committee haue come arross some cases of serious delay in 
$he complet 'on of important projects and non-utilisation of imported 
machinem as a result of defective planning, lack of coordi!~atio.t and 
&ow progress in the execution of connected wc~rks services. Such in- 
ordinate delays are bound to have adverse e8ec4s on the indigenow 
production of vita1 stmas and the training programme in connection 
with which the equipment was ordered., The Committee desire that 



The observations of the AtbUc Accounts Committee have b s m g  

abkd 

Suitable Instructions (Copy enclosed) have been issued to 
concerned to avoid delays in the fmplementatlon of various projecl' 
and schemes. 

D.A.D.S. has seen. 

No. F.l4(2l) /MID (Budget) 

MIMSTRY OF DEFENCE 
New Delhi, the 14th July, 1965 

MEMORANDUM 

SUBJECT: -Planning and watching execution of andltary fcurilities and 
Civil Works in case of projects. 

Cases have come to notice where projects requiring progressln$ 
by different Sections or in diffcrcnt aspects in the same Section have 
suffered from a lack of coordinated planning with the reault ~ 1 1  thm 
component aspects of a particular project had not progressed accord- 
ing to a coordinated time schcdule and consequently there had been 
infructuous expenditure. The following are instances of' this 
nature:- 

(i) A hospital being completed but not being put to use far 
want of fixation of rates or the eligibility of certain c a w  
gories of people for treatment. 

(ii) Machinery being imported but the building not being cam- 
pleted as foundation specifications were not formulated 
in time. 

(iii) Machinery being imported but the air-conditioning r e  
quirement being lost sight of. I 

(iv) Machinery being imported but appropriate and timely 
action to train personnel to handle the machinery. not 
having been initiated. 



2. The Public Aecounb Commfttw and the Audit have also on 8 
auauber of occorIonr criticired such uncoordinated pbning. 

1. While t h e n  is general awarenew for the need for planning 
the main difaculty encountered has ban to develop and establish a 
nrcthodology to ensure mcb plannSng. 

4. The starting point for such coordinated action would be the 
rmction for either machinery or a building project. Planning and 
programming should start simultaneously with the issue of n sanc- 
tion. A11 the sanctions hued from a particular Branch should be 
listed out and should be analysed with a view to find out where 
coordinated planning and programming is necessary. This should 
be done at the level of Deputy Secretary. Once the necessity for 
mch wordhated planning is identifled in projects, a time schedule 
for vatlow actions to be taken should be drawn up. Periodical 
meetings on the project could be convened once in two months and 
reviews by Joint Secretaries concerned every three or six mdnths. 
Where a case is delayed on account of major issues raised by Finance 
or difRculties encountered by the supplying agency, the matter should 
bc brought to the notice of Secretary so that it cound be taken up 
at the appropriate level. 
. 8. The planning of a project may involve the fol1owmg:- 

fl) Buildings. 

(iii) Machinery. 
(iv) Establishment. 
(v) Any other important requirement such as specialised train- 

ing, etc. 

6. Every authority seekinq sanction for a proposal for a btlildinp, 
purchase of machinery or a training scheme should simultaneously 
provide answers to the following three major quest~ons:- 

(1) When will the building in which machinery is to be in- 
otalled be completed? 

(ii) What arrangements have been proposed or made for 
h b h g  the personnel rcqufFed to operate the machinery? 



(iii) What action b been taken to emwe that thaw rrflI Ilr: 
no time lag between the completion of the buildbg udt' 
the ancillary facilities and the arrival of the muchioery. 

7. In answering these questions, a time schdule should be w w k d  
out backwards from the day the project &auld be ready to functiol 
This will lead to the dates by which rrmctionr and other action h 
regard to various other items should be tnitiated and complelsd 
The coordinating agenry should ensure that action is taken accordiw 
to the schedule. This could bc done by attachlag a progrommln# 
proforma to the sanction Ale and reviewing it from time to tima 

8. It is requested that action on the above lines be initiated imm).. 
diately. The effectiveness or athenvise of this procedural drill dro* 
be reviewed at the end of six months. 

Sd/- A. D. PANDIT, 
Defencs S m .  

Secretary (DP) . 
Add~tional Secretary. 
All Joint Secretaries. 
D.G.I. 
C.C.R. & D. 

All Deputy / Under Secretarm. 

Copy to:- 

Army Headquarters 
D.C.O.A.S. 
A.G. 
Q.M.G. 
M.G.O. 
E.-in-C. 

Naval Hqrs. (D.C.N.S.) 

Air Hqra. (D.C.A.S.) 

All Inter-Services Orgru. 

Recommendation 

Whllt. the Conrrrtrtte~ nre glad to note the improvrncrnt in the 
percentage of overall savi~gs in voted grants dtwing the wear under 
review (5.28 per cent), they note that the amount of the total savrrd. 
during the year was the highest (Rs. 28.13 erores) for the five y m  
petiod ending &h 1962-63. The Cmntittee feel that there'is rrcop. 
for &rther improvement in the rrtcrndard of budgeting in order to 



he obmmmtidau of the Committee have been noted. 
2 While the total saving during 1962-63 (Rs. 28.13 crores) was no 

drmbt Mgher than that of previous years, it has to be viewed against 
the fact that tbe total grant during the year was also by far the 
Lghest, for the five-year period ending with 1962-63. The total 
mtcd grant8 for the Defence Setvices during the five years ending 
l86283 and the actual expenditure are summarised below:- 

3. Savings . 22 -63 17-53 29-08 21-13 28-13 

- - - - -- - . - - -- - - -- -- - - - -- - - - - - -- - - -- --- - - - -  
NOTE:-'~' stands for Original Grant and 'S' for Supplementary 

C m t .  

3. It will be Been from the above table that the sanctioned grants 
in 19G2-63 far exceeded the total grants in each of the previous four 
years. Though the savings during the year were higher than in 
previous years, it will be note3 from the table that the percentage 
af savings to the total grants was the lowest for the five-year period. 

4. It will also be seen from the table that out of the total grants 
ad Rs. 592 12 crores, Rs. 132.61 crores were obtained bv way of Sup 
plementary Grants. The bulk of it uiz., Rs. 95 crores was obtained 
during November 1962 and Rs. 37 crores in March 1963, to meet the 
situation created by the emergency. The Supplementary Demands 
of November, 1962 were prepared on the basis of a very rough 
assessment, when fighting was in progress both in NEFA and in 
Ladakh. Had the fighting continued as was the expectation at  that 
time, the additional grants would have been fully utilised. The facts 
that the Chinese would suspend operations and that there would be 
r prolonged lull in hostilities, could not be foreseen at  that time. 



5. It b u  been the coastant endeavour ot the Ministry of D e f w  
to improve the standard of budgeting and performance wuust amc- 
tioned Crank With this end in view, the progress of schemes and 
erpurdlture against the provisian made in the budget, irs Wng ra- 
viewed in a series of meetings, every quarter, commencing from 
1963-64. At these meetings the procedural and practical dificultIet 
arising in the progress of schemes are considered and action taken to 
ovemrne them. Store purchases, works and murutactwing pro- 
grammes which in the past accounted mainly for the shortfalls in 
expenditure, are critically examined during these revlews. As the 
result of such reviews the position for 1963-64 has shown a marrced 
improvement, the Budget provision under the 'Revenue' grant war 
fully utiiised, and the accounts of the year closed with a slight 
excess over the Budget grant. 

6. The need for making provision in the Budget on a malistfc 
basis is always kept in view at the time of framing the estimates 
and every effort is made to frame the estimates as accurately as 
possible. Nevertheless, shortfalls in expenditure do occur. mainly 
due to changes in the supply position, advancement in the trme 
schedule for execution of works, supply of stores etc., and sonw times 
also due to policy changes leading to modifications in schemes and 
projects in the course of the year. Subject to the limilat~ons and 
practical difficulties inherent in the situation, great cure is bcmg 
taken to prepare the estimates as accurately as possible. The 
position is kept under constant watch. 

D..A.D.S. h3s seen. 

Recommmda tion 

Tke Committee regret to observe that the explanation given bg the 
Defence Secretary before the Public Accounts Committee last yea7 
(1963-64) that surrenders were due to non-availability of foreign ex- 
change involved in most of the manufacturing projects, does not 
appear to be consistent with the position now explained to  the Com 
mittee. 

The Committee feel concerned to note that in spite of the allot- 
ment of foreign exchange for these important schemes, the Ministry 
have not been able to utilise thc funds to the extent expected, resf% 
ing in shortfall in planned targets. The Ministry have urged that 
the surrenders were duo to optimistic budgeting. The Ccntmittee 
find from the Ministry's note that the savings on these schemes wwe.  
due to ~ ~ e r i a Z k P r t i o n  of supplies of stmes or nOlGimplementa- 



Pron of nrtain schcmct. The Cornmittre jtef that tn the Ught of the 
t q w k m ~ c  af the Minlrtry about the prc~crement of rtartr and imple- 
mentation 6f DQ~OIU nranufacfuting rcltrmes, it should be porrib2e ta 
achieve better rcarlts. T)K Cornmittce are not happy over the ttrorG 
fall of expenditure in caw of thew important lrchemcr which haw 
direct bearing on the countqj'r defence e f d t .  

[S. No. 2 of Appendix XX to 33rd Report (Third Ink Sabha) 1. 

Acnm TAKEN 

The recommendations of the Commfttee have been noted for 
guidance. 

2. D.A.D.S. has seen. 
[Note showing Action Taken on S No. 3(i) of Appendix XX to 

33rd Report (3rd Lok Sabha) received and not printed). 

The Committee feel concerned to note t b t  on me hand the Mi* 
trt+y of Defence hove been requesting for mote rrnd mare foreign era- 
change, and on the other they arc not able to utilbe even the  reduc- 
ed allotments made to them as indicated by the &rge surrendert 
made by them. Also the Committee feel that the manner in which 
the foreign exchange has been ritilised lraves much to be dcsired. 

[S. No. 3 (ii) of Appendix XX to 33rd Report (Third Lok Sabha)]. 

The recommendations of the Public Accounts Committee have 
&en noted. 

In reply to the recommendation at S s i a l  No. 3 ( I ) ,  para 4(i), state- 
ments showing the Foreign Exchange demands of the ilefenre Minis- 
try, allocation by the Ministry of Finance and their utilization by 
the Defence Ministry, have been furnished for the period beginning 
from October 1957 upto March 1964. It has been explained therein 
that Foceign Exchange budgeting is done on a commitment basis and 
cannot bc directly related to the expenditure budget. Tne state- 
ments showing th? foreign exchange allocation and the utilization 
would :Jw indtc7tc that whatever foreign exchange was allotted 
to thc Defcncc Ministry from Ortobrr 11457 to March 1964 ttas fully 
.eommltled. 

The swrenders relate to b u d g e t a ~  allotments. The payments 
did not materialbe due to various reasons but primarily due to delay 
:in' receipt of stom from abroad. The uncertaintia regarding ovs- 



seu supplier, are well known and experience over the iast few yean 
haa shown that no amount of care in preparing the connected 
cstbPrtes is tao great for the purpose. Due note has been taken of 
thk and attempts would be made in future to provide adequate 
reiegumdti no that such shortfalls in budget do not recur. 

GA+D.S. h u  oeen. 

mote rhowfng Action Taken on S No. 4 of Appendix XX to SSrd 
Report (Third Lok Sabha) received and not printed]. 

MINISTRY OF FINANCE 
(Dejmrtmmt of Economic Mdn) 

The Committee feel that monq drawn from Contingency Fund 
rhould not generally be in excess of what is required for immediate 
ure in antidpation of the vote of Parliament. They desire that vumr- 
saw instructions m y  be issued by the Ministry of Finawe to  aU th. 
Ministries to f o l k  the correct procedure in this rtrpect. 
[S. No. 5 (i i )  of Appendix XX to 33rd Report (Third Lok Sabha) .] 

Necessary instructions have been issued vide this Ministry 0.M. 
No. F.8(19)-R 165, dated 17-7-1963 (Copy cnclosed). 

[No. F. 6 (10) -B/ffi, dated 17-7-1965] 

NO. F. 8(lO) -B/& 
GOVERNMENT O t  ~ D I A  

MINISTRY OF FINANCE 
Department of Economic Affairs 

Neto Delhi the 17-7-1965. 

OFFICE MEMORANDUM 

SUWECT:--Contingency Fund of India--Drawal of advances from-- 
Thc undersigned 1s directed to invite a reference to the following 

recommendation of the Public Accounts Committee made in para 6 of 
their Thirty-:bird Report (Third Lok Sabha) : 

"The Committee feel that money drawn from Contingency 
Fund should not generally be in excess of what is required 
for immediate use in anticipation of vote of Parliament." 



2 . R d c & A d C o n t i a g c a c y F u n d a f I n d i a ~ e s ~ t b r t  
if Li my case, after tbe order sanctioning an advance from the 
Contingency Fund has been issued in accordance with R d e  7 tMb 
md beiore action b taken to obtain Supplementug Grant in amor- 
dance with Rule 8 iW, it tr fa that the advancr! a m c f f d  
wlfl raallia whoUy or partly uautilised, an application &dl be made 
to the sanctioning authority far cancelling or rndy ing  the sanction, 
u the case may be. 

3. The Ministry of Home Mairs etc. are requested to carefully 
note the recommendation of the Committee and ensure that the re- 
quirements of Rule &A d Contingency Fund of India Rules are strfc- 
tly adhered to. They are also requested to bring these instructions to 
the notice of all offices under their control. 

&I/- R. K. MUKFRJEE, 
Under Secretaty to the Gout. of India. 

WO. F. 8 (19)-BIB]. 
To 

All Ministries, etc. of the Government of India. 
Copy forwarded for information and guidance to: 

1. Departments of Expenditure, Revenue, and Company Affairs 
and Insurance. 

2. Aclministrstion Branch for circulation in the Department of 
Economic Affairs. 

3. The Comptroller & Auditor General, New Delhj. 

Sd/- R. K. MUKERJEE, 
UnQr Secretary to the Gout. of India. 

MINISTRY OF DEFENCE 

The Committee find no justification for the failure of the Garrisorv 
Engineer concerned not to negotiate rates fot the extra digging work 
when it was realised that the work was exceeding the quantity men- 
tioned in the contract. I t  b regrettable that the Garrison Engineer a b  
exceeded his powers in allowing nuwe than 50 per cent deviation in 
the work without obtaining the sanction of the higher authorities. 
The Cmmittcc were informed during evidence that i tutruct ia  were 
being issued that where estimates were likely to be ezceeded for m e  



reasat, the work should not be but the totes shotcld ba nugo- 
htlted immediately and necessuy sanction obtained. The Comtnittee 
unnrtd like to be furnished w;th a copy of these instmctions. The 
Committee also hope that smh cases wilt not recur. 

[S. No. 11 of Appendix XX to 3 3 d  Report (1964-65) (Third LC& 
Sabha) 1. 

An extract of clause 7 of the Gcnernl Canditions of Contract 
(IAFW 2249) per:aining to drrvitntiuns is placed a t  Annexurn I for 
information. 

2. Any excess over the llrn~ts fur dev ation prescribed in the con- 
tract should be ordcreJ a f k t  mutual agreement bctwcen the con- 
tractor and the au 'htmty who accepted thc cuntract, which may in- 
clude price refixat~on where ncccssary. The Garrison Engineer should 
constantly review the posil~on end tmng to thc not~ce  of the accepting 
author.ty, where the ccmtracts wcrtt ncccpt~d by the higher ctuthorl- 
ties, of any excess likely to occur to cnitblc timely action being taken 
for entering into the agrecnrent. In this case tile contrix? was accep- 
ted by the CWE and the a p w m e n t  should have bccn entered into 
by him before the deviation l.nut was excccdcd, anti E-in-C's prior 
concurrence obtamed for exceedmg the devlat~on limit prescribed. 

Detailed instructions h a w  bccn issurd bv Army Hcndquarters and 
a copy of the leetcr is placed at Anncxurc TI. With the Issue of these 
instruction;. it IS  hoped that such cases would not recur in future. 

3. D.A.D.S. has seen. 

[U.O. No. 2(7) '63/1369/D (Works-TI), dated thc 25th Feb., 1966). 



Extract of C&um 7 ot the Generui Conditions of Contracts (ZAFW 
2249) 

Deviations (Applicable specifically to Measurement and Lump 
Sum Contracts and generally to Term Contracts) :-The Contrhctor 
ahall not make any alteration in, addjtion to or omission flom the 
W o r h  as described in the tender documents except in pursuance of 
the written instructions of the GE. 

No work that radically changes thc original nature and scope 
ctf the Contracts shall be ordered as a Deviation and in the event of 
disagreement betwccn the Contractor and the Accepting Officer, the 
decision of the next higher authority (or of thc Chief Engineer in 
cast! of contracts acccptcd by him) shall, be Anal and binding cn the 
Contractor. 

The Accepting OfRcctr, or p r s m  specially suthorised by him on 
his behalf, may vary either by way  of addition to andlor deduction 
from thc works so described provided that the Contract Sum be not 
thereby varied on the whole by more than the percentage set out in 
the tender documents (referred to herein below as the 'Deviation 
limit') subject to the following restrictions: - 

(a) The Deviation limit referred to above is the net effect 
(algebraical sum) of all additions and deductions ordered. 

(b) In no case shell the Additions/Deductions (arithmetical 
sum) exceed twice the Deviation limit. 

(c) The Deviations ordered on items of any individual trade 
included in Contract shall not exceed Plus/Mhnus 50y0 of 
the value of that trade in the Contract as a whole or half 
the Deviation limit, whichever is less except in the case of 
Prime Cost and Provisional Items where the parties to the 
contract may agree to a d fferent percentage for any parti- 
cular item. 
"The value of additions of items of any individual trade 
not already included in the Contract shall not exceed 10% 
of the Deviation limit". 



'4Nm--Individual tnde means the trade sections into which 
a Bill of Quantities or &bed& 'A' has been divided a, 
in the absence of any such division, the individual m c t f ~ U ~  
of hQES Standard Schedule of Rates, such as, Excavation 
and Earthwork, Concrete, Woodwork and Joinery, etc.". 

All additions ,and deduct~ons WIH be priced as per condition 62 
hereof and added to, or deducted from the Contract sum. Whmewr 
the Accepting Ofacer intends to exercise such right, his intention shall 
be communicated to the Contractor by the GE whose order in writfng 
shall speufy the devliiti~lris ~ v h ~ c h  wta to be made, the lump sum 
assessment or the proposed b w s  of pagmcnt, the change, if any, in 
the date for completion of thr  relcvant phase andfor the entire Con- 
tract. Any objection by the Contractor to any matter concerning the 
Deviation Order, shall be notificyi by him in writing l o  the GE 
within scvcn days from the date of rccr~pt  of such ordcr, but under 
no circumstances shall the progress of thc Works; bc stoppcd (unless 
so ordered bv the GE) ;wing to dlffcrct~rt>s or contrtrvcr ;y that may 
arise from such objection. In default of such notffht ion,  the Con- 
tractor will be deemed to have accepted the order and the conditions 
stated therein without rn any way affctllng the right of the parties 
to  rectify any mistake on the basis of pnymcnt only to the extent it 
differs from condition 62. In thc w e n t  o f  the Contractor failing to 
agree with the GE rcgardlng the proposed alteration of time, the 
objwtinn shall hc rcfrxrred to  the Aerepting Oflicer, or in the case of 
Contracts accnnted by the CE to thr CWE, whose decision shall be 
final and binding. 

A N N E X U R E  11 
No. 3341G/9/E8 

ARMY HEADQUARTERS 
(Engineer in Chid's Brnnrh) 
DHQ P.O., New Dethi-11 

26 Novembw, 1964. 
To 

Ch'ef Engineer 
Southern Command, POONA 
Eastern Command, CALCUlTA 
Western Command, STMLA 
Central Command, LUCKNOW. 

Conditions of contracts stipulate the 1 imi t within which ctwiations 
may be ordered. Caees have occurred in which this limit has been 



eurceeded without an amendment being made to tbe mntrrt to cover 
any price edjwtmlmt aridng therefram This hrs deed in disputes 
w iih cor~tractorr nccrssrnating reference to arbitration. 

2. To avoid recurrence of such cases, it is essential that while 
work in fn progress, quantities likely tr, be required are periodically 
chpckpd agnrnnt those given in the contract. q i s  is necessary to 
ensure that if the prescribed limit is likely to be exceeded, action L 
Wen to enter Into on agreement with the contractor with regard to 
pricc adjustment, tf any, whkh m y  be desired by either party. 

3. If work in excess of the permissible deviation limit is required 
to be c x i ~ u t c d  by the contr~ctor,  action to arrive at a settlement with 
hlm wlth regnrd to price adjustment. if any, should be taken at a 
ouitnhle !itage so that work docs not have to be suspended for want 
of such a s#*?tl~.tlcnt I t  rjhrrulr3 be borne In mind that for work in 
cxccass o f  th.: dcviotwn limit, the contractor ;E entitlrd to a reasonable 
ratc which may he c i t h c  ic~wr.! or higher t!mn the rate included in 
the contract for similar work. 

4. The qucst~on of order!rig work n excrss of the deviation hmit 
should ariw only if such n cnurw is considered unavoidable e.g when 
thr eddft~onid work is clawAy connr~tt.d w~th the original work and 
It is cons dcrrd prelcrablc to rrrder it on the same contractor instead 
of concludjng of a fresh contract for it. 

Sd./- for Engtneer in ChKf 
 copy to: - 

Chief hgincer ,  West Coast 
ete etc. 

Recoinmendat ion 

(i)  In this case, men though the lowest tender received in the 
first contract a few days earlier had dtsclosed considerably lower 
rates for rock-cutting u,ork, the lowest tender in the second contract 
rtipulating higher rates (more than three times those gzven in the 
lowest tender of the first contracr) was accepted the Engineet 
conccnted without making any efort to get the rates reduced. The 
proper course was to negotiate with the nrcccssful tenderer of the 
first contract to trndertake the second conttact also. Alternatively 
the Zawest tenderer in the second case should have been impressed 
upon to hring down his rates. I t  is  regrettable that the engineer 
cerned failed to take these normal precaut 'ons. The Committee sub 
.scribe tu the vim of tht CTE that no pmper rcfutiny of the tender is 



( i i )  The Committee feet concerned ta note that in spite Of the 
0bsc7t.atSons of the Chief Tect.intctz1 Emtrirnor no action to@ ~ k + n  
by the A m y  Weadq1~1rtns agarrut the @near concerned for thb 
fslluw, till the matter came bewe the Mtnwtq of Defence wha 
otdered the e;cplanution of the oflcer to hc called fw. The C m d t -  
tee destre that more serious atret~ftott shotdd be paid by the autho- 
ntws concerned to the ohsrr~*atrov of p.qwrt orguttisatton like the 
C.T.E. 

( i ir )  The Committee would Itkc to know the actiott takntr n ~ f n s t  
the ofleer concerned as a rrsult oj hb erplanation called for recently. 

IS. No 13 of Appcrdix XX to  331-d Report (3rd Lok Sabha) 
(1984-05) .] 

Parts ( I )  and ( 1 1 )  of the Recommcndatlon have heen noted  A8 
rcqards part ( ~ i l ) ,  thcb explnnnt~on of thc concerned on\ct.r has been 
considered and it has been decided that a written warning should be 
administered to hlm for the rdminintrativc Iapw on his part In the 
handling of the contracts. 

2. D.A.D.S. has seen. 
[U.O. No. 2(12) 63 55-S I)(W-11) detcyj 21gt January, 1966]. 

(1) The Cornn,&:lee feel conrerned o w r  the delay zri completion 
of the scheme for improvement of  the water supply al the station, 
whzch was sanct~oned about 10 year.9 back. Whale the subsidiary 
works were completed in June. 1964. the deepening of t h ~  bed of the 
catchment area is still to be completed. The objective of the scheme 
to inmease the water sup& by 1,75,000 gallom per day har not vet 
been achieved. In the opinion o f  the Committee the delap is due to 
lack of planning and forethought on the part of the engineers. Ac- 
cording to the Engineer in CMef's own admicrlrian, so far as the dam 
war conaemsd they had given a hosty estimate. It b regrettable 
that the ftasibility of raking the hnght of the dam was noi fully 
i n - m d  Watt sanctioning the scheme in 1954, with the result 
347 (Mi) -20. 



that the wwk had to be nupcruicrd in Decenabtr, 1956 and the pviQcr 
ottnurter r&d fron 5.81 iakhs to 14.11 krkb in April 1969 (W 
rncreared to 17.40 bkha rrt Janwru 1962). 

(il) Another diaquictmg feature oJ the project is that the wmk- 
mawhip of the miluonaty resen~oir was not up  to the standard (ar 
confirmed by the Bwrd of Oflicers). a$ a result of which there dew-  
loped leaks. Thit indtcaten that there was lack oJ supervision m*er 
the work done b y  the contractor. The Commtttee woutd like to k n w  
rhe actton taken agatirat the oficers concerned for h r i t y  in supervi- 
sion.  the^ would also like to know the actton taken to recover the 
extra e.rpendttur-e incurred on repairs front the Contractor toho 
inittall!g drd mb-rrlundard work. 

