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APPENDIX Xxx1i
MINISTRY OF FINANCE
(FINANCE ACCOUNTS)

(Department of Revenue and Insurance)
Recommendation

From the facts placed before them, the Committee have not ‘been
able to satisfy themselves that expenditure 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 for
eramination the Department will be in a position to present a com-
plete appraisal of the exrpenditure against the results achieved.

[S. No. 9 (Para 11) of Appendix V to 9th Report—1962-63].

ACTION TAKEN

The Committee’s observation had been noted. Since then Ac-
counts for 196162 as well as Accounts for subsequent years 1962-63
and 1963-64 have already been examined by the P.A.C. 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. II, dated 18-1-1966].

MINISTRY OF FINANCE
(Department of Expenditure)
Recommendation

The Committee would like to mention here that they have a
feeling that there is a scope for economy in expenditure that is usual-
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
office, for the working of technical establishment such as a labora-
tory, workshop, industrial installation, store depot, and the like but
does not include any expenditure which has been specifically classi-

fied as falling under some other head of expenditure, such as ‘Works’,
‘Stock’, “Tools and Plant’.”

The Committee would like the Ministry of Finance to examine
carefully the various items of expenditure that are included by dtfe-
rent Ministries and Departments under this nomenclature with a view
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to ascertaining whether any amendment in the definition of this
nomenclature is necessary to clarify the nature of expenditure in-
cluded thereunder. The powers delegated to different authorities to
incur exrpenditure under the nomenclature “contingent exrpenditure”
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 of joundation
stones, etc., should be erhibited separately in the ‘budget with a
view to apprising Parliament of the quantum of such erpenditure.
The Committee also feel that during the period of emergency, ex-
penditure on such items should be substantially curtailed if not eli-
minated altogether.

[Sl. No. 4 (Para 4) of Appendix II to 22nd Report (3rd Lok Sabha}.]

ACTION TAKEN

The provision for contingent expenditure is 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 Ministry’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 Charges': —

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

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

1.2. The Administrative Ministries/Departments of the Central
Government have full powers to incur contingent expenditure. The
exercise of these powers is, however, subject to the restrictions and
scales laid down in the Delegation of Financial Powers Rules, 1958
and the General Financial Rules, 1963. Further, the Administrative
Ministries are required to forward to the Finance Ministry copies of
orders sanctioning contingent and miscellaneous expendityre above
Rs. 2,500 recurring per annum, in each case, and above Rs. 10,000 non-
recurring, in each case, so as to provide the Ministry of Finance an
opportunity to review the nature of expenditure and suggest economy
where it is needed. Moreover, as the policy is to devolve more and
more powers to Ministries etc., subject to watch through reports/
returns, il 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.1
(1)-E.II (A) /63, dated the 11th January, 1963 (Annexure II), the
expenditure on such inaugural and social functions has been limited
to 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. It 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
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even smaller. If these amounts are to be exhibited separately in
the Budget it will necessitate the opening of a sub-head or a number
of sub-heads under individual demands, and the amounts under each
sub-head would be insignificant. The objective of apprising the Par-
liament of the quantum of such expenditure 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 violation 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 Comuaittee 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.0. No. F.1(6)-EII(A) /64, dated 16-2-1966].

ANNEXURE 1

COPY OF MINISTRY OF FINANCE (DEPARTMENT OF ECONOMIC
AFFAIRS) OM. NO. F. 3(58)/62 DATED THE 29TH AUGUST, 1964,
ADDRESSED TO ALL MINISTRIES/DEPARTMENTS ETC.

Sussecr:—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
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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 are, 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 Charges™:—

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

(ii) 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.;
(vi) Arms and Ammunition;

(vii) Exhibitions and Publicity; and

(viii) Survey operations, Exploration, Experiments and Research,
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. It is essential that Part III (Details) of the Demands 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. undersigned 'is, therefore, also directed to impress upon all
Ministries/Departments the importance of furnishing on the body
of the Estimates of Standing Charges and also the New Item State-
ments, involving provision under “Other Charges”, the kroad details
of the items comprising the provision proposed under the unit of
appropriation.

Sd/- S. K. DAS GUPTA,
Under Secretary to the Government of India.
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ANNEXURE Ul

COPY OF MINISTRY OF FINANCE (DEPARTMENT OF EXPENDITURL,,
E. II(A) 'BRANCHES OM. NO, F. 1(1)-E.IlI(A)/63 DT: 11TH
JANUARY, 1863 ADDRESSED TO ALL MINISTRIES OF THE GOV-
ERNMENT OF INDIA ETC ETC,

SuBJECT: —Economy in expenditure on ceremonies connected with
laying of foundation stones, opening of public buildings and such
other functions.

The undersigned is directed to invite a reference to paragraph
1(1) of this Ministry’s Office Memorandum No. F. ¢{l17)E.G.1./54,
dated the 22nd November, 1954 in which the Ministries of the Gov-
ernment of India were delegated power to sanction expenditure in
connection w.th the laying of foundation stones and the o¢pening
ceremonies oi (Government undertakings and other Government ins-
titutions. subject to a maximum of Rs. 5,000 on each ozcasion. The
President is now pleased to decide that on such inaugural and social
functions, the c¢xpenditure should not exceed Rs. 500 in all, inciuding
expenditure of a contingent nature like printing of invitations, pro-
vision of shamianas, refreshments, garlands, photographs etc.

Sd/- HOT CHAND.
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 Tepayment.

[S. No. 10, Para 10 (ii) of Appendix to 22nd Report (Third Lok Sabha) |

ACTION TAKEN

The question has been carefully considered, with particular ref-
erence to the Irrigation and Power projects, the large projects in the
States being mainly in that sector. The question of financing of
large irrigation projects in the States came up also before the Com-
mittee on Agriculture and Irrigation set up by the National Deve-
lopment Council and the Committee recommend in September, 1965
that for large irrigation projects, adequate provision should be made
as ear-marked Central assistance.
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2. For the present, it has been decided that generally the construc-
tion of major projects in the State sector mayv continue to be the
responsibility of State Governments, the projects iorniing part of
the State Plans. It may be added that the burden of repayment of
the loans advanced to the State Governments is duly taken into ac-
count while estimating the resources of the State Governments for
their development Plans and in the determination of the siie of the
State Plans. A reasonable balance is thus secured belween the re-
scurces of the State Government and various commitments, includ-
ing the repayment obligations to the 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 Tax which mainly account for the increase 1in 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. defficiency in collection of
reliable statistics of economic growth and conservatism in estima-
ting and apply mecessary correctives.

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

ACTION TAKEN
The observation of the Committee have been noted.

[This has been vetted by audit vide Shri Gauri Shanker’s D. O.
No 2459-Rev./PAC/69-64, dated 17-8-1965].

[F. No. 83/45/65-1.T.(B)].
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(Department of Revenue)

Recommendation

The Committee have already discussed at some length the reasons
for variation 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 of 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 actuals viz., deficiency in collection of reliable statistics
of economic growth and conservatism in estimating and apply neces-
sary correctives.

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

ACTION TAKEN

Committee’s observations have been noted. Certain ways and
means of making the estimates of Customs more realistic have been
indicated to the Collectors. It has also been emphasised to the
various Ministries/Departments concerned to give us more accurate
data about imports to be effected by them or by 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&1II).

(Department of Revenue
Recominendation

The industrial production and the industrial needs in respect of
important items like machinery and fuel oils are 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 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 1964-65, 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 to year
with concern. They feels that this persistent under-estimating of
revenues is primarily due to defective budgeting which requires
special remedial measures. The Committee desire that the Finance
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Ministry who are the guardians of the Centre’s finances and on whom
lies the overall responsibility for framing the Central Government’s
budget accurately, should supplement the statistical information re-
ceived from Administrative Ministries with their own indepen-
dent investigations and researches in order to be able to better assess
the industrial and economic trend, movement of foreign exchange
etc. and thereby to arrive at more precise estimates. The Committee
hope that efforts will be made to improve the budget 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.]

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 by 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. Tn 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 Collectors. This Department has also emphasised
to the various concerned Ministries/Departments 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 as 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 owverall wvariation
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 Commit-
tee also notice that the Government budgeted for a lower figure than
the actuals of the previous year in some cases, (Kerosene oil and
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motor spirit, High Speed Diesel Oil and Vaporising Oil) and ulti-
mately the actuals exceeded both the budget estimates and the revis-
ed estimates. From the foregoing, it is obvious that there is scope
for considerable improvement in the preparation of estimate of cus-
toms revenue. The Committee trust that the cases involving heavy
variations will be examined thoroughly by the Ministry of Finance
and that suitable remedial measures would be taken so that the
estimates are framed more realistically.

(ii) The Committee regret that in one case (Railways), there was
no consultation between the Ministry of Finance and the administra-
tive Ministry. The Committee hope that this is an isolated instance.
They consider it to be of the utmost importance that timely consulta-
tions and discussions are held between the Finance Ministry and other
administrative Ministries concerned, at the time of framing original
as well as revised estimate.

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

ACTION TAKEN

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 the various MinistriesfDepartments 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
the budget estimates to be framed may take them into account.
Inter-Ministrial and inter-Departmental discussions to infuse greater
accuracy in the estimates are also envisaged.

Recommendation

The Committee have already discussed at. some length the reasons
for variation in the budget estimates and actuals of revenue receipts
nnder Customs, Union Excise Duties and Income Tax and Corpora-
tion Tax 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 reiterates here the imperative
need for framing realistic estimates of receipts from the various tares
and arresting the increasing trend of underestimating revenue. The
Comnittee 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 reliable statistic of economic
growth and conservatism in estimating and apply neceSsary correc-
tives.

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

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 respect
of 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 from 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
Development (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-1.]
(Department of Economic Affairs)
Recommendation

The Committee can well appreciate the hesitancy and reluctance
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 atleast a practical
trial should be given to this principle. This is a very important right
of Parliament and is being so erercised in other democratic countries
like U.K.,, U.S.A., Canada and Ceylon. The present procedure under
which Parlwmentary approval is taken for borrowing programimes as
mdzcated in the Five Year Plans and the Annual Budgets and for the
erpcndzture from the Consolzdated ‘Fund to which the loans are cre-
dzted,,,does not. satzsfy the constztutzonal requirements. The Commit-
tee are reassured to know the opinion of the Secretary, Department
of Economic Affairs that a proper system of firing a limit on Govern-
ment borrowing could be evolved but it would have to take into
account certain variations. The Committee feel that the law fixing
such limits may have some scope for certain built in flexibilities sub-
ject to ex-post facto approval of Parliament. Further these limits
might be fired for each Plan period so that they can be reviewed once
in five years. The Committee desire that this matter should be care-
fully examined.

ACTION TAKEN

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

The Committee are glad to learn that all the instalments of princi-
pal and interest which fell due during end upto 1962-63 were paid on
due dates.

[S. No. 7 of Appendix XVII to 36th Report—3rd Lok Sabha.]

ACTION TAKEN

The Committee’s observations have been noted.

Recommendation

The Committee would like to be informed 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.]

ACTION TAKEN

The matter is under consideration.

Recommendation

The Committee feel concerned over the slow progress of recoveries
of the loans advanced by the Rehabilitation Finance Administration.
Out of the total amount of Rs. 730 lakhs (Rs. 434 lakhs in the Eastern
Region and Rs. 296 lakhs in the Western Region) as on 1st January,
1961, the amount outstanding as on 30th November, 1964 was Rs. 480
lakhs Rs. 382 lakhs in the Eastern Region and Rs. 98 lakhs in the
Western Region). The Committee desire that vigorous efforts 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 written
off upto 30th November, 1964. The Committee would like to know in
how many o, these cases the loans had to be written off due to the
irregularities committed in the grant of loans at the initial stage viz.,

(a) disregard of the advice given by the local authorities/field
staff, etc.
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(b) failure on the part of the officials to obtain proper security,
and.

(c) bad financial position of the borrowars.
ACTION TAKEN

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 hesitancy and reluc-
tance on the part of the Finance Ministry in regard to fixing
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 Parliamentary approval is
taken for borrowing programmes as indicated in the Five
Year Plans and the annual Budgets and for the expenditure
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 Affairs that a proper system of
firing a limit on Government borrowing could be evolved
but it would have to take into account certain variations.
The Committee feel that the law firing such limits may
have some scope for certain builtin flexibilities subject to
ex-poct facto approval of Parliament. Further these limits
might be fired for each Plan period so that they can be re-
viewed once in five years. The Committee desire that this
matter should be carefully examined.

[Para 11,363 Report (3rd L.S.)]
ACTION 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

347 (aii) LS—2.



14

to the likelv market conditions, ravings 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 year in the light of the requirements of the programmes
accepted. By and large, Government’s borrowings in a year are
regulated within the limits provided in the Budget for the execution
of the Plan.

The limits, if any, to be imposed by law would attract both
borrowings within the countrv as also from foreign countries. Par-
liamen' exercises current check over the raising of loans through
its contro]l over the Budget. It has ample opportunity to discuss
these estimates during the General Discussion on the Budget and
before the Appropriation Bill is passed.

In the case of market borrowings the amount sought to be raised
is specifically provided in the Budget documents and is thus approved
bv Parliament. No deubt, the timing and the terms and conditions
on which the borrowings may he made are not set forth but that is
because these detailc are settled in the light of the advice of the
Reserve Bank of India ang after taking into account the market
conditions prevailing at the time the borrowing is restored to.

The borrowings from the Reserve Bank imply deficit financing.
In other words, if at a given point of time Government’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
Rescrve Bank. The extent of borrowing from the Reserve Bank,
therefore, necessarily varies from time to time, even during the
vear itself—according to circumstances, needs and other relevant
considerations, the borrowing being high at certain times and low
at others. It is only the ne‘ figure over the year which is of
significance; but any enactment in this regard would obviously have
to be with reference to the marimum amount of borrowing at any
time and not for the net amcunt 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 of patent negotiation. It would only lead to complica-
tions if the negotiations with foreign.
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countries, after they have reached some finality, are
held in suspense for want of. legislative approvai.

On the other hand, it would also not be practicable
to take approval pefore proceeding to negotiate as
the result of such negotiation cannot be known before
hand. &ny legislation for prescribing statutory
limits on Government's borrowings would, therefore,
have to exclude external borrowings from its purviews

If borrowings from Reserve Bank and forelgn
loans are left out, any legislative approval for the
residuary borrowing i.e. by way of market loans
will have little significance. Indeed the fixation
of a lipit by Law will not secure greater control
but may hamper the flexibility now available. 1In
view of the above and having regard to the fact that
the provisions embodied in Article 292 of the Cong=-
titution are permissive und not mandatory, Governmen
are still of the view that no real advantage would
be secured by pgpescribing statutory limits on Govern
ment's borrowings.
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(Department of Co-ordination)
Recommendation

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.

[Para 11 of the 36th Report (III Lok Sabha) ]

ACTION TAKEN

The observations of the Committee have been noted. It may be
mentioned in this connection that fresh loans for the repayment of

earlier loans are given in very exceptional circumstances and not
as a matter of course.

2. The question of pavment of overdue interest by the Govern-
mnent of Jammu and Kashmir is proposed to be discussed with the
Mficers of the S‘ate Government shortly. The Committee will be

ipprised of the decision in the matter, as soon as the discussions are
:ompleted.

MINISTRY OF HOME AFFAIRS
Recommendation

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.

[S. No. 10 of Appendix XVII 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 observations of the P.A.C. In the present case, however, fresh
loans were not granted as a matter cf course. and without careful
consideration; it was done only in view of the exceptional difficulties
in which the Government of Jammu & Kashmir were placed.

As regards pavment of overdue interest. the Ministry of Finance
‘/Department of Co-ordination) is proposing 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

Recommendation

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

[Sl. No. 11 of Appendix XVII to 36th Report (3rd Lok Sabha—
1964-65).]

ACTION TAKEN

The details of the loans as furnished by the A.G.C.R., New Delhi
are as under:—

No. & date of letter sanc- Amount of Amount outstanding
tioning the loan loan (Rs.)

Principal Interest.
F. 3(4)-Kis2 dt. 19-3-52 : 1,80,000 .. 9,717-53P
I, 3-30 (Ws)/56-P. dt. 31-1-48 5,00,000 19,087 08P 41,404 -46P
. 2-69/58-P dt. 10-3-1959 : 9,00,000 34,427 47P 76,077 -31P
I°. 2-45/s9-P dt. 14-3-60 . 5,00,000 18,302 -70P 43,088 -84P
F. 4-10/62-P dt. 17-3-62 . 13,78,000 46,191 -52P 1,29,771-36P
F. 3-24/42-P dt. 28-3-63 . 20,00,000 32,783-08P 90,000-00P

F. 2 (JK)-32/60-P dt. 17/20-3-61 14,94,000 52,333'57P 1,31,104-35P

2,04,025 - 42P 5,21,163-85P

The arrears of principal of Rs. 2:04 lakhs and the interest of
Rs. 521 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 princis
pal (Rs. 2:04 lakhs) were cleared out of a fresh loan of Rs. 17:46

crores sanctioned by the Ministry of Home Affairs in Decemwber,
1964.



17
MINISTRY OF FOOD & AGRICULTURE

(Department of Agriculture)
Recommendation

The Committee note that there has been delay in recovery of loan
from the Govt. of Madhya Pradesh which partly related to the
land reclamation charges by the Central Tractor Organisation. If the
repayment is dependent on the recoveries from the cultivators, the
Committee doubt whether the State Govt. would be able to col-
lect the charges at such a distant date.

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

ACTION TAKEN

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 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 XVII to the 36th Report—3rd Lok Sabha.]

ACTION TAKEN

A note explaining the position is enclosed.
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MINISTRY OF FINANCE

(Department of Economic Affairs)

THIRTY-SIXTH REFORT OF THE PuBLIC Accounts COMMITTEE
(THIRD LLOK SABHA)

The Public Accounts Committee of the Third Lok Sabha desired,
vide paragraph 18 of the Thirty-sixth Report that the Committee
should be informed about the latest position regarding the enquiry
by the Reserve Bank into the affairs of the Caixa Economica de Goa
and the Banco Nacional Ultramarino. The reports on inspection
of these two banks by the Reserve Bank of India under Section 22
of the Goa, Daman and Di.u (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
development of the Marmagoa Lisbon or the
harbour and other schemes and blocking of pay-
for utilization by the Junta ments by the
Commercio Externo (trade Portuguese Au-
control organisation) as on thorities.

30-9-65.
(Rs. crores)
(i) Caixa 2:9§5 2-28 0-34 (A)
1-18 (B)
o'12 (C)
1-64
(ii) Banco ’1-50 Nil 1-18 (D)

Nacional.

(A) Investments 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 crores)
and balances in Lisbon (Rs. 0:03 crores).
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(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 dockyvard) as they are not realisable at present.

2. The position as regards the repayment 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—

(1)

(ii)

if the amounts due from the Central Government to the
Caixa on account of loans previously granted by the Caixa
to the former local administration or to the Junta Com-
mercio or to Radio Goa are set off against the loans due
from the Caixa 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 recerve 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

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 te the Central Govern-

ment will ultimately be repaid fully or to a very

substantial

extent, after the process of winding up of these 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 gvxll depend to a very
large extent, '

(1) in the case of the Caixa, on the progress in the recovery

of the amounts due to the Caixa in about 160 suits, which
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are pending with the fiscal courts administered by the
Revenue Department of the local administration and also
on the Caixa’s ability to increase the rates of interest,
which are now very low, as and when the time-limit for
repayment of the loans is extended, and

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 ctage 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:

(1)

(ii)

(iii)

(@iv)

(v)

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
organisation) and (c) the Emissora de Goa (Radio Goa),
in that order;

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;

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

to the extent that the actual ascertained profits 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

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.
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T'hese 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 held on the 4th February, 1966.

7. This Note was shown to and has been seen by Audit.
[F. No. 22(7)BC/65, 29-3-1966.)

MINISTRY OF REHABILITATION
Recommendation

The Committee regret to observe that the Ministry of Rehabilita-
tion jollowed 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 T 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 (while the market rate is more
than 10 per cent).

(c) The individual has been allowed to repay the loan in 10
instalments instead of 7 fixed 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 have been revised and the prevailing market rate
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of interest should have been charged. The Committee have a feeling
that such a low rate of interest 4} per cent is an inducement to delay
the repayment of the loan. The Committee recommend that the
Government dues should be recovered forthwith. If, however, any
ertension 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 concessions already enjoyed by the individual and the fact that
his mill was making profit.”

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

ACTION TAKEN

As for the observations of the Public Accounts Commitiee that
the M.O.R. has followed an unusual procedure in selling the mills
to the individual by negotiations and also agreeing to receive the
payment by instalments, the circumstances under which the pro-
perty was sold to the individual were fully explained 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 miils 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 property was
situated near Kalyan where there was large concentration of Dis-
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 priced. There was no question of its sale 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



persons 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 were
received. The question of disposal of the mills was, therefore, dis-
cussed in a meeting held in the year 1956, which was attended by
the represen:atives of (i) Planning Commission (ii) Ministry of
Finance (iii) Ministry of Commerce & Industry (iv) Ministry of
Works, Housing & Supply and (v) Ministry of Rehabilitation. After
considering all the alternatives it was suggested in the meeting thai
the Textile Commissioner, Bombay may be asked to make efforts
to find other interested par.ies. The Textile Commissioner carried
out negotiations with Bagria Group, Century Rayons, Birla Brothers
etc., but without any tangible results. The maximum offer made
to Textile Commissioner 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 Shri * ® * _ the then Minister of Commerce
& Industry to look in‘o the matter and explore some other possi-
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 lakh- 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
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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.

(il) 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
annum.

(iv) If the amount with interest is pavable in seven equated
annual instalments—44 per cent per annum.

The rate of interest charged in this cace too is 44 per cent and as
such it cannot be sa‘d that any special favour was shown to the indi-
vidual by charging him interest at the rate of 44 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 properties 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 Rs. 10 lacs, which
was the maximum payable under the rules * * * had
no assets for either purchasing the mills by paying the price in lump-
sum, or, thereafter, for meeting the running expences. It was under
these cir umstances 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 cnable him to meet the running expenses of the
mills, the Government of India, agreed to stand as a guarantee.

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 * hd .
stated that as a result of infil{ration of the Pakistanis into Kashmir
on 5th August, 1965 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
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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. As 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 are 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 January to August.
Despatches are made in August and September.

(ii) Woollen goods are mostly consumed 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 at 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.

Public Accounts Committee are aware that a representation dated
17th October, 1964 from the individual for further extension of time
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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-.es had been steadily reduced and the licences for the
current year were about 1/3rd of those whith were issued
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 exports of woollens. Export
markets required rigid quality control which was difficult
to maintain with old mazhinery. He had obtained licences
for the impart 7 machinery of the value of Rs. 30 lacs for
the modernisation and rehabilitation. All that required
further expenditure which he was unable to meet.”

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

Their comments were received on Tth 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 pav 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. besides 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 41 per cent to 7% 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 94 per cent will be charged. On
prompt payment will be entitled to a rebate of 2 per cent. The cas2
has been referred to the Ministry of Finance for their concurrence.
The final decision taken will be communicated to the Public Ac¢counts
Committee in due course.



MINISTRY OF COMMERCE

SUBJECT: —Recoveries towards cost of Ambernath Mills, Bombay,
purchased by * ® *.

Will the Ministry of Rehabilitation kindly refer to their U.O.
No. F.3(20-B) 'Records '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. Wool/8/6/65-66/
4771 dated the 24th Julv. 1965 received from him is enclosed.

Sd./- B. K. VERMA,

Under Secretary to the Government of India.

Ministry of Rehabilitation (Office of the Chief Settlement Commis-
sioner) Jaisalmer House. New Delhi.

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

TexTiLe ComMissioNER's Orrice, Bomeay

It is true that the Ahmed Woollen Mills have undertaken a large
scale rehabilitation programme of their mill. They had secured
licences for value of Rs. 30-23 lakhs during the year, 1963-64. They
have secured a further import licence of Rs. 19-11 lakhs towards the
end of 1964 for import of machinery for purposes of rehabilitation
and modernisation. The total amount of machinery imports against
licences issued so far therefore, comes to about R:. 45-34 lakhs. This
excluded the amount of interest, import duty and other levies. The
import licences nave 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 years. The cost of this outlay per
annum is therefore, likely to be in the neighbourhood of about Rs. 65
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 issued 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 concerned, 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, the party’s audited statements cof
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:—

Rs.
Year ending June, 1961 . . . . ) . §,20,317°29
Do. 1962 . . . . . . 12,03,197 41
Do. 1963 . . . . . . 3,52,387-19
Do. 1964 . . . . . - 4,65,640°74

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,
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say anything about the future. It all depends on the Government’s
policy in regard to the import of raw materials for the woollen indus-
try. If the present volume of import of raw materials ix allowed
in future also the mill would be in a reasonable position to pay the
dues at the above rates. The quest:on however. could be reviewed
at the appropriate time.

Sd./- R. G. ZALANI,

Deputy Director.
Ministry of Commerce. New Dethi.
Textile Commissioner's U.0. No. Woal/® 6/65-66 4771,

347 (aii) LS—3.



Telegram: MERINO Telephone No. 214046

INDIAN WOOLLEN MILLS FEDERATION
Registered Office: G-4. Advent Building,
Fereshore Road,
Bombayv-1.

Our Refl. F.61(h) 251 September 14, 1965.

Shri R. Doraiswamy, TAS
Textile Commissioner.
Bombay.

Sun: —Financial difficulties of Woollen Industry due to Emergency.

Dear Sir,

This has reference to the discussions our Chairman, Shri B. M.
Grover, had with you in vour office on Friday. September 10, 1965.
Among other subjects. he had raised the specific difficulties of the
Woollen Industry in regard to shortage of 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 to give you the reasons why the difficulties of
the Woollen Industry have 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 adjoining 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
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wesistance has not only developed in the North but also in areas like
Bombay, Bangalore. Calcutta and the Southern Parts. This scare
psychosis cannot be explained for all areas but it is there.

4. Money market is already very tight and this is so far all cate-
gories of businessmen. Dealers are very reluctant to invest their
money and then block it because they seem certain that customers
are not in buyving mood at all.

5. Some of the Woollen mills have their stocks already in North-
ern areas and because of general dislocation in transport facilities
rail and truck, these goods are blocked even if there were possibili-
ties to sell them in arecas which are not affected vet by the war
situation,

6. In August and September the stock position with all woollen
mills is at its peak. The financial resources of the mills being com-
pletely exhausted alreadv and bank limits having been fully reach-
ed, this creates considerable difficulty for the mills,

7. Banks are reluctant to 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 ready 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,
Bank of Baroda.
Central Bank of India.
. Bank of Tokyo.
Punjab National Bank.

Hongkong and Shanghai Banking Corpn.
Bank of India.
Union Bank of India.

I S IR
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A running mill means runming expenses and these expenses can
only be met through sale of goods. The Industry waits for nine
months to earn during the remaining three months of the year to be
able to feed the mills again for the next season. The position has
become so desperate that situation might arise very scon that mills
will not have money even to pay for the labsur wage bill which actu-
ally means they would come on the verge of closure.

Goverment has been kind enough to allocate to the Fedceration a
Special Licence for Rs. two crores for import of raw materials, main-
ly, for Defence requirements. When the raw materials come and
this is all for Emergency requirements. the mills will not have even
to pay for this raw material although every mill would be starving
for getting the raw material.

The circumstances are special for the Industry s a whole but
they are  very special for the Wollen Industry due to reasons given
above. Even in normal times cconomy has to be sustained but the
Wooilen Industry has to play a role for meeting the Emergency re-
guirements of Defence Forces. Therefore, it 1s very necessary that
special steps should be taken to sustain this. We suggest that the
Reserve Bank of India should advice the enncerned banks to increase
the existing limits for units of the Woollen Industry throughout the
country. The total additional credit facility should not be less than
Rs. 5 crores for the Industry as a whole. Besides. margin require-
ment for advances may be reduced to 5 per cent. Further, the docu-
mentary bills drawn on buying dealers have not been retired by
them due to obvious reasons. Banks are calling for payvment for
these bills from the selling units. Banks have to be liberal in this
regard and they should be agreeable to hold these goods in their
godowns without insisting on pavment 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,
' Yours faithfully,
Sd./ J. N. CHAUDHRY,
Secretary General.

Copy forwarded to all Members of the Managing Committee,
IWMF.



APPENDIX XXIII

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.

[S. No. 9 of Appendix VIII to 6th Report, 1963-64].

ACTION TAKEN

Charges were 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
guilty 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. 21/
49/58-CX.III 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 nearlv 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 bhlamed
for having continued the practice.

(F. No. 18/1/62-C3-III)
Recommendation

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

[S. No. 12 Para 13(3) of Appendix VIII to Sixth Report, 1962-63].
33
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ACTION TAKEN

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-CXII}



Grams: CENEXCISE
Phone: 2612

CentraL Excise CoLLETORATE. M.P. aAND Vipiarsa, Post Box No. 81,
NAGPUR

Nagpur, the 13th August, 1964.
Order in Appeal No. Cotton Fabrics 1 of 1962
Pussed by Shri Tilak Raj,
Collector of Central Excise, Nagpur.

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

Read:—Appeal dated 27th December, 1961 from 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)
3-1/CE,61//10127, dated 29th September, 1961.

ORDER

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 against 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./- TILAK RAJ,

13-8-64

Collector.
€. No. VI(a)-2-1/62/69072—175. Nagpur, d/- 19-8-1964.

Copy to:—

1. M/s. R.SR.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,
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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 I/C, R.S.R.G. Mohta Spin-
ning and Weaving Mills, Private Limited, Akola.

Sd./- T. N. HINGORANI,

Superintendent (s) for Collector.
! ' Phone No. 2071.

Detailed note dated the 13th August, 1964, recorded by the Collector
of Central Excise, Nagpur, leading upto his Order-in-Appeal
No. Cotton fabrics 1 of 1962 dated the 13th Augus’, 1964

1 have examined the appeal with reference to facts revealed by
further investigation carried out by the Assistant Collector, Central

Excise, Nagpur.

2. I find that the stock taking variations charged to duty by the
Superiniendent, Central Excise, Akola, were arrived at on the basis
of incorrect accounts. The R.G.I. 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 20th April,
1958 which was shown as 15,75,209 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.I. which 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
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the folding section. These nominal losses also were not real on
account of the following reasons:—

(i)

(ii)

(iil)

(iv)

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.

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 finally
appear in the stock-taking done by the mill

Prior to 15th May, 1957, the stock taking was restricted to
baled cloth in B.SR. 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 resulled in
variations.

After 15th May, 1957 stock taking was to be done of the
finished fabrics both baled ana 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.1 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 process of stock-taking of the loose
cloth, Since variations in loose cloth were apparently or

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
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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.G.1 cannot at any point of time cnrres-
pond to the actual stock existing in the mill. The Board
had, therefore, laid down that the purpose of stock-taking
could not be to un-earth any shortage due to clandestine
removal but only to ascertain the extent of variation for
necessary adjustments in the R.G. register.

The above make it clear that the shortages in loose cloth being
hypothetical could not be objected to charge of duty unless there is
sam¢ evidence of removal outside the factorv. In the instant case
the actual shortage in medium variety during ist January, 1956
to 30th June, 1956 based on recast counts was about 0.3 per cent only
as against the shortage of 13-9 per cent worked out by the Suprin-
tendent, Central Excise, Akola. Similarly in coarse variety there
was an excess of about 0-4 per cent as against the 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. 1,67408-99 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, Central Excise, Akola had worked out the
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
fact that the total number of bales agreed at all times suggests that
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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
proposed to be bleached as actually bleached for the purpose of
account, although such cloth at 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:

(1) the actual shortages were negligible, ang were well within
the reasonable limits. Mostly the wrong maintenance of
accounts (R.G.1) had caused the variations {o 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. 1 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)3-1/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 and:
is being looked into separately.



MINISTRY OF FINANCE
(Department of Revenue & Company Law)

Recommendation

The Committee note the difficulties involved in the levy of new
duties on finished goods lying with factories on the 28th of February.
If the present procedure is to be effective, the Committee feel that
utmost vigilance on the part of Excise Officers is necessary in deter-
mining pre-excise stocks with factories. The present case is ome
where proper vigilance was not exercised resulting in short-levy of
duty amounting to Rs. 9,059. The Committee desire that existing
procedure should be streamlined to ensure non-recurrence of such
omissions. The Committee trust that the balance amount of duty
(Rs. 2,964) will be recovered early.

[S. No. 23 of Appendix XIIT to 21st Report, 1963-64].

ACTION TAKEN

With reference to the position already-reported to the Committee,
it muay be stated that the entire arrears of duty amounting to

Rs. 2,964 have since been recovered
[F. No. 10/1/63-CX.VII.]

Recommendation

While the Committee do not question the justification nf the
Assistant Collector’s ruling in classifying badami and unbleached
paper in this case as printing and writing paper (which was liable to
the lower rate of duty), they feel that before coming to this conclu-
sion the officer 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 down
that in all cases where the Excise Officers differ from Technical
Officers of the rank of Chief Chemist, the matter should be referred to
the Board for a ruling.

[S. No. 26 Appendix XIII to 21st Report 1963-64].
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ACTION TAKEN

The suggestion has been very carefully considered by the Minis-
try of Finance (Department of Revenuc and Company Law). As
the law stands at present the classification and assessment of goods
for the purpose of collecting the Central Excise duty is primarily the
function of the “Central Excise Officer” i.e. the Assessing officer con-
cerned. In any case the Chemical wing is not the assessing unit;
its function is purely advisory on questions of fact. Classification of
a porticular article for the purpose of assessment involves an inter-
pretation of law as well. Eventually, it is the statutory function and
responsibility of the Central Excise officer and not of the Chemical
Department.  In individual cases of doubtful classification, therefore,
while the assessing officers have to pay due regard to the opinion
expressed by Technical officers on questions of fact, which provides
the necessary guidance, they need not and cannot, be solely guided
by such an opinion on classification 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-
fral Excise and Salt Act, 1944. These instructions have stood the
test of time.

3. In individual cases of 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 decisinrn 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
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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-
yuate to safeguard revenue and, at the same time, not affecting the
rights of the assessee provided by law, for getting redress where he
is aggrieved bv 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 is being further pro-
vided that in all such cases where there is a difference of opinion
between the Chemical Examiner and the assessing Central Excise
officer, the matter should be immediatelv brought to the personal
notice of the Collector hefore anv decision is taken. The Collector
can then follow the procedure outlined above and if considered
necessary, also make a reference to the Board in general terms. It
is believed that this will serve the purpose the Committee has in view.

5. The audit to whom the 2raft reply as in the foregoing para-
graphs had been sent for vetting have communicated their ccm-
ments in the matter as in paragraph 2 of the Director (Revenue
Audit)’s letter No. 1231-Rev./138-63 dated the 10th July, 1964 addres-
sed to the Secretary, Central Board of Excise & Customs, a copy of
which is annexed hereto.

[F. No. 22/11/64-CXVL]



ANNEXURE

Eaxtract of para. 2 from Director of Revenue Audit’s letter No. 1231-
Rev./138-63, dated the 10th July. 1964, addressed to Secretary,
Central Board of Excise & Customs, New Delhi.

SvsJecT: —Twenty-first report of the Public Accounts Committee
63-64—Reply to serial Nos. 33, 26, 35 and 27 of Appendix
XIII to the Report-—vetting of—

* * * » *
[(2) S. No. 26—Appendix XIII to the Twenty-first Report, 63-64.]

(i) Para 11:—1It still seems to audit that the recommendations of
the P.A.C. on this para are precise and quite reasonable to follow.
The committee, have suggested 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
Collector. 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 functions 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 of the highest rank of the
Central Excise department who is supposed to have an c¢xpert
knowledge not only in regard to the technical examination of the
excisable 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. It is only logical to hold that due weight
should be given to the opinions expressed by him on matters referred
to 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 in which they have overruled the opinion of
the Chief Chemist, the Board can, at least, ensure that there is no
abuse of discretionary powers.
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(ii) Paras 3 & 4:—The observation that the assessee will be
deprived of the legal remedy by way of appeal to the Board, in case
the Board takes a decision earlier, will equally hold good where an
Assistant Collector has with the prior approval of the Collector,
decided the tariff classification of goods. Audit is, therefore, of the
view that it would be desirable if the Collectors are required to make
a reference to the Board in general terms in all those cases where
they are no! in agreement with the opinion given by the Chief
Chemist.

L J » »
Recommendation

While the Committee appreciate that in the special circumstances
of this case referred to in para 29 of the Repori, the assessment being
provisional, the mistuke might have heen detected at the time of the
final adjustment, they were anrioug that the Excise Officers should
keep themselves abreast of the rarious minute definitions of commo-
dities given in the Finance Act and the related rulings so that they
might aroid any pitfalls in making assessments.

[S. No. 28 of Appendix X111 to 21st Report 1963-64.]
ACTION TAKEN

The observations of the Committee have been noted. it may be
stated e this conmection that according to the existing procedure the
field officers are kept informed of such important changes including
change in definition,

[F. No. 15/16/64-CXIV].

Recommendation

(i) The Committee find little justification for condoning lurge
stock deficiencies in the annual stock taking of the tyre and tube
manufacturing concern for the years 1957-58. While the Commitree
note the difficulty experienced in reconciling finished tyres with un-
finished ones because of double accounting of certain tyres and faulty
book-keeping, they feel that no serious attempt was made by the
Excise Officers or the manufacturers to locate the errors. On the other
hand there was lack of co-operation on the part of the manufacturers
to produce certain accounts. In the opinion of the Committee the
sRuation justified the recovery of duty on shortages in terms of rule
223-A of the Central Excise Rules, 1944 read with para 82 of the
Manual of Tyres and Tubes (1953 edition).
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(ii) The Committee understand from Audit that in the case of ano-
ther major manufacturer a sum of Rs. 17 lakhs had been recovered
on this basis. (The manufacturer has appealed against the recovery).
It is not clear to the Committee why a special treatment was accorded
to the firm in question.

(iii) As regards the question of the unworkability of existing pro-
cedure of reconciliation in tyres factories, the Committee feel that
with better standards of accounting in factories, it should be possible
to achieve reconciliation of finished products with unfinished ones.
It 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 formula 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 XIII to 21st Report 1963-64.]
ACTION TAKEN

A self-contained note is enclosed.

Self contained note in reply to:—Serial No. 29 of Appendix XIII
to the Public Accounts Committee Report 1963-64.

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 manufacturers. The practice followed
upto the end of the year 1955 was to account, as the day’s production,
at this stage, the number of tyres distributed among the different

347 (aii) LS—4.



46

manufacturers from the Base Store. No tyres are delivered at any
stage upto and including the Base Store.

2. This establithed 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
mad: on the basis of the argument that theoretically what comes out
of the moulds is recognisable as a ‘tyre’. It was no doubt anticipated
that in actual practice such a tyre would be subjected to various pro-
cesses of trimming, finishing, inspection and wrapping and only after
passing through these stages it could really be considered as a fully
manufactured tyre 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
founded| :

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 received for remoulding, are also entered therein.

5. A she-cause notice was issued under Rule 223-A of the Cent-
noticed at 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-
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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 system
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 number and type of equipment em-~
ployed in production. The Committee are glad to be informed that it
ts 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 suggested by
the Comptroller and Auditor Ganeral to clarify the legal position
without doubt,

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

ACTION 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-CXII1. -
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Cory or THE OPINION OF THE ATTORNEY GENERAL Or InDIA

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 Excise 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
of thut power it authorises the Government to make rules for various
purposes. Section 37(2) (i) provides for the assessment and collec-
tion of duties of excise and the manner in which the duty shall be
payable and the 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-
ander.

2. The question is whether rules 96-1 and 96-J are intra vires or
ultra vires the 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
gran'ed 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 etec. 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 cof
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 fabrics 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 Schedule. The Schedule is referred
to 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
the rates set forth in the 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-III which is included in Chapter V of the Central Excise Rules. The
validity of any rule can be justified under any one or more of the
powers granted under section 37. At one stage it was attempted to
justify 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 96-J 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 comniercial
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 duly hav-
ing thus become quantified and due as at the actual stage of produc-
tion; 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 amnount.
Rule 96-J in termg 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. If Government had simply stated that in certain
cases the manufacturer 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 of 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. 1t has been objected that the general power in clause (i) of sec-
tion 37 cannot enable the Gavernment to make rules which are ultra
vires. 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-
8l to that to exempt certain goods from the duty in proper cases.
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Equally, the collection of duty is a purpose of the Act and the collec-
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 composition 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 1o put
the matter beyond doubt. A possible objection to the view I have
taken may be that rule 37(xv) compr.ses both composition of offen-
ces and hahilities and the liabilities mentioned in the rulc should
therefore be restricted to those liabilitics wa ch are coniected with
a breach of the provisions of the Act or some offence. There are, for
instance, powers of confiscation and the adjudging of penalties which
create liabilities 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.

NEw DeLi; Sd/- C. K. DAPHTARY,
October 3, 1964. 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 officers respon-
sible for the under-assessment in this case (Rs. 1,17,658/-)

[S. No. 32 (Para 33) of Appendix XIII to 21st Report, 1963-64.]

ACTION TAKEN

With regard to the Courl proceedings, the position is that the cases
are still pending in the H:gh Court of Judicature of Andhra Pradesh

at Hyderabad.

2. As regards the action against the officers responsible for the
under-assessment, the Collector of Central Excise, Hyderabad had
suggested disciplinary proceedings against 2 Superintendents of Cent-
ral Excise and 3 Inspectors of Central Excise and had forwarded the
draft charge-sheets against them. It 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
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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 Centra] 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 disciplinary 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 Ministry and his reply to the charge-sheet
is awaited. In respect of the remaining officials, the Collector of Cent-
ral Excise, Hyderabad 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)
Recommendation

(i) From the explanations offered 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
officers on whom rests the responsibility for furnishing the 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 Depart-
ment of Technical Development, 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 it
to assess more accurately 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 fill up the deficiency in collection of reliable statistics of



economic growth, so that estimates of revenue are prepared on &
realigtic basis.
[S. No. 1 of Appendix XVII to 27th Report (Third Lok Sabha).{

ACTION TAKEN

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 initially
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 Commissioners’/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 respect thereof, and the likely level of importis 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
the Commissioners/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 offices,
the two Boards also take into account the statistical information
available with them and relevant for purposes of estimation. The-
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arrangements for collecting such information are indicated below:
Income Tax

The Central Board of Direct Taxes compile and tabulate the
statistics relating to industrial production and other economic trends
from various financial journals and statistics brought out by the
Central Statistical Organisation. The balance-sheets of important
companies are carefully examined and the profits of such companies
are tabulated with reference to the accounting periods
followed by them. A liaison is maintained with the Directorate
General of Technical Development Planning Commission etc., to
find out the position of production and the likely trend of profits in
important trades and industries, for the current yvear. The Commis-
sioners of Income-tax are also asked to contact the management of
big and important companies and to ascertain the trends of profits
during the current year 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 clearances as well as production anticipated production and
clearances relating to various exciseable commodities from the con-
cerned administrative Ministries, the Directorate General of Tech-
nical Development etc. The Central Board of Excise and Customs
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 at which the possible trends in the following year are gcne
into in detail.

The Revised Estimates for the current year as well as the
Budget Estimates for next year are framed in the light of the statis-
tical data collected by the two Central Boards and after taking a
view in consuliation 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-
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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, therefore, only in
the nature of a broad forecast made after taking a view as to the
likely developments in the economy during the following 14 or 15
months, which necessarilv cannot be very accurately gauged, parti-
cularly in a developing economy. While subjective element 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 of the Government of India as
alzo the Directorate General of Technical Development and obtained
from them. both by correspondence and by holding meetings and dis-
cussions with them. No organisational changes in the arrangements
for the collections of data are 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 ete. Information in re-
gard to all these matters would have to be collected by reference to
individual 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-orgunised
set up for it, if necessary.

(Department of Revenue)

Recommendation

(i) From the explanations offered by the¢ representative of the
Department of Revenue and Expenditure, the Committee mnote that
certain correctives are applied to the revenue estimateg received from
the subordinate offices. This does not, however minimise the need
for bringing about a reorientation in the approach of the local officers
on whom rests the responsibility for furnishing the initial estimates,
to avoid undue conservation in preparation of estimates. The Com-

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
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Technical Development, 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 it to assess more
accurately the growth of production in the country and its impact
on the collection of tares. Revenue receipts depend upon the over-
all 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 fill up the de-
fliciency in collection of reliable statistics of economic growth, so
that estimates of revenue are prepared on a realistic basis.

(ii) In the opinion of the witness, it was not possible to lay down
a percentage of variation which could be considered “normal”. He
added that there were particularly difficult factors in India as com-
pared to other countries, and these factors adversely affected the pro-
cess of making a correct estimate of revenues; morcover the margin
of variation would depend upon the circumstances of each year. The
Committee find it difficult to fully subscribe to this view. Ours
is a planned economy, and therefore it should be possible with a
certain amount of effort and vigilance, to collect timely data which
would make due allowance for the various factors affecting the esti-
mates of Revenue. Hence the Committee would reiterate their view
stated in 2 to 4 of their Ninth Report (Third Lok Sabha) that varia-
tions exceeding 3 to 4 per cent should be regarded as a matter for
concern requiring special remedial measures. The Committee are
aware that their first report on the subject of Revenue Recelpts was
presented in January 1963 and the second one in July 1964, and there-
fore there had not been sufficient time for the results of the action
taken on the Committee’s recommendations being reflected in the
accounts for the year 1962-63. They hope that the margin of varia-
tion indicated above would be constantly kept in view and conti-
nuous efforts made to reduce the variation to this limit.

(iii) The Secretary, Revenue, Expenditure and Company Law ex-
plained that taxation had to be viewed in the light of the economic
conditions and the overall financial position of the country and not
merely in relation to the revenue gap. Even so, it cannot be denied
that the estimates of revenue, the estimates of expenditure and the
fresh taxation proposals are closely inter-linked, and that the former
two serve as some indicators for the quantum of fresh taxation effort
necessary. The importance of arriving at accurate budget estimates
cannot therefore be overstressed so as to avoid the risk of the public
being taxred unconscioutly more than necessary.



LY

While the Committee are glad to note the spuurt in the collection
of tares due to the emergency in 1962-63, they find from detailed
examination of Customs, Excise and Income-taxr (Vide Chapters II,
IIl of this Report and Chapter I of the Twenty Eight Report) that
the emergency alone does not explain this large overall variation
and that other factors also have contridbuted to it

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

[S. Nos. 1, 2, 3, (Paras 2. 3, 4) of Appendix XVII to 27th Report.]
ACTION 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 for 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./69-64 dated
3rd August, 1965.]

[F. No. 83/62/64—LT.(B).]

Recommendation

Even though the overall variation in respect of non-tax revenues
was only 5.82 per cent, the Committee find from the staiement
(Appendix II) supplied by the Ministry of Finance (Department of
Economic Affairs) that the variations under certain major heads are
much larger, namely, Interest—Rs. 14.28 crores. (-8.4 per cent),
Currency and Coinage—Rs. 1592 crores, (23.2 per cent) and Ex-
traordinary Receipts Rs. 14.88 crores (35 per cent). These variations
are 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 mnon-tax Tevenues
would be framed with greater precision.

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

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

Recommendation

The expenditure incurred on collection was allocated according
to a formula approved in consultation with audit as erplained in a
note submitted to the Committee by the Central Board of Direct
Taxes (Appendix IV). It is observed from this note that the Comp-
troller & Auditor General desired that a study should be conducted
to eramine whether the percentages fired for Corporation Tar and
Estate Duty need revision. The Committee hppe 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 percentages.

[S. No. 5 (Para 7) Appendix XVII to 27th Report, 1964-65].

ACTION TAKEN

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

[F. No. 3/35/65-Ad. VII].

(Department of Revenue and Insurance)

Recommendation

The Committee would like to point out that though the percentage
of expenditure incurred on collections has shown a fall, the actual
amount incurred on establishment has increased by about 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 staff to cope with the increasing volume of work,
particularly when it is matched by a significant increase in the totul
collections they would like to reiterate their view, stated in para 3
of their Twenty-first Report (Third Lok Sabha), that with greater
drive and initiative on the part of the officers it should be possible
for the Ministry to effect larger collections and reduce further
the percentage of collection charges.

[S. No. 6 of Appendix XVII of 27th Report 1964-65.]
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ACTION TAKEN

The 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 per cent
and 1.3 per cent in 1963-64.

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

{Department of Revenue)

Recommendation

The industrial production and the industrial needs in respect of
important items like machinery and fuel oils are 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 machinery 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 in percentage variations from year to year with concern.
They feel that this persistent under-estimating of revenues is prima-
rily due to defective budgeting which requires special remedial mea-
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 accurately,
should 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 thereby to arrive
at more precise estimates. The Committee hope that efforts will be
made to improve the budget 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)].

ACTION TAKEN

So far as Customs Revenue is concerned, this Department has
issued instructions to the Collectors to make a closer scrutiny of the
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estimates furnished by the lower formations, before submitting them
to this Department. Ways and means have also been suggested to
the Collectors for making the estimates more realist'c. 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 Collectors. This Department has also emphasised
to the various concerned Ministries/Departments 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 as possi-
ble, so that the budget estimates may be framed with similar accu-
racy. Inter-Ministerial and Inter-Departmental discussions, before
finalising the Customs Revenue Estimates are also envisaged.

Recommendation

(i) 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 disproportion-
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;
Railway Plant and Rolling Stock, 256 per cent; Heavy Chemicals
(Protective Duty), 123 per cent; Motor Cars, Cycles etc., 89 per cent,
and Pneumatic Rubber Tubes and Tyres, 68 per cent]. The Com-
mittee also notice that the Government budgeted for a lower figure
than the actuals of the previous year in some cases, (Kerosene oil and
motor spirit, High Speed Diesel Oil and Vaporising Oil) and ultimate-
ly the actuals exceeded both the budget estimates and the revised
estimates. From the foregoing, it is obvious that there is scope for
considerable improvement in the preparation of estimate of customs
revenue. The Committee trust that the cases involving heavy varia-
tions will be examined thoroughly by the Ministry of Finance and
that suitable remedial measures would be taken so that the estimates
are framed more realistically.

(ii) The Committee regret that in one case (Railways), there was
no consultation between the Ministry of Finance and the administra-
tive Ministry. The Committee hope that this is an isolated instance.
They consider it to be of the utmost importance that timely consulta-
tions and discussions are held between the Finance Ministry and
other administrative Ministries concerned, at the time of framing ori-
ginal as well as revised estimate.

[S. No. 8, (para 11) of Appendix XVTI to 27th Report (1964-65).]
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ACTION TAKEN

The Committee’s observations have been noted. Certain ways and
means of making the estimates suggested by the Collectors of Cus-
toms more realistic have been indicated to the Collectors. 1t has
also been emphasised to the various Ministries/Departments concern-
ed to give as accurate data about their respective imports to be effect-
ed by them or by organisations under them as possible so that the
budget estimates to be framed may take them into account. Inter-
Ministrial and inter-departmental discussions to infuse greater
accuracy in the estimates are also envisaged.

Recommendation

While noting that every year nearly 5 lakh Bills of entry have to
be checked and the work has to be done under pressure, the Commit-
tee find it difficult to condone mistakes on the ground that they were
‘human errors’. Effective steps should be taken to reduce the chances
of such mistakes creeping in. The Committee regret that some mis-
takes in calculations have even gone undetected by the internal andit.
This indicates that the nature of the check exercised by the Internal
Audit is perfunctory. The Committee feel that internal audit should
be more effective. Towards this end, the Committee suggest that
there should be better supervision, and the strength of the appraising
staff and the Internal Audit staff should be reviewed and augmented,
if necessary. The Committee are glad to be informed that a number
of mistakes are detected by the Internal Audit Department. At the
same time, a careful note should be taken of the type of mistakes
which are pointed out by External Audit and suitable instructions
issued to prevent recurrence of the same. Efforts should also be made
to resolve disputes in classification quickly by mutual discussion bet-
ween the appraising department and the Internal Audit Department.

The Committee would also like to reiterate their views given in
paragraphs 7 and 8 of their Twenty-first Report (Third Lok Sabha)
in this connection.

[Serial No. 9 of Appendix XVII to 27th Report, (1964-65).]
ACTION TAKEN

Because of the seriousness of the situation pointed out by the
P.AC. 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 by the Directorate of Ins-
pection (Customs and Central Excise). The Director has been asked
to complete the enquiry on a top priority basis and it is expected that

347 (aii) LS—S.
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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.)

Recommmendation

While the Committee appreciate the difficulties in making assess-
ments of machinery imported and allowed to be cleared long ago
under the Note Pass system which applies to Government Depart-
ments and public undertakings 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 re-
gard to levy of countervailing duty to be examined by Government
and an effective system evolved in which there will be no scope for
omission to levy countervailing duty.

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

ACTION TAKEN

The Collectors of Customs have been a-ked 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

The Committee would like this matter relating to mistakes in re-
gard to levy of countervailing duty to be eramined by Government
and an effective system evolved in which there will be no scope for
omission to levy countervailing duty.

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

ACTION TAKEN

Under the Finance (No. 2) Act, 1965, the rate structure 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-
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lies. In that connection, a number of notifications regarding exemp-
tions 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
provision regarding the countervailing duty that it rhould lead to any
change in the de facto position prevailing before 2nd February, 1963.
These instructions have also since been cancelled. Consequently, the
position regarding countervailing duty has become simpler as counter-
vailing duty become: chargeable cn items which arc Fable to central
excise duty unless there is specific exemption. It is hoped that with
this simplification the number of mistakes made in assessing counter-
vailing duty would be reduced to an appreciable extent.

[F. No. 20.52:65-Cus. 1.]
Recommendation
The Committee would await the outcome of the Revision Petition,
[Serial No. Il (para 14) of Appendix XVII to 27th Report, 1964-65.]
ACTION TAKEN

The Revision Petition of the party has rince been rejected.
(Duly vetted by Audit).

[F. No. 14/9/64-L.C.11.]
Recommendation

The Committee hope that such mistakes will be avoided in future.

They also regret to find that this mistake was not detected in Snternal
Audit.

[S. No. 12 of Appendix XVII to 27th Report 1964-65.]
ACTION TAKEN

The recommendation has been noted for compliance and the Col-
lector hag been instructed to take ruitable steps to avoid recurrence
of such mistakes in future. Instructions have also been issued sepa-
rately to the Collectors to 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.0. No. 3/30/63-Cus. VI, dated 10-12-1964.]
Recommendation

In g certain Custom House, rubber insulated cable was assessed to
duty in December, 1962 at 15 per cent ad valorem plus 5 per cent
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countervailing duty under tariff item 72(d). read with 73(21) of the
Indian Customs Tariff. As rubber insulated cable is specifically men.-
tioned under 73(6) of the Indian Customs Tariff, the assessment
should have been made at 35 per cent ad valorem plus 5 per cent
countervailing duty. On this being pointed out. the Custom House
realised the short duty of Rs. 35997 from the importer.

The Member, Central Board of Excise & Customs, explained dur-
ing evidence that these cables were specifically mentioned under
73 (6) but they had to be of a special core. These cables were also
generally transmission lines which were assessable under 72(d) and
presumahly the assessing officer treated them as transmission lines
under 72(d), which he should not harve done. The witness informed
the Committee that the Board kad been 1old by the Collector of Cus-
toms recently that action had been initiated against the officer con-
cerned, but they did not have the details.

The Committee would !ike to be informed how the Customs Offi-
cer failed to classify the goods preperly where there was no scope for
any ambiguity. In the opinion of the Committee. this is q clear case
of wrong clussification, and they would like to be informed of the
action taken against officers responsible for this lapse.

[Para. 16, 27th Report of the Public Accounts Commitice 1964-65
Report.]

ACTION TAKEN

The goods in question were imported by the Contreller of Stores,
Railway (Chittaranjan Locomotive Works) and described as electric
loco parts in the relevant bill of entry. It was presumably, therefore.
that these were assessed as component parts of plant under item 72 (d)
in preference to item 73(6). Although the Customs Revenue Audit
objection was admitted, il cannot be said that the matter was free
from doubt. Morcover, the Appraiser concerned with the particular
assessment resigned over a year ago. Ag it was considered to be a
case of bona fide error, the Collector of Customs decided to close the
case.

[F. No. 24:38/64-Cus.II1.]

Recommendation

A Platform car imported in one of the Customs ports was assessed
to duty at 10 per cent ad valorem under tariff item 72(3) treating it
as a component part of machinery. It was pointed out that Platform
cars came under tariff item 75 and should be assessed at 35 per cent
ad valorem. The short levy of duty on account of this amounted to



Rs. 17,835. The Custom House has since recovered this amount from
the importer.

During evidence. the Committee were informed that the Customs
Officer had owned the mistake and the duty has been recovered,

The Committee are given to understand that there was a ruling by
the Central Board of Rerenue issued in 1954 that items such as Truck
platform (under which category platform cars fall) were assessable
under Tariff item 75 (conveyance: not otherwise specified). If the
Assessing Officer had followed this circular the under-assessment
would not have occurred. Such failure to follow the C.B.R’s ruling
and circulars was noticed in the previous uear also and the Commit-
tee had commented adversely on the same (vide para 9 Twenty-First
Report, Third Lok Sabhay. The Committee view the persistence of
such mastakes with concern and hope that suitable measures would
be taken to ensure that the Board's rulings and circulars are strictly
adhered to.