( i t 1 1  I t  1s regrettable that w e n  i n  a propc~  u~tder the Army a 
r w l l  pmjert like t h r s  has taken a decade and still not contnleted 

Y h o ~ ~ g h  the necessary jwtds, rnaterulld; and equtprnent were atwtlable. 
I ' h s  xhowar that the system of both planntng a n d  execution is defec- 
t w e  avid needs eraminatlon wtth a tuew t o  eltm~nating delays and 
bad planning. 

[S. No. 14 of Appndlx XX to 33rd Report (3rd Lok Sabha).] 

(i) Noted. 
It may, however. be stated that the entire scheme of water aupply 

for Ranikhet. Chaubatia and Dulikhet was re-examined at a high 
Itw4 meeting at Army Headquarters in November 1956 and a Techni- 
cnl Board was ordered to prepare a revised scheme taklng ~ n t o  
account inter alia the increased scope. A revised scheme at a cost of 
Rs. 24.70 lakhs was submitted in March 1957. After scrutiny and 
consultations at various levels Government sanction was accorded on 
21-4-59 in two phases costing Rs 14.11 lakhs. Phase I costing Rs 2.24 
lakhs consisted of items which were under progress according to 
original sanction. Phasc 11 cwrting Rs 11.87 lakhs comprised addi- 
tional storage capacity of 48 lakh gallons. change cif diesel driven 
pumps to electrical driven ones, augmentation of water filtration plant 
at Nagpani, rising mains from Nagpani to highest point to Chaubatia 
and connected works. The estimate of Rs. 11.87 lakhs for Phase I1 
was further revised to Rs. 15.156 lakhs in January 1962 due to increase 
in cost of pipes and masonary tanks. 

The work of deepening of the bed of the catchment area has since 
been completed. A supplementary work for Rs. 4.66 lakhs was sanc- 
tioned'on 30th January 1964, for replacement of an old main from 
the highest point to Jhula Devi. The work is nearing completion 



and the full benefit of the scheme will be achieved on completion of 
this work. 

(ii) The explanations of the omcers concerned are being collected 
by the Chief Engineer and he has heem asked to take expeditious 
action. A further report in this regard will be subnlitted to the Com- 
mittee. 

The contractor went for rrrbitratmn. The award published the 
arbitrator on 7th May 1965 has upheld In part the Gwernment  claim 
for cost of rectification carrlcd out at the cost of the contractor and  
Rs. 22.500/- has been i ~ \ ~ ; l r d ~ t l  In favour of thc C'hvernment (against 
Rs. 1.06.200 appr~oslrnatcly). Thls w ~ l l  bc rtwwered from the Con- 
tractor's amounts held in deposit. 

( i i l )  Instruct~ons h v c .  briw !ssurd by Army Headquarters atress- 
ing on the various aspwts of planriinu, nnd execution to avoid delay8 
.of this nature, Annesurc I. 

I t  may, howwer. t>c nwntioned that the work sanctioned in 1959 
was taken up i n  hand immediately after sanction and almost all the  
items wcrcB completed in 1961 except the rising mains which were 
held up due to delay in thc supply of pipes. 

Thc ~lern:irld\ for pipa'  \ v t w  placed on DG!?&D in October 1959. 
After repeated tenders ( c l t l c b  to unsuitability) o f  the pipes offered or 
t h e  high foreign c x c h a n ~ e  ~nv~)lvwI DGS&D finally accepted tenders 
a n  23rd March IS1 with 3Ivssrs Indian Tube Co., who undertook to  
manufacture pipes indigenously, foreign exchange being required by 
them only for certaln ~pccials ( to thc tuncb of Ks. 34,000). l'he drm 
could not keep up the schedule clue to unavoidable circumstances 
(strike in the factory). Thc last consignment of pipes was received 
in July 1963 and the work c i f  laying the rising mains was completed 
o n  28-2- 1964. 

It is reported that the rectification work was completed on 25th 
June 1964 and the reservoir is now functioning satisfactorily and no  
further leaks have been noticed. The drilling operation a t  Rhalu Dam 
bas been completed. The supplementary work of laying of the ris- 
ing main from the highest point to Jhula Devi sanctioned in January 
1964 at a cost of Rs. 4.66 lakhs is in hand and is expected to be com- 
pleted before end of this year. 

D.A.D.S. has seen. 
lU.0 .  No. 2 (18) ,'63/11198/D (W-11) , dated the 13th December 1905.1 



No. 42413/VIII/E2 Plg, 

ARMY HEADQUARTERS, 
(Engineer-in-Chiaf's Branrh) 

PHQ P.O. h'm Delhi-11, 3,/6 May, 

The Chlef Engineer, 
Eastern Command. CALCUTTA 
Central Command, LUCKNOW 
Western Command. SIMLA 
Soulhern Command, POONA. 
Bengal Zone, CALCUTTA 
Northern Zone, LUCKNOW 
North Eastern Zone. SHILLONG 
Central Zone, NAGPUR 
North Western Zone, CHAND1C;ARH 
Delh~ & Rajasthan Zone. DELHI Cantt. 
XV Corps, C/'o 56 APO 
Poona Zone, POONA 
Southern Zone, MADRAS 
West Coast. BOMBAY 
Andaman & Nicobar Islands C/o 56 APO. 

SUBJECT: -Planning and Execution of Projects--delaZp in Completiort 

A case has come to notice in which an abnormal delay of over ten: 
years has occurred in the planning and the execution of a water sup 
ply project. This has been adversely commented on and seriously 
viewed by the Government. 

2. It has been observed that the main cause of delay has been dut  
to the following: - 

(a) Inadequate preliminary investigations and i d c i e n t  cd- 
lection of necessary technical data, resulting in bad plan- 
ning and necessitating revision of the scheme at later dates. 

(b) Lack of proper attention to technical designs and adequate 
supervision during execution, resulting in works of sub 



standard specificatiaas and inferior quolfty/avorkmanship 
- 4 t a t i n g  Fedtiflcat)on/rcplacement of ruch works. 

(0)  aBPLO& of stores not iattiated promptly and pmgrcc#rli 
to keep in step with the p~opnss on the execution of tb 
work 

3. Before r project 1s planned and initiated, it is essential that dl 
~cccssary preliminary ~nvestigations are carried out and technical/ 
engineering data collected. This will assist in proper planning of the 
projects with reasonably sound and economical deeigzq5pecitlca~ans 
fn the first instance. As soon as the pmject is sanctioned and releas- 
ed for execution, no time shouid be lost in working out and floating 
demands for stores. Even, in cases dl short supply stores action for 
pmcuFsmtnt can be taken in anticipation of sanction of a project b 
fcrms of Pera 646 of Regulations for the MES. In such cases p* 
pwal for advance procurement should accompany the A.E. 

4. During execution of the project, proper attention to tech* 
dedgns and adequate supervision is essential so as to guard against 
substandard specifications or inferior quality d worlcnunrhip. 

8. The abow instructions should be observed and followed by all 
roncerned to avoid any recurrence of the nature stated in para 1 
rbovr. 

tor Engineer in Chief. 
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Tha Committee ttp~et to w t e  that due to defective wding in thu 
contract an extra c;rpmdltute of Rs. 36.000 laad to bt incurred in W 
awe. Thcy rugpctrt t b t  inrtnrctionr be usued to the eflect that 
utmost core b taken in wording the descnptm of the w k  in the 
contract to that i t  is not captrbfe of being gtven difletent i n l e t p r h -  
tConr. 

[Sl. No. 15 of Appendix XX to 33rd Report 1964-63 
(Third Lok Sebha).] 

Jnstructions have already been issued in Em-C's Branch let* 
No. 33416, E8, dated the 26th March 1959. and of even No. doted the 
12th June 1963, stressing the importance of proper wording af con- 
tract documents. These instructions have been further clarified in 
that Branch letter of even reference dated the 19th October 1965. 
Caplyl of the letters are enclosed at Anncxures I to 111. 

2. D.A.D.S. has seen. 

[U.O. No. 2 ( 5 )  63 10675 D(W-11). dated 9th November, 1965.j 

Sd;- (L. S. Lulla) 
Joint Secretary- 



ANNEXURE I 
NO. 33416iEB 

ARMY HEADQUARTERS 
(Enginem-in-Chief's Branch) 

DHQ P.O. .l;c:t- Dclhi, 26th Mat. 1959 

To 

The Chief Engineer, 
Southern Command, POONA-1 
Eastern Command. LUCKNOW 
Western Command, SIMLA 
Chief Works OtPlcer. NDES. Vithal House. Mint Road, BOMBAY I. 

SUBJECT:-Preparation oj Tender Docuinents. 

The MES Review Committee h a w  rcrommended as  under:- 

"the contract documents should be as simple as possible so 
that the officers who are to conclude and operate them d o  
not find them too complicated." 

2. Government have acceptcd thc recommendation referred to  
in the preceding para. 

3. I t  should be impressed on all those who are concerned with 
the preparation of contracts that documents drafted by them are 
worded in a simple, clear and unambiguous language and that there 
were no discrepancies between the varioua documents forming 
part of a contract. 

sd.1- 
for Engineer in Chief. 

Copy to:- 
Comdt., College of Military Engineering, Kirkee POONA. 

Internal LWribt ion 
File No. 33416!9138. 
File No. 469831R-551E8. 



ANNikXURg tl 
No. 33416JM1, 

ARMY HEADQUARTERS 

DHQ P.O. New Delhi 12th June, 1963 

To 
Chief Engineer, 
Southern Commmd, POONA 
Eastern Command, CALCUTTA 
Westm Command, S W  
Central Command, LUCKNOW. 

SusJm: -Preparation of Tender Documents. 

A reference 1s inv~ted tu  this oflicr letter No. 33416/E8, dated the 
26th March 1959 wherem it has been stressed that contract doca- 
ments should be worded in simple, clear and unamh~guous Imguage 
and that it should be e ~ u r e d  that there are no dwcrepancks between 
the various documents forming part of a contract. 

2. A rase hag recently been brought to our notjCe in respect of 
8 cantract for supply of bricks In whlch nsquirtments stipulated for 
bricb were stated differently at different place in the tender docu- 
ments. Such variable providons are likely to result in unnecessary 
disputes with contractors. 

3. In order to avoid B recurrence of such cases, officers responsi- 
ble for preparation of tender documents should ensure that tender 
documents arc as simple as possible without any conflicting or am- 
biguous provtsians therein. 

4. Ple~se ifsue suitable instructions on the subject to all concern- 
ed. 

=I- 
for Engineer in Chief. 

Chief Engineer, 
West Coast 
Southern Zone 
Central Zone 
Poona Zone 
XV Corps, C/o 56 APO 
QMG's Branch (CTE's Me.). 



A M Y  HEADQUARTERS 

DHQPO NEW DELHf-11, 15/19 Oct. 65. 

Chief Engineer, 
Southern Command, Poono-L 
Eastern Command, (Fort will iam, Calcutta-21.) 
Western Command, (Rear HQ, !3rnla-3.) 
Central Command. Lucknow. 

A case has been brought to our notice where an Item Rate Contract 
included the following items of work: - 

(a) Excavation in trenches not t*xcwdrng 5 it. deep. 

(b) Ditto-excccding 5 ft. deep and not cxcceding 10 f t .  deep. 

(c) Ditto-exceeding I0 ft. deep amd not excceding 15 i t .  deep. 

(d)  Ditto-+xcc.cding 15 ft. deep and not exceeding 20 ft. deep. 

( e )  Ditto--exweding 20 ft. deep and not exceeding 25 ft. deep. 

2. A dispute amse in regard to the applicabihly al the t e n d e d  
rates. The contractor contended that the rate m any of thew iknu 
applied to the entire depth of excavation and not only to the mil bat 
ween the depths mentioned in the item e.g. the rate for item (b) a p  
plied to the entire 10 ft. depth of excavation and not to the portion 
exceeding 5 ft. and not exceeding 10 ft. deep. The dgwtrslent on the 
other hand contended that the rate applied only to the portion ex- 
ceeding 5 ft. deep and not exceeding 10 it. deep and thus the port- 
not exceeding 5 ft. deep was pryahle under item (a). 

3. If it had been made clear in the contract that the different rates 
applied only to the quantity of earth work carried out in that parti- 
cular strata the dispute could have been added.  The nem- of 
wording the contract documents in simple, clear and unambiguous 
language has already been stressed in this omce Istter No. wt6fEs 



dated the 26th March 1969. The lmportutoc of this instruction should 
be again brought to the notice of rlf tmxmmd. 

=/- 
for Engineer in Chief. 

Copr t0:- 
Chid Engineer, 
Wwt Cout,  26 h y c  Bldg. Cobbr, Bombay-5, etc. etc. 

The Committee are not hcrppy over the &lay that has occurred 
in commissioning the jive tube wells wtth the result that there was 
contint~ous rhort-fall in the Production of grrm fodder in  the farm 
and extra fodder had to be pltcahased locally at htgh rost. I t  is not 
clear whether b e j o r ~  sanctum .ng  the irutal!ation of the.  tube- 
wells any firm commitment for supply of adequate power uws 
r tc~ived from the State Government. I f  not. actiot~ should have 
been simultaneously initiated to procure d ~ e s d  pumping sets. 

The Committee would like to he i n f o r m ~ d  ti*hetiter all the wvwn 
tu'br-wells are now gtving satufactorp servtce. 
[S. No. I6 o f  Appendix XX to 33rd Report 1964-65 (Third Lok Sahha) .) 

&!'ION TAKEN 

The recommendations uf the Committee have been noted. 

2. No firm commitment for supply of power was received from 
the State Government before sanctioning the installation of the 
tube wells on 15th October, 1959. The question was. however, under 
active discussion by the Command authorities with the Chief Engi- 
neer Hydel, U.P. Government and it was hoped that required supply 
would be made available. The admmistr~tive approval also con- 
trlncd the remarks, "This estimate has been prepared on the assump- 
tion that electric power for the tube wells will be available from 
Hydel as mentioned in the Board Proceedings". This question was 
also subsequently taken up at Ministry's level with the State Gov- 
ernment on 22nd December, lS9. The Chief Engineer (MES) was 
informed by U.P. Government on 21st March, 1960 that due to 
ahortage d electric power in that area, the State Government were 
not in a position to give necessary supply. The matter was, how- 
ever, still pursued between Ministry of Defence and the U.P. Gov- 
ernment. I h e  latter wanted to know on 4th May 1960 the minimum 



Qaund and the details were furnished by Defence Mi- on 
6th July, 1960. After a further reminder on 3rd August, 1W the  
State Covemment intimated M 27th September, 1960 that while 
ncccrsup supply for lights and fans could be ma& ovaikbte, pow= 
supply for the tubewells could be given only for a few hours durin& 
night. This did not meet our requirements. 

3. In the meanwhile. HQ. Eastern Command, on Anding that the. 
State Government was not in a position to supply the required 
power. forwarded on 10th August, 1960 revised estimates substituting 
d i d  Mven pumping sets for electrically operated ones. This was 
approved by Government and necessary Corrigendum to the ari- 
ginal Admin. Approval was issued on 25rd September, 1960. 

The original estimate was prov~sionei l~  prepared on the belief 
that electric power for the tube wells will be available from Hydel. 
Until the position was known definitely, i t  was not possible to take 
simultaneous action for provision (I! diesel engines as this wwld 
have become infructuous had supply been made available by the 
State Government. 

4. It is reported that all the tube wells a re  running satisfactorily 
and working to their full capacity and no complaints have been re- 
ceived. 

5. D.A.D.S. has setn. 
[U.O. No. 2 (16) /63 9335/D (Works-II), dated the 5th October 1963.1 

The Committee feel concerned over the inordinate dcloy i n  
eorning to a find decision about the disposal of a large number of 
tmks (131 out of 472 tanks) constructed during the last war, ~esul-  
ting in heavy expenditure on watch and ward. The Committee are 
alarmed at the magnitude of the expenditure judging from the two 
instances given in the Audit Para. Three tanks at Sanutnagar and 11 
tanks at  Asafnagar taken back from other parties in 1951 and 1954 
sespectiwly have been lying unused for 10 to 13 yearr, and an ex- 
penditure of about 40,000 had been i m m e d  on watch and ward upto 
31rt March, 1963 with recurring annual expenditure of Rs. 3,840 
(thu total cost of the tanks is Rs. 95,650). The Commfttee had 
&sired to be furnished with a note stating the expenditure incurred 
on maintenance, watch and ward etc. in respect of all the 472 tanks, 
the latest position of the dbpo8al and the monner of disposal. The 
i n f m t i o n  har been furnished (Appendi;z: W). The Committee 
note that 131 tanks b e  nozu been finally decided us ru+pzus to 



[a. No. 17 of Appendix to 33rd Report (ThM Lok Sabh.) .] 

The p i t i o n  with regard to the disposal of the surplus bnks W 
OR 16th August 1965 is stated below:- 

Out of 181 tanla declared sllltptus 9 were &equently uMt- 
sed. 40 tanks have been dlsposed of. 69 tanks have been 
declared to D C W  and 9 are under auction by MES. Aa 
regards the remaining 4 tanks the question whether these 
should be de*.lared to DC;S&D or sold by auction in situ 
by MES 1s under consideration. 

D.A.D.S. has seen. 
[U.O. No. 8(4), 65/D(W-I),  dated the 18th October, 1966.1 

The Committee regret to point out the following unrcltisjactory 
features of these cases:- 

( i )  There was a failure on the part of the Camp Commandant to 
report till November, 1962 about the urra~thorised occupation of the 
Government buildings comprising an area of 3280 sq. ft. fiom 
Janwq,  1951 onwatds. I 

(fi) There was a fctilwe to appoitrt a Survey Board hefwe the 
r;tpity oj the least agreement on 3108 December, 1BS3 to assea tJu 
ampmasation paycrbk to tke corrwactor for the impoamnents eflec- 
Zed bu him in the cinernar hall a d  OklO fashcre tO krmijzete thc learn 
~ c s e m e n t  o r  t)re dute. Thic resuited in the conttactot o'btaining 
an injuruztion jrom the Court in May, 1955 reatrainiug Gowmmerr) 
fiw evicting him tiU the drop& sws settled in avMtrcrti~n. 

(iii) There h heen tmmbate &by in conc)wling the atbiWh 
porreed)ngr. 3% Arbittlrtat appointed in Mar& 1956 w l d  trot csnt 
plat the arbhwtkm pnrcesdiwge befa?e hia Wentent in 19W. A M  
air tstbcmcr\t, rro ~~ s&?pe were taksn to mle tke d i q w e .  
Thr r d t  w thut the court injuetior, bswd againrt Gowmw~W 4n 
dtoy 1- is no8 yet oocoUd even af* abowt 10 gear& 



(io) Under the advice of the Minbtq of Law, no rent has heen 
occepted fnnn the co~tractor since Qlst Octobc~, 1957. A ~ d i v  
to Audit, the ~ e m t  accumtrlated fo+ rcmtwry G: Rs. 2:s lakhs. The 
Committee jeel that the question whether under these drurum~t-cln- 
ces the rant could be accepted r rnder  protest ulfthdrbt p+efudice tb 
the legal position shmrld hare been specijlcatly examined. 

Tkc Committee desire that the nrattet should be fully tt~imtig&- 
ted with a view to h n g  responsibility of the oficerx concerned jar 
the wrious kpaes. 

[S. No. 19 01 Appendix XX to 33rd Report. (Third Lok Sabha).] 

( i )  The matter was ~nvestigated by a Court of Inquiry held In 
December. 1963 The Court hrld that thc Camp Commandant who 
signed the contra t deed in 195'1 was to bc blamed tor not including 
the total accommodation in occunn?lon of thc crmtmctor rtnrl si~nilarly 
thc succcssive Camp Cnmmnnd~nts and Quitrterrnasters of Army 
Headquarters Troops werc rcxponsiblc for not submttt.ing occupa- 
tion returns and ron~lucting physical checks tlll November, 1962. 
No action could be taken against those who had already retired W 
had died. Thr case was seen by the Chief of the Army Stnff who 
agrred with the findings of thrb Court of Inquiry and whose displests- 
ure has been cornmunicstccl to !hc following service oPAcers who 
are still in service:-- 

( i )  Major Camp Cornrnandantr 
Army H.Q. Camp 

(ii) Lt. Col. 4- 

(iii) Major -do- 

(iv) Captain Quarteramaster 
Army H.Q. Troops 

and Army H.Q. Camp 

(v) Captain 40- 
(vi) Captain -do- 

(vii) Lt. -db- 

(ii) I t  is not correct that no Survey b a r d  was held before the 
expiry of the lease agreement on 31st December, 1953. A Survey 
Board was in fact held on 19th October, 1953. It estimate:! the cost 
of improvements effected by the contractor at Rs. 71,545. 'i'he lease 



af the contractor could not, however, be terminated on the 31st De- 
cember, 1IM3 as details of the acheme for talcing over Garrison 
cfmmas, including t b  National Stadium cinema, by the Canteen 
Stores Department (I)  were thpn being worked out As some delay 
was ant tcipatd in the clnernaa being taken over by the CSD(I1, 
indructions were Issued on 19th November. 1953 in consultation with 
the Ministry o f  Financc (Defence) that the lease o f  such clnemau 
should not he auctioned but should bc. renewed with the same con- 
tractor on a month to month basis Tn March. IW, instructma 
were i.aucd to extend the lcase of C a r r ~ ~ o n  Cmemas ior a -period of 
m e  year on thr exist~ng terms. On the 11th February, 1955. Army 
H Q  informed the  local mtl~tnry authorities that the Board of Con- 
trol. Cmtcen Servtes, which inter-atiu included the Defence Seen- 
tory and the Financial Adviser. Ministry of Finance (Defence), had 
approved the scheme for takmg over the c.nemn, bv the CSD(1) and 
that they cc,uld take over the National Stirdiurn c;nrma O I I  the 1st 
April, 1955, nt the earlicbst Thcy were also asked to extend the lease 
of thc N:itic)nal Stadnlm cinema upto 31st March. 1Q55 S m c  the 
Icclsc of :hc* cinema was extended upto 31st March. 1935. any decl- 
aion to dctcrmlnc thc amount of compenwtum pavable to ?he con- 
tractor more that1 one sear  in advance, would not have been in order 
The  contrnctor was therefore also informed that the questinn of 
payment of compensation will be considered in terms of the lease 
agreement when the CSI)(I) actuallv took over the bullding A 
second Survey Board was accordingly held on the 3rd Xa1c11. 1955. 
It  assc~sed the crbst of sdd~timrs 'alterations, electric fittings and 
furniture suppllcd by the contractor at Rs 27.320 (This excluded 
the cost of projectors. exhibiting screen and two cvclcs 1 The con- 
tractor however. claimcd a sum of Rs. 78.345 Unfortunately, the 
second S u n q  Board was not properly cunst~tutcd. in that ncither 
the contractlng omcer was the Chairman of the Board nor was the 
cantractor n nwmlwr of the Board The questinn of payment of com- 
pensation to thc contractor was taken up wlth the Ministry of Fin- 
ance (Defence) Before. howc\.er. a decision could he taken in the 
mnttcr. the contractor m o w d  the c.i\  1 1  court ,):I rhc 3 W  March. 1955 
and obtained  or^ 2nd April. 1955 an in te r~m Inlun .tion restramin9 
thc  Cc.lvcrnment from dispcr.:sc.;sin,o him of the n'stional Stadium 
cinema. The interim injunction was confirmed by the Court on the 
26th May. 1955 till the award by the arbitrator. Thus, while e\ery- 
thing possible was done. the contractor could not be ejected on the 
1st April, 1955 on the termination of the extended lease due to his 
having obtained an mjunction from the Civil Court. CAwernment 
had. therefore. to abide by the orders of the  court. 



(iii) Then was inordinate delay in bnalising the Arbitration Pro- 
ceedings as the contractor cla~mcd that he had been assured by Gan. 
K. h?. Cariappa. the then C-111-C. A m y .  and Lt, Gen. S, P. P. Thorat 
that h ~ s  lease would bc extended :(, 10 years Thcsc ~ c n e r d  omeers 
had,  therefor^, to bc cs;\n~ll~rri t)! ,I! h~trntvr which took a long time. 
The contractor had also movtd  tht* r.1vi1 court in May, 1958 for rcvo- 
cation of the authority of thc arbltrntnr and his removal on the 
ground that the arbitrator r c i u d  to allow thc contrac\or to produce 
a witness The arb~tratcu had thtwfurt.. I,, patponrn further hearing 
till a declsion by thc Court 'i'hc nypl~cat~ctn of thv c'crnlraclor was 
dlsrnlssed by the Cutlr: !n E'vbruar?-. 1959 Thr  arb~trator  lhcr~upon 
proceeded further wl!h tt\r ;irbltslttlon prtwt.~timgs 3 1 ~ 1  when thc 
arbitratmn procccd~ngs w ~ r c  about 10 btn completed. he rcccivcd 
orders for ~ I Y  :I 3 t l q t t ' 1  i n  M.IIX fl 1!)59 1 Ic th~rtwpon ,~ti~ournrtf the 
a r b ~ t r a t ~ o n  procetxilrigs srntl d t t *  w ~ t h  the ordtxr that thc Government 
should t ~ b t n ~ n  dtrP.tlon\ from tht  Court iis to whether he ehould 
contlnuc :r\ nrhrt r ,~to: In h11: rwrsnrinl cnpnutv or whether the new 
C;OC L k l h l  and R,rj i~sth,~n Arr.:r xvns i t )  c',trry on the ~ r h t r n t w n .  
Thereupon an ~pp l l ca t~on  was filcrl In the. Court on the 12th October, 
1959 for rtuthnrrsin~ 3Tii~ C h n  I: C I h b r y  to continue the ~ r b i t r a -  
tton proc.ctdlngs anti g ~ i  hl \  :iu.ertl i i t * a r  ~nps  o f  the caw was Axed 
cn t hu 14th Krn.c*nihbr 1!)1,!l, !:t h Fc-t)ru,ir~ . 1960 u~rd ~ h c  9th April, 
1960 but cb\.c*r\' !trnt. * h t .  r ,rst. u ,I:, po~tl~clnc*cl It h i ~ s  not becn possl- 
hlc. 10 ascertain fr11nl t!rt* Iocnl rn~l~tnry  authr~r~t ics  thc final outcamc 
of thc application filcd i n  thc C41ur * a4 thc nfflrrrs and staR dealing 
u - 1 1  t~ thls caw hat.1. bc.t~n pos l~t l  o u t  ,rnd lhc r twrds  held hy the 
lo*al  nliIitat-y ; iuthor~t~cs ( i t )   lot thrrw any light O I I  this aspect. 
Efforts were thercirpon rliotlt. to cfTcct ;I c.crrnprt)mlsc with t h ~  con- 
tractor. The c.on:rac.!c,r LS;~, ngrc*cabl(. to vacotc ttw pwmlses after 
a period 01 5 ycars h u t  in,istt.d that the cornpt~n~at~on should be 
dc!ermincd and pa!d to hlrn hefurr hc vacbntcd thc prPrnisei. 