[Para. 17 of 27th Repor! Public Accounts Committee 1964-65 Report.]

ACTION TAKEN

The Committee's observations have been noted. These have also
been brought to the notice of Collectors of Customs for their infor-
mation and guidance.

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

Recommendation

The Committee are surprised to learn that the customs officer
failed to apply the current rate of duty as passed by the Finance
Act, 1963, in respect of a bill of entry filed on Tth March, 1963. The
Committee note that information regarding the mew rates had
reached the Custom House by that time. While noting that the
mistake had been traced, and rectified, the Committee are surpris-
ed to find that the mistake escaped the notice of the Internal Audit
who conduct a 100 per cent check. Such lapses betray the per-
functory mature 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 were mistakes of over-assessment or under-assessment in the
first few days, but these were detected in time bccause the staff



were stated to be over-careful immediately after the new changes.
The Committee trust the utmost vigilance would be exercise at this
period to see that the correct rategs are applied and there is no
evasion.

[Sl. No. 152, of Appendix XVII to 27th Report 1964-65.§

ACTION TAKEN

The Recommendations made by the Public Accounts Committee
have been brought to the notice of the Collector of Customs, Bom-
bay «nd other Collectors for information and necessary action.

[U.O. Note F. No. 55/97/63-Cus.IV., dated 10-12-64.]
Recommendation

The Committee find that this was a clear case of negligence on
the part of the assessing officer, for which he has been given a warn-
ing. What surprises the Committee is that the Internal Audit Depart-
ment also did not detect this simple mistake. The Committee sug-
gest that similar action should be taken against the Audit Staff
responsihle for not carrying out the check properly.

[SL. No. 16 of Appendix XVII to 27th Report (1964-65.]

ACTION TAKEN

The Recommendations made by the Public Accounts Committee
have been noted. They have also been brought to the notice of the
Collector of Customs, Bombay for appropriate action.

(U.O. Note F. No. 55/62/63-Cus. 1V, dated 10-12-64.]
Recommendation

The Committee note that the work of bringing out the reprint
of the tariff Book incorporating the latest changes in the rates of
duty is centralised in another Ministry for what was described as
“traditional reasons”, and that according to the Chairman, Central
Board of Excise and Customs, this is responsible for the part of the
delay in the publication of the reprint. The Committee hope that
by better coordination between the Board and the Ministry of
Commerce and by streamlining the machinery that 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. The Committee would suggest that the
advantages of continuing the present system may aslo be examined
with a view to see if she position is likely to improve substantially
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by the Board themselves undertaking this work. The Committee
mote that a scheme is being worked out by the Board to introduce
a loose-leaf system so that only those pages where there are
changes, need be reprinted and not the whole book. The Commit-
tee hope that the scheme would be finalised at an early date.

[S1. No. 17 of Appendix XVII to 27th Report 1964-65.]

ACTION TAKEN

(1) In an inter-departmental 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 of the following schedule: —

(i) Manuscript of the Indian Customs Tariff
(Corrected up to 3oth April) to be sent to
the Government of India Press . . 1oth May

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

(iif) Proofs to be returned by Directorate
General of Commercial Intelligence and
Statistics to the Government of India
Press, Calcutta - . . . . 27th May

(iv) Advance copies of the publication to be
made available 10 the Directorate General
of Commercial Intelligence 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.]



ACTION TAKEN

The observations made by the Public Accounts Committee have
been brought pointedly to the notice of all Collectors of Customs
and Collectors of Centra)l Excise for appropriate action.

[C.O. Note F. No. 55/69/64-Cus IV dated 10th Dec’ 64

Recommendation

Mistakes of non-levy of countervailing duty were noticed last
year, and the Committee had erpressed the hope that they :would
not arise in future (vide para 12, Twenty-first Report, Third Lok
Sabha). The Committee were informed. during evidence, that with
a view to avniding such mistakes in future, Government had intro-
duced a Bill in February, 1963, removing all references to counter-
vailing duties from the Indian Tariff items and adding a new provi-
sion to the Indian Tariff Act. 1934, saying that wherever there was a
countervailing duty leviable under the Central Excise Turiff, it would
automatically be added to the item in the Indian Customs Tariff in
respect of the customs duty.

The Committee were given to understand that this had led to
another complication. The Committee desire that this matter should
be re-eramined and a proper system should be devised by which
there will be no room for countervailing duty escaping levy. The
Committee would like to be furnished with a detailed note indicating
the steps taken in this reqgard to overcome the difficulties.

[S. No. 19 of Appendix XVII to 27th Report 1964-65.]
ACTION TAKEN

Certain steps have been taken and the matter is being re-examin-
ed. Certain other steps are under consideration and a further
revort 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. 20/103/64-Cus. I].
NOTE INDICATING THE STEPS ALREADY TAKEN BY THE (GOVERNMENT

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



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

(2) It has again been impressed upon the Custom Houses that
greater care should be exercised in dealing with documents both in
the Appraising Department as well as in the Internal Audit Depart-
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 immediately after the presen-
tation of the budget every year, Collectors should hold discussion
with Assistant Collectors to discuss the budget instructions with a
view to asceriain from them personally that all the relevant instruc-
tions have been received by them, that they have properly under-
stuod those instructions and to ascertain the problems which might
have arisen. The Assistant Collectors in their turn should hold
such discussions with the 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 Inspection (Customs & Central Excise)
have also been asked to conduct a thorough scrutiny of the existing
procedures and arrangements for assessment of import duty and to
suggest suitable action for effecting improvement.

Recommendation

Mzstakes of non-levy of contervailing duty were noticed last year,
and the Committee had expressed the hope that they would not arise
in future (vide para 12, Twenty-first Report, Third Lok Sabha).
The Committee were informed, during evidence, that with a view to
avoiding such mistakes in future, Government had introduced a Bill
in February, 1963 removing all references to countervailing duties
from the Indian Tariff Act, and adding a new provision to the Indian
Tariff Act, 1934, saying that wherever there was a countervailing
duty leviable under the Central Excise Tariff, it would automati-
cally be added to the item in the Indian Customs Tariff in 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
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reeramined and a proper system should be devised by which there will
be no room for countervailing duty escaping levy. The Committee
would like to be furnished with a detailed note indicating the steps
taken in this regard to overcome the difficulties.

[S- No. 19 of Appendix XVII to 27th Report, 1964-65]
ACTION TAKEN

Under the Finance (No. 2) Act, 1965, the rate siructure 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
exemptions 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
provision regarding the countervailing duty that it should lead to
any change in the de facto position prevailing before 2-2-1963. These
instructions have also s.nce been cancelled. Consequently, the posi-
tion regarding countervailing duty has become simpler as counter-
vailing duty becomes chargeable on items which are liable to central
excise duty unless there is specific exemption. It is hoped that with
this simplification the number of mistakes made in assessing counter-
vailing duty would be reduced to an appreciable extent.

[F. No. 20/103/64-Cus. 1]

Recommendation

The Committee hope that after 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.]

ACTION TAKEN

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]
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Recommendation

The Committee hope that after 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]

ACTION TAKEN

Under the Finance (No. 2) Act, 1965, the rate structure of the
import duty on various 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 re-
move anomalies. In that connection, a number of notifications regard-
ing exemptions 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
provis.on regarding the countervailing duty that it should leaa to
any change in the de facto position prevailing before 2-2-1963. Thesc
instructions have also since 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
excise 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.20/111/64-Cus.I].

Recommendation

The Commitlee fail to appreciate why, simply because these gouds
were imported by a Government Department the rules should have
been relaxred and a wrong eremption granted in respect of the goods
which were otherwise dutiable. They hope that recurrence of such
mistakes 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 1964-65]
ACTION 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.]
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Recommendation

A note promsed te be supplied 1o the Cominittee on this subject
is awauited.

Over-assessment is as much an wrregularity as under-assessment,
and it causes undue hardship to the public for no fault of their own.

Over-assessment also resulls from the same type of failure and mis-
takes as are responsible for under-assessments. The Committee have
been given to understand that in all the cases of over-assessment
noticed in Audit, the reasons have been wrong classification, levy of
counterpailing duty where none was leviable, non-application of
correct rates etc. The committee trust that the department would
profit by the mistakes pointed out by audit, and take suitable reme-
dial measures to avoid a recurrence of the same in future.

The Comimnittee have been informed that once a decision to give
refund is taken, the time-lag in making payment is between a week
and a fortnight. They however, leurn that refund cases sometimes
do take a long time mainly due to delay in production of documents
by imperters, before they are finally settled. The committee desire
that the procedure should be simplified, all avoidable delays should
be eliminated, and the time taken for arriving at a decision should be

reduced to the minimum,

Wherever over-assessments are detected suo motu by the Depart-
ment, or are pointed out by audit refund should be granted expe-
ditiously on the initiative of the Department itself without an appli-
cation by the party. Special Care should be taken to see that such
cases do not become time-barred and the public are not deprived of

the refund due to departmental delays.
[S. No. 22 (para 25) of Appendix XVII of 27th Report]

ACTION TAKEN

A note nromised 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 Commitiee 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.
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4. Wherever excess levy is detected in audit in time su0 motu
refund is granted without any application from the party. Under
executive instructions the time-limit prescribed under the Act for
the filing of a refund claim is applied in respect of such cases of suo
motu refund. Care is taken to ensure that departmental delays do
not cause such a case to become time-barred even though the objec-
tion was raised and communicated to the department in time.

5. This has beenr vetted by the audit.
[F. No. 16/54/64-L.C.1.)



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

MINISTRY OF FINANCE
(Department of Revenue and Company Law)

Cases of Over-assessment.—A note may be furnished indicating the
steps taken 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 progress made since thc publication of
the said Report.

ACTION TAKEN

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 taken by the Government for clearing the
arrears of refund claims in the Custom Houses are as follows: —

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

(ii) a detailed 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 recommendations made by them for streamlining the
procedure have been put into practice. These recommen-
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 in 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.

74
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(ili) 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 respect of short-landing cases 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 Customs, 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 claims pending. To
reject the claims 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 sufficicnt time to the parties to produce
their documents, and this naturally delays finalization of the cases
of short landing refund-.

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 alco had, on the
whole, shown a similar improvement. Moreover, the break-up ot
the pendency will alco 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 months 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
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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 remission 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
called from the Custom Houses and are being scrutinised in the
Board's Office to keep the position constantly under watch.

Recommendation

8 Heavy Arrears in Refund Claims.-The position regarding sot-
tlement of refund claims is a great deal more scrious. It is a matter
of common knowledge that Custom Hnruses have been struggling
with heavv arrears of refund claims, and we find that special ar-
rangements have heen made to clear these arrears. Obviously, how-
ever, it would he necessary to take suitable and vigorous steps to
ensure that no new refund claims are allowed {0 add to the accumu-
lation by remain'ng undecided bevand an cutside limit of six months.

DecistoNn OF THE (GOVERNMENT OF INDIA

The Government of India have decided that the aim suggested
by the Customs Reorganisation Committee should be kept in view by
the Collectors of Customs and suitable steps taken for the purpose.
The Government of India have also decided that the Directorate of
Inspection (Customs and Central Excise) should make a thorough
study of the existing svrtems 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 arrcars of refund cases at the major
Custom Houses as on 31-3-1959 o 31-3-64.

Customs House Total As on No. of Details of Pending Cases

No. of pending

receipts cases Less 3 6 mon-
of than months ths old

refund 3 old but ormo .

claims months less

during old than
12 6

months months

ending old

on date

shown

in Col.

(3)
I 2 3 4 5 6 7
Bombay . . 12111 31-3-59 8183 2735 1903 3545

13116 31-3-60 7383 2701 1621 3061
16014 31-3-61 6851 2867 1530 2454
18328 31-3-62 3588 2700 578 310
20717 31-3-63 3187 2279 511 397

16471 31-3-64 4254 2567 907 780
«Calcutta . . 5594 31-3-59 4934 Not available
7361 31-3-60 6944 Do.
8334 31-3-61 1848 Do.

9247 31-3-62 2373 1429 2373 176
9625 31-3-63 2281 1904 140 237
7018 31-3-64 3019 2325 453 241

Madras . . 3078 31-3-59 937 445 492
3254 31-3-60 698 343 355 ..
4885 31-3-61 480 386 19 75
5622 31-3-62 1179 981 130 68
5994 31-3-63 1037 932 72 33
3847 31-3-64 838 777 45 16
Lochin . . 2303 31-3-59 Not available
2412 31-3-60 Do.
3368 31-3-61 Do.
1607 31-3-62 67 s 6 ..
2440 31-3-63 165 121 33 1I
1605 31-3-64 268 205 48 15
7

347 (aii) LS—6.



Statement showing the number of arrears of shortlanding cases at the
major Custom Houscs as on 31-3-61 and 31-3-62

31-3-61
31-3-62
31-3-63
31-3-64

31-3-61
41-3-62
31-3-63
31-3-64

31-3-61
11-3-62
11-3-63
31-3-64

11-3-61
31-3-62
31-3-63
31-3-64

No. of Less than 3months
pending 3 months

old.

BOMBAY

1756
1435
1859
1416

CALCUTTA
946
894

1245
1297

MADRAS

341
276
242
134

COCHIN
14
14
34

1271
1053
1883

833

506
228
1211
1200

248
192
238
134

14
28

old or

more but
less than
6 months

394
294
276
357

377
662
24
72

6 months
old or
more

91
226

63

10

25

22
29
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MINISTRY OF FINANCE

(Department of Revenue)
Recommendation

The Committee hope that as a result of the uniform procedure
proposed to he introduced on all the Indian Government Railways.
mistakes of the kind pointed out in this case will not recur. The Com-
mittee regret that the internal Audit in the Custom House failed to
detect the error in conversion, and it was left for the Custom Revenue
Audit to point it out.

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

ACTION TAKEN

The recommendations made by the Public Accounts Committee
have been brought to the notice of all Collectors of Customs and Col-
lectors of Central Excise. It has also been emphasised that the staff
concerned in the Appraising, Cash and Accounts and Internal Audit
Departments should be asked to effectivelv ensure that such mistakes
do not recur.

{U.O. Note F. No. 55/96/63-Cu«.IV dated 10-12-64]
Recommendation

The Committee regrel the carelessness on the part of the assessing
officer in the matter of the application 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).]
ACTION TAKEN

The recommendations made by the Public Accounts Committee
have been brought to the notice of all Collectors of Customs and
Collectors of Central Exc'se for information and necessary action.
The Collectors 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. It has also been emphasised that
Internal Audit should look out for such cases, just as much as for
rases of short levies.

[U.O. Note F. No. 55/98/63-Cus.IV dated 10-12-64]

79
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Recommendation

The Committee note that the cases referred to in the audit para
are those in respect of voyages performed under the old Act, under
which, as explained during evidence, a coastal vessel which touched
a foreign port on its way to an Indian port, e.g. from Calcutta to
Bombay or from Bombay to Calcutta via. Colombo could still be
treated as a coastal vessel. Therefore, there was no justification for
the customs port to adopt a different practice and not charge duty on
the full quantity of oil bunkered at the intermediate foreign port.
The short assessment in these 80 cases would not have arisen if the
Central Board of Revenue had 1ssued proper instructions in this re-
gard prior to Aud:1 pointing out the matter. Out of a total amoun’
of Rs. 61,834 due for recovery. only a sum of Rs. 14,753 1s stated to
have been collected so far. The Committee may be informed of the
position regarding 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
Act, if ¢ cnastal vessel touched a foreign port it ceased to he a coastal
vessel, and that the matter was being reviewed by the Central Board
of Excise and Customs, in consultation with the Ministry of Law.
The Committee would like to be informed of the result of the review.

[S. No. 25 (Para 28) of 27th Report (1964-65)].

ACTION TAKEN

According to the reports so far received no progress towards col-
lection of the balance of duty has been made. The Government have
reiterated their instructions to the Customg authorities to expedite
enforcement of the outstanding demands, save those which may form
the subject matter of court proceedings.

The question of amendment of the relevant section 2(21) of the
Cu-toms Act, 1962 is separa‘ely under consideration.

[U.D. F. No. 55/6,64—Cus. IV, dated 13th January. 1965].
Recommendation

The Committee are surprised to learn that there has been a delay
of four to five years, and in some cases even nine years, in the filing
of bills of entry by steamer agents in respect of ships’ stores, whereas
the time allowed for the purpose is three months. No convincing
reasons have been advanced to explain such abnormal delay; on the
other hand, there is an admission by the representative of the Central
Board of Excise and Customs that the delay is indefensible. From
a note furnished at the instance of the Committee (Appendix VII) it
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is observed that the Board has asked the Director of Inspection
(Customs & Central Excise) to investigate in detail the circumstances
in which this delay occurred. The Committee regret that until these
cases were brought to the notice of the Board specifically by Audit,
the Board was not even aware of them. This is a case in which
there seems to have been a failure of machinery of a system of follow-
ing up cases of dutiable stores for rhe purpose of levy of duty. The
fa:t ¢ :t the amounts involved were petty is hardly a justification
either for the Department’s showing indulgence to the Steamer
Agents in spite of their persistent failure to file the bill of entry, or
for the Department’s acquiescence in the chronic delay in doing so.

The Committee desire that (1) action should be initiated forthwith
if it had not already been done, against defaulting steamer agents;
(it) effective steps should be taken to ensure that duty on ships stores
is levied in all cases promptly and properly: (iii) the feasibility of
raising the demand on the basis of the stores list furnished with the
Export manifest should be examined; (iv) the investigation reported
to have been ordered by the Board should be conducted expeditiously
and responsibility for the delay fired, so that suitable action may be
taken against those at fault; (v) an effective system should be
devised whereby the Collectors of Custom and the Central Board of

Excise & Customs would automatically come to know of such delayed
cases.

[S. No. 26 (Para 29) of 27th Report (1964-65)].

ACTION TAKEN

The Committee’s observations have heen noted for complinnce.
[U.0. F. No. 55%/64-Cus. TV dated 13th January, 1965].

Recommendation

The Com mittee would like to be informed (i) of the progress of
collection of demands amounting of Rs. 2,00,291.71*P raiced already
in 13 cases und (ii) of the amount of demands raised in the 12 remain-
ing cases on the basis of the declaration made in the ships’ stores lists
and the progress of collection.

[S. No. 27 (Para 30) of the 27th Report (1964 ~7 7.
ACTION TAKEN

It is confirmed that the correct amount of the 13 demands is
Rs. 2,01,643:44.

*According to Audit, the correct figure Rs. 2,01,643:44 P.
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Out of the 12 remaining cases. demands in respect of seven cases
amounting to Rs. 2,07,551'71 have been issued. In respect of the
remaining five cases, the matter is under correspondence by the
Customs authorities with the Steamer Agents.

As per the reports so far received no progress towards collection
of duty, in respect of 13 and 12 cases referred to above, has been
made. The Government have reiterated their insiructions to the
Custom« authnritiez to expedite enforcement of the outstanding
demands and finalisation of the pending assessments, save those
which may form the subjezt matter of court proceedings.

[U.O. F. No. 55/6,64-Cus. 1V, dated the 13th January. 1965]

Recommendation

The Committee note that out of total arrears of customs duty of
Rs. 103.63 lakhs as on 31-10-63, a sum of Rs. 72.43 is outstanding for
more than one year. The Committee also view with concern the r e
in arrears of customs duty from Rs. 80.12 lakhs to Rs. 103.63 lakns.
S.uce the arrears are partly attributed to pending ‘Note pass’ cases.
the Committee would reitcrate their recommendation contained in
para 20 of their 21st Repo:: (Third Lok Sabha) that the finalisation
of the outstanding Note I’ ss cases should be wvigorously pursued.
The Committee hope that Note Pass is a dying system and greater use
would be made of the alternative of the special procedure for provi-
sional collection of duty and other measures in order to reduce the
quantum of arrears in future.

[S. No. 28 (Para 31) of Appendix XVII to 27th Report (1964-65) ].

ACTION TAKEN

The Committee's observations regarding the Note Pass System
have been noied.

Recommendation

The Committee Hope that All efforts would be made to realise
the Arrears of Customs Revenue before any Amount is written off.

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

Public Accounts Committee’s recommendations have been con-
veyed {0 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.
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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 amoun's due as arrears of land revenue. It is only when
all 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) T 1-10-1962
318 Cases 93 Cases
Cases sent for prosecution . . 296 Cases 28 Cases
Cases decided by courts. . . . 290 » 49 ”
«Cases which resulted in conviction . 213 ” 46 (Persons)
‘Cases which resulted in acquittal .77 > 14 (Persons)
‘Cases which have not yet been
decided. . . . . . 314 ” 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 mot unsatisfactory viz., 73 per cent (290 cases
decided and 213 cases which resulted in the conviction). They hope
that efforts will be made to improve the percentage further,

[F'ara. 33 of the Public Accounts Committee Report (1964-65)].
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ACTION TAKEN

The Committees observations have been brought to the notice of
all Collectors for their information and guidance.

Recommendation

The Committee note that in terms of the Ind:an price the approxi-
iate quantity of gold smuggled into the country every Year is esti-
mated to be of the order of Rs. 35 to 40 crores as accepted by the
wilness. As against this, the quantity seized during the period Octo-
ber, 1962 to September, 1963 was worth only Rs. 1:5 crorves (3} to
4 per cent).

The Committee feel that there is greater scope for tightening anti-
smuggling measures as the percentage of seizures is very low at pre-
sent. They hope that with various steps which Government are re-
ported to have taken, the percentage of seizures would show a mark-
ed improvement. They also suggest that Government should adopt
scientific and uptodate methods of intelligence and detection to fight
against the evil of smuggling.

[Para. 34 of the Public Accounts Committee Report (1964-65)].

ACTION TAKEN

The Commitiee’s observations have been noted and have also been
brought to the notice of all Collectors for their information and
guidance.

Recommendation

The Commit‘ee note that due to large clearances of exrcize goods
petween November, 1962 and February, 1963, and the increase in rates
of exrcise duties in the Budget of 1963, resulting in higher collections
from them during March, 1963, the overall variation in respect of
Union Excise duties has been of the order of 14 per cent. The Com-
mittee have been informed that the statistics regarding Union Excise
are 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 nmon-availability of dependable data. It had been stated at an
earlier stage (vide para 2 supra) that statistics were being collected
in advance regarding commodities likely to attract excise in order to
help in framing estimates correctly. The Committee trust 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 recommen-
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dations of the Committee, the variation which has been showing a
tendency to increase year after year would show a decline.

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

The Public Accounts Committee's observations have been noted.
Adecuate statistical information in available in respect of commodi-
‘ies already under excise but this is no! 50 in re pect of new excises

where on account of the need for secrecy the enquiry has to be
limited in its scope.

[F. No. 36/30/64-CX.1.]
Recommendation

The Committee feel that sin~e the duty on sugar had been im-
posed as far back as 1934, the Excise Departnient should have enough
knowledge and experience about its growth, seasonal variations etc.
They hope that the trades would be assessed better after frequent

consultations with the Ministry of Food and Agriculture and the esti-
mates framed more realistically.

[S. No. 33 of Appendix XVII 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 mormal increase of production and consumption which is obvi-
ous.

[S. No. 34 of Appeadix XVII to 27th Report (1964-65).]

The jute industry is a well-organised one, units of production are
limited and the fiqures of export and home consumption are readily
available. In the circumstances, the Committee are surprised that the

estimate could not be framed more realistically. They trust that the
future estimate would be more precise.

[S. No. 37 of Appendix XVII to 27th Report (1964-65) .

ACTION TAKEN

The Public Account Committee’s observations have been noted.

[F. No. 36/30/64-CX.1.]
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Reeommendation

In regard to variation of 75 per cent the Committee were informed
that the cess was administered by the Department of Mines, who
maintained the accounts, prepared the estimates and passed on the
same directly to the Budget Section, Department of Economic
Affairs, and, therefore, the Department of Revenue did not come 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 would
have liked the reasons for the variation to have been furnished to the
Committee by the witnesses appearing on behalf of the Department
of Revenue, by having necessary Coordination with the concerned
Ministry. They hope this would be done in future.

[S. No. 35 of Appendix XVII to 27th Report (1964-65)]

ACTION TAKEN

As was cxplained earlier to the Committee, the duty on coal and
coke is levied under the Coal Mines (Conservation and Safety) Act,
1952 (XXIT of 1952) and Ministry of Steel & Mines are concerned
with the same. That Ministry maintain the arccounts, prepare the
estimates and transmit the same directly to the Budget Division in
the Department of Economic Affairs, This Ministrv as such is not
in a position to offer any useful comments on the variations in the
revenue estimates and actuals relating to this item. If this Minis-
try is brought into picture, it is feared that it mav only add to delays.
On the other hand if the issues connected with these cesses are pur-
sucd directly with the Ministry of Steel and Mines and their wit-
nesses are also heard by the P.A.C. it would make for greater expe-
dition and more effective remedying of deficiencies pointed out by
the Committee in the course of their deliberations. The Comptroller
and Auditor General of India who was consulted also agrees with
the view expressed above.

[F. No. 36/29/64-CX.1]
Recommendation

Committee would like the discrepancy to be reconciled in consui-
tution with the Audit and the correct position intimated as soon as
possible.

[S. No. 36 of Appendix XVII to 27th Report (1964-65).]
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ACTION TAKEN

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 receipts under
‘rubber’ assessable under the Indian Rubber Act, 1947 to the head
of accounts pertaining to “Rubber Products” assessable under the
Central Excises and Salt 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-CXI]

Recommendation

The Committee view with concern large variations under some
minor heads particularly 30:54 per cent. under sugar, 25:4 per cent.
under diesel oil, 341 per cent. under Iton and Steel Products. They
feel that determined efforts are necessary to check this trend of un-
der-estimating of revenue of excise duties under different minor heads.
They suggest that machinery for collecting statistics of production
and consumption of commodities liable to excise duties should be
strengthened so that estimates are based on a more realistic data.

[S. No. 38 of Appendix XVII to 27th Report (1964-65)]

ACTION TAKEN

The Public Accounts Committee’s observation; 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 heading “Tron and Steel Products” Para 40, Item 7 of the
27th Report).

[F. No. 36/30/64-CXI].

Recommendation

The Committee are alarmed at the extremely inadeqnate inte~nal
audit organ‘sation existing in the Central Excise Department as re-
vealed by the Report of the Central Excise Re-organisation Commitiee
and as admitted by the representative of the Central Board of Excise
and Customs during evidence and also as disclosed by the varied
nature of mistakes that escaped the scrutiny of the internal audit. The
Committee cannot view with equanimity under-assessments to the
ertent 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
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under-assessment and losses being necessar.ly of a much higher order.
The Committee appreciate that as compared to Custom Houses. the
Cen'ral Excise ranges and circles are spread all over the country. At
the same time, the present .“tuation where even a basic minimum num-
ber of internal audit staff aprears .: Lo Tirking. calls for exrpeditious
action to strengthen the meernal audiv organisation as a whole. The
Commiittee trust that “jovernment would lose no t'me in strengthen-
ing the internal audit o-ganization in the Central Excice Department
in the light of the recommendations of the Central Excise Re-organi-
sation Committee, 1963, so thar adequate safeguard are provided
against leakages of public revenues.

[S. No. 39 of Appendix XVII to 27th Report (1964-65)].

ACTION TAKEN

The Government have under conciderat’on a scheme for the imple-
mentation of the recommendations of the Central Excise Re-organisa-
tion Committee in regard to the strengthening of the Internal Audit
Organisation in the Central Excise Department. The main features
of this schemc are that the Audit and Accounts staff functicning in
the Collectorates and Cusiom Houses. will form a separate cadre
under the technicul control and guidance of an independent Directo-
rate of Audit. Pending examination of the full implications of such
a long term scheme in all ity aspects, certain interim measures for
the strengthening of the internal audit organization in the Central
Excise Department are under examination on an urgent basic. The
measures envisaged are: —

(i) The amalgamation of the Regional Audit which looks after
the auditing of sccounts of factories producing excisable
commoditics which are under audit type of conirasl and the
Internal Audit Department.

Y

(ii) The augmentation of the number cf audit parties.

(iii) The upgra-dation of the status of the Examiner from Super-
intend»»* »7 Ceniral Excise to an Assistant Collector.

[F. No. 3/6/65-Ad.IV.]

Recommendation

The Committee were informed that one of the three cases is suh-
judice. They would like to know the result thereof. They would aiso
like to be informed of the latest position in the other two c1ses with
particular reference to the recovery of the amounts involved.