After considt*rstion of tht. w a t .  ! r i  c.trn.;ulta!ion with Army H.Q. 
=~: i< l  the 3lini;trY i l f  Finanr.cn ( I ) l~f t~ icc) ,  it a.as not considered desir- 
;ib!c t!, gi\'c thr ron!ractor a n  cxtmslon of S ycars and it was decid- 
c4 tr, givc an c>r!r::;sion (,I 3 ?.cal-i Ultimately in February, 1962, the 
ctrntract~ir ;rg~t.rd t:, thc r.x!r.ns;on of his 1ca.w upto 31st ??'l:mh, 1964. 
Terms of least: were drafted in consultation with the Ministry of 
Law and the local military authorities were asked to negotiate with 
the contractor. The local military authorities, however, could not 
effect a compromise as the contractor procastinated in signing the 
agreement. The matter was, therefore, taken up again with .the 
Ministry of Law. The possibilitv of evicting the amtractor under 
the Defence of India Rules was also examined but the Ministry of 



Law advfsed in January, 1964 that action under the D.I.R. was nat 
~dvlrrsble and su%grmted that an application should be flla tn the 
Court under Section 8 of the Arbitration Art far the appointment of 
a h h  arbftratnr. Armv H.Q. iartructd the I f i d  rnilitarp ~ u t h *  
ritjea In Febnrary. 1964 to flle the requisite sppticatim in the Civil 
Court. Thc local rnjlitarY authnri t i~s  contacted the Government 
Reader  who desired that the necessary instructions fm flling nn 
application in the Court should be sen! tn him by thc Litigatinn 
Br~nch, Ministry of Law. 

, m OCCII- In the meantime. the qurstion of ~dditional ac~.ommodnt;c 
pied by the contractor had come to the notice nf thc Government in 
Ortobcr, IaBS In June, 1M4. the case W ~ S .  thcrrfore. again refwren 
to the Ministry of Law for advice in regard I[> recovery of rent of 
the additional accommoda?ion ~ m u p i e d  by the contractor and vacn- 
tion of that extra accommodatfon by him. 

In September. 1964, the Minrstry of L a w  adviwd thnt an applica- 
tion should be filed in thc court for the appointment of a fresh arbi- 
trator and that the cowt should alsr, he moved to dischargepary or 
set aside the injunctirm o~dcbr in SO f a r  as it r ~ l a t e s  t o  thr additional 
~ccomrntrtrrtion occupied by thc contractor 

S~ncc. thcn the quc-\;+im of rvirtmg the cwntractnr has been d ~ s -  
cussed i n  cevernl mevtings with the Ministry of Law In  view of 
the complkatcd nature nf the casc. the Ministry of L.;IW prepared a 
statement of case citing a number of cases in which High Court and 
the Supreme Court had not relied on agreements. etc., which had 
not been signed on bcholf of the President. The cffect of such judge- 
ments in the opinion of the Ministry of Law was that since the lease 
agreement in thr casc of National Stadium clnema had not been 
exewted in the narnca o f  the Prtwdent of India. i t  was not binding 
on the Union Government. This being so. !he arbitration clause in 
the lease agreement was automatically nullified. The Solicitor 
General of India has tendered his advice on 8th April. 1965 in the 
matter and the Ministrv of Law are taking action accordingly. 

(iv) The Ministry of Law had advised non-acceptance of rent as 
acceptance thereof would create tenancy rights for the contractor 
whom we were considering as an unauthorised occupant. The mat- 
ter remained under arbitration for a sutflcient time and efforts were 
a h  made to e&ct a compromise with the conhctor. In these d r -  
cumstances, the question as to whether rent could be accepted under 
ptotaat without prejudice to the legal position was not examined 



earlier. However, the question whether the arrears of rent should 
be accepted was referred on 17th June, 1965 by the Ministry of Law 
to the Solicitor General in continuation of his earlfor apinion. 

The Solicitor General stated on 30fh June, 19$5 that he would not 
advise acceptance of clther rent or cornpuwtion at least for the 
present when an application to the court has been advised and L 
about to be made He has also advised that them would, however, 
be no objection to rent or compensat~on being accepted without 
prejudice to the contention oi the Government and that a letler 
should be written to that effect, if and when money fs tendered and 
a receipt given in the same terms. Necessary instructions in this 
regard were issued by Army H.Q. to the local military authorities 
an 17th November, 1965. A specimen copy of the letter and the 
receipt form to be issued to the contractor, duly approved by the 
Ministry of Law, was also forwarded to them by Army H.Q. 

In view of the circumstances explained in the preceding para- 
graphs, 110 responsibility can be fixed for any lapse on any other 
officer except those mentioned in part (i) above to whom the dl* 
pleasure of the Chief of the Army Stafl has already been cornmuni- 
cated. 

DADS has seen. 

The Committee are unhappy about the inotdinute delay in flnuli- 
sation of both these cases relating to the Stadium and Race Coutac 
Cinema. They desire that vigorous e m s  should be made to finali- 
r e  them. The Committee would l i b  to be informed about the pro- 
gress of these cases. 

[S. No. 20 of Appendix XX to  33rd Report (Third Lok Sabha)] 

In order to expedite in finalisation of the case a meeting was con- 
vened in the Ministry of Law at high level in December, 1964. At 
the meeting it was noted that the case was pending in the Court of 
Sub-Judge, Delhi and had been posted for pas .ing orders. It wan 
therefore decided that the Court's orders should be awaited. 

2. In the meanwhile the Sub-Judge called the Government Coun- 
sel and requested him to ascertain from the new Chief of the Air 
Staff, Air Marshal Arjan Singh, whether he would be willing to arbi- 
trate in the case. The Chief of Air Staff declined to do so. 

347 (aii) LS-21. 



3. The pdtjon of the Court case is that an application 
oedfm 5.31 (2), 38 and 41 read with Schedule II of the Indian Arbi- 
tration Ad, 1WO and Order 39, Rule 4 and section 151 and an a- 
davit were flled by the Additional Central Government Counsel on 
29th December, 1964. The other party (Contractors) filed its reply 
on 19th February, 1965. Government Counsel filed the replicatian 
on 9th March, 1965. On 22nd Map, 1965 evidence was given on be- 
half of the applicants that after the death of Air Marshal S. Mukwja, 
both his successor, Air Marshal A. M. Engineer and the present Chid 
of Air Staff, Air Marshal Arjan Singh, declined to arbitrate in the die 
putes. At the hearing b e d  on the 7th August. 1965 a medical certi- 
ficate was produced by the opposite party stating that Shri Sahni 
was suffering from a heart attack. The next hearing is fixed f o r  
25th September. 1965. 

4. The Court proceedings are being closely followed and every 
effort is being made to expedite the case. 

5. A note indicating the latest position of the case relating to 
Stadium Cinema will be submitted to Public Accounts Committee 
separately. 

6. The Director of Audit. Defence Services has men 

The Committee are unhappy about the inordinate delay in the 
finalirution of both t h s e  cases relating to the Stadium and Ram 
Course Cinemas. They desire that vigorous eflorts should be made 
to finatise them. The Committee would like to be informed a b W  
the progress of these cases. 

IS. No. 20 of Appendix XX to 33rd Report (Third Lok Sabha)] 

As indicated in our reply to Serial No. 19, Appendix XX to thirty- 
third %port, Public Accounts Committee (1!364-65), due to the intri- 
cate nature of the case relating to Stadium Cinema the matter was 
referred to the Solicitor General and his opinion, as regards the fur- 
ther course of action to be followed in obtaining possession of the 
Stadium Cinema Building, has been obtained and action is being 
taken as per his advice. A report regarding Race Course Cinema 
has been submitted separately. 

2. Regarding recovery of arrears of rent outstanding in respect of 
Stadium Cinema, the Ministry of Law sought the advice to the 
Solicitor General on 17th June, 1965. The Solicitor General stated 



on 90th June, 1965 that he would not advise acceptance of either rent 
or compensation at least for the present when an appUc~tion to the 
court had been advised and was about to be made. He slso advised 
that there would, however, be no objection to rent or compensation 
being accepted without prejudice to the contention of the Guvern- 
ment and that a letter should he written to  that effect, if and when 
money is tendered and a re .eipt given i n  the same terms. Neccssary 
instructions were issued by Army Headquarters to the local nditary 
authorities on 17th November. 1965 in  this rcgwd. A specirncn copy 
of the letter and the rrrc;pt form to be isswd to the contractor, duly 
approved by the hlin:stry of Law, was also forwarded to them by 
Army Headquarters. 

DADS has s e n .  

Recommends tion 
While the Committee apprecmte that there are dificulties in 

coming to a decision regarditq disposal/utilisation of building lying 
unused due to  change in requirements of the Army arising from 
time to tinre and each ca.w had to be exambred fully, they feel t k t  
such examination shotrld riot take several years. In case there is 
no reasonable chance of the properties being required in a foresee- 
able future. uctwrr shorlld be taken to dispose them of, as the delag 
on19 results in heavy e x p e ~ d t t ~ r r ~  on toatch and ward and deteriora- 
?ton of buildings. The Committee hope what as a result of the 
instructions issued b y  the Mintstry and tlle proposed delegation of 
powers to  the lower authorttws to dispose of surplus buildings, undue 
delay in  thew drsposal will not occur. 

[S. No. 21 of Appendix XX to 33rd Report (Third Lok Sabha).] 

Vehtcle Depot, Whitefield.--Tfie land at Whitefield has not been 
considered suitable for the permanent location of K.L.P. units. The 
case regarding its disposal is under examination by the Government. 

2. British Institute Camp, Jalahalk-The land being ~ ~ w p l u ~  to 
Defence Services requirements, necessary instructions for its disposal 
were issued to the local military authorities in August 1964. The 
assets have been disposed of by public auction on 29th December, 
1064. Out of 8 aclps 11 gunthas of requisitioned land, 3 acres 20 
gunthas of land was released on 12th February, 1965. The remain- 
ing area of land will be released to its owner as soon as the site is 
cleared. 

3. As regard the concluding sentence of the recommendations of 
the Public Accounts Committee, necessary instructions to avoid 



delay in disposal of surp1us properties have already been issued to 
)IQ Commamh eide a copy of Army Headquarters Circular No. 
A/O0827 lA/Q3 (Coord) dated 18th November, 1964 (copy attached). 
The case for delegation of powers to the local Commanders to dispore 
of surplus properties locally to the best advantage of the State is 
still under examination by the Government. 

D.A.D.S. has seen. 
v.0. No. lO(l)/M/D(Qtg) dated 29th July. 1965.1 

(COPY) 

OP IMMEDIATE 
No. A,/06627/A 'Q3(Coord) 
ARMY HEADQUARTERS 

(Quartermaster GeneraPs Branch) 
DHQ P.O. New Delhi-11. 

18th November, 1964. 

Headquarters, 
Sou them Command 
Eastern Command 
Western Command . 
Central Command. 

S ~ T : - A v o i d a b l e  expenditure due to delay in the disposal of 
Assts. 

I.. Infructuous expenditure on watch and ward due to delay in 
disposal of assets has come up for severe criticism before the Public 
Accounts Committee. It is, therefore, imperative that recurrence 
of such expenditure is avoided. 

2. A review of all properties surplus to requirements will, there- 
fore. be carried out with a view to ascertain their disposal or firm 
utilisation and following action taken:- 

(a) Watch and ward employed to look after the assets will 
be wound up within next 3 to 4 months. Wherever this 
is not practicable, this may be brought to the notice of 
this HQ. 

(b) Properties without assets will be released to DMMC 
either for disposal or where the properties may be requir- 



ed, for leasing the lpnd for cultivation until they are 
required. 

3. A report regarding these cases will be forwarded to respective 
sections of Quartering Directorate on 20th of each month. The Arst 
repart containing the number of cases of this nature that is required 
to be settled will be sent by 3C) November. 1964. 

for Quartemraster Genera 1. 

The Committee find little jwtijication retention of the build- 
ing after September 1963 when the decrsion regarding the Zocation 
o f  troops had been finalised. They feel that the expenditure on  rent 
(Rs. 1,500 per month) and on watch arid ward after September 1963 
was avoiduble. 

[Serial No. 23 of Appmdix XX to 33rd Report 1964-M.] 

Ministry of Defence h a w  nottd t h ~  observations. 
D.A.D.S. has seen. 

[F. No. 101 11 /63/DQ&C)]. 

Recommendation 

The Co~nmittee hopc t h(1: qui i l ing  csperiencca from this case neces- 
sary action will be taken b g  the Supply depots to maintain better 
coordination with the consigrror jarn~s in regulating supplies of hay 
to the depots. The supplg depots should a k o  take necessary action 
to provide a d q u a t ~  storcrgp accommodation for hay to prvvent i ts 
deterioration during monsoon. 
[Serial No. 23 of Appendix XX to 33rd m r t  (Third Lok Sabha).] 

In order to prevent deterioration of hay during monsoon due to 
lack of storage accommodafion. remedial instructions have been 
issued vide Army Headquarters letters No. A/39381 /Q/ST6B/Ql (B), 
dated 21st November, 1963, No. A/45714/Q/MF-3, dated 8th June, 
1965 and No. A/39381!Q/ST6B, dated 10th June, 1965 (copies enclos- 
ed) to all concerned to ensure that- 

la) Delivery programmes are carefully chalked out in accord- 
ance with the storage facilities available at the time of 
delivery. 



(c) Storage rccommodation or facilities are provided Mom 
&liveries materidbe. 

(d) Effective coordination betweem the ASC and WkrJr 
Farms fir maintained at all stages and levels. 

2. D.A.D.S. has seen. 
[F. No. A /39381/Q/ST6B]. 

No. A/3$38l /Q/ST6B 
ARMY HEADQUARTERS 

(Quutermastcr General's Branch) 
DHQ P.O. New Delhi-11. 

10th June, l!X5 

Southern Command 
Eastern Conunand 
Western Command 
Central Command. 

SUBJFZT: -Issue of Fodder-Avoidance of losses due to deterioration. 

Reference the attached copies of this Headquarters letters No. 
A/39381/QiSTGB/Q(B) dated 21st November, 1963 and No. 
A J45714,'QIMF-3 dated 8th June, 1965. 

1. Please ensure that orders contained in para 2 of this Head- 
quarters letter No. A/39381/Q/ST6B[Ql (B) dated 21st November, 
1963 are invariably complied with. 

2. Effective co-ordination between the ASC and Military Farms 
should be maintained at all stages and levels regarding the supply 
of hay by Military depots to ASC depots. 

3. Please acknow1edge. 

MI- 
for Director of Supplies and Transport. 

Copy t0:- 
MF Directorate (M F-3). 



Headquarters 

Southern Command 

Eastern Command 
Western Command 

Central Command 

SUBJECT:-ISSU~ of Fodder-Avoidance of Losses due to deterimatim. 

1. A case has come to light where a considerable quantity of hay 
had deteriorated for want of adequate storage facilities during the 
monsoon season, thus causing a heavy loss to the State. This 
happened because delivery of hay had not been made according to  
the progress given by the indentor who could not, therefore, make 
necessary storage arrangements at the time of delivery. 

2. To obviate murrence of such losses, please ensure that:- 
(a) Delivery programmes are carefully chalked out in accord- 

ance with the storage facilities available at  the time of 
delivery. 

(b) Delivery programmes are strictly adhered to by all con- 
cerned. 

(c) Storage accommodation or facilities are provided before 
deliveries materialise. 

2. Please acknowledge. 

w- 
for Quartermaster General. 

Copy t0:- 

Military Farms Dte. 



2DO 
No. A/Wl4/Q/W4 

ARYnt KEADQUARTERS 
(QPutemmstm General's Br-cb) 

DHQ P.O. New Delhi-11. 
8th June, 1965. 

To 
The DDsMF 
Southern Command 
Central Command 
Weetcrn Command 
The ADMF 
Eastern Command 

SUWECT:--lsuue of Fodder-Avoidance of loss due to deterioration. 
1. It has been reported by the ST Directorate a t  this HQ that 

certain military farms h a w  not adhered to the schedule of 
despatches intended by the identing ASC units. This has resulted 
in dislocation of storage arrangements and consequent losses due to 
improper storage at the A X  Depots. 

2. In order to avoid such incidents, i t  is essential that there 
should be an effective co-ordinat~on between the ASC (indentor) 
anti military farms (Suppliers) in the placing of demands of hay, 
pha~ing of deliveries and actual despatches at  various stages. 
According to the existing procedure, BsASC Commands consolidate 
the demands of hay in respect of all Supply Depots in the Command 
for the whole year showing the delivery programme and place the 
same on DDsMF Commands. The latter issue instructions lo the 
stock-holding military farms to arrange despatches,/deliveries in 
accordance with the delivery programme given by the BsASC Com- 
mands. In case, there is any change in the demand or delivery 
schedule, ASC Supply Depot are required to notify BsASC Com- 
mands through CsASC Area, Div. who in turn inform BBsMF for  
implementation. I t  will thus be seen that the co-ordination between 
ASC and Farms Department is maintained a t  Command level. I t  
is not always possiwe for the Sumly Depots to deal direct with the 
consignor farms as that is likely to upset the overall delivery pro- 
gramme chalked out between BsASC and DDsMF Commands. 

3. It is necessary that copies of release orders and subsequent 
amendments thereto, placed by the DDsMF Commands on the con- 
signor military Farms are endorsed to the consignee depots. Sub- 
sequently, the consignor farm will keep the consignees informed of 
the actual progress of despatches and anticipated delays in deli- 



verles to enable the consigrree A x  Depots to plan for provision of 
adequate storage facilities at t h e  ends. 

4. It is also of vital importance that the delivery pro%iammes 
desired by the BsASC are adhered to. In case delays are inevitable 
in aome casts, BsASC and the consignee depots should invariably be 
informed immediately. 

5. Effective cu-ordination beltreen the ASC and Military firms 
should be maintained at all stages and levels. 

Sd.1- 
for Director of Military FMS.  

Copy t0:- 
The ADMF 
MF School and Research Centre 
MEERUT CANTT. 

The Committee are suqwised to find how vacilcrting and dilatoty 
the Mtnistry had been in dending about the utiliwtisn/d@poaal of 
these chassis. 132 Sucoe chassts had been found unsuitable for siqgle 
specialised role as early as 1952 and had been recommended for use 
in  G.S. rok .  But the question of their unsuitability for the other 
role also and their disposal could not be finalised till 1963. The 
Public Accounts Committee (1959-60) were distressed at meh delays 
as happened in  this case and had expressed the opinion that only 
expedttious actton in such matters would be in the best interest of 
Government. It is regrettable that even after the observatiolta of 
the Committee, the q~~est ion of utilisation/disposal of thew 132 
chassis was not finalised expeditious1 y. The Cornmi ttee hope that 
such cases will not recur, and that these chassis umuld now be dis- 
posed of without further delag. The Committee wottld further like 
to reiterate that prompt action in such cases would 'be in  the best 
public interest. I 

[S. No. 24 of Appendix XX to 33rd Report (Third Lok Sabha), 
1964-65.11 I 

A c n o ~  TAKEN 
Noted. All the 132 Sucoe chassis have been declared to the 

DGS&D for disposal as under:- --. - -. -- - --- - - - - --- - -" ..-.- 

Type of Vehicles Quantity Date on which declared 
for disposal ---- ----- -- - - . - 

I 2 --- - 3 - -  -_-_- 
(i) Chassis 5 ton q /* 4 with winch 
PWDSUCOE . 6th October,'1964. -- 78 - -  



<n) C h w i r ~ t o r 1 ~ ~ 4 w i t h w i a c h P W D  28 23rd 3-v 196s. 
SUCOE 

(iir') Chuir 5 ton 4 x 4 wlo winch FWD 
SUCOE . 25 18th Novaher I* 

(is) Chuuia 5 ton 4r.4 GS FWD 
SUCOE . I 17th/zath Novanber 19%. 

2. D.A.D.S. has reen. 

[U.O. No. 29 (1) /65/ SOI/D (0-1) , dated the 10th June 1965.1 

The Committee are surprised to note from the statement fur- 
nished that in one case the circumstances in which airlift was nllvw- 
ed me 'not known' and in another m e  a complete detail of air- 
lifts, etc., is neither availabb with the A m y  authorities nor with 
the Air Force authorities. These instances indicate that airlifts are 
being allowed without proper scrutiny and without maintaining 
proper records, which i s  objectionable. While the Committee ap- 
preciate the need for providing airlifts for mercy mission or in 
emergent cases, they desire that the Ministry should carefullg exa- 
mine and issue suitable instructions so that airlifts are allowed only 
i n  suitable cases within the framework of rules and not in viola- 
tion thereof. 

The Committee note that 21 cases of airlifts still remain to be 
regularised. The Committee also feel concetned about the delay 
in regularisation of the outstanding cases of airlifts not covered by 
sanction of Government. They hope that suitable steps would be 
taken by the Ministry to minimise such delays. 
IS. No. 25 of Appendix XX to 33rd Report (Third Lok Sabha)- 

196483. ] 

The two cases referred to in the recommendation of the Public 
Accounts Committee are those of the airlift provided in an IAF 
helicupter to the Political OfBcer, Sikkim, on 30th March, 1963, and 
certain civilians and stores airlifted in the normal fights of IAF 
.aircraft in the Jammu and Kashmir area during April 1962 to March 
1963. 



2 Full details of the flights undertaken by the IAF helicopter 
fot the airlift of the Political OdBcu, Silddm, on the 90th March 
196S. have bcen Fcceived from the unit concerned and action is in 
hand to regtdarise the airlift. In regard to the airlift of civilians 
and stolpos in the normal fights of the IAF aircraft in the - & K .rer, 
the d a b  of the airlifts undertaken are awaited from the Army au- 
thorities. 

3. Specific rules/orders already exist defining the powers of the 
variaus authorities to sanction airlifts of personnel and stores in 
Air Force aircraft in specified circumstances. Instances of such 
rules and orders are given below: - 

(1) Under Air Force Instruction No. 44 of 1980, as amended 
from time to time, powers have been delegated to the 
Ministry of Defence, the Chief of the Air Staff, the Air 
Oeacers Commanding in Chief, Commands, and Air Force 
Station Commanders to sanction airlifts in the circum- 
stances specifled therein. 

(2) In Ministry of Defence O.M. No. F. 7(11)/60/Vol. I /  
D(Air-XI), dated the 4th October 1962, as amended from 
time to time, standing rules governing the entitlement 
of certain personages to travel in the V.I.P. flight of the 
Indian Air Force have been laid down. 

(3) Under the Ministry of Finance (Defence) U.O. No. Coord/ 
M/A/54-B, dated the 9th May 1961, the Ministry of 
Defence is authorised to provide airlifts to foreign VIPs 
and VVIPs, provided that the flying hours involved are 
met f ~ o m  within the authorised flying quota, and pres- 
cribed charges are recovered from the parties concerned. 

(4) Under Ministry of Finance (Def/Air) OfRce Memorandum 
No. 344/Bud/AF dated the 27th February 1963, as subse- 
quently amended, the Ministry of Defence is authorised 
to ,  sanction airlifts, subject to the availability of space, 
in IAF aircraft to accredited Press Correspondents, S a t e  
Guests and officials of the Ministries of External Affaira 
and Information and Broadcasting on duty, to Srinagar/ 
Jammu/Tezpur, on payment, and from these bases to 
forward areas free of charge when the visits are in the 
interest of Defence Services. The delegation has been 
extended up to the 26th February 1967, or for the duration 
of the Emergency, whichwer is earlier. 



(5) Under Ministry of Finance (Defence) OM. No. 201-Bud- 
S/AF dated 12th March 1983, the Ministry of Defence is 
authorised to sanction free airliiis of non-dllcials in the 
Indian Air Force Super-Constellation Courier Service to 
Assam, If the airlift is considered necessary in the in- 
terest of the Defence Services. 

(6) Under the Ministry of Finance (Defence) 0.M No. 1802/ 
Bud/AF, dated the 19th November 1963, as extended wide 
Oface Memorandum No. 2974/Bud/AF, dated the 1st 
December 1964, the Ministry of Defence is autborised to 
sanction free airlifts of Indian non-of3cials to forward are- 
in Indian Air Force aircraft, where such airlifts are 
necessary in the interest of Defence. 

(7) Under Ministry of Finance (Defence/Air) OtHce Mema- 
randum No. 2191/Bud/AF, dated the 8th September 1964, 
the Ministry of Defence is authorised to sanction in the 
public interest, airlifts of supplies belonging to Central 
Government, and of Central Government servants other 
than those who are connected with the Defence Services 
and in respect of whom, Chief of the Air Staff has powers 
to sanction airlifts, provided space can be made available 
in normal flights without prejudice to Air Force require- 
ments and charges for the airlift are recovered. 

(8) In Ministry of' Defence letters No. 8 (1) /6O/D (Air-IT) , 
dated 19th February 1960 (as amended from time to time), 
No. Air HQj15212 ,'l/7/Ops /2781-S :D (Air-TI). dated 10th 
August 1962 (as amended from time to time) and 
No. F. 7(40)/63/1715.S/D(kirkirII), dated 
the AOC-in-C, Eastern Air Command has been authorised 
to sanction airlifts of certain categories of personnel (v iz . ,  
civilian Government servants of the NEFA Administra- 
tion and Nagaland StateIAssam Rifles personnel, Police 
personnel on loan to the NEFA Administration, person- 
nel of the Central Intelligence Bureau stationed in NEFA, 
social workers and tribal leaders), and engineering stores 
of the NEFA Administration and Nagaland State, in 
routine flights of Air Force aircraft, when space is avail- 
able, on the requests of the prescribed civil authorities, 
and subject to recovery of the prescribed charges from 
the Ministry of External/Home Affairs. 

4. A circular has been issued vide Ministry of Defence letter 
No. F. 7 (7) /64/D (Air-11) , dated 28th December 1964 (copy attach- 
ed), emphasising the necessity of reducing to the minimum demands 



from civil indent- for airlifts in Air Farce aircraft which lgre not 
covemd by the standing orders referred to above, indkating the 
conditions attached to the provision of the airlifts and obtaining 
an airlift application form calling for specific acceptance of liability 
for the cost of the airlift. on the part of the indentor. 

5. It would be clear that instructions already exist for pro- 
viding airlifts in I.A.F. aircraft in suitable cases only. The question 
whether there have been any violations of the existing orders in 
regard to the provision of airlifts, brought about by failure to carry 
out proper scrutiny and to maintain proper records etc. will be 
examined when considering the regularisation of the remaining 
cases of airlifts. Out of the 21 cases of airlifts mentioned by the 
Public Accounts Committee, which had not been regularised as on 
the 26th November 1964, ex-post-facto Government sanction ha8 
since been issued in 5 cases and 3 other cases are covered by the 
standing orders referred to ;n para 3 abwe. A procedure has been 
introduced in the Ministry of Defence with effect from 6th Octubar 
1964, to ensure that the required authority for an airlift which ir 
outside the scope of powers delegated to tho Chiel of the Air Staff 
or lower Air Force authorities, is issued either prior to or within 
a few days of the airlifts having been provided. 

6. Nature and circumstances for undertaking 'mercy missions' or 
provision of airlifts in 'emergent cases' are explained in paras 8, D 
and 20 of AFI 44/60. Issue af further instructions in this regard 
is not considered necessary. 

7. D.A.D.S. has seen. 

Immediate 
No. F. 7 (7) /M/D (Air-11) 

GOV~NMENT OF INDIA 
MINISTRY OF DEFENCE 

the 28th Decem'ber, 1964. 
New Delhi, -- Pausa 7 ,  1886 (Saka) 

The Chief Secretaries to All State 
Governments/ Union Administrations. 

SUWECT:-Use of Air Fmce aircraft for civilian purpose* 
Introduction of airlift application form. 

Sir, I 

I am directed to say that the Indian Air Force is frequently 
called upon to provide airlift for officials of various Central Gov- 



e r n m e ~ ~ t  Minfrtriw and Departments and Stab Governments, as 
well as certain civilian dignitaries. Experience has shown that such 
requests are received at extremely short notice -cd by 
complete details of the airlift requirement. This creates serious 
difficulties, as in the case of most of the airlifts a great deal oZ 
planning has to be done to achieve the necessary econonly of effort 
as well as flight safety. Air Force aircraft are located at certain 
stations only, and are fully engaged in meeting normal Defence 
commitments. In order to meet requests for airlifts from civilims, 
the aircraft have sometimes to be withdrawn from far places, to 
the deteriment of Defence needs. It is, therefore, necessary that 
demands from civilian indentors for airlifts in Air Force aircraft 
ahould be reduced to the minimum, i e . ,  when other means of trans- 
port do not exist or cannot be availed of due to the urgency of the 
task. It is also necessary that the request for the airlifts should 
contain complete details necessary, and should reach Air Head- 
quarters in time for the necessary arrangements to be made pro- 
perly. Having regard to these considerations it has been decided 
that with effect from 7th January 1965, q u e s t s  for airlifts in Air 
Force aircraft from State Governments and Central Ministries/ 
Departments, whtch cannot be arranged locally by lower formations 
under the powers vested in them and which are also not covered 
by existing special orders covering certain types of cases, would be 
entertained only in the attached airlift application form (Annexure 
A) to this letter. This form should be sent, in duplicate, to this 
Mmistry through the Air Headquarters, as iqdicated in the form; 
and the decision on the application would be communicated with 
the least possible delay by the Ministry of Defence. (The attached 
form docs not applv to VIP flights which arc provided under Minis- 
try of Defence Office Memorandum No. F. 7(11) /60/Vol. T!D(Air- 
II), dated 4th October, 1962, as amended from time to time, as well 
as airlifts of press correspondents, personnel of the Ministries of 
External Affairs and Information and Broadcasting and State Guests, 
to forward areas in Defence interest). 

2. As regards paragraph 4 of the attached airlift application form, 
I am to say that airlift to be provided by the Air Force would be 
subject to the conditions stipulated below:- 

(a) Airlift will be subject to weather conditions and may be 
cancelled at  short notice. 

(b) Captain's decision with regard to take-off, height of fight, 
landings, diversions, payload, etc., will be final. 

(d Route/schedule originally asked for and accepted cannot 
be changed withbut the approval of Air Headquarters. 



(d) A representative of the indenting agency will arive at the 
Pirpart at least half an hour prior to the take-oflt of t h e  
aircraft. He will assist the Captain of the aircraft, to 
complete the passengerifreight manifest, which will be 
prepared in quadruplicate. All four copies will be signed 
by the Captain of the aircraft as well as the representa- 
tive of the indenting agency. No change in the names of 
passengers will be accepted after the manifest has been 
completed. Two copies of the manifest will be retained 
by the Captam of the aircraft and a third copy will be 
sent by registered post acknowlecigenlent due to the IAF  
unit to which the nlrcraft or helicopter belongs. At any 
station where there is no Air Force staff available, the 
representative of the i ndentlng agency will himself under- 
take to forward a copy of ttw passenger manifest by re- 
gistered post to the Air Forcc unit concerned. In all 
cases the fourth copy of the manifest will be retained 
by the indenting agency for record purposes. 

(e) Form of Undertaking (for Government officials--vide 
Annexure B) and Indemnity Band (for non-ofllcials-vide 
Annexure C) duly completed and signed by each passen- 
ger, will be furnished (in triplicate) at least half an hour 
prior to boarding the aircraft. One copy will bc given to 
the Captain of the aircraft, the second copy will be glven 
to the local air force representative for sending by regis- 
tered post/acknowledgement due, to the unit to which 
the aircraft belongs, and the third copy will be retained by 
the indenting agency for record purposes. At any station 
where there is no Air Forcc staff available, the represen- 
tative of the indenting agency will himself send thc second 
copy by registered post to the Air Force unit concerned. 

(f) If any passenger has any ailment/disahility (such as heart 
trouble, diabetes, etc.) which is likely to be aggravated due 
to flying or cause complications, a medical certificate 
signed by the competent Government Medical authority 
certifying that the person is fit for air travel on the day 
of airlift, will be handed over to the Captain of the air- 
craft, for transmission to the parent I.A.F. unit along with 
the passenger/freight manifest. 

(g) The luggage limitations will be as under:- 
(i) For fixed wing aircraft, when it Is not provided solely 

for the indenting agency-a maximum of 20 Kgs. per 
individual. 



(ii) For helieopters-a maximum of 5 Kgs. per individual. 

(h) No arms or pcts/animals will be carritd in the aircraft 
Cameras are also not b be carried unlm specifidly 
agreed to by the Ministry of Delenee. 

(1) If an I.A.F. aircraft as a whole is required transport and 
accommodation (in case of overnight stay) will be 
arranged by the indenting agency for the crew wherever 
I.A.F. facilities do not exist. The indenting agency will 
inform the aircrew and other I.A.F. Maintenance person- 
nel of the arrangements made for accommodation, trans- 
port, etc. and the charges payable for these facilities. which 
will be recovered from the Air Force personnel before the 
departure of the aircraft from the station. Air Head- 
quarters have no legal liability in regard to recovery of 
the charges. 

Note:-Helicopter aircrew will normally comprise 2 officers 
and ground crew and safety services personnel would 
approximately be 6. For fixed wing aircraft (like Otter, 
Dakota, Viscount) there will be 2 to 5 officer aircrew and 
about 6 non-commissioned officers for maintenance. etc. 

(j) Medical facilities will be made available by the indenting 
agency at unmanned landing grounds and helipads to the 
extent practicable, in order to attend, if necessary, to air 
crash patients. 

3. Under standing orden, Air Force Station Commanders may 
authorise special flights of any aircraft under their control to meet 
requests from S t a t  Governments for assistance in emergencv or 
natural catastrophies, under immediate advice to Air ~ e a d ~ u a A e r s .  
Such flights will be on payment, the recovery charges being decid- 
ed by the Central Government. Civil servants of the State Govern- 
ments and other civilians can be carried on such flights at their own 
risk after signing a Form of Undertaking or Indemnity Bond as the 
case may be. Requegts for airlifts in circumstances not covered by 
these standing orders, for reconnaissance purposes should, however, 
be forwarded to the Ministry of Defence through Air Headquarters. 
In respect of such requirements, the attached airlift application form 
should be amplified to furnish the following additional information:- 

(a) The exact area which is proposed to be reconnoitred. (Map 
references of the points describing the area). 



(b) Is any circling over particular points en-route desired? If 
so, for what duration and over which points (map refer- 
ences and height, etc.). 

(c) Are any landings required cn-route. Xi so, give the exact 
locat on of the places (giving map references) and con- 
firmation whether landing gn~un~sihelipads me u d l -  
able and in sen.iceablc state. (Please see Annexure 
'D' for requirements of helipad). Aslo give period of half 
at ALG Helipad deqired. 

4. I am to request that the receipt of this letter may kindly be 
acknowledged. 

Yours fsithfu'ly, 

Sdr- V Sl?RRAFIhTANYAN. 
Deputy Secretar!/ to he G-w.wtm~nt  of India. 

Copy t0:- 

All Ministries!Dcpartmcnts of the CeVltr;ll Government. 



AIRLIFT APPLICATION FORM 

(Fm wc by  Central Manistties/Deportments and State GooemmtnB 
~ I I )  - 

From:-(Name of the sponsoring agency, i.e. Mfnistry/Department/ 
State Government). 

To:-The Ministry of Defence (To be submitted in duplicate. through 
Assistant Director of Operations (Logistic Support), Dim-  
torote of Operations (Transport & Logistic), Air Head- 
quarters, "Vayu Bhavan". New Delhi). 

Note:-This form (induplicate) should reach Air Head- 
quarters four days prior to the date of airlift. 

- -  . - - - - - - -- - - - - ---- -- 
I .  It is requested that airlift by I.A.F. aircraft may be provided 

for the passengers as given below. Tt is certified that the individuals 
are required to travel on duty:- 

- - - - -  
%No. Name - Minis- From To Date/ :zr try, Time 

Appoint- Depart- 
ment/ ment' 
Rank State 

Govern- 
ment 

2. The following freight is also to be carried:- 
. .... . ... .-. - - . ., -... - . .- . . 

Dimensions 
9, No. Article -. weight 
- . .. 

Lengh Breadth Height etc. 
" 

1. 



3. The dtenmtive means of mnsport available betwem the 
places mentioned above am as under:- 

The alternative means of transport are not suitable for the following 
reasons:- 

4. This Ministry ,'Departmentistate Government L aware that the 
airlift (including positioning flights/reconnaissance flights, standby 
aircraft, maintenance flights, use of mechanical transport and other 
ancillary expenses, etc. as required to support the main task) k on 
payment and hereby accept the charges. It is also accepted that the 
airlift will be provided subject to the conditions stipulated in pr8-  
graph 2 of Ministry of Defence letter No. F.7(7)/64/D(Air-II) dated 
the 28th December. 1964. 

Signature of 
Sponsoring OPRcer 
(Name in Block Letters) 
Designation 
Ministry fD+ment ' 
State Govcrnmcnt. 
Telephone No. mce -- 



FORM OF UNDERTAKING 

(For Civilian Government O m )  

In coluidmation of my king carried on duty as a passenger in air- 
craft, the property of Government and/or in charge of an offtcer of 
airmen d the Air Force in India, I undertake and agree that neithcr 
I nor my heir (in case of my death) will make any claim against the 
Clovemnretlt, except that which may be admissible under the e l w a n t  
atxtraardlnary Pension Ruler, or against any &her or &men of the 
Air Forces in Indla or against any penon in the swvise of the Govem- 
~nent of India in respect of any loss or injury (including injury result- 
tng in death) sustained by me to my person or property in conse- 
quence of the proposed flight. I dm undertake and agree to pay 
damage to the Govrnrment of India for any third party risk (e.g., 
damage to a fellow passenger) arising out of any act or default on my 
part in course of the flight. 

Signature of applicant . . . . . . . . . . . . . . . . . . . . . .  
Address and designation of applicant.. ........ 



In consideration of my being carried at my request u r pamenger 
in an aircraft whicb is the property of the O o v m t  ob India, md/ 
or in charge of any officer or airman of the I.A.F., I uudcrtsllu urd 
agree that ne'ther I nor my executors nor administrators will At 
;my claim agkinst the Government of India or againrrt any offbr 
or airman of the I.A.F. or against any person in the servicct of the 
Government of India in respect of any lose or injury to property or 
person (including injury resulting in death) which I mag d b r  
while or in consequence of my being so carried, and I undentrnd 
that no compensation will be paid by tbe Government of I d a  cr 
by any officer or airman of the I.A.F. in rsepect of any such loas or 
injury and I agree so as to bind myself, mecutort, and Pdministra- 
tors, to indemnity the Government of India and any &acr or 
airman of the I.A.F. and m y  person in the servicr 04 the Govmnmcnt 
of India against any claim which may be made by any third putJ 
against them or any of them arising out of any act or default on my 
part during or in  connection with the said flight. 

Sgnaluro of applicant.. . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . .  Address & Designation of Witness. 

................................................ 
Address & Designation of Applicant.. . . . . . . . . .  

................................................ 
Date. ................... 



In case of helipads (i.e. lpndfng area for helicopters) have to be 
constructed by indenting agency, the minimum sue required for 
ballcopter fiighb upto 2OW4000 feet above sea level should be 
50x50 y&. on hard level ground. There should be no obetades (such 
as tall tmm, telephone wms, high tension cables, etc.) within a 
radius of 2W) gar& from the centre of the helipad all around. The 
corners (boundary) of the helipad should be marked in "white" and 
the marking should be at kast 2 feet wide. The centre of the heli- 
pad rhould be marked with letter "H" painted in white (hejwhite  
~ d ) r  the size of each Limb of the letter bemg 12 feet long and 
9 feet wide and o f  tho cross-bar 6 feet long and 3 feet wide. Indi- 
cation of wind direction is to be provided by smoke candle or by 
burning dry wood at about 10 feet from the edge/boundary of the 
helipad at right angles (90") to the direction of  wind. There heli- 
pads will have to be inspected by I.AF. and flight wiU be under- 
laknn only on satisfactory state of helipad. Trial landing will be 
necessary for thir purpose. 

This case brings out awzdarble purchase of imported stores (atom& 
rerr, shrouds and rleeves) of modified pattern at a cost of Rs. 6- 92 
Icrkhs, which led to unnecessarp overstocking, not e.rpectcd to be need  
ed fm some years. The Committee are unhappy to note the explana- 
tton of the Dejence Secretary that this mistake occurred due to the 
lack of technical knowledge on the part of the provisioning authwG 
tier. In view of the fact that Air F m e  provisioning authorities had 
ansufficiena technical know ledge about the equipment, the question 
of inter-chrmgeability of  the parts of the new and old models rhouM 
have k e n  made clear with the manufacturers before phcing an or& 
for the modi@d parts in August, 1960. It is also not clear why this 
question was not settled even crfter receipt of supplia against the 
order of August, 1960, and before placing further orders fw the new 
tnodels i n  January and Februarp, 1962. As there is an overall tcar- 
city of foreign exchange, such a mistake resulting in over-provisim 
ing of stores becomes serious. The Committee hope that adeqwte 



strpr rall be t a b  by tha Air Farce Authwitiea t~ amid such vW- 
t h  in mure. The Committee a h  hope that suitable m(Uture8 
would bc taken to ottercome the drawbcrck of Cinwlpcciant technical 
knuwltdgc" in such important mattes. 

IS. No. 26 of Appendix Xli to 33rd Report (Third Lok Sobha)] 

H The circumstances under which over provisioning of atomisem, 
shrouds and sleeves was made had already been explained to the 
P.A.C. Sultable steps for ~ m p r t m g  suflHcient technical knowledge 
to the staff are under consideration. 

2. The provisioning staff has been instructtxl to check on the 
mter-changeabil~ty of breakdown spares with the Technical Directo- 
rate concerned before provsionlng action 1s taken. A copy of In- 
structions issued v ~ d e  Director of Equipment's Instructionsl to 
Branches No. 14/65 is enclosed. 

3. Director of Audit, Defence Services, has seen. 
[U.O. No. F.4 (10) 1631 (Air-I) , dt. 13-12-1905 ] 

AIR HEADQUARTERS, NEW DELHI 

(Directorate of Equipment) 

DlRECTOR OF EQUIPMENT'S INSTRUCTIONS TO BRANCHES 
No. 14/65 

Provisioning of Modiaed Items and their Bra&-down Sparer 

Information 

An instance of overprovisioning of equipment which was due to 
the misinterpretation of the term interchangeability was adversely 
commented upon by the P.A.C. In this case, the major component 
of an aeroengine was m d f i e d  by the manufactures to achieve bet- 
ter performance and the manufacturers issued a note to the effect 
that the un-modified and modified assemblies were interchangeable. 
This was erroneously misunderstood by the Provisioning Section to 
mean that the break-down parts of the unmodified and modifled 
assemblies were also interchangeable and under this misconception, 
a break-down spare of the modlfied assembly was ordered Ln excess. 

2. In order to avoid recurrence of similar instances in future the 
instructions laid down in the succeeding paragraph are to be strictly 
complied with. 



3. Whenever an iiem of equipment is modified and Government 
sanction is obtained for the provirioning of the modified item, the 
Provisioning Section will obtain the following information from the 
specialist Directorate if the same has not already been furnished: - 

(a) interchangeability of the unmodiAed x ~ d  ~nodiaed items; 

(b) interchangeability of breakdown spares of the unmodified 
and modified items; 

(c) ~b~olescence/ob~~letcness of the unmodified item and its 
break-down spares. 

4. PCR cards for the unmodified and modified items and their 
components will be clearly annotated w ~ t h  the interchangeablllty 
and obselencc/obsolcteness, as adwsed by the specialist Directorate. 
Simultaaeously, the Provisioning Section should initiate act on for 
promulgating thls information in Routrne Order Part IV. The R.O. 
Pt. 1V should also include the following:- 

(a) Units should demand only the modified items. 

(b) Items declared obsolescent should be issued/used till 
stocks are cxhausterl. 

(c) Method of dlsposal in rpspect of items declare obsolete. 

Provisioning 

5. Future indents will be raised for the modified item only, even 
if the unmodified and modified iiems are interchizngeable. 

6. As regards break-down spares, the followu~g procedure is to 
be followed:- 

(a) If the spares for the unmodified and inodificd items are in- 
terchangeable, the existing assets of spares for the unmodified item 
should be duly taken into consideration whe.1 determining the net 
mquirement for which indent is to be raised. 

(b) I f  the spares ave not interchangtable, indents for spare for 
the unmodified item should be restricted to the ant cipated repair 
requirements of the unmodified items (after duly taking into account 
the existing assets), provided the unmodified item is required to be 
used 'ill existmg s t ~ c k s  are exhausted. Otherwise, no fresh indents 



ore to be raised for these spnres. Break-down o w  for tbe ntodifbd 
item will, however, be provisioned as per norm& pnmrd~n. 

w- 
Wg. Cdr., 

D.D.E. 8 

(K CHIDAMBARAM) 
EXT. 277. 

, No. 
Distribution: 

L) oi 
..a 

A I ~  HQ./32366/82/E14A. dated 7th Mctnher,  19651 

Dre. of Tech. Scrviccs . 10 copies 
Dtc.. of Signals I* 5 
Dte. of E l a x  Enginexing 5 I .  

13:: of :lrm,~mcnt 5 1 9  

The Committee regret to pomt out that thas 1s another casc of 
ot?er-provmonmg tnvolvtng avordable purchase of 12 numbers of 
the ktem of ground equipment at a cost of Rs. 'l4,OOO. Tlre Commit- 
tee note that though in Aupudtt 1961 the octlk of the ;tent war draslt- 
cally curtailed, a further deirmrui was p k e d  for the sanre item an 
November, 1961. The Committee w e n  informed that due to the in- 
creased operations of the aircraft during the Enrc~yenct~, the rtorer 
were no longer surplus. The Committee hope that such cases of 
mmtenance of duplicate cards for the same item which resulted in 
over-provisioning would not recur. They also suggest that during 
periodical physical verijkationt of atores, an attempt should be made 
to detect duplicate cards opened for the same iteiu of equipment. 

[S. No. 27 of Appendix XX to 33rd Report (3rd Lob Sabha) 

To avoid over-provisioning, due to maintenance of duplicate car* 
for the same item, instructions have been issued by Air Headquarten 
vide Director of Equipments Instruction to Branches No. 12/64 (copy 



enclcmed) to the effect that immediately the new scale is iaswd. Pro- 
visioning Section eoncsnred will check the relevant Revision Con- 
trol Record Card and amend Vocab Section, part number and d m  
cription of the item so as to tally with the particulars stated in the 
new scale. The new scale Is to be compared with the superseded 
scaie and immediate review carried out both of the new item (includ- 
ing change in the quantity on scale) and the superseded items. 

2. Periodical physical verification of stores is done at Depots/ 
Units who maintained Tally CardsjSingle Stock Record Cards for 
each item. Every Tally Card/S.S.RC. is allotted a serial No. from 
the Tally Card Registers, kept Vocab section-wise and as such there 
is no chance of duplicate Cards at Depots/Units for the same item. 
However, sometimes superseding/modlfied items are received at 
stock-holding depots from the manufacturers. These are supplied 
under Reference Nos. or Part Nos. different from those under which 
the items were originally indented and therefore these have to be 
brought on charge on new tally cards under the new numben. 

3. To ensure proper linking of superseding/rnodified items with 
the superseded items, instructions were issued to the depots for the 
cross reference of tally cards of the items superseded and those of 
the superseding item, vide Air HQrs. letter No. Air HQ/32538/10/ 
E14, dated 8th January, 1959 (copy attached), the provisions of 
which are being re-itera ted. 

Director of Audit, Defence Services has seen. 
p.0. No. F. 4(ll)  /65/D(Air-I), dt. 2-8-1965] 

AIR HEADQUARTERS, NEW DELHI 

(Directorate of Equipment) 

DIRECTOR OF EQUIPMENT'S INSTRUCTION TO BRANCHES 
No. 12 

Cancellation1 Reduction of Outstanding lndents due to change 
in Scales 

In January, 1961 an indent was placed on I.S.M. Washington for 
the procurement of 104FC/HT-192 Tester Indicator Power Unit on 
the basis of the then existing scale. Subsequently, in August, 1961, 
revised scale was issued necessitating reduction in requirement. 
However, no action was taken to reduce/cancel the surplus quantity 
indented for till August, 1962. By that time the item involved had 



already been coplitracted, shim and no reduction in the qantity 
indented for could than be e h t e d  thereby resulting in considerable 
~nfructuctu expedturrr to the State. This has been Feaected in the 
AuQt Report Defence Services 1964. 

2. In order to obviate similar lapses in future, the instructions 
contained in the surreeding paragraphs are to be strictly complied 
with. 

3. Immediately the new scale is issued, provisioning Section con- 
cerned will check the relevant P.C.R. Card and amend Vocab Sec- 
tion, part number and description of the item so as to tally with the 
particulars stated in the new scale. The new scale will be c o m p -  
ed with the superseded scale and immediate review carried out both 
of the new item (including change in the quantity on scale) end the 
superseded item. 