[S. No. 40 of Appendix XVII to 27th Report, (1964-65)].
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ACTION TAKEN

The matter is still sub-judice in one case. The amount invuived 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. 15742 '64-CX.1V].
Recommendation

The Committee are of the opinion that the orders of the Board
should have been more specific. They take a serious view of Collec-
tor not complying with the Board's orders and proceedings on the
hasis of his own interpretation. The Board's orders should be scrupu-
lously carried out, and not circumvented by the exercise of discre-
tionary powers. The Committee note that there are standing instruc-
tions by the Board that in cases of doubt, the demand should be raised
first and then the matter should be referred to Government. Serious

notice should be taken of case« where these instructiong are not nh-
served,

[S. No. 41 of Appendix XVII to 27th Report, (1964-65).}
ACTION TAKEN

The views of the Committee have been noted and in reiteration
of existing in-tructions it has been enjoined upon the Collectors that
in doubtful cases. they should first raise the demands and then seek
clarification of their doubts.

[F. No.18/8/64-CX.IIT].

Recommendation

The Committee are far [ om happy to note the manner in which
this case has been dealt with ty the Collector. B is very unfortunate
that the Collector could not appreciate the revenue implications of
the voluniary paymen: offered by the assessee in this case. While
they have been assured by Government that there had been only e
excess of jurisdiction by the Collector and no motivation behind it,
the Committee take a serious view of the incorrect action on the part
of the Collector in granting an unauthorised concession. The Com-
mittee desire that strict instructions should be issued in this behalf,
and cuses where the subordinate officers are found to exceed the juris-
diction should be taken serious notice of. The Committee would like
to be informed of the progress of realisation of the demands raised in
this case.

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

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

2. As regards the recovery of Government dues, the licensee has
not honoured the demands but ha- instead, filed a Special Civil Appli-
cation in the High Court of Gujarat again:t the demands and an
ad interim stay against enforcement of the demands in question has
also been issued by the Ccurt. The Collector has been in tructed t»
oppose the special civil application and to try to get the ad interim
stayv order also vacated.

(Approved by Secy.).
[F. No. 24/17/63-CX.VI].

Recommendation

The Committee would like to he informed of the outcome of the
disciplinary proceedings initiated against the officers concerned. and
the progress of collection of the demands raised in regard to the three
mills.

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

ACTION TAKEN

The matter is under examination.
[F. No. 18/7/64-CX.T11].

Recommendation

The Committee note that the officers responsible for the failure to
detect the deliberate under-valuation have been censured and that th.
entire amount has since been realised. The Committee suggest that
in cases where the manufacturers deliberate'y under value the <am-
ples with g 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, 1944, for supplying wrong information.

[S. No. 43 of Appendix XVII to 27th Report, (1964-65) )
ACTION TAKEN

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

[F. No. 36/2/63-CX.Y].
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Recommendation

(i) As the matter is not free from doubt, the Committee suggest
thar sample of the gas may be analysed by the Chief Chemist attach-
ed to the Central Board of Excise and Customs, and an authoritative
opinion obtained whether the gas is of refrigerant quality or not.

(ii) The Committee also recommend that when new commodities
are added to the Tariff List. the technical specifications should be vre-
perly defined so as to remove all doubts.

[S. No. 44 of Appendix XVII to 27th Report (1964-65).)

ACTION TAKEN

(1) The laboratory attached to the Central Board of Excise and
Customs is not equipped with the apparatus for testing Sulphur dio-
xide gas for its refrigerant quality; attempts are being made to get
it tested elsewhere, e.g.. in the Alipore Test House.

(ii) Recommendation of the Cemmittee is noted.
[F. No. 7/23/64-CX.VII].
Recommendation

A similar lapse was noticed last year (vide para 27, Twenty-first
Report, Third Lok Sabha) Prompt action should have been taken in
the present case to send the manufactured articie for test, the mo-
ment the duty on packing paper was raised. The Committee find that
since the Collector issued the revised order in September, 1961, the
revenue could have been realised from July onwards but they regret
that this was not done. The Committee hope that such lapses will be
scrupulously avoided in future.

[S. No. 46 of Appendix XVII to 27th Report, (1964-65).]
ACTION TAKEN
The observations made by the Public Accounts Committce hLave
been noted.
[F. No. 22/30/64-CX.VI]

Recommendation

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 of
the officers 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).]
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ACTION TAKEN

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

[F. No. 1/20/63-CX 1I]
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 demads 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 of Appendix XVII to 27th Report (1964-65)]
ACTION TAKEN

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

[F. N. 1/26/63-CXII]
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 demands 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 de-
mands made may be intimated to the Committee.

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

Disciplinary action against two Assistant Collectors and one
Superintendent of Central Excise concerned though initiated was
subsequently dropped on the advice of the Central Vigilance Com-
mission.

The position regarding recovery wherever due is as indicated in
the enclosed statement.
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Statemens showing the position regarding the Realisation of Demands raised

Particulars of Demands

Rs.

Remarks

Amount of demands

raised.
Amount realised

Amount withdrawn

4. Amount pending
realisation

7,82,856-¢2

. 7 33,070°24

386-95

74939933

Withdrawn as the
dhobi bleached
cloth was only
finished and
stentered subs-
equently.

(1) 6 cases are pend-

ding at hearing
stage.
(1) In  two cases

appealable orders
issued.

(5i5) In ten cases
parties have filed
appeal/revision
petition.

(sv) In two  cases

party has gone to
the High Court.

Total

Amount
Involved
(Rs.)

3,68,077:08

60,457 52

2,41,45282

79,411+ 91

74939933

347 (aii) LS—T.
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Recommendation

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

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

The observations of the Committee have been carefully noted.
[F. No. 18/31 64-CXIII]

Recommendation

The Committee regret to note that the irregularity of issuing
three separate licences, though there was only one manufacturing
company, had been continuing for 19 years (from 1944 to 1963).
This resulted in an unintended concession, as pointed out in the
Audit para. It is obvious that the concession was intended to bene-
it comparatively small manufacturers. It is strange that the device
adopted in this case to extend this benefit to two companies which
in no way could be regarded as actual manufacturers went unnoticed.
The Board came to know of this irregularity only when a Collector
pointed out in 1962 that another factory was claiming a double con-
eession on the same analogy. The Committee suggest that a system
should be introduced whereby all old order of the C.B.R. are review-
ed at regular intervals to guard against a repetition of such a contin-
gency. Besides this the need for an amendment of the definition of
“Manufacturer” may be examined and suitable action taken in the
light thereof.

[S. No. 50 of Appendix XVII to 27th Report (1964-65)]
ACTION 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
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Central Board of Excise & Customs to examine in detail the exact
circumstances in which ihe classification was changed in February,
1961 shortly before the duty on this very item was raised, with a
view to satisfy itself that no mala fides were involved.

[S. No. 52 of Appendix XVII to 27th Report. (1964-65)1
ACTION TAKEN

The Central Board of Excise and Customs has examined in detail
the exact circumstances in which the Superintendent of Central
Excise concerned had changed tho classification of Poster Paper at
the particular point of time. and s satistied that no mala fides were
involved in this case.

[F. No. 22]31/64-CXVI]

Recommendation

This case points to the need for greater vigilance and solicitude
for public revenue on the part of the Central Excise officers. The
Committee are unhappy to note that when rectification was sought
to be done, the claim had become time-barred. They hope that such
mistake would not be repeated. Also, the Committee cannot appre-
ciate the undue delay in initiating and completing the departmental
action '

[S. No. 53 of Appendix XVII to 27th Report (1964-65) ]
ACTION TAKEN

The observations of the Committee have been noted. Steps have
also been taken to re-emphasise the need of the supervisory officers
playing an increasingly greater and more dircct part in the interpre-
tation of the Central Excise 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 be 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)]
ACTION TAKEN

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. 22/8/64-CXVI]
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Recommendation

The Committee are not convinced by the arguments put forward
in justification of the fixation of a tariff value in this particular case.
There were only 13 types of vehicles in this category and the assess-
ment of each vehicle according to its wholesale price should not
have tnvolved any difficulty, Whereas Parliament had approved of
an excise duty of Rs. 2500 per vehicle or 124 per ceat ad valorem,
whichever is higher, Government fixred a tariff value which was far
less than the wholesale price of many rvehicles in this category.
Apart from the loss of revenue suffered. this also amounted to cir-
cumventing the Parliament’s imtention by erecutive fiat, which the
Committee cannot view wi‘h equanimity. Had the duty been levied
on the basis of actual wholesale prices, Government would have
gained Rs. 30-45 lakhs over the period 1st July, 1960 to 31st March,
1962 in respect of rehicles manufactured by this concern. The net
gain to Government would have been Rs. 11:51 lakhs more in res-
p ct of all units over this period. The Committee regret that Gor-
ernment’s action has resulted in loss of revenue of this high order.
Also, the argument put forward by the Ministry that the loss to
the revenue in respect of this concern was compensated (partly) by
a gain in respect of other manufacturing concerns makes the position
worse. It is inequitable that the burden of taxr should thus be shif-
ted by an executive order from one party to another, thus frustra-
ting the declared intention of Parliament.

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

“Under the present scheme, Parliament has delegated to Govern-
ment the power to fix tariff value for goods assessable ad valorem.
It has been represented to us that. by doing so, Parliament has dives-
ted itself unwittingly of its financial quthority, and has not provided
any mechanism for keeping itself informed of the results of the
exercise of such delegated powers. The determination of tariff
values is fraught with difficulties more particularly where large and
small scale producers are involved in the same industry. An
average rate would hit the small producers and give a larger margin
of profit to the bigger producers. A tariff value economical to small
scale producers would only 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 tariff 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 in deter-
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mining ad valorem duties is unfortunately placed immediately after
Section 3(2) which authorises Government to determine tariff
values. Following the example provided by the recent Customs Act
it should be made clear that the provisions of Section 4 are not t¢
overr.de or affect the exercise of Government’s powers under Section
3 (2) "y

The Committee are also in agreement with another observation of
the Central Excise Re-organisation Committee, 1963 made elsewhere
(para 8, page 27 of their Report) that it is not wholly correct to
dilute parliamentary authority in the field of taxation by executive
fiats, however, desirable the purpose.

In view of anomalies brought out in the Audit para under consi-
deration, and in the light of their observations thereon. the Com-
mittee strongly desire that Government should give their early
attention to this question and take necessary remedial action under
advice to the Committee.

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

ACTION TAKEN

The notification fixing the tariff values which are the subject of
the comment made by the Public Accounts Committee in 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 3l1st
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. 15/43/64-CX1V]
Recommendation

The Committee had expressed 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
years. The Committee find that no such progress has since been



made in this matter. They desire that vigorous steps should be taken
to recover the dues wherever possible and to write off the irrecover-
able arrears. Similar action should be taken with regard to the
arrears under other heads.

[S. No. 56 of Appendix XVII to 27th Report (1964-65) ]..

ACTION TAKEN

The observations of 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.T}.

Recommendation

The Committee are glad that during 1962-63 there were increased
collections under Corporation Tax and Income Tax due, inter alia,
to (i) large advance collections, (ii) completion of a large number
of provisional assessments and (iit) special drive undertaken by the
Department for collection of arrears. The Committee find, how-
ever, that the difference between the Revised Estimates and the
Actuals was Rs. 32,56 crores under Corporation Taxr and Rs. 149
crores under Income Tax, whereas the variation between the
Budget Estimates and the Revised Estimates was Rs. 9.05 crores and
Rs. 8.15 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 during
1962-63. These variations are very much on the high side, and the
Committee hope that efforts would be made to improve the budget-
ing technique and arrive at more accurate estimates of the receipts
under both these taxes.

[S. No. 1 (Para 2) of Appendix VII to 28th Report (1964-65)].
ACTION TAKEN

The observations of the Committee have been noted.

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

[F. No. 83/5/65-1.T. (B)].
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Recommendation

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 had increased
from 91 to 129 and the amount involved from Rs. 6.96 lakhs to Rs. 85
lakhs. The Committee trust that the Income-taxr Officers would act

with speed so that the number of time-barred cases would be reduced
to the minimum,

[S. No. 3 (Para 4) of Appendix VII to 28th Report (1964-65)].

ACTION TAKEN
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. 83/5/65-1.T.(B)].
Recommendation

From the note submitted by Government stating the action taken
on the Committee’s recommendations in their Sixth and Twenty-
first Reports regarding the clearing of arrears, the Committee find
that (i) Government have impressed on all Commissioner of Income-
tax, the necessity of making an all-out effort for collecting arrears;
(ii)in order to avoid accumulation of arrears g 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 taxr 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
preventizj future accumulation of arrears, the Committee are con-
cerned with the past arrears, which are of the order of Rs. 270.43
crores as on 31-3-1963. They are glad to note that as regards old ar-
Tears, the percentage of collectior in 1962-63 (Rs. 75.26 crores out of
the arrears 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 collactions should
not be allowed to accumulate.

[S. No. 58 (Para 67) (ii) of Appendix VII to 28th Report (1864-65)].
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ACTION TAKEN
The observations of the Committee have been noted.

(This has been vetted by audit ride Shri Gauri Shankar's D.O.
No. 610-Rev./176-83 dated 27-2-65).

Recommendation

While there is some improvement in the total number of cases per
annum, in which the assessments were completed, the percentage has
been falling. The Commitlee 1iew with concern the progressive dec-
line in the percentage of assessments completed from 1958-59 (71.2
per cent in 1958-59 69.6 per cent in 1959-60; 66.1 per cent in 1960-61;
64.8 per cent in 1961-62 and 59.4 per cent in 1962-63). The number of
cases pending disposal in respect of 1962-63 comes to 40 per cent of
the total cases for disposal. There are 9.09 lakhs of cases pending with
Income-tax Officers and the net demand locked up is estimated to be
of the order of Rs. 8.77 crores. This is not a very satisfactory position.
The Committee hope that as a result of the steps taken by Govern-
ment regarding smuall income cases (6.21 lakhs out of the total of $.09
lakhs cases) . and a vigorous drive which the Commzittee desire should
be launched to clear arrears of assessment (lest recovery should
become time-barred), the declining trend would be reversed and the
percentage of assessments completed would rcord a significant im-
provement during the coming year.

[S. No. 59 (Para 68) of Appendix VII to 28th Report (1964-65)1
ACTION TAKEN
The observations of the Committee have been noted.

(This has been vetted by Audit vide D.O. No. 516-Rev./265 dated
17-2-65).
[F. No. 83/5/65-1.T. (8)1

Recommendation

The Committee are surprised to find out that the test-audit of
82,495 cases (6 per cent of the total number of 13.81 lakhs assessees)
has revealed under assessments to 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 in procedure. The large number of
cases involving under-assessment to the tune of Rs. 229 crores
clearly establish the necessity of streamlining administrative
machinery and the Committee suggest that eflective steps should be
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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-taxr Officers is the heavy work-
load. Considering that there are 13.81 lakhs of assessees to be asses-
sed by about 1300 officers the work-load on each Income-tax
officer on an average comes to about 1000 cases a year has been con-
sidered high by the Santhanam Committee in its report on preven-
tion of corruption {item ix page 272). Any streamlining of the admi-
nistrative machinery must take into account the need to reduce the
work-load with a view to obtaining optimum efficiency. The note
that the functions of the Internal audit have been enlarged so as to
include the checking of mistukes of law or rates, besides verifying
the arithmtical calculation of the tax.. The Committee trust thut
with the enlargement in the nature of the duties performed by the
Internal audit. there will be significant improvement in prompt
detection of cases of over-assessments and under-assessments. They
also suggest that in future individual cases, involving and under-
assessment beyond a certain amount (say Rs. 10,000) should be in-
vestigated in detailed and action taken against officers concerned, if
under-assessment is found to be due to their negligence or non-
observance of rules or malafides.

In respect of under-assessment of taxr and loss of revenue of
Rs. 10,000/- and more in individual cases, pointed out by Audi?, the
Committee would like to be informed as to in how many cases: —

(i) the same 1.T.O. was responsible for mistakes in more than

one case commented upon in the present Audit Report;
and

(1i) the same 1.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 Statutory
audit.

[Sl. No. 2, Para 3 of Appendix VII to 28th Report.}j
ACTION TAKEN

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 Commissionerg of Income-tax that individual cases
#nvolving in under-assessment beyond Rs. 10,000/~ should be investi-
gated in detail and action taken against the officers concerned it
the under-assessment is found to be due to their negligence or non-.
observance of rules or mala fides. vide letter No. 83/6/65-1.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 I.T.O. was responsible
for mistakes in more than one case commented upon in

the Audit Report 1964.

Number of cases in which the same 1.T.O. who has committed
mistakes pointed out in the audit Report, 1964 also com-
mitted mistakes pn'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 O. No. 4091-Rev. Audit/95/
63-11, dated 18-12-1965).
[F. No. 83/49/64-1.T.(B).]

F. No. 83/6/65-1.T.(B)
CENTRAL BOARD OF DIRECT TAXES
New Delhi, the 6th Feb., 1965.

From

Shri Wasiq Ali Khan,

Secretary, Central Board of Direct Taxes.
To

All Commissioners of Income-tax,

(By Name),
Sir,

SusJect: —Audit of Central Revenues by the C.A.G.—Detection of
mistakes—Exp anation of officials coucerned 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
say that in partial modification of the instructions contained in their
letters F. 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 revenue 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. '
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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 officers concerned if the under-assessment is
found to be due to their negligence or non-observance of rules or
malafides. Therefore, in such cases the explanations of officers 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
1.A.Cs. should also be held equally responsible.

4. When awarding punishment to offieers the number of caces 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. 14/4/63-1.T. (Pt.), dated 19.2.1964, Com-
missioners were acked 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 Commissioners send
these quarterly statements very late. As only the cases in which a
final decision has been taken by the Commissioner during the quarter
hag 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 Taxes.

Copy forwarded for information to:—
1. All D.Is. with 4 spare copies,
2. Shri S. N. Kohli, A D.ILR.S.P. with 2 spare copies.
3. C.A.G. New Delhi with 20 spare copies.
4 All Officers and Branches of the I.T. Wing.
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STATEMENT ‘A’

QOnarterly Statement of Explanations regarding Revenue Audit objections
involving Rs. 10,000/- and &bove.

S.No. Name of Amount G.I.R.No. Brief Brief C.I1.Ts

the official of tax and Name Nature of nature orders
responsi- under- of the of the there-
ble for asscssed.  assessee  mistake  explana- on
mistake. tion,

' 2 3 4 5 6 7

STATEMENT ‘B’

Quarterly Statement of Explanations of Officers in connection with inrernal
Audit Objections involving Rs. 10,000~ and above.

CLT. CHARGE...... ... ... ...
SNo. Nameof Amount G.IR.  Brief Brief C.LTs
the Oficial of tax No. nature nature ordars
responsi- under- and name of the of the there-
ble asscssed.  of assess- mistake.  explana-  on.
for the ec. tion.
mistake.
I 2 3 4 S 6 7

STATEMENT C’

Quarierly Statement of Action iaken against the Officials of the internal
Audit pariies under the Revenue Audit have found mistakes involving over Rs.
10,000/-.

CLIT’s CHARGE..................

S.No. Name of Amount G.1.R. No. Brief Brief Cl1Ts
the of tax and name nature nature orders
official under of assess- of the of the there-
responsi- assessed. ee. mistake. explana- on.
ble for tion.
the
mistake.

b 2 -3 4 5 6 7
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Recommendation

The Committee are given to understand that under-assessments
on account of mistakes in working out the total income or taxr have
been frequently noticed in audit., and these mistakes could have
been aroided if the officers were a little more careful. The Com-
mittee hope that the Central Board of Direct Taxes would take
effective steps to eliminate such mistakes.

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

ACTION TAKEN

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. 36/5/64-1.T.(A-I) dated 16-5-1964.
(c) F. No. 36/5/64-1.T.(A-I) dated 16-5-1964.
(d) F. No. 36/31/63-1.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. 83/42/65-1.T. (B).]
F. No. 38/5/64-1T (Al)

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,

SussecT: —Irregularities noticed by the Audit Parties of the Com-
ptroller and Auditor General—Twenty-first Report of ‘the
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Public  Accounts Committee (1963-64) —Instructions
regarding—

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 Public
Accounts Committee (1963-64) which considered the Audit Report
(Civil) on Revenue Receipts, 1963, 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
recurrence of such irregularities in future. The types of irregu-
larities referred to in Audit which need remedial measures are set
out below:

(a) Incorrect working of Development rebate:

According to the provisions of Section 34(3) (a) of the Income-tax
Act, 1961, the primary condition for admissibility of development
rebate is that an amount equal to 75 per cent of the rebate to be
actually allowed is debited to the profit and loss account of the rele-
vant previous vear and credited to a reserve account. It was
observed that in many cases development rebate had been allowed
even theugh this primary condition of creating a development 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 revised Record of
Depreciation and Development rebate already prescribed by the
Board, as referred to in Board’s letter F. No. 13/37/61-IT(AI) dated
the 8th April, 1964, as a remedial measure for avoiding such tvpes of
errors. Annexure II of the Record prescribes the Form in which
details are to be maintained with regard to the allowance of 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 II 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 (1963-64), it
was noticed that in as many as 472 cases, mistakes had been com-
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mitted in the calculation of depreciation allowances resulting in under-
assessment of tax to the extent of Rs. 24 lakhs. The Department’s
explanation that in a large number of cases the mistakes had arisen
because there was difficulty 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
sirengthening of the Internal Audit Checks, the staff dealing with

the calculation of depreciation 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 Commissioners are aware, the Board have
since prescribed, as a remedial measure, a revised Record of Depre-
ciation which 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 theivof, Income-tax Officers 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 case. Income-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 Income-tax Officers can then easily check up the correctness of
the depreciation allowance claimed. The Board feel that with a little
more vigilance 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
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nature of allowance (whether initial, normal or additional deprecia-
tion) should not exceed the actual cost of the plant, machinery etec.
It 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 depreciation record was not adequate for record-
ing the varinus details. The revised depreciation record since pres-
cribed by the Board, provides for full details being recorded. There
are also separate annexures for recording adequate details regarding
initial depreciation and development rebate. Particular attention is
invited to Annexure 1 of the Record of Depreciation. In order to
verify that the aggregate of all deductions in respect of depreciation
made, including the initial depreciation allowance, does not exceed
the actual cost 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 Annexure I. Care must invariably be taken to see that the
aggregate of allowances in column 5 does not exceed the cost in
column 2 of the Annexure in any year. The Board also desire that
whenever the Internal Audit Parly 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 be looked into. In cases of big assessees having total
fncome exceeding a lakh of rupees, they must also invariably check
up, for the vears 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) Non-levy of special surcharge on unearned income:

The Finance Acts have from year to year prescribed levy of a
special surcharge at a certain percentage of the tax (at 15 per cent
upto the assessment year 1963-84 and at rate varying from 12§ 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
to be levied on the share income of the partners who were not
actually engaged in the conduct of the business of the firm. The
total number of such cases noticed by the Audit was 605 involving
short levy of tax to the extent of Rs. 64 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 Officer assessing the firm must always investi-
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gate the question whether each partner of the firm is actually acti-
vely engaged or not in the conduct of the business of the firm, and
intimate his finding in that behalf to the Income-tax Officers asses-
sing the various partners. The Income-tax Officer 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 this requirement
has been complied with in the cases of firms.

(e) Mistakes in computing total :ncome or tax:

In one case it had been observed that while giving effect to the
Appellate Tribunal’'s order, the Income-tax Officer 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
unger-assesstrent of tax in this particular case amounting to over
Rs. 1 lakh.

It is essential that Income-tax Officers should exercise proper care
in carrying out rcvisions of assessments 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 the course of his inspections, the Inspecting Assistant Com-
missioner must take up verification of Income-tax Officer's orders
giving effect to appellate decisions which involve a reduction in
income <f an amount exceeding Rs. 50,000.

(fy Mistakes in allowing credit on account of the advance payment
of tax:

1t was noti ‘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 found in Chapter
XIV (a) of Office Manual, Vol. II, Section II. The Board desire that
these instructions should once again be brought to the notice of
Income-tax Officers 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 fina] assessment notably
by reference to the original chalans which must be placed on the file

347 (aii) LS—8.
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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 remedial
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 Taxes.

F. No. 35/5/64-IT(Al)
GOVERNMENT OF INDIA

CENTRAL BOARD OF DIRECT TAXES
New Delhi, the 16th Mau. 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 the
various irregularities noticed by the Audit Parties of the Comptroller
and Audiled General while conducting the audit of the revenue
receipts of the Income-tax Department. These observations of the
Committee are indicated below. It 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-
marised beolw: — ,
(a) Irregularities in the g'rdnt of depreciatiagn dllowaﬁc_e:

“The Committee regret to point out that this is another case
where the change made with effect from the year 1954-55
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withdrawing the concession of extra shift allowance at 100
per cent was ignored by the Departmental Officers”.

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

“The Committee are not a little surprised to find that while the
assessee itself returned a dividend of Rs. 1,38,885 the
Income-tax Officer 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 payable 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 prescribed 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-taxr Act, 1961:

“The Committee are surprised how the Income-tax 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 Officers would be
more careful in future”.

(e) Under-assessment of tax on 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 cases covering assessment years 1958-57 to 1960-61
involving total amount of tax of Rs. 741 lakhs out of
which tax tb the extent of Rs. 2:89 lakhs related to 14
cases. The intimations in these cases had been lying with
the Income-tax Officers for 6 months to 33 years. The
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Committee also take serious note of the failure 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 Income-tax Officers
in future”.

3. The Board desire that it must be brought to the notice of the
officers that a serious view will be taken if such irregularities are
allowed to recur in future.

Yours faithfullv,
Sd/- G. R. DESAL
Secretary, Central Board of Direct Taxes.

F. No. 36/5/64-IT (AI)
(GOVERNMENT OF INDIA
CENTRAL BOARD OF DIRECT TAXES
New Delhi, the 16th May, 1964.

From

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

To
All Commissioners of Income-tax.
Sir,
SuBJECT: —Income from property—Determination of bona-fide annual

value.

According 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
as 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
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that in a large number of cases this aspect was overlooked with the
result that even where the bona-fide annual value had been taken
with reference to the municipal valuation, deductions on account of
such common service charges 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 cases 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, 1064

Yours faithfully,
Sd/- G- R. DESAI,
Secretary, Central Board of Direct Taxes.

F. No. 36/31/63-IT (AI) (ITT)
GOVERNMENT OF INDIA

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

From

The Secretary,

Central Board of Direct Taxes.
To

All Commissioners of Income-tax.
Sir,

SussecT: —Failure 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 before the
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assessment of the firms was completed were not reopened for taxing
the corre:t ghare incomes on receipt of information relating to such
income from the Income-tax Officer 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 rectification 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,
1959] for noting cases in which such share incomes are provisionally
assessed 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 assessments are
made on the basis of provisiona] 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-to-date so that recurrence of such 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 officers concerned.

3. It is also necessary that the Internal Audit Parties and the
Inspecting Assistant Commissioners be instructed to make a special
check as regards the proper maintenance of the register prescribed in
this regard when they take up district/circle/ward,

4. The receipt of this letter may please be acknowledged.

Yours faithfully,
Sd/- G. R. DESALI,
Secretary, Central Board of Direct Tares.

Copy to DI. (IT)/D.I1.(Inv.)/D.I.(R.S.&P). New Delhi.

Recommendation

The case referred to in para 45(a) of the Audit Report discloses
a certain amount of negligence on the part of the Income-tax Officer,
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 were in-
formed that this case had not been checked by Internal Audit, Even
under the old instruction the Internal Audit party had to conduct a
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cent per cent check of cases in which the assessed tax exceeded
Rs. 10,000. The Committee would like to know why this case where the
assessed demand exceeded Rs. 1 lakh was not audited by the Internal
Audit.

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

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 oi 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 in
checking by the Internal Audit Parties.

[Duly Vetted by Audit]
[M.F.(D.R)U.O.F. No. 36/19/63-IT(AT(T) dated 16-10-65].

Recommendation

7. According to the provisions of the Income-tax Act and the
double taxation agreement entered into between India and Pakistan,
relief is admissible on income which is taxable both in India and
Pakistan at lower of the two rates prevailing in the two countries.
Pending settlement of such relief, the assessing 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 of
Rs. 46,18,544 for the assessment year 1959-60. Of this, Rs. 12,43,526
was income from India and the balance was derived from Pakistan.
Pending settlement of tax relief, the Income-tax 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 515 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 appropriate 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



116

was proposed to be adjusted against some refund due to the company
earlier.

In a note furnished subsequently to the Committee iy was stated
that the mistake occurred due to rush at the end of the financial
year and that the officer concerned had heen warned. The explana-
tion about rush of work etc. is not quite convincing. The Committee
take a serious view of such mistakes and Jiove that necessary steps
will be taken to avoid their recurrence.