4. In case, the special review carried out as per para 3 above re- 
veals surplus assets, immediate action will be taken to cancel or 
suitably reduce outstanding indents, if any. 

5. If, however, the special review reveals deficiency, provisioning 
action will be promptly taken for the additional requirement arising 
as a result of the revised scale. 

6. This supersedes D.E.I.B. No. 4/63. 
Sd./- Air Cdre. 

D. of E. 
G. B. SINGH. 

[No. Air HQ/32366/82/E14A, dated 3rd June, 19643 

From: Air Headquarters, New Delhi-1 I .  
To: HQ. Maintenance Command, IAF (34 copies). 
Date: 8th January, 1959 
Ref.: Air HQ/32358/ lOlE.14. 

Receipt of in lieu and superseding Items from the Manufacturers 

YOU are aware that copies of all contracts entered into by ISM1 
ISD in respect of stores indented by this Headquarters are being 
supplied to the consignee depots as advance information. Similarly, 
amendments to the contract issued by ISD/ISM for supply of modi- 
fied/superseding items in place of items contracted for are also for- 
warded to the consignee depots. 



2 It is noted that frrrue of amLnAments to the contract takes a 
COlOidRfabAe time at flSD/ISM/and modifled/rupemding ikmr, are 
received at the consignee depotr l q  before the receipt of cowwring 
amendment to the contract. There is likewirre considerable delay in 
the issue of amendments to the manufacturer$ list of qmre parts 
and the c o n w n n  units therefore continue to demand items under 
dB part numbers. I t  is felt that unless suitable record of modifled/ 
superseding item supplied in lieu, of  item contracted for is mein- 
tained at the consignee depot, there is a possibility of the demand 
being transcribed as inability instead of being met by issue of the 
modifted/superseding item. To  ubviate this contingency it is neces- 
sary that when a modlfkd/supereding item is brought on charge 
by the consignee depot under the part number as invoiced, a dummy 
tally card is dmultaneausly raised for the original item contracted 
for and endorsed that. "Demand for this item is to be met by issu- 
ing modified superseding Item Part No. . . . ." For example, if the 
item contracted for is Part Number 313-15-1 and the ~ t e m  received is 
813-162 and item will be brought on charge under Part No. 813-15-2 
and Tal ly  Card will be raised for Part No. 813-15-1 duly annotated 
as stated above. 

3. Depots/Units under your control may please be instructed 
accordingly. 

Sd.1- R. D. KHANNA, Gp. Capt. 
Air Commodore, 

Air Oficer-in-charge Maintenance. 

Recommendation 

The Committee fed concerned over the gross over-provisioning of 
spares which were ordered in this ca8e on the basis of the mcmufac- 
turer's recommendation. Out of 8 items valuing Rs. 2.42 lakhs, the 
entire stock of 7 i t e m  valuing Rs. 1.22 lakhs has been lying unutilis- 
ed ever since the purchcrse, and the remaining one item has been 
utilised i n  a very small number. The Committee feel that on the 
basis of past experience the Ministry should have taken more pre- 
caution white ordering spares at the munufacturefs recommenda- 
tion. The Cornmitee szlrggest that the feasibility of including a provi- 
don in such contracts that suqdus spates would be returned t o  the 
m4nufacturers at their cost, might be ammined 

The Committee also d e e e  that the Ministry should take s t e p  
to reuitw the position of spares and ensure that the hold-up in the  
execution of repairs of the fkme tubes is reduced to the tninimunr. 



The Committee feel that since instances of o ~ ~ ~ p m v b h h a g  0.f 
a t o t a  ota the QIW#lOl frmturv of tJtk Ministry, a positive ond a#Qctftn 
action should be taken by the Ministty to thjt. 

[S. No. 28 of Appendix XX to P.A.C. (1964-65) Thlrty-Third Report 
(Third Lok Sabha) ] 

Certain spares required for carrying out major repairs on flame 
tubes Mk. III fitted on Nene engines were proposed by the manu'fac- 
turers in 1954 on the basis of their experience. The IAF had hardly 
operated Twfani aircraft for one year by then and, as such had no 
practical experience in the repair of similar types of flame tubes. In 
view of this, IAF was not in a position to assess the quantities o!f 
spares required for this purpose. Accordingly these spares were pro- 
visioned as per contract dated 15-4-55 based on the recommendations 
of the manufacturers and accepted by I.A.F. in the light of available 
consumption data of comparable items us& on Vampire aircraft. 

2. As on 26th April 1965, No. 1 BR.D. has consumed the spares in 
question in the quantity indicated below. The remaining spares are 
likely to be consumed when more flame tubes are taken up Tor repair. 

Part No. Description Qty. Provi- Qty. con- Balance 
sioned sumed 

Diffuser 
Ring 
Ring 
Ring 
Rear Conical Sec- 

tion 
Head Assy. 
Conical Section 
Conical Section 

3. Headquarters Maintenance Command has taken steps to ensure 
a production of 10 flame tubes per day. The necessary additional 
manpower required for the clearance of accumulated backlog waa 
positioned by December, 1964, by Air Headquarters. 



4. The foilasdng obaervatim of the Committee are bdng examfn- 
ed rspantely and ag soon as a find decision is taken, it will be re- 
ported to the Committa: 

U . . . . . .The Committee Suggest that the feasibility of includfng 
a pmvldon in such contracts that surplus spares would be 
returned to the manufacturers at their cost, might be exa- 
dned. 

u . . . . . .The Committee feel that since instances of over-pro- 
vldoning of stores are the annual feature of this Mfnistry, 
a positive and effective action should be taken by the Min- 
istry to stop this." 

Director of Audit Defence Services has seen 
W.C. No. F. 4 (12) ,/65/D (Air. 1). dated 8-9-65.] 

The Committee feel concerned over the gross overprovisi~ing of 
spares which were m h e d  in this case on the basb of the manufac- 
turer's recommendution. Out of 8 items valuing Rs. 2.42 lakha, the 
entire stock of 7 items valuing Rs. 1.22 lakhs has been lying unutilis- 
ed ever since the purchase, and the remaining one item has been 
utilised in a very small number. The Committee feel that on the 
basis of past experience the Ministry should have taken more pecau- 
tion while ordering spares at the manufacturer's recommendation. 
The Committee suggest that the feasibility of including a provision 
in such contracts that surplus spares would be returned to the manu- 
facturers at their cost, might be examined. 

IS. No. 28 (i) of Appendix XX to 33rd Report (Third Lok Sabha) ] 

In this Ministry's note dated 8th September, 1965. it was stated 
inter-ulia that the following observations made in recommendation 
No. 28 of Appendix XX of PAC (1964-65) Thirty-third Report (Third 
Lok Sabha) , were being examined: - 

"The Committee suggest that the feasibility of including a prcb 
vision in such contracts that surplus spares would be rc 
turned to the m d a c t u r e r s  at their cost, might be e m  
mined." 

The suggestion that every indent for the purchase of spare parts 
should contain a provision that the items found surplus would be 
returned to the manufacturers at their cost has been examined and 



L not considered feasible. The pnmvoment of spare parb already 
presents considerable dinaculty in many cases. The manufacturers 
df spare parts are not likely to agree to any such clause. Even if 
they agree, the extra price which they are likely to demand therefore 
wil l  be exorbitant and will be more than the risk of o b s o l ~ n ~ @ .  
It b felt that the proper remedy is adequate care in the identing of 
spare parts. The broad policy is to place indents on the basis of 
actual experience of consumption. However, in the case o? new 
equipment of which adequate experience is not available, greater re- 
liance has naturally to be placed on the recommendations of the 
manufacturers. Another consideration which detracts from the 6Ug- 
gestion is the fact that in many cases spares have to be specially 
manufactured against the Defence requirements and there is no com- 
mon civil use for the said spare parts. While some risk of obsole- 
scence of spare parts is inescapable in order not to render immobile 
particularly during operations essential quipment, all care is taken 
to anticipate as accurately as possible the likely requirements. 

DADS has seen. 
v.0. No. 29(2)/65/D(&l)]. 

Racommendation 

This is yet another case of bad planning. The equipment costing 
Rs. 3.78 lakhs received in May, 1959 has not pet been irwtalled. At 
the time of ordming the equipment, it should have been known that 
an alr-conditioned btiilding would he required for its installation and 
necessary action initiated in that direction. It ia also regrettable to 
note that the proceedings to acquire land for the buildiqg were start- 
ed only in 1962 i.e. 3 years after the arrival of the equipment. 

The Committee feet coneenzed to learn that there are dmilcrr Case8 
in othm Services also where buildings etc. required for installation of 
various equipment were not completed by the time of their arrival. 
They would like to know the methods devised by the Ministry to 
prevent recurrence of such cases. 

[S. No. 31 of Appendix XX to 33rd Report (3rd Lok Sabha] 

An Instrument Landing System equipment was indented at a cost 
of 6: 25,408 in October, 1957. The equipment purchased at a total 
cost of 6: 28,368 (Rs. 3,78,240) was received at  No. 2 E.D. Bombay in 
May, 1959. Later it was transferred to No. 4 Wing Agra in April, 
1960. The equipment however, could not be permanently installed 
so far. 



2 According to earlier plans, the Work  M c e s  were expected 
to be completed by March, 1W. It has now been intimated that on 
recount of rejectfon of work done to inferior speci%cation, the con- 
tractor ie still on the job, the work was expected to be completed by 
31st August 1965. Meanwhile however, the middle and outer mar- 
ker b u i l d i a ~  have been completed on the requisitioned land and am 
in use- Temporary Electric connection have been given and the I.L.S. 
fs functioning with these connections- As for the permanent electric 
connection, the poles have since been laid but the electrical wiring 
is yet to be provided The over-all progress of the project is 95 per 
cent*. 

9. Tn view of the abnormal delay in installing the machine, we 
have asked Air HQ on 30-7-64 to investigate the circumstances in 
which the equipment could not be installed so far. The Court of 
Inquiry constituted by Air HQ in this respect in January, 1965 has 
not submitted its pmceedings to the Govt. As soon as the same are 
received, the findings will be communicated to the Public Accounts 
Commit tee. 

4. As several cases of non-utilisation of costly equipment have 
been brought to the notice of Govt. we have taken the following steps 
to avojd recurrence of such instances:- 

(i) Instructions have now been issued vide Ministry of Defence 
U.O. No. 23 (26) ,'64/S03/D (0-1) dated 26-10-64 (copy en- 
closed) to service HQ that whenever any equipment is or- 
dered, it must be seen whether facilities required for its 
installation maintenance, and operation are available or 
are being provided. Ministry of Defence would also 
insist on suitable certificate from Air HQ on this point be- 
fore agreeing to any proposals involving works sedces.  

(ii) Instructions are being issued that whenever proposals 'for 
purchasing new equipment are made, the indenting autho- 
rity should also specifv whether similar equipment is 
already in its possession and not in use and in such cases 
give reasons why new equipment should be ordered. 

(iii) Air Headquarters have also been asked to submit to the 
Ministry of Defence and Ministry of Finance (Def.) a six 
monthly report in respect of all equipment machinery 
costing Rs. 50,000 and above which have remained unuti- 
Used' for 8 months or more since the date of receipt in 

*It has since been verifled that the works services for the equip- 
ment have been completed. 



India either at Embarkation Headquarters or at the writs, 
d i e  Min. of Def. U.O. No. 37(10) /64/D(A-IV), dt. S4-M 
(Copy e n c l d ) .  The return will cover only equipment 
and machinery in the nature of cepftal goads requiring 
installation and themfore. will exdude equipment/ 
machinery obtained as reserve backing. Such return has 
been asked for so that they reflect the paition as on 30th 
June and Slst December and would be submitted to the 
Ministry on or before 31st July and Slst January respec- 
tively. They have also been instructed that the first return 
should include past indents. 

DADAS has seen. r' 

[F. 7 (3) '&? tD (Air-IV) , dt. 10-9-10651 

MINISTRY OF DEFENCE 

SUBJECT: ---Prez-ent~on of non-util~sation of vostly equipment8 and 
marhinrrp in  the IAF-return regadtng. 

Attention is invited to the minutes of the meeting held in the 
room of Addl. F.A. 111 on the 2nd March 1963 circulated to ell con- 
cerned under this Ministry's U.O. No. 37 (10) /W/D ( A i d ) ,  dated 19th 
March, 1965. 

2. It has been decided by JS(A) that Air HQrs. should rrubmit to 
the Ministries of Defence and Finance (Defence) a six monthly re- 
port, as in the proforma attached in respect of all equipment/ machi- 
nery costing Rs. 50.000 and above and which have remained unutilis- 
ed Tor 8 months or more since the date of receipt in India either at 
Embarkation Headquarters or at the unit. The return would cover 
only Equipmen! and machinery in the nature of capital goods requir- 
ing installatioil and would exclude equipmentpachinery obtained 
as reserve backing. The return should be as on 30th June and 31st 
December and should be submitted on or before the 31st July and 
31st January respectively. It has also been decided that the Arst 
return should include all past indents. 

Deputy Secretary (A-11) 

Tele: 31923 

Air HQrs. (DOE-Air Cdre. G. B. Singh) 
-. No. of D U.O. No. 37 (10) $4/D (Air TV) dated 29th March, 1065: 

347 (aii) -23. 
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MINISTRY OF DEFENCE 

A case has appeared in the audit Report, Defence Servicw, 1964, 
where the delay in utilisation of an imported equipment, viz. Crash 
Barriers for the Air Force has been severely criticised. Orders for 
this equipment were placed in 1960 and the equipment was received 
in 1961 and 1982 The installation of the equipment which has to be 
done at different airfields has not been completed even now. The 
delay in installation of this equipment at various airfields was due 
to the non-fulfilment of the following requirements: - 

(a) Extension of runway; 

(b) construction of over-run; 

(c) Non-availability of land and acquisition of land require- 
ments; 

(d) nature of terrain; and 

(e) unsuitability of soil due to heavy rain and resultant bogg-- 
ing . 

2. It has been observed in the Audit Report that lack of fore- 
thought and proper planning are responsible for the delay in the 
utilisation oY the Crash Barriers. Defence Secretary therefore desires 
that adequate care should be taken by all concerned to ensure that 
such lapses do not recur. While considering proposals for purchase 
of equipment it is essential for all concerned to make sure that the 
required facilities for installation, operation and maintenance of the 
equipment being procured have been or/are being provided and wilL 
be completed by the time the equipment arrives. 



3. In future, before ordering any new equipment, all wrvices/ 
B r a d m  should keep the above points in mind and invariably fur- 
nirh a certificate to Government regarding the availability ar provi- 
dam of necessary facilities for the installation, maintenance and 
optration of the equipanent by  the time the equipment is received 
In c~oes where equipment have already been ordered for Services/ 
Branch should check up if there is likely to be any undue delay 
in the provision of the installationjoperation/maintenance facilities. 
In every case where such delay is expected Government should be 
informed of the same and periodical reports furnished of the efforts 
made to overcome the delay and the results thereof. 

Sd/- S. KRISHNMOORTHY, 

Under Sucretcrry 
28-10-64 

Tale: 32770 

[U.O. No. 23 (26) !64/S03/D (01) dated 26-10-1964.3 

The Committee are not happy over the delay that occurred in the 
present case in establishing electro-polishing facilities for want of a 
suitable rectifier, which resulted in heavy accurnulation of turbine 
bkrdes requiring electropotiahing. In addition to the large number 
of blades requiring electtopolishing (4000 in  January 1964) aflecting 
working of the Air Force, the delay in starting the project also result- 
ed in an extra expenditure of dE 1600 (Rs. 21,333) in  the shape of pull- 
ment of technical liaison fee to the foreign collaborators. While the 
Conmittee appreciate the anxiety of the technical Committee to  yo- 
cure the rectijier indigenowly, they regret that no seriowr efforts were 
made to  obtain it. The Committee are surprised that even the cor- 
rect specifications of the rectilier were not obtained from the manu- 
facturers at the time of enteriqg into an agreement in 1958. Again 
after obtaining the specifications in 1959, the D.G.S.&D. was not 
approached to procure the rectifier indigenously. The fact that the 
rectifier was subsequently available indigenously indicated that there 
was failure previowrly to find out one in the country. The Commit- 
tse feel that the urgency of the project was not felt because o f  the 
large stock of  new blades being available for replwing those needing 
electsopolishing. The Committee hspe that such delays would be 
scrupulously avoided in future. 

[Serial No. 32 of Appendix XX to 33rd Report (3rd Lok Sabha) .] 



At the outset, this Ministry regret that in reply to a note required 
by P.AC. at their sitting held on 27th October, 1964 with regard to 
steps taken to procure the rectifier after the Technical Committee 
decided to procure it in India, incorrect infanmation was furnished 
to them. It was stated in reply to this note that the rectffler wss 
received in Repair and Maintenance Depot in October 1963 and was 
installed there immediately. The position, however, was that in 
January 1964, Air HQ, had asked Air Force Station, Kanpur to con- 
firm that the rectifier was installed immediately on its receipt and 
that it was being put into use for electropolishing process. Air Force 
Staticm, Kanpur in turn replied by saying that there was no hold up 
in the electropolishing of turbine blades. Air Headquarters, there- 
fore, assumed that the rectifier was installed and the Govt. was in- 
formed accordingly. The same information was incorporated in this 
Ministry's note in reply to PAC's query referred to above (not vetted 
by Audit. Subsequently the position was agam checked up at the 
instance of audit and it was found that the rectifier was not installed 
and that HQ. Maintenance Command had asked R&MD to post- 
pone the installation as  it would have involved expenditure on cer- 
tain electrical fittings which would be infructuous when the whole 
electropolishing plant was erected in a new shop under the Reor- 
ganisation Plan. To ensure that there was no hold up in the output 
of electmpolishing blades and also to clear backlog, as much as possi- 
ble, the electropolishing of turbine blades at  that time was being 
done with the help of a stand-by motor generating set. 

2. In view of the above position, this Ministry has examined the 
matter further and have come to the conclusion: that the electropolish- 
ing facilities could have been established earlier even without the 
rectifier. In fact, with the stand-by arrangements R&MD had electro- 
polished about 3886 turbine blades during the period January 1964 
to February 1965. This cleared the major portion of the backlog. 

3. The requirement of the rectifier is, however, a permanent 
necessity for electropolishing oY the blades as long as I.A.F. is using 
jet engines and the stand-by arrangements are meant to cater for an 
emergency in cases of breakdown of rectifier. The rectifier has been 
temporarily installed since March 1965 and is now being used for 
electropolishing of turbine blades. 

4. I t  'is accepted that. there has been some delay in the procure- 
ment and installation of the rectifier. The recommendation of the 



Committee that such delays be scrupulously avoided in future, has 
becrr mted. 

5. The Director of Audit Defence Services has seen. 
w.0. No. F, 4 (14) ,W/D (A-I) , dated 28-8-1965.] 

The Committee tegret to note that the ranring in manpower ex- 
pected as a result of ifistallation of automatic accounting machines 
has naf been achieved. It 2s surprising that the output of the Air 
Force Operators is less than 50 per cent of that of the firm's Opera- 
tors. It is not known whether less output of the Air Force Operator8 
is due to  their inexperience in opemting these tttuchines. If so, the 
Air Force Operators should be intensively trained in operating these 
machtnes so that the anticipated sat7ing in manpower is achieved at 
an early date. 

[S. No. 33 of Appendix XX to 33rd Report (Third Lok Sabha] 

The average output on machines at Equipment Depots arrived at  
on the basis of returns rcndered during the last 15 months ending 
April 1965 is approximately 223 postings per machine per day agninst 
420-600 postings achieved by the Arm's demonstrator. 

2. It must be appreciated that such demonstrators are specially 
selected and trained by the firm for demonstrations. Therefore, the 
output achieved by them can seldom be equalled by regular person- 
nel. A comprehensive programme for training the operators at Equip- 
ment Depots with a v:ew to increase the output is being worked out 
by Air HQrs. in cousultation with M/s Remington Rand (the firm 
who supplied the machines). 

3. Further, the pay scales, incentives and working conditions 
offered by civil firms enable them to get a much higher calibre staff. 
In the Air Force the postings are done by civilian Store Keepers and/ 
Airmen Equipment Assistants. This is necessary because of their 
background and knowledge of equipment procedure. 

4. Another vital factor in acquiring increase of output is the con- 
tinuity and practice on the machines, just as in the case of typing. Un, 
fortunately, Air Force Operators cannot be retained on these duties 
for too long a priod without affecting their career prospects. There- 
fore, at least once wery three years the operators are changed. This 
also affects the average output. Nevertheless Air HQrs. are 
examining the question whether these operators cannot be retained 
for a longer period without affecting their prospects. 



5. Another factor is that the last 15 months' average of a pwtfnsr 
per machine per day has been achieved in spite of the peor m- 
ability of machines. It fs of interest to note that 6 out of 8 machines 
have been due for overhaul since Nwember, 1963. The poor service- 
ability of the machines has been due to dificulty in obtaining spare 
parts from abroad. Although the machines are purchased, the res- 
ponsibility for servicing the machines and supply of spares neces- 
sary, rests with M/s Remington Rand. Unfortunately, tbe firm has 
not been able to obtain import licence for the spares required. In 
November, 1963 when the machines came up for overhaul the Ann 
advised Air HQrs. about their difficulty in obtaining the import 
licence. The Arm wae asked to prepare the estimates and give other 
details relating to the requirements, which were necessary before 
the case could be put up to the Government. These details were 
provided in July, 1954 and the case was immediately put up to the 
Government. The Import Licence was finally issued only in 
January, 1965. Against this the spares have been ordered by the 
firm but have not vet been received. Therefore, the overhaul of the 
machines has not yet been taken in hand and the serviceability of 
the  machines continues to be low. 

6. The present output of operators in the Air Force Depots com- 
pares favourabl y with that in other Gwernment Mces .  Notwith- 
standing the present output, 12 men have already been reduced from 
the establishment at Nos. 2,3,4, and 5 Equipment Depots. It may be 
stated here that this reduction of 12 men was not made on the basis 
of the present output of 223 lines but was originally worked out on 
the anticipated output of 420-600 lines. Increase in output from 
the present figure of about 223 lines is not expected to exceed 420- 
600 lines under any circumstances. Reduction in staff should, how- 
wer, not be taken as the sole criterion in estimating the utility of the 
machinw. Intensive training alone will also not help to reach the 
~tandards of output in commercial firms in the absence of similar 
working conditioizs fur the operators. It is, however, hoped that 
u.hcw the machines are overhauled after receipt of necessary spares 
from abroad, the output will further increase thereby helping in the 
clearance of arrears. 

7. Director of Audit Defence Services has seen. 

[U.O. No. F. 4 (15) /65/D (Air-I) , dated 4th April, 1965.1 

The Committee view with concern the action of the Aiz Force 
authorities to levy entrance fee for the static exhibition mithou€ 



prior <rpprmxJ of Gownrmttzt d to transfer the excess teceipta of 
lnoncy (Rs. 46,706) t6 ptivote funds (Air Form Benewlent 

Aamciation and Unit Welfare Funds). The Committee hope that 
such cazea will not t m r .  

IS. No. 34 of Appendix XX to 33rd Report (Third Lok Sabh~.] 

The enclosed circular letter issued by Air Headquarters on 25th 
August, 1964 to all h r  Force Units is sumcient to prevent recurrence 
of such cases. No further action is considered necessary. D.A.D.S. 
has seen. 

From: -Air Headquarters, New Delhi. 
To:-As per distribution list 'A' 
Date: -25th August, 1964 
Ref: -Air HQ 28502 138 PS 

Celebratio11 of IAF Annitwrsaries-Col lection of Funds 

In an exhibition organised on IAF Anniversary an admimion fee 
a t  the rate of 50 paise per adult and 25 paise per child was charged 
to rewlate  thc crowds and the proceeds were credited to Air Force 
Welfare Funds. The Mmistry of Defence has ruled that charging of 
entrance fee and crediting the proceeds to non-public funds is irregu- 
lar and there should be no recurrence of such an irregularity. 

2. I t  is, therefore, emphasised that if in future it is desired to 
charge an entrance fee on any exhibition or display organised by the 
I.A.F. prior approval of this Headquarters must be obtained. 

Sd/- S. S. ENAND 
Wg. Cdr. 

for Air Vice Murshul Air Oficer ilc Admin. 

Copy to: - 
Ministry of Defence-D (A-111) 
Ministry of Defence-D (Cer) . 

The Committee feel concerned over the delay in finalisation of the 
provisional payments d e  to the HAL for purchase of aImuft, 



rupply of qmres and servwes rendered. The ou#anding of Ilr. 142.40 
Slrlchs es on 31-12-1083 included rrl3 a m o m  of Rs. 1 1 7 3  Iakhs nZaticrg 
to the projeck completed by June lM1. Ar &&red b y  the Committee 
a note stating the latest position of the adjustment of this amount hat 
been furnbhcd. 

The Cornmlrtee desire char the Ministry should find out the real 
bottlenecks an the f i ~ l i s a ~ m n  of the payments after completion of the 
jobs and take rpeciel steps ta ensure that the time lag in this regard 
i s  minimised. 
[S. No. 35 of Appendix XX to 33rd Report (Third Lok Sabha) 1- 

651. 