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

ACTION TAKEN

Additional demand raised as a result of audit objection has sinre
been collected in full,

Necessary steps have also been taken to ensure 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 mistakes
involving revenue exceeding Rs. 10,000 are 1equired to be investigated
in detail and action taken against the erring officers. The Inspecting
Assistant Commissioners who approved the draft assessment orders
or inspected the cases are also held responsible for their failure to
detect the mistakes. The Commissioners 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 facts of each case hut repeated mistakes by
the same officer will call for more severe action. The action taken
is required to be reported to the Board at quarterly intervals, and
these reports are scrutinised 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. Training
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.]
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Recommendation

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 of the progress of recovery of
the demand in this case.

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

ACTION TAKEN

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

Assessments of the partners have also been rectified. 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 other firms.

(Duly vetted by Audit)
[U.0. F. No. 36/19/63-IT (AI) Pt. I dated 26-5-1965].

Recommendation

In view of the fact that lapses in computing super-tax payable by
companies are on the increase, the Committee would suggest that a
general review may be undertaken and suitable instructions issued
to the assessing officers.

[S. No. 10 (Para 11) of Appendix VII to 26th Report (1964-65)].

ACTION TAKEN

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 196162, 62-63 and 1963-64 and it will extend to all
cases of companies with income exceeding Rs. 25,000.

Suitable instructions have been issued oy the Central Board of
Direct Taxes—a copy of which is enclosed.

(Duly vetted by Audit)
[F. No. 36/38/63-IT(AI), dated 3rd June, 1965].
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F. No. 36/2/65-IT(AI)
GUVERNMENT OF INDIA
CENTRAL BOARD OF DIRECT TAXES
New Delhi, the 9th March. 1965.
From

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

To
All Commissioners of Income-tax.
Sir,
SusJecT: —Mistakes in the computation of super-tar payable by the

companies.

1 am directed to say that the scrutiny of the various cases made
by the Audit parties of the Comptroller and Auditor General has
revealed that there are a large number of cases where there have
been omissions and lapses in the computation of super-tax payable
bv companies. In some cases reduction in super-tax rebate had
either heen incorrectlv calculated or been omitted to be calculated
and in other cases unabsorbed reducing of rebate was not calcu-
lated:; carrie-l forward and set off in the later vears against the super-
tax rchate on the ground that the company had no positive income in
the vear. Tt appears that the provisions regarding reduction in
rebate are not very clear to seme of the officers in spite of instructions

issued in this regard.

2. The provisions regarding reduction in rebate on the basis of
declaration of dividends in excess of 6 per cent of the paid up capital
were in {orce from the assessment year 1956-57 as envisaged in the
Finance Act 1956 to 1959. The provision regarding the carry for-
ward of reduction in rebate has of course been continued even under
the Finance Acts of later years. For the purpose of reduction in re-
bate, the Income-tax Officer has to see whether dividends declared
during the previous year relevant to the assessment year was more
than ® per cent of the paid up capital as it stood on the 1st dav of the
previous vear. The reduction in rebate has to be calculated on sucn
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 IT.
Act, 1922) irrespective of the inrome of the company, and
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(ii) all 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 vear, 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 case of a company in which
public are substantially interested and the income of such company
is less than Re. 25,000.

3. The above position has been clearly explained in paragraph
&(e) ot the Beard’s Circular No. 12-D of 1960 dated the 16th June,
1960. and was reiterated in the Board's endorsement F. No. 2/6/63-
IT(AD) dated the 13th November, 1963. In view of the fact that the
lapses in this connection continue to occur, the Board desire that
the attention of all the assessing officers should once again be drawn
to these instructions and they should be directed to ensure that such
mistakes do not take place hereafter and wherever mistakes are
detected for earlier years, they should be rectified,

Yours faithfully,
Sd/- G- R. DESAL
Secretary. Central Board of Direet Taxes.,

Recommendation

(1) The Committee would like to be informed of the final position
regarding recovery in the above cases.

(i1) The observations of the Committee regarding sub-para (a)
abore apply to the cases mentioned in this sub-para also.

[S. No. 11 (Para 12) of Appendix VII to 28th Report (1964-65)].
ACTION TAKEN

(i) The requisite information is given in the statement attached.

(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 (AI) dated 21-8-65].
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Position regarding recovery in 10 cases in which audit objections
have been accepted (mentioned in para 12 of the
PAC’s Report, 1964-65)

S.  Name of the assessee. Addl Amount recovered.
No. demand

raised.

Rs.

] M/s. Howrah Motor Co. (P) Ltd. R,100i- Fullv receovered.
2 M/s. Mewar Sugar Milis Lid. 3,000 - Do.
3 M/s. Turner Morrison Co. Ltd.  90,000:- Do.
4 M/s. Shalimar Paints Ltd. 6,20¢/- Do.
5 M/s. Metal Box Co. of India. 9,200/~ Do.
6 Shri Rajendra Milis Ltd. 13,136/~ Do.
7 M/s. M. G Bhagat & Sons Ltd.  4,390/- Adjustable against

the refund which
will be due
to the assessee
on completion
of its  assess-
ment for the

year 1963-64.
8 M/s. Oberoi Hotels Ltd. 1,729/- Not yet recovered.

9 My/s. Clevedon Tea Company 22,400/- Not yet recovered
owing to remit-
tance difficul-
ties form Pak-
istan.

10 M/s. Devan Port & Company 28,166/ Action time-barred.

Recommendation

The Committee would like to be informed of the outcome of the
investigation.

[S. No. 18 (Para 14) of Appendix VII to 28th Report (1964-65)]
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ACTION TAKEN

The facts have been ascertained from the Commissioner of
Income-tax, Patiala. It is understood from the Commissioner 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].
[F. No. 36/31/64-IT (AI) (IV), dated 27-8-65].

Recommendation

The Committee 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-
ly noticed in audit. The Committee therefore suggest that instruc-

tion may be issued that calculation of perquisite should be specially
checked by the Inspecting Officers.

[S. No. 16 (Para 17) of Appendix VII to 27th Report 1964].

ACTION TAKEN

Assessee has accepted the assessment of perquisite in his hand
and has paid in full the tax demanded on re-assessment.

Instructions have been issued to the Inspecting Officers 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. 14/59/83-1.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. I, dated 7th September, 1965].

[F. No. 14/59/63-1.T.(B) ]
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F. No. 14/59/63-1.T.(B)

CENTRAL BOARD OF DIRECT TAXES
New Delhi, the 25th March, 1965.

From
Shri Wasiq Ali Khan,

Secretary, Central Board of Direct Taxes.

To

A!l Commissioners of Income-tax.
Sir,
Sussect: —Taration of perquisites in the hands of Directors and

other highly paid employees—Omission and incorrect
valuation - -Instructions regarding—

The Revenue Audit 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 a number of cases in which perquisites have been
completely omitted in the income-tax assessments. Even though in
the assessments of companies, travelling expenses or other personal
expenses of Directors or their wives are disallowed as not relating
to the business, very often steps are not taken by the Income-tax
Oflicers assessing the companies to inform the Income-tax Officers
assessing the Directors of such disallowances, with the result that
the 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 Officers’ work.

Yours faithfully,
. Sd/- WASIQ ALI KHAN,

Secretary, Central Board of Direct‘ Taxes.
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Copy forwarded to:—

1. All D.Is with 4 spare copies,
2. Shri S. N. Kohli, ADIR.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 L.T. (A-I) Section.
Recommendation

The Committee would like to be informed of the opinion of the
Law Ministry and the instructions issued in the light thereof—

[S. No. 17 (Para 18) of Appendix VII to 28th Report (1964-65)].

ACTION TAKEN

The Law Ministry have advised that the view expressed by the
Audit is correct. Necessary instructions clarifying the correct
position have also been issued to all Commissioners of Income-tax
vide Board's letter F. No. 8/2/64-1T (Al). dated 17th February, 1965
a copy of which is attached.

(Duly vetted by Audit).
[F. No. 36/35/63-1T(AI), dated 31st May, 1965.]

F. No. 8/2/64-1T(AI)
(GOVERNMENT OF INDIA

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,
Sussect: —Computation of income from property—Determination of

annual value when property is jointly owned and used
by joint owners for their own occupation—

A question has been raised whether in cases falling under section
9(3) of the Income-tax Act, 1922/Se-tion 26 of the Income-tax Act,
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‘1961, where a property is owned by two or more persons 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 shouid be granted once only in respect of the propert’ as a whole,
in determining the share of each co-owner. The matter has been
carefully considered The position is that the first proviso to sub-
section (2) of seciion 9 of Income-tax Act, 1922, [corresponding
section 23(2) of the Income-tax Act, 1961} lays emphasis on the pro-
perty, is a unit, and not on co-ownership 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 less, only once, under the first proviso to sub-
section (2) of section 9 of the Income-tax Act, 1922, and such reduction
is not to be allowed separately in the case of each co-owner.

2. The above position may please be brought to the notice of all
the officers. The Income-tax Officers may also be advised to revise
the assessments if made on a different basis, wherever necessary,
cases which involve time-bar should be taken up for rectification
first so that there may be no loss of revenue in any case.

Yours faithfully,

Sd /-G. R. DESAI,
Secretary, Central Board of Direct Taxes.

Copy forwarded to:—

(1) DI (IT)/DJI. (RS.&P.)/D.I(Inv.).

(2) All Officers and Secrtions in Central Board of Direct Taxes.
Sd/- G. R. DESAI,

Secretary, Central Board of Direct Tares.

Recommendation

The Committee would like to be informed of the action taken
after the Supreme Court’s Judgment regarding: —

(i) the present case and (ii) such cases generally in future.
The Committee would also suggest that suitable instruc-
tions should be issued to all Income-taxr Officers in the
light of the judgment of the Supreme Court.

[S. No. 19 (Para 22) of Appendix VII
to 28th Report (1964-65)].
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ACTION TAKEN
M /s, Orissa Industries Ltd.

In the precent case of M/s. Orissa Industries Ltd., the assessment
has already been revised raising additional demand as under:—

VRO A SO - — e cc—— o 1 i 1+ A bt s et W

AY Dcmand

Rs.
1958-59 16,377
1439-50 51,540
1900-61 39,109
,07,026
Dm.and for the asses:ment year 1958-59 and 1960—61 has been fully

recovored.

Recovery of demand for the assessment year 1959-60 has
been siayed for the present.

2. The matter was examined in the light of the Supreme Courts
judz.ont in the case oif Mir Mohd. Ali (53 ITR 165). In the abowve
mentoned case, the Supreme Court have held that the word ‘me-
chinery’ has the sume meaning in all the provisions and it is ne
where pz'ovidcd that initial depreciation admissible under Sectiom
10(");via) of the Tncomeo-tux Act, 1922, of extra depreciation has to
be al:owed only in the case of installation of self-contained units of
plant and macainery. In view of this they have held that ‘diesal
errgines’ fitted in motor-vehicle is a ‘machinery’ which is ‘Installed®
and, taerefore, exira dopreciation is admissible on it. A machinery
is sa'd ‘o be installed where it is ‘inducted or introduced’ or placed
in ‘position’ for service or use.

3. Inwever, the view of the Income-tax Department has beem
that for allowinz the claim of development rebate on plant and
machinery under section 10(2){via) of the Income-tax Act, 1922 or
unier section 33 of the Income-tax Act, 1961, it is necessary that the
plant o~ machinery “hnu'd be capable of being installed indepen-
dent'v: in other words the plant or machinery should be a self-con-
taine~ unit. The Bamhav High Court in 37 ITR 142 and the Andhl'l
Pradash High Court in 50 ITR 202 have given decisions against the
Dena-‘ment. The last decicion in the case of Raju and Nannar ¥
now bafore the Supreme Court. "

Since the Supreme Court is already seized of the matter, it has
been decided to a their direct decision on the point of allowance ol
347 (aii) LS—9.
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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 siage

The above position has also been brouzht to the notice of the
Commissioners of Income-tax vide Board's circular leiter F. No. 75/
14/60-1T (J), dated 23rd November, 1964 (copy enclosed).

[Duly vetted by Audit].
[F.No. 36 31/63-1T (AI) (Pt. 1), dat~d 25¢h November, 1965.]
Recommendation
(i) The position regarding recovery of the ¢mount in the two
cases may be intima'cd to the Commiitee.
[S. No. 21, Para 24 (i) of Appendix VII to 28th Report (1964-65)].
ACTION TAKFN
The position regarding recovery in respect of the two cases re-
ferred to in the above-mentioned para is given helow:—
(a) Ramakrishna Mills CBE
The additional demand of Rs. 12,134-43 for the assessment year
1959-60 has since been collected.
(b) Shri K. Balasubramania Nair

The additional demand payable by the assessee consequent on
the withdrawal of the development rebate was collected
as follows:—

(1) Rs. §.000-00 naiid on 23-1-1065
(1) Rs. 1,185:15 piid on 17-2-19%%
(éi1) Rs. 16,081-33 paid on 15-3-1965

Total Rs. 23,168 48
{Duly vetted by Audit]
(F. No. 36/34/63-1T (A, dt. 21-8-65.}

Recommendation

The Committee were given to understand that in another case,
where q similar question arose, a reference was made to the Board
and the Board have given a ruling that that amount should not be
allowed as a deduction. The Committee suggest that when such re-
ferences are received and the Board gives a ruling, all other Commis-
gioners may also be informed simultaneously that such mistakes
may not occur and uniform application of law is ensured.

[Para 31 of 28th Report (1964-65).]
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ACTION TAKEN

The suggestions of the Committee have been noted. In the instant.

case, action is being taken to acquaint other Commissiocners of the
Board's ruling.

(Vetted by Audit vide CAG. D.O. No. 2102-Rev/A/22-63, dated
24th July, 1965).
{U.O. No. 52/27/65-IT (Inv), dated 2nd August, 1965.]

Recommendation

The Committee would like to point out that the cases mentioned
cborve [para 59(c) of the Audit Report, 1964] 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.

[S. No. 29 (Para 34) of Appendix VII to 28th Report (1964-65)].
ACTION TAKEN

The observations made by the Committee have been noted and
necessary instructions issued to all Cs. L.T. vide letter F. No. 56/2/65-
iT (Al), dated 8th November, 1965 (copy enclosed).

(Duly vetted by Audit vide D.O. No. 871-Rev A/23-63/1I, dated
28th February, 1966)

[F. No. 36/19/63-IT (AI), dated 8th March, 1966.]

F. No. 36/2/65-IT (AD)
GOVERNMENT OF INDIA
CENTRAL BOARD OF DIRECT TAXES

New Delni, the 3th November, 1965,

From
Shri J. C. KALRA,
Secretary, Central Board of Direct Taxes.

To
All Commissioners of Income-tax.
Sir,
Sussect.—Irregularities noticed by the Audit Party of the C. &

A.G —Report of the Public Accounts Committee,
1964-65.

1 am directed to say that in their report for the year 1964-65, the
Public Accounts Committee have observed that in many cases the
mistakes occurred as the assessing officers did not exercise proper



128

eare and caution and also due to the non-observance of the various
Mnstructions issued by the Board from time to time. In this connec-
Hon, some of the observations made by the Commitiee are repro-

&uced below which may please be brought to the notice of all the
efficers:

(i) Omission to apply properly the provisions of the In-
come-taxr Act regarding adding of incomes of other per-
sons in tarpayer’'s assessment.—“The Committee find it
difficult to accept heavy pressure of work as a valid
reason for committing such obvious mistakes. The

Commitlee would like the Central Board of Direct Taxes
to take suitable steps to ensure that such mistakes
are avuided in future” (para 48).

(ii) Irregular determination of Income of Companies—*“This
case indicates negligence on the part of the assessing
officer in scrutinising the assessee’s accounts and in com-
puting the taxable income. The commiltee regret that
the mistake should have been commiited for three con-
secutive years. They hope that in assessments involv-
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 for inadmissible expenditure.—“The
Commlittee 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
their next report.

Yours faithfully,

Sd/- J. C. KALRA,
Secretary, Central Board of Direct Taxes.
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Recommendation

. The Committee appreciate that the point involved in the presend
case in computing the capital gains +was not free from doubt. Thep
would like to know the outcome of the case.

[S. No. 31 (Para 36) of Appendix VII to 28th Report (1964-65).}

ACTION TAKEN

The re-assessment proceedings for the Assessment Year 1061-88
have not yet been completed by the Income-tax Officer since the
assessee has gone in appeal against the Commissioner’s order undes
section 33-B of the LT. Act, 1922, cancelling the original assessment.

Further information will be furnished on completion of the pre-
ceedings.

[F. No. 36/36/63-IT (AI), dated 10th August, 1968.)

Recommendation

The Committee feel concerned to note that there is no perceptib®he
improvement in the recovery of the arrears in respect of unmanm
factured tobacco. The arrears actually increased jrom Rs. 202.08
lakhs as on 31st March, 1961 to Rs. 213.02 lakhs as on 31st March,
1962. The Commitiee are pariicularly worried about the old arrears
which have been pending for the last several years. The Commis-
tee note that some remedial measures have been taken Ly the Des
partment to liquidate these arrears. They desire that vigorous steps
should be taken to recover the dues wherever possible and to write-
off the irrecoverable arrears. They desire the Ministry to keep the
position in this regard under comstant watch,

[SL. No. 33 of Appendix XIII to 21st Report, (1963-64)8
ACTION TAKEN

The total arrear is a very small fraction of the total revenms
from tobacco and arises chiefly in sparse growing areas where
cured is often disposed of before the excise officer is able to get gh.
it even for assessment. All possible steps are, however, continuous}
‘being taken to liquidate the arrears in respect of unmanufact\ﬁ;
tobacco and no slackening of efforts in this behalf is contempla
‘The observations of the Public Accounts Committee have also betm.
brought to the notice of the Collectors with the directions . tha#
measures for liquidating arrears should be enforced vigorously.



130

2 The Central Board of Excise and Customs have no reason to
doubt the figures of arrears reported to them by the Collectors. The
concerned Central Excise Officers would also be having complete
details of defaulting assessees.

{F. No. 15/7/64-CX. IV.]
Recommendation

40. Where an assessce 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
fncome ig subjected to inome-tax. However, relief 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-D(3) of
the Income-tax Act, 1922

- It was noticed that in the case of a tca company for the assess-
ment years 1956-57 to 1959-60, 60 per cent of the income from the
tea business carried on in Pakistan was excluded from the Indian
assessment while calculating the gross tax payable in India. How-
ever, relief was allowed from this gross tax on the whole of the
thcome derived from Pakistan thereby allowing relief even in rcs-
pect of the 60 per cent of the income which was excluded 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
fn regard to double taxation relief was due to carclessness on the
part of the Income-tax Officer. Instead of taxing the whole income,
he taxed only 40 per cent and instead of giving a rebate on only 40
per cent, he gave it on the whole income. It was explained that
two Income-tax Officers had dealt with the case and the mistake
eontinued for four years because the second Income-tax Officer
followed what his predecessor had done without giving any thought
% it. The other mistakes pointed out in the audit para were stated
®© have been committed by the first Income-tax Officer.

The Committee were informed that the under-assessment had
been rectified.
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According to a note furnished at the Committee’s instance, the
mistakes pointed out by Audit occurred in the same case involving
six assessments, dealt with by two officers, one succeeding the othes
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 for
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 a
bona fide mistake of interpretation of the relevant provisions in the
Income-tax Act and no action has been considered necessary against
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. It has been stated that
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 mistake in the future, instructions have been issued by
the Board on the basis of a correct interpretation of the relevans
provisions in this regard. The Committee note that officers have
been also asked to review all cases of this type and rectify the as-
sessments wherever “Indian rate of tar” has not been 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 (1964-65]

55. In para 87(a) of the Audit Report (Civil) 1962 and in para 30-
(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 more
cases of such excessive relief were noticed during the period under
review also. The amount of excessive relief involved was Rs. 872
lakhs out of which Rs. 412 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 Octo-
ber 1962. Had action been taken by the Department on this basis,
Joss to the extent of at least Rs. 3-64 lakhs could have been avoided.



g During evidence, it was admitted that a mistake had been com-
P tted It was explained that the Department had its own point of
view and the Law Ministry had to be consulted before finally accept-

the audit objection. This was done only in October, 1962 and
;he cases became time-barred in November. 1962. It was stated in
«xtenuation that all these cases could not be reviewed in one month.

According to a note furnished at the instance of the Committee
the mistake was regarding the interpretation of the term “Indian
rate of tax” and related to six cases involving twenty assessments
dealt with by different officers. It has been stated that this was 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-
vant provisions given by audit and accepted by the Department. It
I8 stated that the 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 this interpretation.

~ The Committee are given to understand that audit had raised the
query in 1961 itself in regard to another case in the same Income-tax
Circle and the audit's view had also been accepted by the Commis-
doner of Income-taxr and the Board. In view of this, the Committee
vegret that the mistake in these cases was not immediately rectified;
mstead, legal opinion was sought, which resulted in delay and a loss
of revenue of Rs. 412 lakhs due to rectification becoming time-barred.
It appears that a loss of at least Rs. 3:64 lakhs could have been saved
{ action had been taken by the Department on the basis of the
audit’s interpretation. The Committee desire that in future, to have
the revenue from getting time-barred, at least protective or provi-
dbnal assessment should be made in time. The Committee note thas
Wstructions have since been issued to the officers of the Department
ta review all cases of this type and rectify the assessments wher-
ever “Indian rate of tax” has not been computed in accordance with
this interpretation. The Committee would like to be apprised of the
results of the review.

[Sl. No. 47 (Para 55) of Appendix VII te
the 28th Report (1964-65)]

ACTION TAKEN

All cases involving reliet from double taxation under Section 49D
@ the 1922 Act (section 91 of the 1961 Act) and under agreements
for avoidance of double taxation have since been reviewed with a
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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 reviewed.—242.

(b) No. of assessments out of (a)
which had to be rectified.—34.

(¢} Amount of extra demand raised in
respect of assessments referred
to in (b).—Rs. 9,34,278/-

(d) Amount recovered out of (¢).—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 assessments as
early as possible and to collect the outstanding demand expeditious-
ly.

(Duly vetted by Audit)

[F. No. 11(23)-63/TPL.]

Recommendation

In view of the fact that the number of cases in which omission
to levy penal interest appears to be on the increase, the Committee
desire that a general all-India review may be undertaken and
necessary instructions ssued to the assessing Officers for the prompt
levy of interest wherever it is due. The Committee regret to find
that this type of lapse has occurred in 632 cases (involving am
amount of Rs. 664 lakhs). A report may be submitted to the
Committee regarding 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)]

ACTION TAKEN

The information is being collected and their report will be sun~
mitted to the Committee as early as possible.

Recommendation

The Committee find it difficult to accept heavy pressure of work
as a valid reason for committing such obvious mistakes. The Com-
mittee would like the Central Board of Direct Taxes to take suitable
steps to ensure that such mistakes are avoided in future.

(S. No. 41 (Para 48) of Appendix VII to 28th Report (1964-65)]
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AcTioN TAKEN
The observations made by the Committee have been noted.
Necessary instructions have been issued to all Commissioners of
Income-tax in the matter vide letter F. No, 36/2,65-IT-(Al), dated
8th November, 1965 (copies of which have been sent under reply
to para 34 of the Report.) 1
[Duly vetted by Audit vide D.O.F. No. 850-Rev.|16-63, dated 27th
February, 1966.]
[F. No. 36!27/63-IT (AI) dated 8-3-66].
Recommendation
This case indicates negligence on the part of the assessing officer
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 in assess-
ments involving such large amounts Income-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 (1964-65)].
ACTION TAKEN
The observations made by the Committee have been noted.

Necessary instructions have been irsued to all C.IT. in the
matter vide letter F. No. 36:2,65-1T (Al), dated 8th November, 1965

(copies of which have been sent under reply to para 34 of the Report).

[Duly vetted by Audit vide D.O. No. 871-Rev./23-63/11, dated 28th
February, 1966].

[F. No. 36|19/63-IT (AI) (I), dated 8-3-1966].
Recommendation

This is the *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 brought 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 revi-
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)].
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ACTION TAKEN

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..
(Investigaiion) 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. 36,20,63-IT (AI)I, dated 3rd June, 1965].
Recommendation

The Committee would l'ke to be apprised of the action taken
against the officials responsible for this lapse.

[S. No. 58 (Para 56) of Appendix VII of 28th Report (1964-65)].

ACTION 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
action 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 Dzpart-
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.

’
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3. The Committee have also observed that the work-load of Appel-
late Assistant Commissioners should be reviewed so that there is no
occasion for delay in disposing of appeals resulting in loss of revenue
by rectification becoming time barred. Such a review has already
been taken in hand and instructions have been issued 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 number of Appel-

late Assistant Commissioners.

[Vetted by Audit vide C.A.G D.O. No. 2074-Rev/Audit’/24-63-II
dated 23rd Julv, 1965].
[U.O. No. 52/49/64-1T (Inv.) dated the 2nd August, 1965.]

Recommendation
The Committee desire to be apprised of the progress of recovery
of the outstanding amount,

They also hope that suitable instructions will be issned to the
Income-tax Officers 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 VII 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 collected on the 23rd
June, 1965.
(1i) Mahadevi Birla Memorial Charity Trust:

The additional demand of Rs. 7,727-18 was collected on the 10th
.August, 1965.
(iii) Al India Hindu (Arya) Dharum Seva Sanga Trust:

The additional demand of Rs. 19,326-04 was collected on the 10th
August, 1965.
Ov) M/s. Benjamin and Rahman Ellios Memorial Trust.

The additional demand of Rs. 12,716°36 has since been collected.

{v) G. K. Khemka Charity Trust.
The additional demand of Rs. 6,303'84 was collected on the 30th

April, 1964.
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(vi) Bharat Seva Nidhi.

The additional demand raised amounting to Rs. 14,919—hus been
collected on 11th September, 1965,

(vii) Birla Education Trust.

The additional demand of Rs. 22,732 has been collected on the
4th September, 1965, by adjutment of the outstanding refund.

Necessary instruction to all the Commissioners of Income-tax, re-
garding completion or re-opening of old assessments relating to the
years prior to 1959-60 have been issued vide letter F. No. 36,32/63-1T
(AI). dated the 10th May. 1965. (copy enclosed).

[Duly vetted by Audit vide D.O. No. 760-Rev.A/189/65, dated
19-2-1966].

[U.O. No. 3632 63-IT(AI), dat-} 18-3-1966.]

Confidential
F. No. 36/32/63-IT (Al)
GOVERNMENT OF INDIA
CENTRAL BOARD OF DIRECT TAXES

New Delhi, dated the 10th May, 1965.
From
Shr’ K. C. Srivastava.

Under Secretary, Central Board of Direct Taxes.
To

All Commissioner of Income-tax.

SusJect: —Taxed and untaxed portions of funds used by a company
for declaring dividends—Instructions regarding.

I am directed to invite a reference to the Board’s Circular No. 15
(XX1-10) D of 1957, dated 13th March, 1957, and to say that accord-
ing to the instructions contained therein Income-tax Officers 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. It has brought to the notice of the Board by the Reve-
nue Audit that in some cases these instructions were not followed
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
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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
share-holders. Most of such mistakes were detected in the csses of
trusts holding large investments.

2. The Board desire that the existing instructions should once
again be brought to the notice of the Income-tax Officers assessing
the share-holders so that such mistakes do not recur whenever old

assessments relating to the years prior to 1959-60 are completed or
re-opened hereafter.

Yours faithfully,

Sd./- K. C. SRIVASTAVA,
Under Secretary, Centrul Board of Direct Taxes.

e reerers
Recommendation

(a) The Committee would like to be informed about the re-
covery of the excess refund of Rs. 1,12.330 granted in this
case.

(b) They also suggest that suitable instructions clarifying pro-
vision of Section 44F oj the Income-tax Act. 1922, should be
issued to all Income-tax Officers so that such lapses do not
Tecur.

[S. No. 52 (Para 61) of Appendix VII to 28th Report, 1964-65].

ACTION TAKEN

(a) Position regarding recovery of excess refund of Rs. 1,12,330.

As a result of the audit objection, the rectification resulted in
additional demand of Rs. 1,12,330 besides penal interest. The re-
vised total demand amounted to Rs. 8.63,505. Out of this, the asces-
see had paid Rs. 50,000 and a sum of Rs. 2,59,886-54 was adjusted
against the refund due. After this adjustment the Co., had to pay
a demand of Rs. 5,62,689. The a-sessee had preferred some appeals
on some other points and after giving effect to the appellate orders,
the final position in regard to the additional demand and the refund
due to the assessee for the years 1948-49 to 1957-58 wrcs 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.
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(b) 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 (AI) (Pt. II) dated the 10th February, 1966 (copy enclosed).

[Duly vetted by Audit vide D.O, No. 947-Rev.A /19-63/1I, dated
4-3-1966].

[F. No. 36.20/63-IT (AD) (Pt. ID) Dt. 16-3-1966.]
F. No. 36/20/63-IT(ADPL. 1I

GOVERNMENT OF INDIA
CENTRAL BOARD OF DIRECT TAXES
(Department of Revenue)
New Delhi, the 10th February, 1966.

From
Shri K. C. Srivastava,
Under Secretary, Central Board of Direct Taxes.

To
All Commis:ioner of Income-tax.

Sir,

SusJECT: —Provisions of Section 44F of the Income-tax Act, 1922
(correspond:ng to Seciion 94 of the Income-tax 1961)
Instructions regarding.

In the course of the audit of income-tax asscssments, the Audit
Party has come across some cascs involving mistakes in the applica-
tion of the vrovisions of Section 44F of the Income-tax Act, 1922.
Interest on securities does not accrue from day to day but on certain
fixed days and similarly dividend on shares a:crues only when it
is declared. The resu’t is that if a person transfers szcurities or
shares cum-‘nterest or cum-dividend, just bofore interest becomes
payable or dividend is declared it results in avoidance of tax in
respect of the interest or dividend. Secction 44F of the Income-tax
Act, 1822 provided thet 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 109 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 transfer—or as and when it
is deemed to have accrued and the income should be assessed
accordingly. Though the income is assessable in the hands of the
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transferor under the provisions of this section, the credit for the
tax deducted at 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 income in the hands of the

transferors wrongly grossed up the dividends and allowed the
credit for tax deducted at source.

2. Section 94(2) of the Income-tax act, 1961 replaces the old
Section 44F of the 1922 Act. This Sectiwn imposes a heavier liability
than that under Scction 44F of the 1922 Act. Whereas in a case
covered by the old Section, 44F, the interest of dividend was deemed
to accruc from day to day and only the part thereof apportioned
up to the date of the transfer, was deemed to be the income of the
transferor, under Section 94(2) the entire income from the shares
or securities for the relevant vear is deemed to be the income of
the transferor. However, the 1-7al position regarding the credit
for tax deducted at source remains the same though the amount
is assessable in the hands of the transferor the ceredit for tax
deducted at source cannot be allowed in such a case.

3. The above legal position may please be brourht to the notice
of all officers of the Department so that the lapse 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) Al officers and sections in the I.T. Wing.

(3) The Comptroller & Auditor General of India (6 copies).

Sd/- K. C. SRIVASTAVA,

Under Secretary, Central Board of Direct Taxes.



(i) The Committee trust that mistakes of the nature disclosed in
Audit para will not hereafter escape detection by internal Audit.

(ii) The Committee trust that such mistakes (of applying an old
law) would not be repeated.

[S. Nos. 53 and 54 (Paras 62 and 63, of Appendix VII to 28th
Report (1964-65) ]

ACTION TAKEN

The recommendations of the Committee in the above two paras
have been noted. The observations of the Committee have also
been communicated to the Commissioners of Income-tax vide
Board’s letter No. 36/26/63-IT(AI), dated the T7th May, 1965,
copy enclosed

[Duly vetted by Audit]

[U.O.F. No. 36/26/63-1.T.(AI) Dated 1.

F. NO. 36/26/63-IT(AI)
GOQVERNMENT OF INDIA
Central Board of Direct Taxes
New Delhi, the Tth May, 1965.

From

Shri K. C. Srivastava,

Under Secretary, Central Board of Direct Taxes.
To

All Commissioners of Income-tax.
Sir,

SusJect: —Audit 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 alia 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 at 30% for the assessment years
1957-58 to 1959-80. The rebate was, however, allowed only at 20%

347 (aii) LS—10.
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resulting in an over-assessment of tax. The calculations for all
these years were checked by the Internal Audit Party of the Depart-
ment and the error was not detected.

The Public Accounts Committee have made the following
observations 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 Officer mis-
takenly applied the old law and overcharged higher supertax for
the assessment ycars 1960-61 and 1961-62 thereby creating excess
demand.

The Public Accounts Committee have made the following
observations in this regard:

“The Committee trust that such mistakes (of applying an old
law) 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.

Recommendation

The Committee find from the statement furnished by Ministry of
Finance that a tax demand of Rs. 80-72 lakhs involving write off of
demand of Rupees one lakh or more and relating to assessments made
after the assessces became insolvent, assessees having left India,
assessees having become untraceable and in the case of companies
after their going into liquidation have been written off. This shows
that in all these cases there was considerable delay in completing
the assessments, leading to demands becoming irrecoverable. The
Committee desire that enquiries should be made to find out why the
assessments were delayed and responsibility fired in cases where the
delay was due to the negligence of the officers.

[Para 64 of Appendix VII to 28th Report, (Third Lok Sabha)].
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ACTION TAKEN

The information is being collected and will be sent to the Com-
mittee as early as possible.

Recommendation

The Committee are surprised to learn that the delay in comple-
tion of the assessment is not attributable to the I.T.Os. It has been
admitted on the other hand that the assessment could not be made
in time as there had been no proper liaison with the State Govern-
ment. The Committee would like to know on whom lies the
responsibility for failure to have proper liaison with the State Gov-
ernment and the delay of four years, 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 officers and this
is a fit case for a further probe to determine responsibility and take
suitable action against the defaulting officers. 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. They also note
that in the case of foreign companies or foreign nationals likely to
leave India, the Reserve Bank has been requested not to permit re-
mittances abroad until a tar 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].

ACTION TAKEN

The matter has been further looked into by this Ministry. The
Company had made a petition to the Central Board of Revenue on
9th Jan., 1950 against treating the difference between the sale vrice
and the written down value as ‘Capital Gains’. No report 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 explained to him. No formal reply was sent to the
company on the petition. In the meantime another representative
of the 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 fide believed
that the Central Board of Revenue was seized of the matter but
did not attempt to verify it by an official reference. There is
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nothing on record to show that the LT.O. was aware that final 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 complet-
ing the ascessment and the responsibility for failure to keep proper
liaison with the State Government lies with the IL.T.O. Shri K. R.
Ramachari who held charge of the case from 20-1-1949 to 30-4-1853.
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. 1606-Rev./125-63-111 dated 29-5-65).

[F. No. 83/13/64-1.T.(B) 1.
MinisTrRy or Works aND HousinG

Recommendation

The Committee note that outstandings of rent of building allot-
ted to private persons and organisations awaiting recovery as on
31st March, 1964 have come down to Rs. 18-24 lakhs from Rs. 26-48
lakhs as on 31st March, 1963. There is, however, not much improve-
ment in the recovery of outstandings from markets, 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 damages from un-
authorised occupants there has been no progress at all (Rs. 2-76
lakhs as on 31st March, 1963 and Rs. 2:77 lakhs as on 31st March,
1964). The Committee desire that energetic steps should be taken
to realise these outstandings at an early date.

[S- No. 61 (Para 70) of Appendix VII to 28th Report
(Third Lok Sabha)]

ACTION TAKEN

- Steps to effect the recoveries at an early date have been taken.
As a result thereof, the arrears have been brought down from
Rs. 18-24 lakhs as on the 31st March, 1964toRs 13-06 lakhs as on

.the 31st July. 1964.



A comparative position of clearance in 4 months is given below:—

Arrears  Arrears  Clearance

as on as on
31-3-64  31-7-64
(Rs. in lakhs)

1 Private Persons . . . 673 421 2:52
2 Unauthorisd occupants . . 008 o-07 0-01
3 Damages . . . . 269 1-88 0-81
4 Markets . . . . 8-30 6-53 17
5 Embassies . . . . 0°44 0-37 0:07

TotaL . . . 18-24 13:06 5-t8

Recommendation

The Committee are of the opinion that in cases where premises
are requisitioned for public purposes Government should as soon as
those purposes 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].

ACTION TAKEN

The observations of the Public Accounts Committee have been
noted and a review of all cases of requisitioned accommodation s
being undertaken.

Recommendation

The Committee do not find any appreciable improvement in the
clearance of arrears of rent outstanding from markets. They are
surprised that there are as many as 1226 lease/licence deeds still to
be erxecuted in respect of some markets. The Committee suggest
that adequate measures should be taken to expedite execution of
the pending lease/licence deeds. The Committee would like to
know the special steps which are proposed to be taken for the speedy
liquidation of the arrears of rent and for ensuring that the current
dues are not allowed to fall into arrears.

[S. No. 65 (Para 74) of Appendix VII to 28th Report (Third Lok
Sabha) ].
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ACTION TAXEMN

(a) The arreirs of rent in respect of the markets 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 1st August, 1964,

(b) The question of execution of lease/licence deeds isr under
consideration in consultation with the Ministry of Law. Steps will
be taken to get the same executed as early as possible.

(c) As for the recovery of arrears of rent dues, following special
steps are being taken:—

(i) Wherever dues for more than 2 months fall into arrears,
notices are istued for revoking the lease/licence deeds, in
cases where the arrears are not paid by a particular date.

(ii) Cases of shop-keepers 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 April,
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
recovery of rent in these cases is required to be effected monthly in
sdvance.

Recommendation

The Committee observe that every year there is ¢ gap between
assessments for the year and the actual realisations. This gap has
been on the increase (Rs. 2 lakhs in 1959-60, Rs. 4 lakhs in 1960-61,
and Rs. 18 lakhs in 1961-62 and 1962-63). This would indicate that
apart from the old arrears even the current dues are getting into
arrears. The Committee desire that (i) a vigorous drive should be
launched to clear the arrears and (ii) steps should be taken to realise
the current demands promptly by enlisting the co-operation of ell
the Ministries.

" [SL No. 66 (Para 75) nf Apendix VII to 28th Report
(Third Lok Sabha)]. .
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ACTION TAKEN

Chief reason for the growth of the said gap in assessments and
realisations of rent has been due to the addition of about 7,000 resi-
dential units from 1861-62 without corresponding increase in staff
which was further depleted by retirements, resignations etc. Due
to ban on recruitment and other administrative difficulties, 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
in one section.

3. Centralised pursu:t of recoveries of rent from the Bill & Co-
ordination Section with the Ministries/Departments, etc.
in case of non-gazetted staff and with treasuries and Pay
& Accounts Offices in case of gazetted officers.

As a result of the above measures, the said gap in the year 1963-
64 has been narrowed down as shown below, despite the increase in
the assessment by Rs. 18 lakhs in that year:—

(1) Total assessment Rs. 190 lakhs
(ii) Total recovery Rs. 175 lakhs
(iii) Gap between the two figures Rs. 15 lakhs

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

year for the year  effected

during the Gap
year

(In lakhs of rupees)

1959-60 . . . . 165 163 2
1960-61 . . . . 180 176 4
1961-62 . . . . 181 163 18
1962-63 . . . . 172 154 18
1963-64 . . . . 190 175 IS
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Recommendation

The Committee are glad to learn (i) that a bill to amend the Delhi
Sales Tax Act is proposed to be introduced shortly in Parliament to
plug the loop-holes regarding evasion of Sales Taxr and (ii) that the
question of shifting the burden of sales tax from the last to the first
point in respect of more commodities in order to prevent evasion of
tax is expected to be finalised soon. They await a further report in
regard to both the above matters.

[Sl. No. 67(i) of Appendix to 28th Report].

ACTION TAKEN

The Home Minister’'s Advisory Committee appointed a Sub-
Committee on 25th February, 1965 to consider in detail the draft
Delhi 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: wef. 1-1-65
2. Cement: w.ef 1-4-85

3. All kinds of tyres and tubes including
those of motor vehicles, motor cycles,
motor scooters, motorettes, cycles
and animal-driven vehicles: welf. 1-7-65

Recommendation

The Committee do not find any appreciable improvement in the
clearance of arrears of Sales Tax (Rs. 90:64 lakhs on 1st Avril 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].
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ACTION TAKEN

The Committee’s suggestions have been noted. Following reme-
dial measures are being taken to prevent accumulation of arrears
and current demand:—

(i) The Assessing Authorities are asked to study their demand

(ii)

(iti)

(iv)

(v)

(vi)

(vii)

and collection registers weekly and discuss with their field
staff the action to be taken for recovery of arrears.

Old cases are at once referred to the Collector for recovery
as land revenue dues. The Collector is afforded all facili-
ties for speedy recovery.

The dishonoured cheques sent by the banks are sent to
the Ward Officers and recovery in such cases is watched
by the Collection Branch at the Headquarters. The accu-
mulation is thus checked to a great extent.

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.
The provision 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.

The Assessing Authorities have been instructed to recover

80 per cent of the current demand created to arrest fur-
ther accumulation of arrears.

The Demand and Collection Registers of the Warq Officers
are also inspected by the Assistant Commissioner (Re-

covery) with a view to giving instructions for expeditious
Tecovery.

MINISTRY OF FINANCE
(Department of Revenue)

Recommendation

(1) The Committee find that as on 31-3-1963, the number of ap-
peals pending was 74,120 and the number of revision petitions pend-
ing was £451. They note that some more A.A.Cs. have been appoint-
ed to ease the position. They have been told that the arrear with
each A.A.C. at present is T months’ workload. The Committee
desire that 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 1948-49. Vigorous steps should be taken to dispose
of appea.s pending for such a long number of years.

{Para 67(iili) Page 62.]
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ACTION TAKEN

The observations of the Public Accounts Committee have been
noted for necessary action.

[Duly vetted by Audit]
[U.O. F. No. 50,143/64—IT (J) dated 16-1-1965].

Recommendation

The Committee are glad to learn that, availing of the more
stringent provisions of the present law, the Department propose to
launch more prosecutions in cases of deliberate concealment of in-
come, and that some officers are being sent to America for beiny
trained in improved techniques of prosecution.

The Committee find that the amount of concealed income wun-
earthed in 1962-63 was only Rs. 5.96 crores as compared to Rs. 712
crores in 1961-62. The Committee feel that large sums have still not
been detected and brought under the tar net, and there is consider-
able scope for improvement in the Department’s oprations in this
respect,

[Para 69 of Public Accounts Committee 28th Report (1864-65)].

ACTION TAKEN

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. The concealment of Rs. 5:96 crores mentioned in para 69 relates
to the number of cases in which the penalty proceedings were com-
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 com-
pleted had gone down from 4511 in 1961-62 to 3750 in 1982-83, 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 these cases have been disposed of by
now. They would like to be apprised of the latest position.

[Para 81 of 28th Report 1964-65].
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ACTION TAKEN

Out of the 18 cases originally referred to the Income-tax Investi-
gation Commission, 14 cases have since been disposed of. No pro-
gress is possible in the remaining 4 cases as writ petitions against
the assessments are pending before the Calcutta High Court.
(Vetted by audit vide Comptroller and Auditor General’s D.O. No.

332-Rev.A/63-65, dated 17-2-1965).
{U.0. No. 29B,51/64—IT (Inv) dated 24-2-1965].



APPENDIX XX1IV
MINISTRY OF DEFENCE
Recommendation

2. The Committee would suggest that such measures as may be
ne.ce.uar'y to achieve budgetary targets may be examined by the
Ministry of Defence in consultation with the Ministry of Finance.

3. The Committee note with regret the deterioration in the per-

centage of savings, both in respect of Voted Grants and Charged Ap-
propriations.

4. (i) The Committee consider it unfortunate that there should
have been shortfalls against the items !ike manufacture of trucks
and tractors, manufacture of arms and ammunition and purchase of
vehicles.

(ii) While the Committee appreciate the Ministry’s efforts to save
foreign exchange by restricting imports to the minimum, they would
suggest that before making budget provision for imported stores, the
possibility of the.r becoming obsolescent as a result of change of
policy or the prospects of their indigenous manufacture should be
fully considered, so that as far possible, funds are no: obtained, which
might not be required later. The Committee would like to watch the
improvement in reducing the percentage of savings over Defence
Grants further.

[Serial Nos. 2, 3 and 4 of Appendix II to 4th Report (1962-63)]

ACTION TAKEN

Serial 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 Minisiry of Defence Office Memo-
randum No. 11(1)/61/D(Budget), dated the 30th May 1962 and No.
11(2)/62,D (Budget), dated the 13th September, 1962.
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3. Having regard 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
quarter at a series of meetings attended, among others, by represen-
tatives of the Ministry of Finance (Defence). The object of these
meetings is to review the progress of expenditure and achievement
of targets, to pinpoint any procedural and practical difficulties that
may have arisen in the implementation of the various programmes
and to devise means which will 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 minimise these difficulties, DGOF is resorting to provisioning of
these items still more in advance of the date and requirements,

So far as the tractors are concerned, the short-fall was broadly
due to non-placement of orders for jigs and tools, non-payment of
T.A. and Rovalty fees to collaborators, non-materialisation of freight
charges and non-receipt of Army Phase ITI 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 III tractors. As the Army in-
dent did not material'se, the necessarv 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 armms and ammunition was
due to non-delivery of items within the anticipated/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, London/Washington have stipulated delivery dates.
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Every attempt is made by the procuring sgencies abroad viz.
DGISM, London and DGISM, Washington to effect speedy ship-
ments. Wherever possible these are flow by IAF Couriers. In other
cases they have to depend on shipping facilities available.

The short-fall in the purchase of vchicles (Nissan Patroi Jeep)
was mainly due to delay in the finalisation of the Agreement with
the collaborators. The contract was concluded cn 12-12-1961. As a
result of this, no booking could be made during the year 1960-61.

Every endeavour is being made to snsure that the target rate of
indigenous production, involving foreign exchange savings, is main-
tained. In preparing the Budget Estimates, all aspects including the
possibility of items becoming obsolescent as a result of change of
policy or the likelihood of their indigenous manufacture, are gene-
rally taken into account.

5. As regards the savings in the ‘Charged’ Appropriation, it will
be seen from para 1 of the 4th Report that taking Revenue and
Capital expenditure together, the total Sanctioned Appropriations in
1960-61 was 0-96 crore. The actual expenditure being Rs. 0.86 crore,
there was a saving of Rs. 010 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 mainly on the basis of past
trends of actuals and such other relevant data. The future cutcome
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 iwice a year and allotments
where the payments are not likely to materialise during the finan-
cial year, are surrendered.

D.ADS. has seen.

Recommendation

The Committee desire that the position regarding utilisation of
the machines issued to units should be looked into and intimated to
them.

[SL. No. 17 of Appendix II to 4th Report (Third Lok Sabha)].
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ACTION TAKEN

In the note dated 2-9-1964 forwarded to the Lok Sabha Secretariat
under this Ministry's O.M. No. 11(7)/62/D(Budget) dated 9-9-1964,
it was stated that the verification of the utilisation of all the mach'nes
issued to at least twelve units/formations had been taken up and
that the investigation was nearing completion.

In addition to the 40 machines 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 been ver fied that all the 48 machines had actually
been in use by the consignee units.

Since the machines have been/are heing 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 actuallv been put to use, it is unlikely that the
machines issued to the various other units have remainecd idle.

D.AD.S. has seen.

DEPARTMENT OF DEFENCE PRODUCTION
Recommendation

The Committee are surprised to earn that suck a project for the
manufacture of cinema projectors involving comsiderable financial
outlay was taken up without a formal sanction either by the Minis-
try or the Director General, Ordnance Factories and without pro-
per financial concurrence. They would like to know whether formal
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 II to 4th Report 1962-63.]

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 in line with the type of production at Ordnance
Factory, Dehra Dun. A sufficient demand was anticipated as the
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Ministry of Information and Broadcasting had then indicated to the
Ministry of Defence that they had a considerable recurring require-
ment of these projectors. The Army had also a number of old pro-
jectors in use, which required replacement. Taking these factors
into 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 sound projectors
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 twn 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 1861. Thereafter, the question arose as to how the
expenditure incurred in the manufacture of these two prototypes
should be regularised. The advice of the Ministry of Finance
(Defence) was that the expenditure incurred should be treated as
infructuous 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 Ministry in Septem-
ber 1962 that the ex-post-facto Government sanction to th's 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 regularised 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 more
vitally important items. After further consideration, a Government
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sanction to regularise the expenditure incurred for the development
of two prototypes was accorded on 1st June 1863.

3. It will be seen from the above resume that although the ques-
tion of financial concurrence was mooted in August 1955, its finalisa-
tion took considerable time to materialise as the matter had to be
examined from various aspects.

4. The two prototypes were issued to the Commandant, Army
Ordnance Corps School, Jabalpur on 19th September, 1964. Issues
to Army are made without financial adjustment. The question of
regulation of the difference between the total expenditure incurred
on their production and the deemed price of issue will be consider-
ed after a decision has been taken whether or not the bulk produe-
tion of the item should be taken up in the Ordnance Factories.

5. Director of Audit, Defence Services has seen.
[F. No. 4/2[63|D(Prod).]
Recommendation

(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 4x2
vehicles because of his reluctance to use old wvehicles of pre-1948
period or non-availability of adequate repair capacity in the Army
Workshops. The Committee understand that these old vehicles
were after repair considered to be as good as £0*, brand new ones
and the cost of over-haul was only about Rs. 285} per vehicle. In
the light of this the Committee find little justification for the conten-
tion of the Controller General, Defence Production, that use of old
vehicles would be uneconomical.

In order to utilise any surplus stocks of common user items in
the Army, it would be desirable that all the non-Army Organisa-
tions 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 workshops falls short of the requirements. It is obviously desir-
able that the repairable vehicles are repaired at the earliest date.
If they are kept lying for years there is bound to be further deteriora-
tion. If, as stated by the Defence Ministry, the private trade cannot
handle this work efficiently, the possibility of augmenting the exist-
ing capacity of the workshops should be seriously examined. In

347 (aii) LS—I11.



addition, the Cominittes suggest that in view of the present emer-
gency, a proper survey of the repeir facilities in the private sector
should be made, and necessary facilities provided to them so that,
if and when so needed, their services might also be utilised.

{S No- 34 of Appendix II to 4th Report (Third Lok
Sabha), 1962-63.}

ACTION TAKEN

Under the procedure which was adopted in December 1950 and
was in vogue at the time the DGOF placed the indents on the
DGS&D for procurement of 4 x 2 vehicles, it was not necessary for
the Director General, Ordnance Factories to consult the MGO
Branch regarding the availability of the vehicles in Army stock. It
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 it
necessary to consult the MGO Branch for the supply of repaired
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 years
or more.

3. The question whether all Defence indentors who obtain com-
mon user items directly should route their demands through MGO
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 Serviees, are being sent to him by the non-Army Users,
including DGOF, every year sufficiently 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
met. These arrangements 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
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vehicles will not be overhayled prior to disposal. It has been decid-
ed that post-1948 vehicles due for discard should be offered to non-
Army indentors under the Ministry of Defence, excepting the Bor-
der Roads Organisation, and will be accepted by them i the inden-
tors can make satisfactory arrangements for their repair/overhaul.
Similarly, when such indentors propose to procure vehicles, they
should enquire from the MGO Branch whether post-1948 vehicles
that -maay become due for discard under the casting off policy could
be made available to them, before they place orders 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 regarding the
availability of post-1948 vehicles under the casting oft policy-
Besides, the production effort in the factories is related to the avail-
ability of dependable transport. In fact the varlous foreign expert
teams which have vieited the Ordnance Factories have criticised the
inadequacy of material 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 facilities 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 the repair
facilities available in the private sector. In view of the policy of
discard before overhaul referred to earlier, it will not now be neces-
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 geen.
[U.O. No. 29(9) /62/D (O-I), dated the 4th Oct., 1965.]
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SupoecT: —Disposal of Surplus Defence Stores

The procedure for obtaining orders for the disposal of surplus
defence stores and salvage and scrap is laid down in this Ministry’s
circular No. F. 4(2)-59/D (Disp.) dated the 2nd September, 1959. In
accordance with this procedure, all proposals for disposal of surplus
stores have to be approved by the Defence Minister. Instructions,
governing the disposal of surplus stores emphasising the need for
reutilisation of surplus stores with or without modification, are con-
tained in this Ministry’s circulars No. 3(1) /59/1349/D (Disposals)
dated the 28th March, 1860, No. 3(1) /59/1726/D (Disposals) dated the
23rd April, 1960 and No. 3(1)/3819/D (Disposals) dated the 3lst
August, 1860. According to these instructions. no defence store
should be discarded unless it is made certain that it is absolutely use-
less to the Defence Organisation as a whole. Great emphasis has
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 proposals, for the disposal of sur-
plus stores, are sometimes received in the Ministry of Defence where
the reutilisation aspect has not been gone into thoroughly. This
Ministry, therefore, wishes to emphasise once again that, before pro-
posals for the disposal of surplus stores are referred to this Ministry,
the Service Headquarters are requested to examine all possible
methods of reutilisation of the surplus stores in consultation with
other Defence users and techmical authorities and they should ensure
that only such of those stores, which cannot be utilised in any man-
ner, are proposed for disposal. The Defence Minister has also direct-
ed that his approval should be obtained before any surplus
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 in
storage if kept for long, there should be a clear indication to the
effect that the stores are really perishable and, if kept longer in sto-
rage, are likely to deteriorate and, thus, result in loss to the State.
As hitherto, the Service authorities may continue to dispose of surplus.
stores whose value does not exceed Rs. 5,000 in a single category; but,
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proposals in respect of disposal of vehicles and machinery, and MT
spares (hardware elements) whether they are serviceable, repairable
or unserviceable, irrespective of value, should be referred to the
Ministry of Defence for obtaining the concurrence of the Defence
Minister before they are disposed of.

Sd/-S. V. IYER,
Under Secretary.
MGO Branch QMG’s Branch  E-in-C’s Branch DGAFMS
DGOF Naval Head- Air Head- CGDP/TD-158

quarters quarters

M of D u.o. No. 3(9)-62/D (Disposals), dt. the 31st July 1962.
Copy to-—

D(QS) CG (Projects) D (Works-II)  D(Med)
D(Prod) Min of Fin D (Air-I) D(N-I)
(Deffo-2).
Recommendation

The Committee find little justification for not initiating the depart-
wmental proceedings against the officers concerned immediately after
she irregulirities were detected in March, 1959. If the records had
been taken away by the Special Police Establishment, Photo-stat
«copies could have been made out for proceeding with the department-
al action. The Committee suggested that the instructions contained
in the Ministry of Home Affairs Office Memorandum No. 39/30/54-
Estt. dated the Tth 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 of
the results of the departmental enquiry in due course.

[S. No. 36 of Appendix II to the 4th Report (Third Lok Sabha) ]

ACTiON TAKEN

As already intimated to the Public Accounts Committee, the irre-
gularities came to the notice of the Naval autharities through Cont-
roller of Defence Accounts (Navy) on 21-3-1959, the case was referred
to the Special Police Establishment for investigation on 22-4-1959 and
the first partner was handed over to Special Police Establishment on
12-5-1959 and the last paper on 1-12-1960. Till the Special Police
Establishment submitted its report on 26-6-1961 it would not have
been advisable to withdraw the papers from them for taking photo-
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stét coples, as it would have delayed the conclusion of investigation
by Special Police Establishment and consequently have diso possibly
made it dificult for them to reach definite conclusions to facilitate
launching of criminal prosecution in court.

2, The provisions contained in the Ministry of Home Affairs Office
Memorandum No. 39/30/54-Estt., dated the 7th June 1955, could not
be applied to Service personnel on account of the difference in regard
to the prosecution of Service personnel ag compared to civilian Gov-
ernment servants. Where full facts pertaining to the irregularities
committed by a civilian Government gervent are available, it is. easy
to initiate departmental proceedings 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 and
need not necessarily be tried by a civil court. Where such proceed-
ing is inexpedient/Impracticable, administrative action for removaly
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
taken, In cases where competent au{horltxes are in a position to take
suftable penal/disciplinary action straightaway against the déelin-
quents (i.e. without the assistance of police), such procedure is to be
adopted vide Ministry of Defence O.M. No. F. 68(2)-58/D (Coord),
dated 27th September, 1960 which was issued with reference to a
recommendation of the P.AC. contained in their 9th Report.

Further Ministry of Home Affairs have in their O.M. No. 39/8/64-
Estt. (A) dated 4-9-1964, 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 Police Establishment intimated that
the revision Petition flled by the accused in High Court was heard
and finally dismissed on 9-12-1963. Proceedings in the trial Court
are pending.) ‘ 2

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

[U.O. No. F. 5(33)63/D (N-I), dated the 5th June, 1965].
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Recommendation

The Committee regret that this is another case of lack of proper
planning and foresight resulting in the equipment costing Rs. 7.54
lakhs remaining unused for 2 years. The representative of the Air
Headquarters expressed the view that even if the question of the pro-
vision of new building had been considered from the beginning, the
saving 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 specialised 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 Committee are surprised how the Air Head-
quarters thought that the equipment could be installed in
the existing building and rushed to place an operational
indent. The indent should have been planned in such a
manner that the equipment was received by about the time the build-
ings were ready for its installation. The Committee are also con-
cerned over the delay in the construction of the building partly due to
delay in according administrative approval, which was stated to be
under investigation. They would like to be informed about the result
of investigation.