ACTION TAKEN 

Out of the outstanding amount of Rs. 142.40 lakhs, a sum o f  
Rs. 68.57 lakhs has since been adjusted. 

2 Three price proposals relating to Vampire and Gnat aircraft 
have been received from the HAL and are under consideration of the 
Government. On the finalisation of these price proposals, which is 
expected to be done shortly, a further sum of Rs. 69.89 lakhs will be 
adjusted against the provisional payments so far made. Measures to 
reduce the delay in the Analisation of the payments after the comple- 
tion of the jobs are also under examination of the Government. A 
note on the results of this examination and the steps proposed to be 
taken to ensure that the time lag in the finalisation of the payments 
is minimis&, will be submitted in due course. 

Director of Audit, Defence Services has seen. 

[U.O. No. F. 4 (16) /65/D (Air. 1) dated 6-11-1965] 

Recommendation 

The Committee regret to note that an amount of Rs. 28.29 lakhs 
out of the total advance of Rs. 77.15 lalchs is still to  be adjusted after 
?nore than five years. They hope that eiforts would be made to ex- 
pedite the adjustment of the outstanding amount. 

[S. No. 36 of Appendix XX to 33rd Report (Third Lok Sabha)] 



The position as on 15th July, 1985, in regard to the adjustment bF 
the amount of Rs. 28.29 hkhj  out of the total advance of Rs. 77.15, 
lakhs is given below:- 

Adjustment of advances in the books of Depfrty Controller of 
Defence Accounts (Air Force) 

Less: Adiustcrl by the DCDA (AF) 26 16 lirkhs 27-32 Wrhs 
to he adiustcci by the DCDA (AF) 

againsf stom invoices verified by the 
Local audit Officer (Air Force). 22.70 lakhs 29 70 Mthr 

R,rlancc : 28.2ylnkhw 20 - I 3lakha 
- - - - "  - - . -  - -  - - - - -  - --  ."-- - 

H.A.L. have also submitted further invoices and i t  is expected'. 
that when these are linked and verified, a cwnsiderable amount of' 
the balance outstanding, viz.. Rs. 20.13 l a b s  will be cleared. 

Every effort is being rnade to expedite adjustment of the out- 
standing amount, H.A.L. and the LAO.  !AF) will do their best to 
complete production/verifiation of stores invoices as expeditiously as 
possible. 

Director of Audit Defence Services has seen. 
[U.O. No. F.4(17)/65/D(A.l), dated 26th October, 1@65.J.,. 

(i)  Article 6 of the contract with the f i rm provides:- 
"If some modifications could be curried out in order to i n m e  

the stores to be supplied as per Appendix I I ,  the seller MI* 
advise the buyer accordingly and if these modificatiomu in- 
volve financial efiect the buyer shall notify hi9 decision to 
the seller within one month after he hcrs been adv i rd  by 
the seller." 

The Committee are really surprised that despite this provision in 
the contract the firm did neither supply any jkame tubes for i8 muWb- 



.<from June 1957 upto January 1959) nor did they notify the buyar 
sbout the modijkation mude therein inooltring financicrl hag& 
cations (higher cort of Mk. fV) during thk tarlp period. (The flnn 

.advised about this only in January 1959 i.e., 18 months after the con- 
clusion of the a p e m e n t ) .  

The Defence Secretary urged thut in tht! case of purchase of such 
proprietary items, the Ministry had no option even if the m n u f c t u -  
rers churged ten times the price. Upto a certain extent, the Ministry 
were at their mercy, He, however, added thut all the firms were not 
unteaonable. But i f  a firm took a firm line, the Ministry had either 
to rcrap the aircraft or improvise some alternatives which were ex- 
tremely difficult to effect, because the safety of the aircraft was also 
involved. 

The Committee do not consider this a happy state of afairs undw 
which the Defence Ministry have no alternative but to  accept rhe 
terms laid down by the firms, however unreasonable these might 
nmLctimes be. The Committee desire that the Ministry sbuld  take 
a serious note of this aspect and take necessary measures to remedy 
such a sittiation. They feel that in the matter oj procurement of De- 
fence Stores the Mimistry should not be a t  the mercy of the manufac- 
turers. 

( i i )  The Contrnittee find it diflicult to appreciate the vacillating 
attitude adopted by the Air Headquarters in regard tq Mark IV flame 
tubes in first refusing to accept these tubes, then deciding to accept 
875 numbers and to retunz the balance 558 numbers and eventually 
accepting the entire lot of 1433 which was despatched by the firm 
without prior concurrence. 

(i i i)  The Committee find that one of the considerations which 
weighed with the Ministry fm the purchQse of Mk. IV flame tubes 
(costing Rs. 1734 each) in lieu of Mk. I11 flame tubes (costing Rs. 1,118 
each) was the claim of the firm about the technical superiority of 
Mk.  IV tubes. The average life of Mk.  IV tube (i.e. sum total of first 
and second lives) was claimed to be 50y6 more than the average life 
of flame tube Mk.  III. The first life of Mk. IV tube has proved to be 
35% higher. Its second life has nbt yet been tested. The Committee 
desire that the Ministry should watch the second life of the tube in 
order to verify whether the claim of the firm about 50% higher ave- 
rage life of Mk. IV tube over Mk. III tube is substantiated in actual 
use. The Committee would like to be infonned about the outcome of 
these tests. 

IS. No. 37 of Appendix XX to 33rd Report (3rd Lok Sabha)]. 



The recommendation of the Public Accounts Committee at (i)  
is being examined by the Government in consultation with the Pro- 
curement Agencies and the Committee will be apprised nf the out- 
come in due course. 

2. As regards the recan~mendation at (ii) above, the reasons for 
refusing, in the first instance. to accept MK. IV Flame Tubes SUP 
plied by the manufacturers are given below:- 

There was a vast difference between the cost of MK. 111 and 
MK. IV Flame Tubes. In the interest of the State, It was 
necessary to examine the full implications of the supply 
of MK. IV Flame Tubes by the mrmufacturers. viz. 

(a) whether the Government was committed to accept MK. 
IV Flame Tubes in accordance with the terms of the 
contract, and 

(b) the higher cost for MK. IV was fully justified. 

It was on the above account that the MK. IV Flame Tubes supplied 
by the manufacturers werc, in the first instance, refused to be accept- 
ed though urgent requirements for the Flame Tubes cxisted. But 
during the period of these investigations T.A.F. assets of MK. 111 
Flame Tubes werc fully exhausted. The following two alternatives 
were, therefore, open: 

(a) Not to accept the Flame Tubes and insist on the supply 
of MK. 111 Flame Tubes which had already gone out of 
production with no prospects of their supply and wentu- 
allv ground the whole fleet of Toofani aircraEt on the pur- 
chase of which the Government had spent several cmrea 
of rupees; 

(b) To accept a limited number (875) of MK. IV Flame Tubes 
required to keep the Toofani fleet in Service and analyse 
the full implications of the supply of MK. IV Tubes made 
by the manufacturers. 

The decision to accept the remaining 558 Flame Tubes, making a 
total of 1433, was taken after making a technical appreciation with 
regard to the superiority of MK. IV Flame Tubes in comparison with 
its higher cost. Before accepting this Qty., the requirements were 
re-worked and it was found that I.A.F's. actual requirements were 
1586. The Government, therefore, had shown caution at this stage 
in making sure that the acceptance of 1433 tubes did not amount to 



wer-provisioning and this Qty. was, in fact, less than what was 
actually required. 

3. With regard to the rezommendation at (iii) above, it is stated 
that the Arst life of MK. IV Tubes has already been proved to be 35 
per cent higher than that of MK. 111 Tubes as compared to Increase 
of roughly 23 per cent forecast by the manufacturers. There is a 
furthm inherent saving by the use of MK. IV Flame Tubes in place 
of MK. 111 Tubes as the number of  MK IV Tubes that is required 
to be changed during a specified number of flying horn is l a  than 
that of MK. 111 Flame Tubes due to the longer life of the former. 

4. Necessary instructions have already been issued by Air H.Q. 
to the units operating Toofani aircraft as well as to the Repair 
Agency to maintain complete statistics by recording the requisite 
information on the Engine Log Cards in order to assess the second 
life of  Flame Tubes MK.  IV as well as MK. 111. As soon as the re- 
quisite data is built up, the Committee will be apprised of  the same. 

5. Ministry of  Finance (Defence) and Director of Audit Defence 
Services have seen. 

[U.O. No. F.4(18)/65;D(Air.l) dated 8th July, 1965.1 

The Committee regret to observe that this case is indicative of lack 
of proper planning and coordinat:on. Before ordering the equipment 
fa7 electrical training, the desirability of lntroduction of electrical 
training facilities in this college should have been fully considered, 
and the facilities alreadlt/ available in the other training establishment 
should have been kept in view. The Committee regret that this was 
not done and it resulted in avoidable duplication. It is also regrettable 
that after the completion of the first training course, the Naval Head- 
quarters took two years in deciding about the location of the electrical 
traitring facilities. The Committee are also not happy about the long 
time taken to start the connected civil works for the remaining 
equipment costing Rs. 0.30 Zakhs received during 1957--59. The Con+ 
mittee hope that such delays would be amoided in future. 

[S. No. 41 of  Appendix XX to 33rd Report (Third Loii Sabha)l 

Noted. 
2. In order to avoid recurrence of such cases in future, instruc- 

t i w  have already been issued in this Ministry's U.O. No, 23(26)/ 



44;SO3/D(O-I). dated the 26th October. 1984 (copy enclased). and 
a Navy Order 494 of 1964 has also bcrn issued (copy enclosed). 

3. The DADS has seen. 

w.0. No. F.S(7)/65!D(N-I), dated the 24th June. 1965.1 

-P . be ~ ~ ~ p ~ ~ : : ~ v ~ : a l l t ' ' .  c ~ f  the r of  Deferwr cttfinttled during 
c~z'dc'n~e that cor~sirlerzn!~ :hc m p o ~ f n n c . ~  of fhc training scheme, it 
zrns a mistake to postpone the con~tmct ion  of the connected building 
Crc)in Phase 111 :I, Pictrsc. IV of c.or:::tr~rcturr~ progrcz7n~ne at the station. 
Tht.  equipment was ~c.cc*it:cd zn 1956-60, the sunction fnr the cons- 
truction of bi~'1dtng w a s  accorded in Jzrno,  1961, and the tenders were 
cnllcd in  June. 1962 'f he Corr~mzt i c * ~  view 114th concern these delays 
at diflwent s t a y s .  Tltc Comrntltt-c also ohspnv  that there t o a s  
avoidable delajg In a c c ~ r d i n ~  sancttor~ for the const~uction o f  the  
building and rilso 171 culling for the tmders  for the same. The  Com- 
mittee note thut  lw1ructions hart, been tssuad in Febrz~arp, 1964, 
that connected r119l I O W ~ S  iv teqwct of important and valuahle 
equipment orclered from abroad ~hou ld  be planned well in advance 
so that the buildings zotm alnioat ready by  the t ime the equipment 
u w s  e:cyected to arrive. They hope that there will be proper planning 
in future of civil u ~ k s  for installation o f  important and valuable 

-0quipment. 
[No. 42 of Appendix XX to 33rd Report (Third Lok Sabha)]. 

Noted. 

2. In order to avoid the recurrence of such cases in future instruc- 
%ions have been issued in this Ministry's U.O. No. 23(26)/64/S08/D 



(0-1 ), dated the 28th October, 1964, and a Navy Order 494 of 1964 
also been hued in addition k, the instructions of February, 1964- 
mentioned in the Report of the PAC, (Copie enclosed). 

3. The DADS has seen. 

LU.0. No. F.5(8)/63/D(N-I), dated the 26th July, 1965.J. 

Prompt InstaZ&tion and Utilisatwn of New Equipment 

Cases have occurred in the past when costly equipment ordered1 
reC#?ived was not i n s t a l l e d / u a l i  for a considerable period This 
defeats the object for which large sums (including foreign exchange) 
were expendzd. In most cases. thorough and timely planning taking 
into account all factors. could haw averted at least some of the 
delays that have occurred. 

2. In order :F eliminate such deiays, in future, administrative. 
authorities/Commanding Officers of establishments are to ensure that 
before a case for ordering new equipment is forwarded to Navd 
Headquarters all processes connected with its e x m t i o u s  installa- 
tion jutilisatio.~ are carefully evaluated. In other words, all facts 
connected with it, such as acquisition of land/plans for the building 
facilities required for installation/operation must be viewed as part 
of one programme. Annexure 1 to this Navy Order lists for guidance 
some of the important aspects, needing examination. 

3. Administrative authorities and Commanding Officers of Estab- 
lishments are also to make sure that the machinerylequipment 
ordered by them is complete in a11 respects and that no additional 
accessorieslfittings will be required at a later date to complete the 
equipment or to make use of it after insta1:ation. 

4. All ships and establishments are to carry out an annual review 
of the equipment orderedlreccived by them and to render to NHQ 
through the Administrative Authorities, a return, in the proforma 
given in Annexure I1 to this Navy Order. This return is to reach 
Naval Headquarters by the 31st December each year. Under the 
"Remarks" column any likely delays on the installation/utilisation 
of the 'equipment should be clearly indicated. Remedial action taken 
should also be shown. 



5. If the requirement for a particular item of equipment has  
aItered at the time of this annual review due to whatever circum- 
stances, this should be clearly indicated so that the proposal could 
be modffied or cancelled as necessary. 

6. The return is to be contined to equipment instatled during the 
year under review and all equipment awdtlng fnskrllrtfon/arrivd- 
No return b required in resprbct of stom/spans older under the. 
normal pro- procsdwra 



1. Details of equipment ~ncluding cost. 
2. Purpose for which required. 
3. Place where it is to be installed, 
4. Availability of land. If not avaflable whatis proposed. 
5. Availability r f budding to house the equipment. Indicate 

space and construction required. 
6. Facilities to store the equipment prior to installation. 
7. Installation specifications. drawings, foundation details. 
8. Number and category of personnel required for installation. 
9. Facilities such as crane, trolley required and their avallab!lity. 

10, Details of tests to be carried out on completion of the installa- 
tion. 

11. Recurring expenditure. 
12. Additional complaint required with full justification. 
13. Technical and ustxr pubkations, drawings, specifications etc. 

pertaining LO maintenance, operation etc. of the equipment on 
board. 

14. Details of on board Base and Depot spares. 

Scriol Tnd :nt D ~ t c  Dxails Date' Date 'Remarks 
No. of cquip- received Installed 

ment ----------- 7 - 
See notes I and 2 

below. 

*Note T .  R:.wo?s for any d:hy in installation should be shown. If due 
to no2 rcczipt of stores 1 miterisls rclzvant correspondence 
must be quoted. 

*Note 2. If the equipment is under installation, indicate probable 
date of completion. - ---- 



A case has appeared in the Audit Report, Defence Servlcee, lw, 
.rhne the delay m utilisation of am imported equipment, v k ,  Cnsh 
I3rrriers for the Air Force has been severely criticised. Oders for 
this equipment were placed in 1960 and the equipment wrw w i v e d  
in 1961 grid 1962. The installation of the equipment which was to 
be done at different airfields, has not been completed even now. The 
delay in instaHation of this equipment at various airfields was due 
to the non-fulfilment of the following requirements: - 

(a) extension of runway; 
(b) construction of over-ru~; 
(c) non-availability of land and acquisition of land 

requirements; 
Id) nature of terrain; and 
(e) unsuitability of soil due to heavy rain and rcsultunt 

twmng. 
2. It has been observed in the Audit Report that lack of fore- 

thought and proper planning are responsible for the delay in the 
utilisation of the Crash Barriers. Defence Secretary therefore desires 
that adequate care should be taken by all concerned to ensure that 
such lapses do not recur. While considering proposals for purchase 
of equipment it is essential for all concerned to make sure that the 
required facilities for installation, operation and maintenance of the 
equipment being procured have been or/are being provikd and will 
be completed by the time the equipment arrives. 

3. In future, before ordering any new equipment, all Services/ 
Branches should keep the above points in mind and invariably fur- 
nish a certificate to Government regarding the availability or pro- 
vision of necessary facili tles for thc installation, maintenance and 
operation of the equipment by the time the equipment is received. 
In cases where equipment have already been ordered for, Services/ 
Branches should check up if there is likely to be any undue delay 
in the provision of the installation/operation/maintenance facilities. 
In every case where such delay is expected Government shoukl be 
informed of the same and periodical reports furnished of the efforts 
made to overcome the delay and the results thereof. 

(Sd.) S. Krishnamoorthy, 
Under Secretary, 

WW* 
W: 32770, 

347 (Aii) -24. 



DGOF . 10 
MGO'S ~ r i l ~ ~ c k '  . z5 
QMG'SBrmnch . - 15 
E-in-C' Branch 35 
DOAFMS 20 

Air "% q. 37 
50 

Production & Inspection Orgn. Y 
Research & Dcvelopmcnt Orgn . 
DSP (N) 50 

I0 
D m  & P (Air) . . 10 

- -- --- - - - - 

M of Def. u. o. No. 23 (26) /64/So 3/D (01) datcd 26-1-1964. 

Copy to:- 

DS (A-11 r )  
D(Qs) ; D(Wnrks- I), D(Med) ; 
D(Prod) ; D(N- I )  ;' D(Air-I) ; 
D(Rudget) ; Dn(Contract); D(Proj); 
D(HAL); D(Prd I A h n )  ; D(Air-1V) 
D(Bel) ; D(GRW1hlD); 
hiinistry of Finance (Defp-2)-20 Ccpies. 

COPY 

Reply should be addressed to Naval Headquarters, 
the Chief of the Naval Staff. New Delhi. 
quoting No. WM/1001 12th February, 1964. 
The Flag Oficer Commanding, Inciian Fleet, 
Fleet Office, Naval Dockyard, Bombay. 
The Flag Officer, Bombay. 
The Commodo]~(?-in-Charge, Cochin. 
The Commodore East Coast, Vishakhapatnam. 
The Naval Ofilcer-incharge, Goa. 

NON-UTEISATION OF IMPORTED EQUIPMENT 
Cases have occurred in the past where costly equipment imported' 

from abroad was not installed for a considerable period. This has 
resulted in equipment not being put to use early thereby defeating 
the object for which such large sums in foreign exchange were 
expended. 



a A l t b o u g h i n a o m e o r # l r a ~ n ~ t o l t d e i a y  wwun8VokE. 
able due to circumstances bqcmd the control of the crrtabhhmmt 
concerned, it is felt that more thorough planning in advance, taking 
into acmnrnt the fonseeaMe factors could have averted the delays that 
occufied. 

3. In order to eliminate such delays in future Administrative 
Authorities are to ensure that prior to a case being forwarded to 
Naval Headquartem for ordering new equipment from abroad, all 
the aspects connected with its expeditious instal lation should be 
carefully considered. 

(Sd.) S. N. KOHLI, 
fa7 Vice Admiral. 

The Committee are not satisjkd with the delag that has occurred 
in this case in finalbing the temw with the private oil company and 
making recoveries from the firm according to the r d v e d  agreentent, 
Pending the final settlement, at least provisional payment according 
to  the revised rates could have heen obtained from the firm. The 
Committee hope that such inordinate delays would be avoided h 
future. 

[Serial No. 44 of Appendix X X  to 33rd Report 
(Third Lok Sabha)]. 

ACTION TAKEN 

Noted. 
2. The D.A.D.S. has seen. -- 

[U.O. No. F.5(13)/63/D(N-I), dated the 17th ~un;, 1065.) 

(i) The Committee are ~rnhclqy over the inordinate delay of over 
5 years in the utilisation of the hospital building which was completed 
in May 1958. It is surprising that at the time of approval of the 
construction of the building, the question of  entitlement of the 
industrial sta8 to the medical facilities, for whom the hospital had 
been plumed. u:as not properly mamined. The Committee suggest 
that the circumstances in which this important lapse took place in 
the initial stage might be investigated and suitable adion taken 
against person found retrponsitle. 

The &mmittee are also not satisfied me7 a pe* of three gear8 
being taken in deciding the question of entitlement of industdart 



(it) 2% Comntittee rccggedt that the hospital facilities should bc 
extended to tke m-industrid workerr also (including their fbmilier) 
who howe been dtorted 43 per mt. of the quarters in t)re P a d  
colony. If ntcumty, a suitabk contribution, or in the me of the 
Centd Government H a t t h  S c h m  mcyl bs d i s e d  from Ms m r ~  
i'ndtldtriul wotke+t, for artending thc ?wpatal facilities to them, 

[Serial No. 45, of Appendix XX to 33rd Report 1964-65.) 

The Committee's recommend~tion at ( i )  is noted. It may. be 
stated that in view of the medical facilities given on the Army side 
to the Ordnance Civilian Labour md no medical facilities k n g  
available at Pawai, an M.I. Room, and not a hospital, as proposed 
by Naval Headquarters was agreed to in 1949. In the circumstances, 
the provision of XI. Room and Sick Bay was only in the nature of 
a medical cover and the question of entitlement did not arise at that 
stage. 

2. Subsequently in 1957, when a proposal for setting up a 20 bedded 
hospital in lieu of M.I. Room came uu, the question of medical entitle- 
ment of the workers was raised, but the construction of the hospital 
building was completed even before a final decision was reached on 
this question. The delay in finalising the question of entitlement 
was due to the general question d medical entitlement of industrial 
personnel of the three services which was then already under exami- 
nation of the Government. The question of entitlement had to be 
examined not only on inter-service basis for the three Defence Ser- 
vices, but also taking into account the position of workers on the 
civil side and Railways. Since a large number of workers are 
employed on those sides, the question could not be decided in isola- 
tion for the workers of Pawai Colony alone, whose medical needs 
were being met by the XI. Room functioning there. Pending finali- 
sation of the same, the hospital building could only be progressively 
utilised. However, the WI. Room and Sick Bay sanctioned earlier 
and which was already functioning in the Pawai Colony was housed 
in the building from the date of its completion in 1958 and the vacant 
portion was allotted to Garrison Engineer's organisation which had 
no proper accommodation in the Colony. Thus, though fulliledged 
hospital started functioning only 5 years after completion of the build- 
In& the Building was, however, partially utilised for housing the 
M.I. Room and partfallg for GarrisM Erkgineer's osce th.n>ulghWt. 



3. RegPrdinsf the delay in the recruftment of the medical M, 
the MMical 0fi;lcer for the haspital was to be recruited through the 
Union Public Service CornmissJon and benee the delay. The recruit- 
ment of the nomgazetted staff muld only be made after tbe poert of 
Medical Officer was filled. Indoor treatment in the bospital started 
from October 1964 and full indoor treatment including h u e  of diet 
started from December 1964. 

4. With reg- to the recornmendotiom ma& a t  (ii) orders making 
the non-industrial staff eligible for bospital treatment at Pawai ,have 
since been issued wide Government of India, Ministry of Defence 
letter No. CP(A)/5903/NHQ/5237/D(N=II), dated the 5th Junt 1965 
(copy enclosed). 

The Director of Audit, Defence Services has seen. 
w.0. No. F.14 (5) 165/D (N-11) , dated the 16th November 1983.1 

No. CP (A) /5903/NHQ/5237/D (N .XI) 
GOV~WMENT OF INDIA 

MINISTRY OF DEFENCE 
New Delhi, the 5th June, 19651JYAISTHA 15, 1887-$aka. 

The Chief of the Naval StafY, (with 20 spare copies). 
S ~ B J ~ ~ T :  -Extension of Medical facilities to non-Industrial Em- 

ployees and their families at Pawai Hospital, Bombay. 

Sir, 
I am directed to refer to paragraph 1 of Ministry of Defence 

letter No. CS/lllG/NHQ/5316/D(Med), dated 30th September, 1961 
and to convey the sanction of the President to the extension of 
medical facilities at  M. I. Room and Hospital at  Pawai to non- 
Industrial employees and their families residing in the Pawai 
Colony Bombay. 

2. The Medical Officer-in-Charge of the Hospital will be deemed 
to be the Authorised Medical Attendant for all purposes and will 
certify admission of these personnel in civil hospitals in rare cases 
whenever reimbursement of expenses incurred in these hospitals is 
claimed by the Non-Industrial personnel. 



3. This letter imut?s d t h  tbc cxnrufiencs od the ambtq Of 
Fkrancc (Defence) vide their un. No. WSNA, dated 5th June, 
lm. 

(Sd.) AJIT SINGH, 

Cupy of the above forwarded to:- 
The Deputy Financial Adviser (N) 2 copier. 
The Deputy Financial Adviser (AG). 2 copies. (with reference to 

their uo. No. 1850-PD, dated 24-85). 
The Controller General of Defence Accounts, New Delhi 2 copier. 
The Director of Audit, Defence Services, New Delhi. 
The Deputy Director of Audit, Defence Services, Bombay. 
The Controller of Defence Accounts (N), Bombay. 2 copies (onr 

capy signed in ink). 

The Committee suggest that fot pmpm and eflective functioning 
of the Hospital an amhuZcrnce car may be made available to the 
Pawai hospital which is situated far away from Bombay city. 

[S. No. 48 of Appendix XX to 33rd Report, (Third Lok Sabha)]. 
A c n o ~  TAKEN 

An ambulance was supplied to Pawai Hospital on 14th September 
1965. 

2. The D.A.D.S. has seen. 
Recommendaxtion 

The Committee suggest that the feasibility of prov;iding a suitable 
train stoppage near the colony may be examined in consultation 
with the Ministr~ of Railways. 

[S. No. 47 of Appendix XX to 33rd Report (Third Lok Sabha)]. 

The matter has been examined in consultation with the Ministry 
of Railways (Railway Board) on a number of occasions both at the 
secretariat and the ministerial level. As late as 2nd September 
1964, the Chairman, Railway Board regretted his inability to agree 
to  the proposal to open a new suburban Railway Station at Pawai on 
financial considerations. In view of this it is proposed to drop the 
matter. I 

I 
2. DADS has seen. 1 
[U.O. No. F.5(10) /65/D(N-I), dated the 10th August, 1965.1 



[S. No. 48 of Appendix XX to Srd Report (3rd Lok S.bW.1 

In August 1H9, Government had spnctioned the construction of 
an Operation Theatre, X-Ray Block and Pathological Laboratory 
for the Naval Hospital (INHS ASVINI) at Bombay at an eathated 
coat of Rs. 6.24 lakhs. In the meantime, however, due tn engineering 
reasons, the cost of the works went up and fresh Government 
approval had to be obtained based on the tendered cost of the works. 
Government approval was conveyed in February, 1961 and the 
tender was accepted in February, 1961. Formal revised Government 
sanction for the works at an estimated cost of Rs. 8-71 lakhs was 
issued in April, 1962. The hospital building was completed in Janu- 
ary, 1963 in so far as the building works were concerned. 

2. The provision for airconditioning which could be undertaken 
only when the main building had been completed or was nearing 
completion, was inter-alia included in the original proposal. The 
scales then applicable, however, did not authorise the proviaion of 
new air-conditioners in hospital buildings and the question of 
revision of these scales had been under examination rrs a matter of 
policy for military hospitals on the basis of il renort submitted in 
May, 1957 by a Committee (known as the Gupta Committee). With 
a view to avoid excess provision and consequential infructuous ex- 
penditure at a later date, it was, therefore, decided to delete the 
provision of airconditioning from the original scope of the works 
retaining only the provisioii of ducting. 

The revised scales of accommodation for military hospital based 
on the Gupta Committee's recommendations were published in 
January, 1961 but even these scales did not authorise provision of 
airconditioning in INHS ASVINI. The matter had, therefore, to be 
examined in great detail on its own merit keeping in view the bed 
strength and the use of other economical means. The works on the 
airconditioning were ultimately sanctioned by Government at an 



Thua it wadd be men that even -though there was sarhe &lay in 
airconditioning the hospital building mainly due to the time takm 
by Government in finalizing the scales for airconditioning IN5 
ASVINI, there was no delay in commissioning the hospital once the 
building was complete in dl mqmcta 

5. The recommendation made in the concluchg sentence is 
noted. 

4. The Director of Audit, Defence Services has seen. 
p.0. No. F.l4(8) /65/D(NIII) dated the 16th Oct., 196S). 

(Department of befence Producthn) 

It ir not clear why no action was taken by the Ditoctor Gcn+raf, 
Ordnance Factotries to ca9rc4Z the order for the manufcrcture of turo 
news gas generators required by the Rifle Factory, Ishapwe, afta 
two gtw generators &came wrplw in another factory in Augwt, 
1958 (The nuar~ufczctu~e of thelre two new gas generators started anly 
in Map, 1980). Such a course would have saved expediture on the 
mnufacture of two new generatws. The Committee regret to 
observe that &ck of proper csarMndtion between Director GeneraZ, 
Ordnance Factories and the two factories resulted in this avoidabb 
expenditure of Rs. 50,000. The Committee also asked the reasons for 
delay of three years in taking up manufactwe of the two new gru 
generators. The Directm Gonerd, Ordnance Factories stated thut 
these generutors tome required for replacement of the exfsting 
ones in the factory in accordance with the normal prescribed pwce- 
dure. But during the period 1956-60 there wus h a d y  any work in 
the factory. Even assuming that the Rifle Factory, Ishapore, had no 
knowledge about the two surplus gas generators available from the 
second factory in August, 1958, the Committee are perturbed to note 
that there was inordinate delay in taking up the manufacture of new 
gas generators. The two generators were taken up for manufacture 
in May, 1960 and November 1962, and were completed in September, 
1960 and March, 1963, respectively. 

fS1. 52 of Appendix XX to 33rd Report (Third Lok Sabha).] 



?%e gr;r gehbtm kt Wfe lrplcrapjr, fahvpare whkh WoHMd fri r( 
httdllp"wwedfg4HMcub.it. QIpafiltyed~. T t f f O b f % ~ ~ t o m  
required replacement in 5546. The gas generators declared surplus 
in 1958 at Small Arms Factory, Kanpur, were of 4,000 cub. ft. cap-  
sty each. Fitting thtoe two g a n m  &to the batbsrg at thwW8. 
Factory, Ishapore, would have involved8ulcbaagtoa xmMb51on~ t0 
the pipe and flue arrangements of the battery. This would have 
interfered with the production at Rifle Factory, Ishapore, besides, 
entailing a significant expenditure. It was, therefore, decided to go 
ahead with manufacture of the two generators at Rifle Factory, 
Ishapore of the same capacity as the others in the battery. 

As regards delay in DnderWdng mnnufaotule of these genera- 
tors at Rifle Factory, Ishapore, the Factory was carrying on, tor the 
time being, with its production programme without these two gene- 
rators; and no immediate or serious difficulty was being experienced. 
During the period 1958-60, the lead on the factory was very little 
and the manufacture of the two gas generators was not undertaken 
ee an urgent project. During this period, therefore, the production 
effort did not s a e r  because of the non-replacement of the two gene!- 
rators. From 1861 onwards, the work load on the factory progrem 
aively went up so that not only were the two gas generators manu- 
factured at RiAe Factory, Ishapore fully utilized but the need wre 
felt for the two surplus generators from Small Arms Factory a h .  
Both the gas generators from Small Anns Factory, Kanpur have 
since been installed at Rifle Factory, Ishapore, one in 6/65 and the 
other in 7 1 6 .  In view of these circumstances, the expenditure h- 
curred in the manufacture of the new generators may not be viewed 
as avoidable. Also no loss has been caused to Government. 

DADS has seen. 
[U.O. No. 4/5/65/D(Prod), dated 17-3-1966]. 

The Committee are not convinced of the logic that packing and 
forwarding charges of imported components which have substan- 
tially reduced in quuntity and bulk shouZd be the same as for the 
m p k t e  unit. They feel that the agreement was defective on this 
poiint and gave an unintended benefit to the firm. According to audit, 
the unintended benejit accruing t o  the fi7m in respect of 5,W twh 
upto October, 1963 would work out to Rs. 15 lakhs. The Committee 
me not s a w  ower the murginul reduction in the pucking charges 
(i-e. the charges would be 10 per cent of the cost of componentt~ 



(Deprrtmant of Dsdellas Roductioa) 
D (Prod-Admin) 

~ U B J E C T : - P U ~ ~ ~  Accounk Committee (33rd Report, Third Lok 
Subha) -unintended benflt to a foreign firm. 

An agreement was concluded by the Ministry of Defence with a 
West German firm in September 1958 for progressive indigenous 
manufacture of trucks in Ordnance Factories. According to the 
terms of the agreement, the total price of each complete unit FOB 
German port, included a certain element on account of packing and 
'forwarding charges with an imported element of 72-7 per cent per 
unit. The audit authorities objected that with the progressive de- 
crease in the number. bulk and weight of imported components per 
unit ordered on the firm, the contracted amount on account of pack- 
ing and forwarding charges should also have been correspondingly 
.scaled down, whereas the amount originally agreed upon per unit 
was still being paid to the firm. According to Audit, this resulted 
in an unintended benefit to the firm. 

2. The above objection figured as an Audit Para in the Audit 
.&port, Defence Services, 1964 and was discussed by the Public 
Accounts Committee in its meeting held in October 1964. The com- 
mittee felt that the agreement was defective and gave an unintended 
'benefit to the firm. They have recommended that the Ministry 
,.~hould be more careful while entering into future agreements. 



3. Tbe above observationg of the Public Accounts ChmmiUae 
b m w t  to the notice of all Sections of the Department of Defence 
Production and they are directed to be more careful while enbering 
into future agreements so that similar defects in the agreennenta do 
not occut. 

All Seetiom of tbe Deportment ot Defence ]?reduction. 
M. of D. U.O. No. 823/Sa/D(PFod-Admin), dated 1M-63. 
Ministry of Defence (D/FA&P). 
copy also t0:- 

S. A *Papers on Ale No. 2/14/65/D (Projects). 
D.G.O.F. 
D.C.I. 
C.C.R.&D. 
D.T.D.&P. (Air) 
Director (P.&C.) 

Recommendation 
The Committee had in their Seventeenth Report (Third Lok 

Sabha) expressed their concern over the production of trucks lagg- 
ing behind the planned targets and had expressed the desire that 
every efort should be made to adhere to the revised programme of  
production. The Committee regret to  note the shortfall in pro- 
duction even according to the latest revised programme. They hope 
that vigorous steps will be taken to adhere to the revised pr* 
gramme. The Committee would like to watch the progress in this 
behalf throug future Audit Reports. . . . . 

[S. NO. 58 of Appendix XX to 33rd Report (Third Lok Sabba)]. 
A c n o ~  TAKFUU 

Noted. Every effort is being made to increase the production of 
;rucks in Ordnance Factories. 

2. D.A.D.S. has seen. 
Recommendation 

The Committee are distressed at the halting m n n e r  in which 
the question of revision of the rent for the qwrrters had been dealt 
with by the Ministry after the need for revision was pointed out 
.% Audit in August 1949. The assessment of rent was agreed to 



IS. No. 60 of Appendix XX to 33rd Report (3rd Lok -ha)]. 

After careful consideration, Government have decided not to 
revise the rent of the quarters, which carry concessional rent un- 
less these quarters are renovated to conform to the standards of 
other houses pcrovided by Government. 

D.A.D.S. has seen. 

The Committee regret to point out thut there was inordinate 
delrry in training the &p. The dogs purchased in March, 1959 
were pZaced on duty in September, 1961. (The second team of dogs 
rtrrrted functioning ftYmc August, 1962. The Committee are also 
~cylpointed to note tkat the original expectation that each trained 
dog could replace about 12 men does not appear to have been ful- 
filled. In case of one of the two factories from which statistics huve 
baen collected, the reduction in strength has been stated at 11 posts 
(4 posts were actually suwendered in  October, 1959 long before 
deployment of the dogs). The Committee suggest that the econo- 
mies eflected as a result of deployment of the security dogs, as 
a h  the impmvenaent effected, if cmy, in secuTitg arsanpnentsi 
should be properlg assessed with a view to examining the desira- 
bility of introdwing the system in  0th- fucto~+es. 

[S. No. 61 of Appendix XX to 33rd Report (Third Lok Sabha)]. 

The economies effected as a result of the employment of secu- 
rity dogs as also the improvement effected, if any, in security 
arrangements have been wmked out in terms of savings in security 
men replaced by the Dogs Scheme. The following particdm wiU 



Rijte Factory, IshctpoFc: 

In Rifle Factory, Ishapore 4 posts of site wardens had fallen 
vacant in; October, 1959 and one post of durwan in May, 1961. 
'I'hese posts were not Alled in view impending engasement of the 
team of dogs on security duty. The dog handlers were shown 
against the 4 posts of site wardens ( t b i r  scale of pay being the 
same). Subsequently, two more posts of durwans fell vacant in 
1962 and these were also not filM up FIurther from September, 
1961 one NCO and 3 ORS were releaaed hmn their msponsibilities 
at the Stockyard. They were, however, placed on dutv in other 
areas of the factory, the work relating to security of the factory 
having increased. The accruing savings as a result of the imple- 
mentation of the Dog Scheme have been shown in the enclosed 
statement It will be seen that the recurring expenditure for the 
teal 11 posts mentioned above 1s of the order of: 

Rs 
4 Site U'urJcns rooo p.m. 
3 Durwans 340 39 
4 DSC p:rsonnrl 79 

I'ir dog per mcxth irlcluding hand1c.r 

Rs. 
Feeding Chalges . . . . . . c)o.oo 

Veterinary <:barges . . 12.50  

Pay & allowances for handler . . 225.00 

For 2 dogs per month Rs. 327.50 X 2-Rs. 655.00. 

Gun Carriage Factory, Jabalpur : 
No specific surrender of posts of security personnel against the 

Dog Scheme was made in this factory. However, after the scheme 
was implemented in September, 1961, the augmentation in. security 
ar'rangements due to increased activities in the factory and in the 



w I ) E C ) o ! t b e d e c & m t m d t h L ~ ~ ~ ~ ~ ~ f o f b J t O l a  
d0glrrOnraaai;fpcluty. ABalch,inf24bw&tben!wrrrrrfnMt* 
i n g i n ( P Y I P P ' t y ~ 1 , ~ a o ~ ~ l R l l P Z Q L d e r  of fh+ 
edrtSng post8 was ma& in the factory. 

3. These dolp are put on duty in night time as a matter of ad- 
m t r a t i v e  colsvenience. A pair of trained dogs is capable of 
performing by their strong sense of smell n security function which, 
normally, a human being cannot perform with equal speed or cer- 
tainty. However, their very presence affords a dependable deter- 
rent against pcdble theft ar pilferage. 

4 The experience gained in the working of the Dogs Scheme in 
the two factories and economies effected will be kept in view as and 
when extension of the Scheme to other factories is contemplated. 

5. At pages 87 and 207 of the PAC (1964-65) Thirty Third report, 
the following sentences appear:- 

(i)  The Ministry have not been able to collect similar statis- 
tics from the other factory where from August 1982 a 
team of 2 security dogs has been functioning. 

(ii) The ~econd team of dogs started functioning from August, 
1962. 

It has since been ascertained that the team of 2 dogs were put on 
duty in Gua Carriage Factory, Jabalpur on 11th September, 1961 
and not in August 1962, as intimated to the PAC earlier. 

6. Ministry of Finance (Def/Fys) have seen. 
7. D.A.D.S. has seen. 



to date from Oct.'jg 
Rs. NP Rs. NP Rq. NP Rs. NP RE. NP Rs, NY 

. - - - - -. - - .- -. . - - -- .- - 
1959-60 . 3235.94 415.15 61 .62  2151.00 ~ a f - & = G ~ n c t r  PIy-& dlowaaar 

of Site wardens of 3 D u r n @  1960-61 . 3418.88 176.65 61.83 for 4 yea&@ Rs. Rs. SO ptr 
7953'm rwi-permanth mml-L .  r 6 , ~ 2 / -  

1961-62 . 2247'30 ?75'29 . . 6597'- -R9. 4U1336/- 

From tbe ahme it witl be seen that the total expenditure 
incurred in Rifie Factory or! account ot rnaictenancc oi :-- 

(4 dogs frgn Mamh '59 to 29-8-61) 
(2 dog, from 30-8-61 to 3 1-3-64) 

and expenditure on account of Dog Handlers :- 

Total ravings eiFccted on accoum c# 
surrendering posts d 4 Site W a e  
and 3 Security D ~ r w a r  :- 

(2 Dogs Handlers from 18-12-59 to 31-3-64: 
(I Dog Handler from 24-12-59 to 12-9-60) 
( I  Dog Handler from 22-2-60 10 29-8-61,) 
(r Dog Handler from 15-2-61 to 29-8-61: 

TOTAL . . Rs. d c . ? ~  - Appm. -- TOTAL Rr. 64,7281- A m  ,-- ---. 
Savings on account of withdrawal of M D S ~  Post Per aplta rrpd pn 

Pay and allowance . . Rs. roo p;,m. 
Rations . . Rs. 46 
Ordnance equikcnts ' . Rs. rq " 
Conservancy & Hot weathe; E&. : . Rs. 2 " 

Clothing . Rs. 15 " 
~ c c o m m ~ d o t i o n  (her&) .' . RS. 30 " 
Hospital Chages . . Rs- 40 " TmI &. y 7  or my 



The Committee tam pertarbeti to note fronr the f w d & -  
q t d  by the Minlr t ry  (Appendax XV) tW 20 omcchen out of thu8 = 
had been outstanding since 1956159. T h q  would like to bmo the 
outcome of the coutt proceedings. 
The Committee &to find from the stutenent thut 4 vouchers of 

the value of Rs. 69,034 relating to awther private jiwn have been 
outstanding since 195243. They would like to know ths rsasonr fot 
ts01~:karance of t h e e  vouchers for such a long time. 

[S. No. 64 of Appedix XX to 33rd Report (1964-65).] 

The 20 vouchem relating to Messrs. Frontier Woollen Mills, New 
Delhi, pertain to the period 195839. Of these, only 3 vouchers per- 
tained to the year 195657, to the year 1!)57-58, and 16 to the year 
1958-59. In December 1958, while verifying credit of the receipts, it 
was revealed in internal audit that the firm had committed fraud 
upon the Government, in that against 21 vouchers/Inspection Notes, 
they had obtained 90 per cent advance payment by furnishing false 
proof of despatch to the Pay and Accounts Officer. whereas consignee 
depot had neither received the stores nor copies of the vouchers. 
The case was handed over to the SPE, who after necessary hvestiga- 
tion, took all these papers/documents in their possession on 23 June 
1960 to launch criminal proceedings against the firm. The case is 
still being pursued in the Court 

2. The 4 vouchers relating to Messrs. Himat Singh Timber Ltd. 
pertain to the period 1952-53. The stores against these inspection 
Notes have been taken on charge and the relevant CRV Nos. and 
dates have been intimated to the internal audit authorities. The 
items are outstanding only due to non-availability of the Account 
Cards which are with the Court in connection with the case relat- 
ing to irregularities in local purchase of timber at present under 
trial. Records of the depot concerned pertaining to the stores sup- 
plied by this firm were taken possession of by the SPE on 21st Sep- 
.tember, 1962 The case is still pending in the court. Efforts will be 
made to obtain the Account Cards to cany out the necessary verifi- 
scation by the internal audit. 

.3. DADS has seen. 
IU.0. No. 2 (4)/'65/llWD (611) , dated 16th February 1966.1 

The Committee are not happp over the delay of one yea? in tak- 
ing actiop by the Ministry of Defence to apply to the ciuitiun olBcers 
an the Defence side, the revised scales of ~ccon~modation prescribed 



by the M i n u t q  of Wmkr, Housing and Supply in July, 1962. It is 
tug*encrbh that no action w taken in the pesent case cn the sup 
Wtion made by Audit in October, 1BQ to review the nrquitements 
of each c h  of quarttts in the light of the reuised scales prescribed 
by the Ministq of Works. H&ng and Supply in July 1962. Since 
the tenders for the pmject wcm issued nine month h t t t  in July, 
1963, the Ministry should have W e d  the requirtnrcnb. This 
failurn resulted in the tstm expenditure of R3. 5 klkhs on the pro- 
ject. The Committee suggest that failure to bring to the notice of 
higher authorities the r d e d  scales of accommodatio*z in October, 
1962, on being pointed out by Audit, may be investigated and respon- 
sibility ftred. 

The redeeming feature of the case is that the quarters have ac- 
tually been allotted to the ofwers who were entitled to them under 
the revised scales except in the case of one quarter of C-1 type. But, 
the Committee regret to note that as a resztlt of this. the ZOWW staff 
for whom the quatteTs had been built wortld remain without aCcom- 
modation. The Special Sec~etaty had assured the Committee that 
any shortage of accommodation as a result of this was being made 
up. The Committee would like to be informed of the ac- tcrkttn in 
this regard. 

[S. No. 66 of Appendix XX to 33rd Report (Third Lok Sabha).] 

The Committee had observed that no action was taken in the pre- 
sent case on the suggestion made by Audit in October, 1962 to review 
the requirements of each class of quarters in the light of the revised 
scales prescribed by the Ministry of Works, Housing and Supply in 
July 1962. Since the tenders for the project were issued nine 
months later in July, 1883, the Ministry should have revised the 
requirements. This failure resulted in the extra expenditure of 
Rs. 5 lakhs on the project. The Committee, therefore, suggested 
that failure to bring to the notice of higher authorities the revised 
scale of accommodation in October, 1962, on being pointed out by 
Audit, may be investigated and responsibility fixed. 

Explanatione were called for on 7th December, 1964, from two 
ex-officer-these ofRcers have since retired w.e.f. 29th April, 1964 
and 2nd November, 1964--who were responsible for not bringing the 
audit observations to the notice of higher authorities. Reply from 
one officer was received on 18th December, 1964 and reply from the 
other, who, after retirement, proceeded to Germany, is still await- 
ed. The replies will be considered and PAC will be informed of the 
action taken against them. In order to avoid similar lapees in 
future, standing orders have been issued vide Ministry of &fence 

347 (aii) LS-25. . . 



LO. No. #W8/RD40, dated 18fb N o w ,  1964 (cam eadoadd) 
that all refermas horn DADS should be invariably brought fo the 
notfce of higher aut&rritfes and further action taken on tbdr odeas 

2. As regards Special Secretary's saruranae 'that zmy laortrge of 
accommadatiorr as r result of this was bebg lnrdP up, it is rt.6ed 
that quartem for non-gazetted staff authorEsed by the Government 
in the Pashan Project are being built on the site of FWbm CPmp at 
AWE, OanerhJohind, Poana, where some residentid quarters con- 
verted from the old war time barracks already exist The zaaing 
of new quarters have been planned in a manner so as to ensure the 
maximum utllisation of the existing temporary quartem The detl- 
ciencie~ in the quarters of Types I1 and I11 are 50 and 4 respectively. 
These deficiencies are fully covered by the temporary quarters 
converted from war time barracks. In view of this, the proposal to 
build new quarters to make up the deficiency in lower category, is 
not at present being considered. The condition of old quarters will 
be rwiewed periodically and fresh constructions corresponding to 
the number of quarters declared dangerous from time to time will 
be taken up as and when necessary. 

3. DADS has men. 
p.0. No. 4/ 1 /84/D (R&D) , dated 17-9-1965.] 

MINISTRY OF DEFENCE 

(Defence Rawarch and Development Organisation) 
STANDING INSTRUCTION NO. 2/64 

SUBJECT: -Audit References 
All audit references received from the Director of Audit Defence 

Services, will be first put up to Director of Administration/CCR/& 
D/Chief Scientist for orders before any action is to be talcen on the 
relevant file. No "rejection action" should be taken except at the 
level of CCR&D/Chief Scientist/Director of Administration. 

for Director General Research & Development. 

All Dtes/Sections of R&D Ham 

Min. of Def. U.O. Na. 96098/RD-30, dated 13 &v, 'a, 
Copy to:- 
X)] SA, PA~CCR&D, PAIDCS, PA IDS (R&D) and US (W) . 



-at& 
The Committee ate unha~py at the loss of cash in the Clcmtm 

ment Board Dehu amounting to Rs. 223,726. They desire that neces- 
8ary remedial measures including the tiqbming up 'pupenviston 
shmM be taken to avoid rrecuwmm o f  auch citsecr. The CommrSflee 
would like to know in duc c o m e  abmrt the outcome of the erirni~111 
proceedings against the a m ~ m l  officers and the departmental actlon 
taken in this case. The Committee ?mt~ld  also like the Mfn i s tq  to 
mamine ccnefuill) how the misappropria.tion of such a lmge Um0tlnt 
mcurred without prompt detection and whether there is any lacuna 
in the existing procedure fw .supemision and in-1 check which 
requires to be Flied up. 

The mimpprop7iation tn ths case came to light in August, 1962 
but the Head Clerk t tus arrested and sr~spe~dcd from duhJ in June. 
1964. I t  is not cleat to the Committee why it took nearly two years 
to establish a suspicion o f  complicit!/ against the Head Clak .  The 
Committee desire that t h ~  ciroiinst(tn~es leading to the delajl ahodd 
be ernmined with a view to ensriring that that th* completion of 
investzgatioti tn future cases of this nature does not take an unduly 
long time. 

[S. No 71 of Appendix XX to 33rd Rcport Third Lok Sabha.1 
ACTION TAKEN 

The Defence Ministry has noted the desire of the Public Ac- 
counts Committee that necessary remedial measures including the 
tightening up of supervision should be taken to avoid recurrence of 
such cases as the one examined by the Committee. Necessary in- 
structions were issued on the 29th August, 1962 by the Director, Mi- 
litary Lands and Cantonments to all Cantonment Executive Offlcers 
emphasising the proper observance of the provisions of the Canton- 
ment Account Code, 1924 generally, and Rules 4. 26 and 28 in rarti- 
cular, regarding handling, remittance and accounting of monies 
received for credit to the Cantonment Fund. Director, Military 
Lands and Cantonments has also obtained a confirmation from 
all the Cantonment Executive Officers that quarterly internal audit 
of accounts of the Cantonment Board by a Committee of the Can- 
tonment Board is being regularly conducted. The supervision has 
been further tightended by raising the frequency of inspection of 
Cantonments by the Deputy Director. Military Lands and Canton- 
ments of Command Headquarters from yearly to half yearly. 

2. Criminal Proceedings. 
2. Criminal proceedings against the aecuaed officer and the om- 

cia1 of the Cantonment Board viz., the Head C k k  are still in pro- 
gress in the Court. Charges have been framed ;by the Court against 

Z 



the aceused on 12th August, 1965. The case stands posted for hear- 
ing on 22nd November, 1965. Further prolp~ss of the clrae is not 
available. 