[S. No. 40 of Appendix II to 4th Report (Third Lok Sabha)].

ACTION TAKEN. .

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 etec.,
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 consi<™
dered as reasonable. Investigation into the delays has been initiated
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and final results will be communieated to the P.A.C. in due course.
Meanwhile, instructions streamlining the procedure for placing ope-
rational indents have been issued by Air Headquarters vide their
Office Instruction No. 2/64 dated 28-1-1864 (copy enclosed). In order
to obviate such delays and also to maintain a proper check on the
progress of works, the period within which the work is to be com-
pleted has now to be indicated in all Administrative approvals.
4. Director of Audit, Defence Services, has seen.
[(U.O. No. F. 4(42) /62/D (Air. 1) dated 16-7-1965).

AR HEADQUARTERS
Office Instruction No. 2/64

Need for Proper Planning Before Initiating Procurement of Costly
Equipment

At the instance of the concerned user Directorate an operational

indent was raised on the D.G.1.S.D. in 1958 for a costly equipment of

highly technical and specialised nature. The equipment was receiv-

ed 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 modified 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.

Sd/-J. S. SODHI,

Wg. Cdr.
for Air Officer i/c Administration.
Ref: Air HQ/20704/7/0RG.

Date: 28th Jan. 1964,
Distribution: All Dtes/Sections, Air HQrs.
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The Committee regret that this ig another case of lack of proper
planning and foresight resulting in the equipment costing Rs. 7'54
lakhs remaining unused for 2 years. The representative of the Air
Headquarters expressed the view that even if the question of the pro-
vision of new building had been considered from the beginning, the
saving of time in initiating action in this regard would have been
three months ie., from July to September, 1958. The Committee are
unable to accept this view. As the equipment was of a highly techni-
cal and specialised nature of which the Air Force had no experience,
-enquiries should have been made from suppliers before placing the
final order regarding the building required for its installation. The
‘Committee are surprised how the Air Headquarters thought that the
equipment could be installed in the existing building and rushed to
‘place on operational indént. The indent should have been planned
in such g manner that the equipment was received by about the
time the buildings were ready for installation. The Committee are
also concerned over the delay in the construction of the building
partly due to delay in according administrative approval, which was
stated to be under investigation. They would like to be informed

about the result of investigation.

[S. No. 40 of Appendix II to 4th Report (Third Lok Sabha)]

ACTION TAKEN

In construction of the Ministry of Defence Office Memorandum
No. 11 (7)62{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 Sabha)—
Appropriation Accounts (Defence Services) 1960-81 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 factors 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 Headquarters and
«C.W.E., Kanpur. Every agency which was responsible for the com-
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pletion of this project had tried to do its best for its successtul’
completion and no individual can be held to blame for the delay that
has oceurred in the installation and putting into commission of the:
Lauscas fuel system test rigs. If only one agency was responsible for
the completion of the project, the other agencies being subordinate to
it, this delay could have been avoided.

2. The Court of Inquiry have made the following recommenda-
tions to avoid recurrence of delays in the execution of similar projects
in future:—

(i) Constitution of a project team for all much projects vested
with certain specified powers;

(if) introduction of a system under which users will be the
main agency respomsible 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.

3. Action on the above recommendations is being taken by Air
Headquarters separately.

4, Director of Audit Defence Services has seen.
[U.O. No. F4 (42)/62/D(A.I), dated 12th Nov. 1965].

Recommendation

The Committee consider that irregularities in this case appear to
be serious. They would like to know the final outcome of the investi-
gations and the action taken against the persons concerned.

[S. No. 42 of Appendix II to 4th Report (Third Lok Sabha)].

ACTION TAKEN

In the last note sent to the Committee under O.-M. No. 11(7) /62/D
(Budget) dated the 8th November, 1964, it was mentioned that the
reconvened Court of Inquiry had come to the conclusion that Officer
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 proceedings of the Court of Inquiry have been examined by
the Government in conswitation with Army Headguarters.
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The Court of Inquiry clearly established that the SIMLA Indep:.
Co. NCC had the NCC stores condemned by a properly constituted
condemnation Board and that the stores so condemned by the unit
were genuine NCC stores and did not bear any earlier condemnation
marks, seals or salvage stamps. In so far as the Salvage Unit was
concerned, the O, C. Salvage Depot had only a suspicion that some
of the stores received from SIMLA Indep, Co. NCC were from Kabadi
Market. This suspicion was, suhsequently removed on receipt of a
reply from the despatching unit that the stores were the ones cone
demned by a properly constituted condemnation Board. The O. C.
Salvage Depot, therefore, ordered the stores in question to be merged
with the working stock and the case to be closed. This was &
case of difference of opinion between the despatching unit and .thg
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 Commission to
whom the case was referred for advice have stated that no discipli-
nary action is necessary or justified against the Officer Commanding,

2 Salvage Unit, Surannussi. The Government have accepted this
advice,

D.A.D.S. has seen,

[U.0. No. 13(37)'64!D(GS.IV) dated the 16th November, 1965].

Recommendation

(i) While the committee were assured by the Secretaries of the
Ministries of Defence, Works, Housing and Rehabilitation that diffi-
culties experienced in the use of Komatsu tractors 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
lasted a little too long. Te Controller General of Defence Production
admitted that the operating conditions in Dandakaranya 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 at
Kirkee in December, 1958 were not quite adequate. As these types
of tractors were mnot .used in this country before, #. would
have been advisable to put them to intensive tests in the
various parts of the country having different soil conditions where
these were actually reuired to be operated, before entering into this
contract. The Ministry of Defence could have also benefited them-
seives from the experience of the operations of tractors of variows
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wmakes and types used on land reclamation work by the other organi.
sations like the Central Tractor Organisation, Hirakud Dam Project,
<tc.

[S. No. 1(i) of Appendix Il to 11th Report 1962-63].

ACTION TAKEN..
Noted for future guidance.
Recommendation

(if) The Committee are surprised that even the type of lubrication
il recommended for the tractor engine in the conditions in Danda-
karanya was unsuitable and that no preventive maintenance system
was worked out by the DGOF and the Project Authorities.

[S. No. 1(#i) of Appendix III to 11th Report, 1962-63].

ACTION TAKEN
The following are the three types of oil available in the market: —
(a) Ordinary Heavy Duty Oil.
(b) Series I oils for use in Diesel engines.

{c) Series III oils for use in Diesel engines more particularly
in earth-moving equipments. The o0il recommended by
Komatsu was of the first type. Series III oil, which is by
far the best 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 M;s
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 Project 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
is now a closed chapter. The experts who investigated into this, came
to a definite conclusion that there was “no evidence of deliberate
abuse or mishandling of these machines.” The Committee hope that
with the effecting of the modifications in the tractors and preventive
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maintenance scheme, as suggested by the experts, initial difficulties
which occured in the Dandakaranya Project would be overcome.

{S. No. 1 (iii) of Appendix III to 11th Report 1962-63].
ACTION TAKEN

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 between 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 performance 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 should 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 the use of Komatsu engines.

[S. No. 2 of Appendix III to 11th Report 1962-63]
ACTION TAKEN

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, metallurigical 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 Rehabili-
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
Officers, 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
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not necessary to carry out further investigations. On the basis of
the investigation already carried out, it was decided to replace the
crakshaft, piston rings and bearings to overcome the present diffi-
‘culties.

The D.A.D.S. has geen.

Recommendation

The Committee view with concern loss of considerable tractor
hours on ‘the first of tractors during the year 1960-61. They, how-
ever, note that there was a remarkable decrease in the loss of work-
ing hours on these tractors during the year 1961-62. They hope that
the position would further improve in the future years.

[S. No. 3 of Appendix IIl to 11th Report—1962-63].

ACTION TAKEN

Norep.-—The number of tractor hours lost in the first and second
‘lots of Komatsu tractors during the vears 1962-63 and 1963-64, as fur-
nished by the D.D.A. is as follows: —

IFMU Nos. Tractor hours lost due to
breakdown.

1962-63 1963-64

Komatsu,1 & 6 . . . . 10,127 4 9.244 6
First  lLot. 4& ¢ . . . . 10,1274 9,244 6

Komatsv.

Second lot 7, 8 and g, . . . 10,1295 6,601 - 4
roand 11. . . . IC.129-5§ 6,601 -4

The D.A.D.S has seen.

Recommendation

(i) The Committee are unhappy over the delays in supply of
spare parts, for want of which considerable tractor hours were lost
in the Dandakaranya Project. The Committee hope that with the set-
ting up of a Bank of Spare Parts, difficulties in the supply position
of spares would be overcome. The Dandakaranya Project Authorities
:should alsv, on their part, intimate their full requirements of spares
reasonably in advance. : ;

[S. No. 4(i) of Appendix III to 11th Report (1962-63).]
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Action Taxex

With the setting up of a Bank of Spare Parts of tractors in July,
1961 initial difficulties in the supply position of spares have been
-overcome to a large extent.

Recommendation

(i) The Committee understand that indigenous production of 40
per cent (according to Audit the figure is about 34 per cent) of parts
had been achieved. In a year’s tvme further increase of 15 per cent
-of the components is expected to be secured from trade. The Com-
mittee desire that priority should be given to the manufacture of
fast moving parts in order to obviate difficulties in meeting the re-
-quirements of users and to save more foreign exrchange.

[S. No. 4(ii) of Appendix III to 11th Report (1962-63).]

ACTION TAKEN

Notep.—Efforts are being made to furthor 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.AD.S. has seen.

Recommendation

The Committee note the sub-normal availability of the first lot of
Komatsu tractors during the working seasons 1960-61 and 1961-62
due to frequent breakdowns. During evidence, the Secretary Minis-
try of W.H&R. (Department of Rehabilitation) stated that on the
‘present performance Komatsu tractors were somewhat inferior to
-other makes and types used in the Dandakaranya Project.

[S. No. 5 of Appendix III to 11th Report (1962-63).]

ACTION TAKEN

It is true that there has been some trouble in the tractors sup-
plied to the Dandakaranya Project. Certain modifications/improve-
ments suggested by the TCM experts have already been carried ouf
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and with the introduction of New Model Tractors, it is hoped that
the percentage of availability of Komatsu Tractors will further im-
prove. The percentage of availability of Komatsu tractors with the
DDA during 1962-63 and 1963-64 is as follows:—

FMU ' 9/ availability with Remarks
Nos. respect to potential
hours.
1962-63  1963-64
Komatsu Pirst 1& 5 . 739 727 1962-63 ]
Lot 4&s . 703 70-7 Tractors worked in

single shift through-
out the season. Also
tractors  romained
idle for a consider-
able peried koth at

Paralkotc & Malkan-
giri due to want of
land.
Komatsu Secnd 1 &6 . 870 846 1963-64 )
Lot 4&s . 73 -0 785 Tractors worked in

single shift through-
out the season. Also
tractors remained
idle for corsiderable
period at Malkan-
giri for want of land

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

The Committee would like to know in due course the total extra
expenditure incurred by the D.G.O.F. on repai*s, modifications, over-
haul etc. and whether these were within the margin provided in the
cost of tractors. .o e
[S- No. 6 of Appendix III to 11th Report 1962-63).

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 Dandakaranya
Project. This amount was within the margin provided in the cost of
tractors supplied to Dandakaranya Project Authorities.

The D.A.D.S. has seen.
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The Committee feel concerned at thé high operational cost of
Komatsu tractors as compared with other makes and types in use in
the Dandakaranya Project. They desire that the investigation of the
various factors affecting the operational cost of the Komatsu tractors
should be completed as early as possible and necessary steps taken
to reduce it. The Committee hope that the Director General, Ord-
nance Factories and Dandakaranya Development authorities will
address themselves to this problem as the price of tractors should
correlate to their operational cost.

[So. No. 7 of Appendix 111, to 11th Report (1962-63) ].
ACTION TAKEN

The question of high operational cost of Komatsu tractor: is under
examination and all possible steps wiil be taken to reduce the same.

The D.AD.S. has seen.

Recommendation

From the table given in para 3 of the report, it will be seen that
the percentage of indigenous content in Komatsu tractors actually
achieved has been lagging behind 170 anlic’puted terget:. The Com-
mittee would like the Ministry to make special efforts to improve
the position in this regard.

[S. No. 8 of Appendix 1II to 11th Report 1962- 63]

ACTION TAKEN

It is felt that there have becs “hortfalls in the indigenous content
agans’, the targets. The shertfall during the first two years was
due {o the import of tractors with minor delctxon» to meet the urgent
requirements of the indentors and the marufacture of a‘tachments
which were not originally planned because it 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-
tajned 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 on
the indigenous content. Besides when the proposal for manufacture
of tractors was submitted to the Government it was anticipated that
by 1962 civil industry would establish the indigenous manufacture
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of a suitable Diesel Engine which could be installed in the Japanese
tractors. This anticipation has not been realised. Recently, an agree-
ment 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. When 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
indigenous content.

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

Recommendation
To. sum up, the un-satisfactory features brought out in the
Gomatsu tractor project are:—the rather prolonged “teething
troubles” leading to heavy loss of tractor hours which may, to some
extent, be attributed to the initial decision to enter into a contract
with the Japanese firm merely after a study of the technical
specifications but without adequate trials in this country.

A team was sent subsequently to Japan to satisfy themselves
about the production capacity of the firm  quality control and other
related matters.

[S. No. 9(1) of Appendix III to 11th Report (1962/63)].

ACTION TAKEN

As already explained to the Public Accounts Committee when-
ever any new equipment is introduced “teething troubles” are
bound to arise. These “tecthing troubles” resulting in loss of tractor
hours cannot, however, be 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 conditions in Dandakaranva.

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:—

FMU Nos. Tractors };ours lost
1962-63  1963-64
1st lot . . . . 1&6 . . 10,127-4 9,244+6
4&s . - 10,127°4  9,244°6
and lot . . . . 7,8&9 . . 10,129-§ 6,691 -4

10&1r . . 10,129-§ 6,691-4




173
Recommendation

(2) the inability to achieve a saving in foreign exchange to the
-extent envisaged, one of the major factors being the slow progress
achieved in improving the indigenous content of the tractors.

[S. No. 9(2) of Appendix IIT to 11th Report (1962-63)]

ACTION TAKEN

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 mechanical defects in the tractors
particularly the failure of the Mitsubishi Engines and the premature
breakdown of 12 of them even after overhaul.

[S. No. 8(3) Appx. III to 11th Report (1962-63)]

ACTION TAKEN

Premature failure of the overhauled engines have been investi-
gated and 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. 11I to 11th Report (1962-63)]

ACTION TAKEN

The existing servicing and maintenance Organisation ig under
review.

Recommendation

(5) The prolonged controversy between the Ministry of Works,
Housing and Rehabilitation and Defence which has taken an unduly
long time to settle regarding the causes of the defects in the tractors
used in Dandakaranya.

3 [S. No. 9(5) of Appendix III to 11th Report (1962-63)]
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Out of the modificationg in tractors suggested by TCM expcrts
‘between July 1980 and February 1961, certain modifications/imprcve-
ments have already been carried out and with carrying out of those
modifications/improvements, the performance of the tractors has
improved appreciably. The remaining modifications yet to be
carried out are being investigated further.

Recommendation

(6) The high operatinnal cost of the Komatsu tractors which
still qwait investigation and remedial action.

[S. No. 9(6) of Appendix 1II to 11th Report (1962-63)].

ACTION TAKFEN

The question of high operational cost of Komatsu tractors will
be investipated and if necessary. steps will be taken to reduce it.

The D.A . D.S has seen.

Recormmendation

(10) The Conunittee understand that the D.G.O.F. has m hand
outstanding orders for more than 350 1ractors and attachments for
the various civil indentors, besides the requirements of the Army
and that Government are contemplating the augmeniation of the
eristing capacities to cater for production of 300 tractors and attach-
ments. The Committee hope that every effort will be made by the
Ministry of Defence to achieve the contemplated targets of produc-
tion without impairing in any way the production of deferce stores
which is the furemost function of the Ordnance Factories in the
present national emergency. In this matter the Commitiee trust that
the lessong already learnt in this case regarding the need for adeaquate
precauliv.ury nccsures at every stage to obriate dislocation and loss
will be kept in view.

[S. No. 10 of Appendix III to 11th Report 1962-63].

ACTION TAKEN

We are trying tn accelerate the progress of tractor manufacture
in the Ordnance Factories without impairing the production of
vital Defence Stores. Simultaneously, steps are being taken to
secure increased trade assistance in the manufacture of tractor com-
ponents. The extent of the augmentation of production will, how-
ever, depend mainly on the quantum of trade assistance that may

)



™

be made available. Necessary precautionary measures will be taken
to obviate dislocation in production of tractors.

The D.ADS. has seen.

Recommendation

The Committee are not satisfied with the exrplanation for non-re-
vision of requirements before placing the final order in view of the
fact that changes in the scaley of 'A’ vehicles had been notified by the
Director of Electrical and Mechan.cal Engineering by December,
1957. Considering that a bulk order for spares had been placed on the
basis of the review conducted .n 1956, the revision of requirements on
the basis of revised scales shonld hare been undertaken in December,
1957 and the final contract on the firm should b - Woow deferred  till
the revised firm requirements had been worked out. The sanction of
Government for an intermediate review (which was given in Jan,
1958) could also have been expedited. The very fact that after placing
the contract, the D.O.S. was alile to complete a special revicw within
four weeks, indicates that such a review was necessary and could
have been conveniently undertaken before placing the final order. The
Committee understand from Audit that in pursuance of the rceom-
mendation of the Special Commiitee, a committee was set up in April,
1862 to cramine all aspects of prowvisioning with particuiar reference
to provisioning of spares for ‘A’ and ‘B’ vehicles. The Committee
would like to know the remedial measure suggested by this depart-
mental committee and action tcken to streamline the existing pro-
visioning procedure.

[S. No. 11 of Appendix ITI to 11th Report (Third Lok Sabha)-—Part I].
ACTION TAKEN

Noted.

2. In April 1962, the Minisiry of Defence had set up a Committee—
the Ministry of Defence Provisioning Committee—to conduct a detail-
ed study of the system followed Yor the provisioning of stores for the
Services. This Commitiee was set up in pursuance of a recommenda-
tion of the Committee of Secretaries which examined the contract for
the supply of Mechanical Transport Spares.

The Committee had its first meeting on 23rd April 1962 and held
teny meetings in all during the period from April 1962 to October 1962.
The Emergency in October 1962 and the cvents 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 1962. There-
after, until recently the discussions were suspended.
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3. The Committee then met during 1864 and submitted its first
Report to the Government in December 1964. In this report, the Com-
mittee made an analysis of certain important aspects of the existing
provisioning system and suggested that the existing provisioning
policies and techniques 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 the provision-
ing elements of the three Services supported by personnel from other
agencies concerned with provisioning/procurement of stores 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 Organisations should be constituted. The
constitution, composition and terms of reference of the Sub-Commit-
tee are indicated in this Ministry's Office Memorandum® No. The
Sub-Commitee will render a report to the Ministry of Defence
Provisioning Committee for consideration. Thereafter, the Ministry
of Defence Provisioning Committee would make its final recommen-
dations in regard 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 seen.
[U.O. No. F. 29(17) /63/D(O-I), dated 4-9-1965]
DEPARTMENT OF SUPPLY & TECHNICAL DEVELOPMENT
Recommendation

The Committee consider the deletion of “Refer India” items from
the contracts as unjustifiable in view of the fact that 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 (Third Lok
Sabha.]

#Not printed
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ACTION TAKEN

It will be recalled that in Chapter IIT of their Report, the Special
Commiittee of Secretaries had made a mention of certain items known
and could have been conveniently undertaken before placing the
as the “Refer India” items which were obtained from the supplying
firm at prices in excess of those originally quoted by them. The
Committee had desired that further enquiries should be made to
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 position 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 quotations 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 36.
The India Supply Mission agreed to convey the firm’s representat'on
to the Ministry of Defence for consideration and the {irm agreed to
abide by the decision of that Ministry. Of these 36 items 14 related
to ‘A’ vehicle spares and 22 to ‘B’ vehicle spares. As a result of in-
vestigations it has been found that it was only in respect of 5 items
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 was
paid in excess, of which refund was later on obtained from the firm.

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 rate
and, therefore, the firm was not bound to supply the additional quan-
tity at the original price.

Of the remaining 3 items, in one case, there was some misunder-
standing as the instructions issued by the Army Headquarters to the
India Supply Mission gave the impression that the quantities repre-
sented their additional requirements. The Mission, therefore, includ-
ed the same in the list of additional items covered by the bulk con-
tract dated the 8th October, 1958.
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In case of the remaining two items, the India Supply Mission have
no doubt paid higher prices to the tune of a total of $400 approxi-
mately. The detafls of these are furnished below: —

Pt. No, Qty. Higher Agrecd Net rate Differ- Name
designation pro- nct rate  raic at ence of of the
cured  per unit (not) which  Cols. 4 Supp-
asked perunit procu- and s liers.

for by red
Levys
1 2 3 4 5 6 7
DX-5738 (ADT) $ $ $ $
Braker Suarter Swuch,
Circuit . 55 612 383 428 0-4% Levy
At
Parts.
DG-925405 (DG)
Volt meter Assy. . $0 1800 5025 12060 740  -do.-

e ot s £ s L e pain ma A e e

5. The India Supply Mission have explained that instead of nego-
‘Hating these items individually on the prices originally indicated by
‘~'the firm to the Nepotiating Commitice, it was decided to include
$hem i1 the list of additional items for which fresh quotations were
“invited in the hope of getting cheaper prices. This hope did materia-
lise because the deal for stores valued at $2.37.000 was ultimately
concluded at a round figure of $2.00,000 in respect of the items cover-
ed by the eontract of October, 1958. Though the Mission over paid
approximately $400 this must be set off against the total gain of
7.000. (This aspect of procurement through open-iender is men-
tioned by the Special Committee of Secretaries in Chapter II of their
report).

8. The Ministry of Defence and the D.AD.S. have seen.

Recommendation

. The Comptroller & Auditor General suggested that. in cases of
Projects involving outlay in fore'gn exchange the Ministry might, in
the light of their experience as to the availability of foreign

exchange and the progress of expenditure on Projects, ‘mpose a
Tump sum cut on the original’ estimates. The Coftitnittée destre the
Ministry of Defence to examine, in’conslittitidn with (e’ Ministry
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of Finance, the question of implementing this suggestion of the
Comptroller & Auditor General at an early date. -

1S. No. 2 of Appendix VIT to 17th Report (Third Lok Sabha) 196§

ACTION TAREN

The suggestion of the Comntroller & Auditor Generst that in
such cases the Ministry might in the hipyht of their expétience us to
the availability of foreign exchanse and the progress of expenditure
on projects, impose a lump sum cut 1 the original est:métes, aroke
out of the explanations given to tha PAC. that most of the manu-
facturing projeets involved foreign exchans and as no definite indl-
cation regard.ag the avaiinbility of fore’mn exchange wns available
at the time of the estimates were framed. accurate budgeling in
mafters like these was inherently difficult,

2. During 196465, when the Public Accounts Committee was’
examining certain  other instances where budoe!  provision had”
sroved to be excessive or unnecessary, references weowe v
“’”‘%‘m recommendations in the 17th Revort of the P.A.C. The rel
dctails have since been omhodied 'n Para 3 of the 33rd Repand®
the PAC. It has alsn been separately evpiained in Yurther nd

dated 22nd March 1965, that foreizn exchange allocations snd 1
there ageinst are on a Meommitheen” hosis whes s the bueld
the vear which is discussed by Tortament o0 the Hme ofvoling
Demands and subsequont!s hy the PAC, relates to the "H'nf."
cash expenditure  during e vores inoquoedtinn, A
explained that the ua-utilssd pr visan does not relate to lajl
foreign exchange allotted to the Ministry but arises out of ghord
in actual expenditure due o optmietls cstimation, non-mat
tion of supplies, belated deliveries ele. N

3. It may, however, be mentionel fhiai whil~ framing the budget,
the likelihood of materialisatinn of expenditure ig taken into account;:
to the extent possible, in the lichit  of past experience, repardindo
belated deliveries, non-availability of supplies etc. and cert _‘"*““ff_ L
cuts are in fact made from the estimates furnished by the M
Headquarters, before the Budget Estimates ar~ finalised by the Min-
istry of Defence, in consultation with the Ministry of Finance. While
framing future budget estimates, the quantum of cuts will be re-’
viewed and varied suitably keeping in view the actual short falld
arsing out of non-materialisation of stores in the past years.

. D.ADS. has seen. .
[U.o. No. F. 11(10) 164D (Budget) dated 31-3-1065]..
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The Committee are unable to understand why the instructions
issued by the Ministry of Finance in 1958, pursuant to the recom.
mendation of this Committee made in their 8th Report (Second Lok
Sabha), according to which in cases where a final decision had not
been taken, only a token provision should be made, should not hcve
been made applicable to the Defence Expenditure, The Committee
desire that this should now be done without delay.

[S. No. 3 of Appendix VII to 17th Report (Third Lok Sabha)].

ACTION TAKEN

The relevant portions of the instructions igssued by the Ministry
of Finance in their OM. No. F. 9(5)-E (Coord) /58 dated the 18th
August, 1958, are rcproduced below:—

L L4 L4

2. “(¢) For specific schemes and projects which have already been
examined in dctail by the Finance Ministry and sanctioned, budget
ptovision will be made on the basis of the estimated requircments
of the administrative Mimstrie; under the usual sub-heads.

+(d) For new works projects, budget provision will not be con-
*iid'ered except for schemes for which administrative approval has
Mn accorded. In the case of large projects, the scope and the cost
of which have been accepted as a whole, administrative approval
M be accorded in stages for different portions of the project, if
necessary. The budget provision in any particular year will, how-
ever, be based on the actual requirements 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-

sion will be made in the budget only on the basis of a broad picture

. of requirements in suitable details furnished by the administrative

1*";ll!nill:l'les and accepted by Finance. The details required for this
purpose arc sct out in the form attached (Annexure ‘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 and for such initial outlay as for example, on collection of
materials, recruitment of skelton staff etc.”
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2. While the provisions of the O.M. of 18th August 1958, in parti-
cular the making only of a token provision against schemes yet to
be sanctioned, have not been specifically extended to the Ministry
of Defence, it may be stated that every attempt has since been made
to follow such a principle. h

3. In formulating the capital works budget Inter-services Works
Priority Committee goes into details of the works in progress, new
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 respect of the works under consideration, which are not sanc-
tioned upto the time of the formulation of budget, only a small
provision is made. The size of the provision is determined, with
reference to an appreciation regarding the stage of the sanction of
the projects. Subsequently, even the overall amounts arrived at
in this manner are subject to further lump sum cuts. However, it

woula appear that there is scope for further refinement in respect of
this appreciation.

4. In regard to other items under ‘Capital’, mainly relating to
Plant and Machinery, the shortfalis occur mostly due to uncer-
tainties in delivery. There is general awarenss of this and conserva-
tive estimates are adepted on such item-. Further, the lump sum cuts
referred to earlier applies to these provisions also. However, since

shortfalls occur in spite of these precautions, greater care would.
henceforth be taken. f

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 is
gone through, the estimates are finalised. Even after this, Minisiry g
of Finance impose ad hoc cuts on the finalised ‘Revenue’ estimates
(Rs. 20 crores 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 schemes, both.
under ‘Revenue’ and ‘Capital’.

T. D.A.D.S. has seen.
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Recommendstion

The Committee regret to observe that the bulk storage tanks for
petrol, which had taken five and a half years for completion, could
not be commissgioned for another two years due to delay in the icsue
of sanctions for other necersary requirements, such as proper fire-
fighting equipment, static water tanks and electricity. The explana-
tion offered by the reprecentative of the Ministry of Defence in
avidence is not acceptahle tn the Committee, fo- the Fire Adriser to
the Ministry could have been consulted much errher—ether before
the project was sanctioned or at leas' in itz earlier stages. The Com-
mittee alto fail to see 1why the sanctinn for the ¢lectrification should
not have heen ixeued 1rell ahend of the installation of the tanks. In
the opinion of the Committee, this is another case of defective plan-
ning and lack of proper fore-thought.

(5 No. 14 (Para 15) of Appendix VI to i7th Repat (Third Lok
Snthay 1963.04].

ACTION TAKEN

The Public Accounts Committees expres o4 ths visw that the Fire
Advicer to the Minisiry of Defence could have besn  ¢onsulted much
esrlier—cither before the proiccet was sanetiene] or at least in its
earlicr stages and that the “anction for electrification could have been
issued well ahead of the installation of the tanks.