The question of taking departmental action against the two a c  
cused &cenr has been examined. On the advise of the Ministry 
of Home Afiairs, departmental action against the accused officers 
now under trial before a criminal Court has been kept in abeyance 
till the conclusion of trial. 

Ministry of Defence has also considered in consultation with the 
GOC-in-Chief, Southern Command, the question of holding enquiry 
against the President, Cantonment Board with a view to fixing res- 
ponsibility for the lapse. It is considered that the enquiry, if order- 
ed at this stage, would entail examination of documents in the 
custody of the Special Police Establishment in connection with the 
criminal proceedings. Further the possibility of the President. 
Cantonment Board and other officers being examined as witnesses 
in the Criminal Court cannot be ruled out. It may also raise the 
questian of contempt of Court. This enquiry has, therefore, been 
held in abeyance pending decision of the Court. 

3. Delay in detection and removal of lacuna in the existing 
procedure. 

Ministry of Defence has also examined how the misappropria- 
tion of such a large sum as Rs. 2,23,726 occurred without prompt 
detection. The result of examination has revealed that the mis- 
appropriation was rendered possible due to the following reasons: 

(i) Failure on the part of the President, Cantonment Board 
in not exercising the duties imposed on him by Section 
22 of the Cantonments Act. 1924. 

(ii) The Board's indulgence in the matter of waiving of the 
non-compliance of its Resolution regarding periodical 
remittances into the Bank. Further the Board's assur- 
ance to the Audit, when the non-remittance of Cash 
regularly by the Executive Officer was pointed out by 
the latter in the Audit Note, to the effect that "the pro- 
visions of the rules will be strictly complied with in 
future and that all cash on the last day of the month 
will be credited in the Bank," without watching its im- 
plementation also facilitated the misappropriation by 
the accused Executive Officer. 

To avoid recurrence of such cases the Controller General 
of Defence Accounts has drawn attention of all Control- 
lers of Defence Accounts on 25th February, 1965 to the 



procedure to be followed in the matter of physid 
check of cash in the Cantonment Boards by the local 
Audit Officers according bo which Cash balances will 
not be verified ordinarily by Local Audit Party. But, 
where any unsatisfactory state of Cash Book is reveal- 
ed as a result of audit or review, the L.A.O. etc may, a t  
his discretion. proceed wlth the actual physlcal check of 
the Cash balances. This discretion should be exercised 
by the Local Audit Officers more frequently in warrant- 
ed cases. 

Ministry of Defencc has further examined whether there is any 
lacuna in the existing procedure for supervision and internal check 
which required to be filled up. The Defence Ministry find that the 
existing provisions of the Act, thc provisions of the Cantonment 
Account Code, 1924, the system of quarterly internal check by a 
Committee of the Board, in addition to half yearly inspection of 
Cantonment Fund Accounts by the Controller of Defence Accounts, 
provide sufficient safeguards and checks to prevent recurrence of 
cases of the instant naturc. The Dcfcncc Ministry, therefore, is 
of the view that there is no lacuna which needs to be filled up. 

4. Delay in establishing suspicion against the Head Clerk. 

Ministry of Defence have exammed the circumstances leading 
to the delay of nearly two years between the date of coming to 
light of the misappropriation and the date of arrest and suspension 
of the Head Clerk of the Cantonment Board, Dehu Road. Minis- 
try of Defence find that immediately the misappropriation came 
to light, the local police registered (on 254-1962) a case of ccm- 
mission of offence under Section 409 Indian Penal Code and 5(2) 
of Act I1 of 1947 for investigation against Shri A. Viswanathan, the 
accused officer. The Enquiry Committee appointed by the Can- 
tonment Board for the purpose, held Shri Viswanathan, the Can- 
tonment Executive Officer as solely responsible for the loss. The 
Special Police Establishment, Bombay commenced investigation of 
the case on 28-8-1962 and concluded the same some time in Octo- 
ber, 1963. I t  was only after conclusion of the investigation that 
the Special Police Establishment came to the conclusion that there 
was enough evidence against both the accused ie., the Executive 
Offlcer and the Head Clerk of the Cantonment Board, Dehu Road. 
The Special Police Establishment Bombay on 28-10-1963 requested 
the GOC-in-Chief, Southern Command to accord necessary depart- 
mental sanction for prosecution of the accused Head Clerk of the 
Cantonment Board. On 18-11-1963, Headquarters Sou them" Com- 
mand asked the President, Cantonment Board, Dehu Road to take 



necessary action, ao in respect of the Head Clerk, a servant of the 
k r 4  the Cantonment Board Dehu Road is the competent a ~ t h o -  
rim to accord such sanction The Cantonment B a r d  accorded the 
requlrite sanction on 29th November, 1963. The SPE (Bombay) 
on 20th January, 1964, requested the President, Cantonment Board 
to have an  amended Resolution passed by the Cantonment Board 
in place of their earlier Resolution of 29th November, 1963, where- 
in sanction of the Board for the prosecution of its Head Clerk had 
been accorded on the lines of a draft given by them (the SPE). 
The Cantonment Board on 29th April, 1964 decided to request the 
SPE to make available to the President, Cantonment Board for 
his perusal, the documents on which the allegations against the 
Head Clerk were based. The Investigating Officer of the SPE dis- 
cussed personally the matter with the President, Cantonment 
Board on 22nd May, 1964, and the former agreed that the sanction 
for prosecution of the Head Clerk already accorded by the Board 
would meet the requirements and that no further action cn the 
part of the Board was necessary in the matter. A charge sheet 
was filed on 2-6-1964 in the Court of the Special Judge Greater 
Bombay against the accused. The Head Clerk was arrested by 
Police on 22-6-1964 and also suspended from the Board's Service. 
From the foregoing sequence of events, it would be seen that aI- 
though the misappropriation came to light in August. 1962, the 
investigation of the case by the SPE was completed only by the 
end of October, 1963. Thereafter the requisite legal formalities 
connected with the prosecution of the accused Head Clerk leading 
to his arrest on 22nd June, 1964 entailed a further period of time. 

5. This case could not be Analised in time as information had 
to be obtained from different authorities, required from time to 
time by the administrative and audit authorities. 

6. DADS has seen. 

Recommendation 

(i) The Committee are surprised that inspite of n clear provaswn 
in  the lease agreement that Government shall hand over the premises 
in the same condition as they were at the time of commencement of 
tenaftcg, the M m s  concerned failed to clear the Gnv~rnment assets 
before handing ovet the building to the owner, and there was inordi- 
nate delay in accepting the offm of the owner's representative for the 
Gowernmnt assets in view of the fact that the owner hati been send- 
ing rent bills monthly even after taking over the building, necessary 
act* should have been taken either to accept her ofer or &pose 
oj  the aa~e t s  otherzoise. The Comnrittee are a h e d  at the gmw 



negligence on the part of the 0-8 cartcerned which has resulted 
in rmnnec-ty payment of twrt a d  intorest amounting to Rs. 33,314 
together with the cost oi suit (mt yet wsesyed) in tire High Court, 
merely bacc~vse some maall assets (which fetched only Rs. 180) wem 
not disposed of in time. The Committee are not satisfied over the 
casual mannar in which the imestigatton was wmde i n  1956. They 
note that the Ministry have called for ~efrruant papers for furthet 
examination of the case with a view to pinning i i o t u ~ t  responsibility. 
Since this has a l d y  become an old matter the Committee destte 
that  the examination should be completed within six months a d  
action finalised wtthout further dcla y. The Cotnntittce would also 
like to know the outcome of further tnvtstigation and action taken 
against the oficers concerned. 
LS. No. 72 uf Appendur. XX to 33rd Report (Third Lok Sabha).] 

ACTION TAKEN 

The concerned files the CWE (Commander Works Engineers) 
have since been received and exnmined by Ministry uf Defence. HQ. 
20 Division file on the subject is reported as not traceable. 

2. At the time of examination in 1956 the case was 8 years old 
and due to re-organisation of the formations and changes of person- 
nel, full particulars were not available. CWE who was asked by 
HQ. 30 Division to investigate the matter thoroughly and forward 
his comments instructed'in turn the GE to forward his comments. 
On the basis of the report of GE, the CWE came to the conclusion 
that the question of rent due to not giving vacant occupation of 
the compound did not strike the then GE probably as handing/tak- 
ing over certificate signed by both parties was in his posseesion. The 
CWE reported accordingly to HQ. 20 Division on 19th September 
1958. CWE's files do not contain any further correspondence on the 
matter from HQ. 20 Division. 

The CWE's view is not borne out by the information available in 
the file which shows that rent bills received from the landlady for 
the period after date of handing over of the building and returned 
to the owner by the GE unaccepted were sent back by the owner 
contesting the GE's view and asking for arbitration. The CWE who 
investigated the case in 1958 retired in June 1957 and died in 1- 

3. It  is agreed that with more careful appreciation of the position 
and speedier action by the officers concerned bulk of the expehdttnm 
could have heen avoid* 



InstrucUonrr have been issued by E-in-Cs Branch to the Chief 
Engineers on 18th September, 1965, pointing out the drcumstancer 
under which the crure in qwstion had arisen reeulting in inIructu- 
o w  expenditure with a view to avoiding such eases in Murr. 

As regards disciplinary aspect it may be mentioned that wen in 
1956 the CWE had difaculty in obtaining information due to 
changes in staff. Now the case being 16 to 17 years old and some of 
the officers being no longer in service, it is comidered that holding 
of a Court of Inquiry at this stage to pin down responsibility for the 
delay in disposal of  assets will not be feasible. 

4. Incidentally it may be mentioned that the amount of Rs. 33,314 
refcrred to in the PAC recommendation includes a sum of Rs. 9,689 
pertaining to disputes in regard to enhanced rent etc. covering earlier 
period viz., 9th November 1943 to 25th May 1947. 

5. DADS has seen. 
p.0. No. 15 ( 2 )  /65/994/D (Works-11) , dated the 8th February, 1966.1 

Recommendation 

The Committee are unable to agree with the vwzo of the Chief 
Engineer. The action of the subordinate iri making entry in the 
Measurement Book in anticipation of the recvipt of the 'Charpoys' 
rum a serious irregularity as it involved the deliberate ,falsification of 
an important initial record. All this happened as there was an 
attempt to  show the available funds as utilised even though the 
materials had not actually been received. The attempt to evade 
mles to cover u p  the mutter by  making a false entry resulted in loss 
of Rs. 45,219 in this case. The Cotnmi&tee desire that non-observatlce 
oj  rules in  such cases should be viewed seriously in future and suit- 
able action taken in this case both against the subordinate and against 
rhe oficer who dbected CW the funds should be witltdrawn and kept 
;n deposit. The Cuninattet would also like 10 know whether m y  
departmental action was taken against thc contracto.r. 

[S. No. 73 of Appendix XX to SSrd Report 1964-85.) 

As desired by the Public Accounts Committee, the Chief Engi- 
neer has been instructed to initiate disciplinary proceedings against 
the concerned personnel and report result. A further note will be 
sent to the PAC. when the disciplinary proceedhgs are finallsed. 

suitable remedial instructions have also been issued by E-hCSs 
Branch to avoid recurrence of similar cases in future vide Annexure 



I. The contractor's naxne was removed from the appved  list of 
contractors of HQ 133 Works Engm in February, 1960. 

2. DADS has seen. 
[U.O. No. 15(3)/65/84S/D(Works-XI), dated the 9th September, 

1965). 

ANNEXURE 1 

No. 36364/E8 
ARMY HEADQUARTERS 

DH& PO NEW DELHI-11, 19th June 1965 

The Chief Engineer, 
Southern Command, POONA, 
Eastern Command, CALCUTTA, 
Western Command, SIMLA, 
Central Command, LUCKNOW. 
SUBJECT-Measurenrent Book-Entries. 

In a contract for supply of furniture a portion of the funds allot- 
ted for the work remained unspent towards the close of financial 
year on account of delays on the part of the contractor in making 
deliveries. In order to avoid lapse of funds it was desired to place 
the sum in deposit for adjustment against bills for furniture to be 
delivered later. This was sought to be done by making an entry in 
the Measurement Book in anticipation of supplies being made in the 
future. 

It was, however, immediately realised that thin action was 
irregular and the entry, to which contractor's signature had not 
been taken aq a matter of caution, was cancelled the same day, by 
the subordinate who had made it. The AGE also signed the cancel- 
lation without giving any reasons for it. The funds left surplus 
were allowed to lapse. 

2. Thereafter the contractor alleged that he had suppl\ed furni- 
ture for which no receipts had been given to him. He based his 
claim on the entries made in the Measurement Book. This resulted 
in a dispute which had to be resolved by reference to arbitration. 

The .entries in the Measurement Book and their subsequent can- 
cellation prejudiced Government case and led to an unfairourable 
award against Government. .. * 



3. Ehtry in a Measll~ement Babk in antkipation of Mtue dell- 
veres Is a serfous irregularity as it f n ~ l v e s  MbePate ialsificatlon 
of an important initial record. An attempt at showing that the avail- 
ahle funds have been uti)ised when the material has not in fact been 
received fs most unjustified. 

4. Please take appropriate action to prevent such irregularities 
in future. =/- 

for Engineer in Chief. 

Copy t0:- 
Chief Engineer, 

West Coast, 26 Asaye Buildings, BOMBAY-5 etc. etc. 
* * 

The Committee suggest that the Controller General Defence 
Accounts should examine the feasibility of indicating in his future 
certificates the number of cases in which substantial amounts are 
awaiting recovery or (b) have been irregularly spent and/or lost 
and are awaiting regularisation for more than one year. 
[Sl. No. 74 (Sub-para 2) of Appendix XX to 33rd Report (3rd 

Lok Sabha) .] 

The suggestion of the P.A.C. can be divided into the following 
two parts:- 

(a) The number of cases in which substantial amounts are 
waiting recovery should be mentioned in the Controller 
General of Defence Accounts' CertiAcate; 

(b) The number of cases where regularisation action for more 
than one year is awaited both in respect of audit objec- 
tions and losses should be mentioned in the certificate. 

2 Ci) As regards (a) above, the total of the amounts outstanding 
on account of stores supplied/services rendered as also outatandings 
due on account of rent and allied charges are already being shown 
in the Controller General of Defence Accounts' Certificate. The 
P.A.C. has now suggated that the number of cases where substan- 
tial amouqts are awaiting recovery should also be mentioned 'In the 
Controller General of Defence Accounts' Certificate. Accordingly, 
it is proposed to amplify the above reservations in the Controller 



General of Defence Accounts' Ckrtiffcate by m e n t h i n g  the 8um- 
ber of cases where the amount of outstandings exceeds Rs 5,000 in 
each individual case for more than one year. 

(ii) In regard to the audit objections referred to in (b) above, 
important cases of expenhiture under objection, exceeding Rs. 5,000 
in each case, where sanction of the Government of India is requlr- 
ed, are at present listed in Annexure I to the Controller General of 
Defence Accounts' Certificate incorporated in the Appropriation Ac- 
counts. The number of such cases enumerated in the previous years' 
Appropriation Accounts which are still awaiting regularisation, will 
also be mentioned in the annexurc to the Controller General of 
Defence Accounts' Certificatr in future. 

As regards losses awaiting regularisation for more than one year 
and where the amounts involved are substantial, we conslder that 
losses substantial enough to require sanction of the Government of 
India may be mentioned in the Controller General of Defence 
Account$' Certificate as an additional reservation indicating the num- 
ber of cases and the amount involved. 

3. D.A.D.S. has seen. 

The Ccnntnittee are alarvned at the occurrence of such a 
large number of cases of misrmproywiation, frauds etc. in the Defence 
Organisation in spate of rigid security measures and vigilance 
urrangementv existing therein. Wtmt iY more surprising, the Defence 
Departmenl could detect only ubout I /5th of these cases, the remain- 
ing were taken up by the Speciul Police Establishment on their own. 
This indicates that there is some slackness in supervision and wigi- 
lance in the Defence Department. They bwggest that the Ministry 
should review the present vigilance arrangements at  variotLs levels 
and tnke necessary action to strengthen them. 

[Para 76 of 33rd Report (3 LS).] 

The recommendation made by the Public Accounts Committee 
consists of the following three points:- 

(i) The large number of cases (uiz. 766) of mi~~dppropriation, 
frauds, etc. in the Defence Organisation; 

(ii) most of the cases were taken up by the Special Police 
Establishment on their own and the Defence Department 
could detect only 1/5th of the cases; and 



2. We have the following remarks to offer on the above three 
pain@: 

(i) The total number of cases of misappropriation, frauds, etc., 
referred to by the Public Accounts Committee are in res- 
pect of a long period of 9 years from 1956 to 1984. The 
Defence Organisation, which comprises the Ministry of 
Defence, the Department of Defence Production, the 
Armed Forces Headquarters, the Inter-Services Organisa- 
tions, various other departments and public undertakings, 
with their units, formations and establishments spread 
throughout the length and breadth of India, is a very 
large organisation. The duties of many units include, 
inter a h ,  purchase of large quantities of stores, produc- 
tion of equipment, execution of works, use of material re- 
sources, etc., in which there is considerable scope for cor- 
ruption, fraud and other malpractices. In view of these 
factors, the number of cases referred to by the Public 
Accounts Committee does not appear to be abnormally 
large. 

(ii) It is true that the Special Police Establishment has detect- 
ed a larger number of such cases than the Defence De- 
partment has done. This may be so in the case of other 
Departments also. The Special Police Establishment was 
set up with the specific object of detecting such cases and 
it is engaged almost exclusively in this work. It has been 
provided with a sizeable investigating agency for this 
purpose. But the other Departments of the Government 
are engaged mainly in the tasks assigned to them and do 
not have any separate investigating machinery. They 
may not be expected to detect cases of misappropriation 
etc. in the same way as the Special Police Establishment 
is doing. However, all such cases brought to the notice 
of the Ministry of Defence from time to time by the Spe- 
cial Police Establishment, the Central Vigilance Commis- 
sion, the Vigilance Offlcens: of the various branches and 
departments under the Ministry and by members of the 
public are examined and action as appropriate is taken in 
each such case. In some cases, the complaints are found 
to. be baseless, when no action is taken. In other cases 
departmental disciplinary proceedin@ or court martial 
proceedings or prosecutions in civil courts, as may be 



deemed neasmy, are undertaken againat the delinquent 
officers. In a few cases, the officers are suitably warned 
when the nature of their -misdemeanour and the attend* 
ant circumstances warrant this. 

(iii) The Ministry of Defence deal with cases of misappropdo- 
tion, fraud etc.. whenever such cases come to Hght. In 
order to tighten up vigilance arrangements, necessary 
general orders and instructions am also issued from time 
to time to all subordinate and attached ofHces. Since in- 
vestigations for detection of such cases will continue to 
he carried out by thc Special Police Establishment, it 
does not seem necessary to strengthen the vigilance set-up 
of the Ministry of Defence at this stage. Such strengthen- 
ing may not yield any tangible or useful results. To set-up 
o separate investigating agency in the Ministry of Defence 
wjll involve considerable expenditure to Government. If 
in the course of the work of the various vigilance units, 
i t  is found that some units need to be strengthened, neces- 
sary action will be taken accordingly. 

3. Vigilance OfRccrs havc bwn appointed to cover main organ- 
isations, departments and public undertakings under the administra- 
tive control of this Ministry. 

Ministry of Finance (Defence/Budget) and D.A.D.S. have seen. 

The Committee feel concerned over the delay in the disposal of 
the cases for departmental action, some 01 which have been pending 
for more than three years. They desire that the Ministry of Defence 
should examine the difficulties in the disposal of these cases and take 
necessary action to overcome them. The Committee would like to 
be informed about the progress made in this behalf. 

(Para 77 of 33rd report (3 L.S.). 

A c n o ~  TAKEN 

According to the information given by the Special Police Estab- 
lishment to the Public Accounts Committee, out of the total number 
of cases referred by them (SPE) to this Ministry during the period 
from 1957 to 1964, 142 cases are pending departmental action. Att- 
empts were made to finalise the cases which were pending for long 
by collecting necessary information from the Branches/Organisa- 
tions. Discussions were also held with the officers concerned with 
a view to finalising some of these cases, 



(ij C n ~ e  finalised a t  a l d  . - 79 
(ii) Cmoco pcnding deputmental mion - 53 
(iii) Chm in which it has betn decided  hat 

dcirnqucnt olficur; should he prcwocutcd 
by civil crruns (Sccsary action hiis been 
t&cn by this Ministry in so far a? i t  is 
concerned) 4 

(iv) h s  held up pending a proposed amcnd- 
ment to the Prevention of Chruption .4a, 
I947 . - 3 

(v) Casts in which the indi~iduals concerned 
were State C-M. employcus and, therc- 
fore, did not come under thc conrrtd of 
Defence Ministstrq. (the State Government 
concerned have been infonncd accord- 
iwly) 2 

(vi) Chses in which dqrartmcntul action has 
been kept pcnding t i l l  a decision is given 
hy a civil court I 

Totnl : 142 

3. From the above analysis it will be seen that only 53 cases are 
pending departmental action. The delay in the disposal of these 
cases is mainly due to the  followkg factors:- 

(a) Time taken in submission of replies to charge sheets, by 
delinquent officers, particularly when they request for 
perusal of various documents 'records and raise technical 
issues before submitting their defence statements; 

(b) Time taken in examination of defence statements both 
by the lower formations and by this Ministry in consulta- 
tion with the Ministry of Home Affairs and Ministry of 
Law in obtaining further clarifications, wherever 
necessary ; 

(c) Time taken by the Commissioner for Departmental En- 
quiries to complete oral enquiries; 

(d) Time taken in consulting the UPSC in those cases where 
the delinquent officers have retired from service and the 
departmental proceedings against them have had to be 
converted into proceedings under 351 (A) of the CSR. 



C Delay in the finalisation of some of the cases is, thus, inevit- 
able and beyond the control of the authorities concerned, EfP0rts 
are, hourever, being made by this Ministry to Analise all pending 
cases as early as m b l e  and dl Vigilance Oftleers under this h b -  

4" istry are also being instructed to progress the pending cases on a 
high priority basts and take suitable action to bnalise them as e%- 
peditiousl y as possible. 

Ministry of Finance (Defencc/Budget) and D.A.D.S have men. 

The Comnaittee appreciate the anxiety of the MinisCTy of Defence 
not to curtail any of the facilities enjoyed by the Welfare Ot'ganiscc 
tion and agree wi th  thcm in this respect. All  that t h q  W e  ansciow 
to ensure is that the constitutional irregularity in keeping the finan- 
cial transactions of the Canteen Stores Department outside the Con- 
solidated Fwnd of India shortld be rectified. This be easily done by 
adopting the procedure suggested by the Ministry of Finance. The 
difficulties p o i n t ~ d  out by the Ministq of Defence can bc overcome 
by establishing a convention to be follmoed by suitable or&s ,that 
the entire profits earned by the Canteen Stores Deptt. in any year 
should be given as a grant to Defence Welfare Organwaths in the 
fdlou.ing year, in consonanee with the c-eisting practice. Go~em- 
ment may implement this suggestion at an appropriate time. 

[S- No. 9 of Appendix 111 to 40th Report (Third Lok Sabha).] 

The suggestion of the Committee will be examined at the appro- 
priate time in consultation with the Ministry of Finance and the 
Comptroller and Auditor General, and a further note indicating the 
final action taken in the matter will be submitted in due coures. 
D.A.D.S. has seen. 

The Committee appreciate that the surplus capacitp in the Ordn- 
ance Factories which was previously available for the manufacture 
of Crawler Tractors is being fully utilised for the production of 
armaments, which is the foremost duty of the ordnance factories. 
The Committee how that the present proposals to augment the trw- 
tor production to 300 tractors per annum b~ setting up a new project 
will be carefully examined, so that the factors which have been res- 
ponsible for shortfall in production in the past are scrupulously 
avoided. The Committee would like to be informed about the pro- 
gress nwde in this regard. 

[S. No. 11 of Appendix 111 to 40th Report (Third Lok Sabha).] . 



Acnaiw TAItrm 

Government sanction for tbe setting up of a new hctorp for the 
production of Heavy Earth Moving Equipment and Crawler Tractors 4 
was accorded on July 16, 1965. The Crawler Tractor portion of the 

" project will involve a capital expenditure of Rs. 7.041 crores including 
Rs- 2.27 crnres in foreign exchange. The proposals envisage pra- 
duction of the following equipmentc- 

Nos. per anrum 
(a) Motoriscuf Scraprs - . 150 
(b) Rear Dumps . . 125 
(c) Haulpaks . 150 
(d) Motorgradcm . . 150 

(c) D-80 Tractors . 300 
( f) D-120 Tractors . . zoo 

500 

2. The new factory to be located at Kolar, Mysore State, is ex- 
pected to commence production in 1968-69 and reach peak produc- 
tion in respect of tractors during 197273. The planning of the new 
factory is such that it will not depend on the ordnance factories for 
the supply of any components. 

3. The detailed planning and execution of this self-contained 
factory are being based on a feasibility study recently conducted 
by a team of US Industrial Consultants. 

4. During the interim period of 1965-66 to 1967-68, production of 
tractors will continue to be undertaken in ordnance factories. 

5. D.A.D.S has seen. 