2. The remarky of this Ministry with regard to the points men-
tioned are as follows: -

(1) Provision of fire fighting facilities:

It is agreed that many of the complicaticns which arose subse-
quently and the delay resultng from the obs rvation: of the Fire
Adviser regarding the suitability of the site couid have been avoided,
had the Fire Adviser been associated with the Planning of the scheme
\jrom the initial stages. Since however that difficult’es whch arose
were not anticipated, and in the absence of specific provi ions in this
fegard the Military authorities did not cons’der the pec.ss’ty of asso-
ciating the Fire Adviser either before the project was sanctioned or in
the earlier stages of its commencement. The military authorities
were guided by Army Instructicn 61 of 1955 under which a Station
Fire Committeg recommends the fire fighting equipment including
wates static tanks neces-ary for an installation. According to this
Army Instruction, no major fire fighting equipment is to be mormalty -
authorised to a depot whose total holdings do not excepd 580,000
gallons. The need for providing extra precustion against risk of
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fire was appreciated and in March, 1958 the Station Fire Comniittes
recommended fire fighting equipment including water static tanks
for the depot in view of the proximity to the Railway line and loco
shed. The question was re-examined in November, 1959 in the light
of instructions contained in Army Headquarters letter No. 96597|01
(D) of 18-11-1958 and they recommended the provision of 2x10,000
gallons, tanks after approvat by the Assistant Inspector, Fire Services,
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 No. 221003 /59 /Q3W of 29th July, 1960.
These tanks were completed in December, 1961 and the Bulk Petro-
leumn Installation was ordered to be commissioned in January, 1962.

In November. 1961 when the fire fighting urrangements were in
an advanced stage of completion, Fire Adviser, Ministry of Defence
was requested to approve the authorisation of the fire crew at reduc-
ed scale to man the Trailer Fire Pump already sanctioned. On visit-
ing the Installation, the Fire Adviser exprersed doubts about the
adequacy of firc fighting arrangements and ab-ut the suitability of
the gite. The Fire Adviser also made the following obscrvations: —

(a) Not more than 10,000 gallons of P.O.l.. in pack should be
held at the Bulk Petroleum lnstallation at any one time.

(b) Living accommodation for the fire service personnel should
be provided ‘n the close prox:mity of the Installation.

(c) A fire crew of 13 men should be provided. Action was
taken to implement all the recommendations of the Fire
Adviser and the Bulk Petrolecum Installation was commis-
sioned by Headquarters Eastern Command on 3rd October,
1962. 1t will, therefore, be seen that the Headquarters
Eastern Command had taken action in keeping with the
existing Army Instruction: and Orders relating to planning
of fire prceaution and fire fight'ng arrangem-nts, The
Installation conformed to the specific rezulations and had
also approval of the Chief Inspector of Explosives, Gov-
ernment of India. All the eventual troubles could of course
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 situations in fulure,
instructions have since been issued vide Army Headquarters
letter No. 83097/Q3W (Policy) dated the 8th September,
1962 (copy enclosed) to all concerned to associate the re-
presentatives of the fire services while planning petroleum
inspallations.
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42) Electrification:

At the time the recee-cum-siting Board assembled on the 24th
March, 1955, the representative of the Central Railway was present
and it was agreed that Railway authorities would supply electrie
power upto 10 KW. In August, 1856, the Railway intimated their
inability to supply even 5 KW power. After due consideration and
in the light of Railways attitude, it was decided in May, 1957 that the
installation should be commissioned with diesel engine driven pump
sets instead of electric motor driven pumps. Demand for these
pump re¢ts had already been placed in March, 1956 for use at ASC
Petroleum Installation at Ambala, and it was decided to divert those
to Jhansi. These engine driven pumps were, however, supplied by
D.GS. & D only in March, 1959 and the jerrican and barrel filling
equipments 1n October, 1959, This whole process fur procuring the
diesel pump sets, therefore, involved a considerable time.

Alter erection of all the equipment, the installation was tested,
the tanks calibrated and then emptied and clcaned. The setting up,
connecting. calibrating and testing was completed in December, 1960,
and the time taken for these processes is not considered abnormal
by the Engineers. The electrification which was necessary only for
ventilation and lighting was not in any way connected with the main
project of inctallation, commissioning and operation of the installa-
tions and was, as such, not included in the revised Administrative
Approval accorded in February, 1960. It was, however, felt later on
that electrification for lighting and ventilation was necessary. It
was taken up as a separate work. Headquarters Eastern Command
was instructed by QMG's Branch in December, 1959 to examine the
project for providing electrification for lighting and ventilation only
locally under the enhanced financial powers. Administrative
Approval for the provision of electricity for lighting and ventilation
was accorded on the 11th 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 June, 1963. The work on electrifica-
tion was carried out by twoe agencics part by contract and part by
DEL. The contract work was commenced on 17th March, 1962 and
completed on 31st January, 1963. The work on installation of gene-
rating set was carried out by DEL after its procurement 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 electrifi-
cation for lighting and ventilation of the installation had nothing to
do with the delay in commissioning of the installation. The principal
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causes for the delay on the ground of electrification was firstly the
backing out of the Railways from their promise to give 10 KW power
and secondly the time taken by the D.G.S. & D. in supplying the
necessary equipment some of which had to be impoerted.

D.AD.S. has seen.

No. 96597,/QI (D)
ARMY HEADQUARTERS
(Quartermaster General's Branch)

DHQ PO New Delhi-11, 18 Nov., 58

Headquarters,

Southern Command (20 copies).
Eastern Command (20 copies).
Western Command (20 copies).

SusJecT: —Fire Fighting Arrangements—KLPs.
GENERAL

It has been observed that recommendations of Station Fire Com-
mittees/Boards of Officers preparing Fire Fighting Schemes vary
a great deal from one installation ‘unit to another placed under simi-
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 is 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

ou' after carrying out necessary modifications as minor works at a
nominal cost.

FIrRe STATIONS

3. Fire stations in Army installations 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 the installa-
tion will be termed as Sub-Fire Stations.
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- & Plans for Main Fire Stations and Sub-Fire Stations will nos-
mlly comprise the following:—
(a) Main Fire Station
(i) One bav for each manned pump with towing vehicle
located in the station.
(if) One bay for each trailer fire pump, in addition to (i)
above kept in the station.
(iii) Office and Con'rnl Roem—This should be provided with
a telephone  Senior most person on duty will hold
charge of the office and control room.

(iv) Store Room.

(v) Hose lnist and Drving Rack—Its design will be for-
warded later.

(vi) Repair Bav (or room).

(vii) Rest Room--for use by staff when not detailed on
specific duty.

(viii) Sanitary Annexc with bath, WC and urinal, if not
available nearby.

(b) Sub-Fire Station
As in (a) above except (iii) and (iv).
LocaTion or Fire StaTioN

7. In cases where fire stations and static water tanks are planned
together, it should be ensured that a static water tank is loca'ed as
near the fire station it feeds, as possible, so that the appliances from
that station can come inio action without! loss of time, should fire
occur in the area covered by that particular tank. This will also
afford necessary facilities for the testing and maintenance of the fire

appliances and gear.

Srtatic WaTer TANKS

8. Capacities of static water tanks and their feedings arrange-
ments for various tvpes of unitc/inq‘allations should be as under:—

ga) Amnymition Dop v | . ) —
b) POL Dopys hotling more | Static water tank of 50,000
than § lakh gallons of POL &  allons capaciry.
(c) Installations holding more than ‘
1 lakh  cubic feer of umbcrﬁl
Static water tanks of 25,000
I

(d) POL D.:potr holding less than
gallons capaciry.

s lakh gallons «f POL
(e) Installations holding less than 1 |
lakh cubic feet of timber. >
68 Other store holding depots
State water tank: of 10,000

Other units, small dcpot, detach-
to 15,000 gallons ‘capacity.

ments



Feudanc ARRANGEMENT ror Sraric WArer Tanks

9. The arrangements for replenishing the static water tanks should
be such that a static water tank, irrespective of its location and dis-

tance from the source of water supply can be refilled within 18

hours. . } Lt

HypaanT Sysrem

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 existing 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.

APPLICATION OF THESE INSTRUCTIONS

11. These instructions will be followed in all future planning
constructions, especially in KLPs. These insructions will be com-
municated to units/installations through the medium of Formation
orders.

Sd/- P. N. HOON,
Major.

for Quartermaster General.
Copy to:—

E-in-C’s Branch.
Q3W (Policy).
Qe.

Ministry of Defence Fire Adviser—reference his uo No. 49434/24/
M of D/Fire Adviser, dated 3 Oct. 1958.

No. 96597/Q1 (D)
ARMY HEADQUARTERS
(Quartermaster General's Branch)
DHQ PO NEW DELHI-11

12 March, 1959
To

Headquarters,
Southern Command.
Eastern Command.
Western Command.
Sussxct: —Layout of Static water Tanks in Army Store Holding Ins-
tallations.
1. It is observed from various siting cum recee board proceeding
and station fire committee proceedings that static water tanks are
347 (aii) LS—13.
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sited on ad libitum basis. In order to bring about uniformity in all
Army installations, the following instructions will be complied with
while planning static water tanks in army installations:—

(a) General—for all units’installations in the Army: Laycut
of the static water tanks will be so planned that the fur-
therest building or the storage site covered by a tank will
not be at a distance greater than 600 feet.

(b) For units holding POL and other inflammable stores:

(i) The static water tanks will, as far as possible, be loca-
ted on the windward side.

(ii) Where depots are located on a high ground, static water
tanks should normally be located on a higher level! so
that the flow of burning petrol does not engulf the static
water tanks causing obstruction to the fire crew in ap-
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.

(ili) 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 fire.

(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 Ammunition: Explosives stores: Static

water tanks and pipes feeding them should be located
clear off the crater area 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. BUTALIA Lt. Col
for Quartermaster General.

Copy to:—Q3W (South), (East), (West), (Planning); Q/STI—4
copies MGO/OS-20A, MG/ME3.
E-in-C’s Branch/El (Planning).
Min. of Def./Fire Adviser—reference his uo No. 40434 /24/
M of D/Fire Adviser, dated 16 Feb, 1959.
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No. 83097/Q3Works (Policy)
ARMY HEADQUARTERS
(Quartermaster Geaeral's Branch)
DHQ PO NEW DELHI-11
8 Sep. 1962.

To

Headquarters,

Southern Command (15).
Eastern Command (15).
Western Command (19).

SupJecT: —Planning of Major Works Projects.

1. It has becn 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 fire pre-
vention is an important aspect in the siting of such installations, it
is imperative that an officer of the Fire Services is invariably coop-
ted as a member of the users’ racee-cum-siting/costing boards con-
vened for siting of petroleum installations,

2. You are requested to issue suitable instructions to all concerned
a-cordingly.

Sd/- Quartermaster General.

Copy to:—
Ql/ (D).
Q/ST2B.
Q3W (South).
Q3W (East).
(Q3W (West).

MINISTRY OF DEFENCE

SuBJecT: —Public Accounts Committee—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



warded to the Lok Sabha Secretariat under this Ministry's OM.
No. 11(12) /63/D (Budget), dated the 20th July, 1963: —
(1) In para 2 of the Note, the words “and 12-3-1959 (copy
enclosed)” may be added after the words “Army Head-
quarters letter No. 98597/QI (D) dated 18-11-1958."

(ii) In line 17 on page 2 of the Note the date for “29th July,
1960" read *“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 and part
by DEL"” may 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.
Recommendation

The case referred to in para 42(c), of the Audit Report (Defence
Services) 1063, is another instance of inordinate delay on the part
of the guthorities concerned in disposing of surplus land (300 acres).
It was urged in extenuation that the matter could not be proceeded
with after May, 1958, when a general embargo on the disposal of
surplus lands was placed. The Committee can hardly accept this
explanation; for, the matter could have been placed before the
Defence Minister, and his approval to the disposal of land taken.
Even {f a delay in the disposal of the land was apprehended, the
question of releasing out the land on a year to year basig siould
have been considered, and an early decision taken in the matter. The
delay 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 unrauthorised 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 that, according to his informa-
tion it had neither been stolen nor taken by any body. The Com-
mittee would like to be furnished with a report regarding the dis-
posal of the leaves, grown on this land, in the subsequent years”.

[S. No. 20 and 21 of Appendix VII to 17th
Report (Third Lok Sabha), 1963-64.]
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ACTION TAKEN

The Government derived a sum of Rs. 16,000/- from a Tea Com-
pany as damages for unauthorised plucking of tea leaves from the
Sookerating Air Field during the years 1948 and 1949 through a
Civil suit decided in 1858. The aforesaid Tea Company, however,
filed an appeal in June 1958 in the Assam High Court againet the
judgment of the lower Court. The Government also flled a cross
appeal. The matter has since been decided by the High Court in
June 1963. According to the decision, the Tea Company arve o pay
Government only a sum of Rs. 2,000/- for unauthorised plucking of

tea leaves by the labour. The costs of the proceedings have been
awarded against the Government.

2. The airfield remained under temporary occupation of the State
Government till 1954, Thereafter, negotiations for permanent
transfer of airfield 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 assels pre-
pared necessary demolition statements, obtained sanction of the
competent financial authority and finally 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. Sc 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 of and the Military Engineering
Services realised Rs. 205/- and 675/- 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 respect of surplus
land at unoccupied airfields in the Eastern Frontier. Due to dis-
turbed conditions in that region, Air HQrs. were not in favour of
relinquishing the airfield. It was only in July 1961 that a proposal
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came from the local authorities about the leasing out of the land to
M/S. Bagrodia Tea Estate. In December 1961, decision was taken
to lease the lani 10 tea estates. Accordingly, the tea bearinyg land
was leased out to one Tea Estate on a rental of Rs. 6,300/- for one
year from 10th March, 1962 to 10th March, 1963. The amount ot
Rs. 6,300/ - as rent was fixed by the Military Estate Officer as a fair
rent in terms of authority conveyed in Government of India, Minis-
try of Defence letter No. 18,36/1/L&C/542348-L.: D (C&L), dated the
ist May, 1859 (copy enclosed). For this purpose the Secretary of
the India Tea Association Assam which 15 an impartial body int.-
mately connected with Tea plantation, was consulted. To the rent
pased on 59, of the value at which the rest of the land mearuring
269 acres was dispused of tu the State Government which comes to
Rs. 8/- per acre the Military Estate Officer made some allowance for
the unproductive nature of the land at that time to the extent of
Re. 1/- per acre. On the basis of a lease for 5 years which was the
minimum perivd necessary for proper exploitation of Tea Garden
(the first ycar being expected to be wholly unremuneraiive), the
Mihtary Estate Officer calculated the total rent and premwum for
the five year period on the basis of a premium at 10 times of the
annual rent.  From the total amount so arrived at he derived the
average annual rent at Rs. 21/- per acre and he also suggested a
5 vears lease. However, while this rent was accepted, the lcase was
granted only for one year. Before the expiry of the present lease
to the aforesaid Tea Estate it was decided to auction the land for
leasing for a further period ¢f one year. The auction w., fixed to
be held on 8.h Aprii, 1963, when the said Tea Estate obtained an
injunction against the auction from Assam High Court on 7th April,
1963. The regular suit against the Govt is still pending in the
Court.

4. D.A.D.S. has seen,
[U.O. No. 14(5)/62/D(l.ands)7001/D (Works-1T), dated 9-8-1965.]

No. 16 36 L/L&C 54 '2348-L/D (C&L)
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE,

To New Delhi, the 1st May, 1958.

The Director.

Military Lands & Cantonments, (100 copies),

NEW DELHI. v
SussecT: —Use of Military Lands for Agricultural Purposes.
Sir, .
1 am directed to state that the Government of India, in the ccn-
text of national Grow More Food Campaign, have re-examined the
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policy relating to the use of Ministry of Delence land, temporarily
surplus 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 Militarv 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 before 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-
Jare lands temporarily surplus to Defence requirements and to en-
trust the same to the management of the Military Estates Officers as
required under rule 14(4) of the Cantonments Land Adminis-
tration Rules, 1937, 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 their 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-
tivation 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 Officer 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 maximum
limits of which may be adjusted having regard to the economic 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 Dis-
trict except as stated below: —

(a) Land ﬂready held under lease prior to the issue of this
letter need not be parcelled out. Existing lessees will
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be given the option to continue the lease on terms and
conditions as laid down in sub-paras (d) to (i) below
subject to the condition that the aggregate land held by
them from Government and other land owned by them
or held as tenant with permanent right or as tenant of
non-resumable area, does not exceed the upper limit as
prescribed in the relevant revenue laws of the State con-
cerned. If the size of any of the existing holdings is in
excess of the maximum prescribed by the State Govern-
ments, such area 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 and 4(a) above will be made in the following
ORDER OF PREFERENCE:—

(i) Tenants 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 dispossessed or an area which together with other
land owned or held as tenant with permanent rights
or tenants of non-resumable area upto the minimum
holding prescribed, whichever is higher.

(i1) Co-operative Societies of Ex-Servicemen who desire to
take to cultivation of land themselves.

(iii) Co-operative Societies of bona fide agriculturists i.e,
persons who are tilling land themselves

(iv) Co-operative 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 person belonging to the same category
apply for the land, efforts should be made to arrive at a mutual
agreement. 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 provided: where the
land is uncultivable or forest land, a period not exceed-
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ing five years will be given to bring the land under cul-
tivation.

(d) Leases shall be ordinarily tor a period of five years and
may be renewed for a like period except that fresh leases
in respect of any existing holding, whose area exceeds 30
acres shall be re:tricted, at present, for one year only.

(e) Leases 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 Officer, 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 time to collect such crops.

(f) Improvements may be made on land with the previous
approval of the Director, 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 as 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 fixed shall not
exceed 1/4th of the net profit unless a lower limit is
fixed by law in force in the state concerned.

Rent shall be payable in advance according to the dates fixed in
the lease.

A proposal is under consideration to fix fair rents on the lines
stated above after carrying out necessary survey and soil classi-
fication 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 Officer, on the advice of

347 (aii) LS—14.
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the C:vil Revenue authorities, if the land ig situated in all locality
not included in any Cantonment limits, provided further that in the
ca'¢ of fresh leases in respect of holding already under lease prior
to the issue of this letter, fresh lease will be given by Militaiv
Estates Officers/Cantonment Boards on payment of rent as agrecd
to in the existing leases or according to the current Standard Table
of Rents for agricultural purposes in respect of lands situated inside
Cantonments and at rates already provided in the existing leases or
rates prevailing in the surrounding area as will be determined hv
Military Estates Officers on the advice of the Civil Revenue Jau-
thorities in respect of lands situated outside Cantonments, whichever
is higher.

(h) The lease will be heritable but not transferable.

(i) No letting or sub-letting of anv plot of land for any
period whatsoever will be allowed except in the case of
persons mentioned below, who may, with the permis-
‘sion of the Director. Military Lands and Cantonments,
be allowed to let or sub-let land to such persons and
subject to such conditions as may be approved by the
Director:—

(ii) (i) An unmarried woman, or if married. divorced or
separated from her husband. or a 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 vears of age.

5. The Military Estates Officers/Cantonment Boards will imme-
diately request the Civil Revenue authorities of the District to fur-
nish a list of persons/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 limits of agricultural holdings authorised
according to the law or rules of the State concerned and the cejlings

on the future acquisition or existing holdings which might have
been fixed.
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The Military Estates Officer will maintain a register of such
persons . Societies who are authorised to hold lands for agricultural
purposes as furmshed by the Civil Revenue authorities of the Dis-
trict according to the order of priorities furnished by the latter.
The rogisor will be revisel in consultation with the aforesaid Civil
Swvudid o adinor.ties every cear with g view to maintain it upto date.
Iae Military Estates Ofier will furnish the above information.
after obtaining the same, to the Cantonment Board concerned in
respect of agr:cultural lands: managed by them

Yours faithfully,
Sd/- S. D. NARGOLWALA,
Joint Secretary to the Government of India.

Copy forwarded to:—

The Financial Adviser, Ministry of Finance (Decfence)—with
reference to his u.o. No. 1947/QB of 1958, for communication to the
Controller General of Defence Accounts, the Director of Audit, De-
fence Services. the Deputy Director of Audit, Defence Services,
Eastern/Western !Southern Commands and the Controller of
Defence Accounts, Eastern/Western/Southern command

The Deputy Financial Adiver (Q).
The Quartermaster General.

Air Headgquarters.

Naval Headquarters, etc. etc. etc.

Recommendation

(i) While the Committee note that cases of losses amounting to
Rs. 65 lakhs have since been finalised, they feel that the position is
still far from satisfactory. The Committee feel particularly con-
cerned at old losses—more than five years old, which account for
nahnut three-fifths of the to al losses to be finalised. The Committee
‘-5t that the appointmen of the Ad Hoc Committee (referred
to in evidence) will resul in accelerating the pace of finalisation.
They would like to have « further report in the matter.

(i) The Ccmmi‘tee desired to be furnished with a statement re-
garding losses in the MES and Engineer Stores Depots, which were
still pending finalication. They also desired to be furnished with
detailed information about some typical cases, involving major
losses. These are still awuited.

[S. No. 24 (Paras 29 & 30) of Appendix VII to 17th Report
(Third Lok Sabha) 1963-84].
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ACTION TAKEN

The question of constitution of an Ad Hoc Committee both at
the Centre and at the Commands for regularisation of MES losses
was under examination in consultation with the Ministry of Finance
(Defence) and the D.A.D.S., and the orders on the subject were
issued 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 April 1964 towards
finalisation of the cases pertaining to MES losses. Meetings have
since been held an d a few cases finalised. The life of the Ad Hoc
Committee which was set up for a period of six months in the first
instance and extended upto 256th January 1965, has been further ex-
tended for another year and it is hoped that most of the old cases
relating to MES losses pertaining to a period to 31st March 1961
will be finalised by that date. Upto 31st March 1965 M.E.C. losses
totalling Rs. 2981 lakhs were reviewed by Central Ad Hoc Com-
mittee and recommended to be written off under Government sanc-
tion. In addition losses totalling Rs. 3820 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 ending 31st March 1963,
and outstanding on Ist September 1963 are enclosed as Annexures
‘A’ and ‘B'. Instructions have been issued by Army HQrs. on 31st
August 1964/2nd September 1964, and by the CGDA ag early as
September 1963 that loss statements should be dealt with expe-
ditiously at every level.

3. Two lists chowing 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.ADS. 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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ANNEXURE'B’

Al India Abstrast Caregrrviotie of Quistanding [(sy Statements

Category A B C D E F G

%
o~~~
E
Remarks
Stoem, flood Barrack Rent and
& earthquake Stores Damages allied Furniture  Miscellane-  Stores— Total
N charges ous ESDs
e e e e — e _ e . . i
Southern 2,47,765°75 2,96.040° 9§ 17.314°75 6.11,226°01 13,40.419°33 15,26,610-78 12,53,C21 22 42,72,3¢8Fg
Command
Central 19,17,488°22 5,04.39¢°8¢ 680020 23,703-90 1.51,979 00 15,38,05°19 3,63,457°09 45.06.,£59° 44
Command
Westera 8,55,119-24 18,53,102°36  31,348:95 1,30.196°19 41,969 10 2,609,547 3! : 31,90,283 15
Command ’ "
Eastern 7.67,604°83 3,22,342°36 22,947 25  3¥.Fs2 40 . 4,990,861 98 1,08,68,855 50 2,15.20,5%4 22 Y
Command

37,88,068-04 29,75,881-41  78,411-15 B,12,978-50 5,34,367 43 38,14,825 26 2,14,85,363°91 3,34,89,89% - 7¢

iy MES (A to F) Rs. 1,20,04,531°79
ir; ESDs (G) Rs. 2,14,85,363-91
ToraL  Rs. 3,34,89,895° 70




ANNEXURE'C’

Last of importans loss statements { Above Rs. One Lakh cach) pertaining to
M.E.S. awaiting finalisation on 1-y-1963

Sr. Ycar Brief  details
No. Amount

1 11,30.626 1958 S:rm damiges —COD Kanour ~1958

This relates to Jdamages to buildings in
COD Kanpur duc 1o heavy storm in
June, 1958,

A Board of Officers was held on 12 June,
19s8. The loss statement remained
undsr the c¢orrespondence at  various
levels and  ultimately H Q.. Lucknow
Sub Area returned with the
certain  observations. The loss  State-
ment was reported to have been mis-
placed. Fresh loss  Statement was
prepared in July, 1964 and this was
under cxamination by staff authorities.
T'he case has been put up 1o command
Ad Hoc Committee.

3 2,485,997 1952 Infructuous -expenditure due 1o abandon-
+ ment  of Hindon Project.

This relates to an Air Force project at
Hindion sanctioned in April 1949 at
a cost of Rs. 239:67 lakhs. The project
was, however, suspended due to finan-
cial stningency in Dec. 1949 except
for the work on construction of a railway
siding which was in progeress and this
was completed in July 1950. Thr Audit
authorities viewed the expenditure in-
curred as infructuous and raised object-
ion in 19$2-§3. The loss statement
includes expenditure in backioading of
of stores, maintainance and interest
charges paid to the railway etc.

The original loss statement was for Rs.
11-73 lakhs. As a result of observation
of Air H.Q. and CDA, EC (Now CC)
Mecerut, Loss Statement has been revised

204



3. 2,858,322 1961

4 1,29,477 1957

s LIL,595 1953

Government sanction

was accorded on
19-6-65.

and revised loss statement with audit
report of CDA was submitted 10 Air H.Q.
on 1 June, 1963. This is under exumina-
tion between Air H.Q. and Ministry
of Defence and Finance.

Storm Damuges to buildings ar Kheria 1961

The case remained under  correspondence
between H.Q.  operutional  Command
No. ¢ Wing AF Station Agra and CDA
EC. The case is under examination
at Command H.Q. on the basis of the
audit report of CDA and the clurification
given by the user formations.

Breaskig: of wired plass-Kanpur

This case is in respect of breakage in tran-

sivhandling of wired glass  imported
trom UK & France in 1950. It came
to light in 1947 that regularisation action
in respect of the cost of breakages had
not been taken, A Court of Enquiry
which finalised its proceedings in 1960
held that the breakage in part was due
to bad handling of packages at desti-
nation. ‘The loss statement is pending
finalisation of the disciplinary aspect.

Barrack damages—furniture found deficient

Agra.

This relates to deficiencies of furniture

with units at Agra. Some Barrack
Damages remained unaccepted as the units
concerned had been disbanded. To
ascertain that exact position a Staff Board
of Officers held a complete check of
furniture in the station in 1949-50 asa
result of which surpluses and deficien-
ciecs were found. The Board remarked
that irregularities were mainly due to
the accounting of similar items under
wrong nomenclature.  The surpluses
were brought on charge and loss state-
ments prepared for the deficiencies in
1953. The case was examined and re-
commended for write off by Command
Ad Hoc Committee in 1957 but it could
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6. 1,00,000

1948

nmbeputuptoCcnmlAdHoc Co-
mmittee as it was wound up by that time.
The case was put up for Govt. sanction
but Ministrty of Finance (Defence)
wanted a fresh audit report from CDA.
The CDA raised a certain observation
and replies were furnished by the chief
Engineer. Audit Report received and
the case was submitted to Central Ad
Hoc Committee.

Fire at Kingsway Camp, Delhi—1948

Government sancrion This relates to loss of certain buildings
was accorded on

30-11-64

7. 2,18,113

Governmen:
was accorded
a8~1a2-64.

1954

on

in Kingsway Camp, Delhi in May 1948
due to outbreak of fire. Court of Enquiry
was completed in  December, 1948.
Loss Statement with the Court of Inquiry
proceedings was under  examination
at various levels but got misplaced.
Under instructions from QMG’s Branch
a fresh case was initiated in 1963. CDA
WC Meerut raised certain objections which
were replied by CE. Loss statement
with CDA’s audit report was received
on 9-5-64. Casc was considered by the
Central Ad Hoc Committee on 27-7-64
and recommended for write off under
Govt. Orders.

Non-recovery of remt eiwc. charges—Cecil

Hotel, North Cote Guest House and other
Messes—Bombay:.

sanction This comprises of 3 logs statements due

to non-recovery of amounts from Cecil
Hotel, North Cote Guest House, and
other Messes which were occupied by
Officers during 1947—49 and controlled
by local staff authoritiecs. The amounts.
became irrecoverable as the whereabouts
of the individuals are not known and it
was decided in 1954 to treat the irrecover-
able amount as aloss. Ministry of Finance
called for further details but due to lapse
of time complete details are not traceable.
The case was considered by the Central
Ad Hoc Committee on 27 July 1964.
The Committee recommended regularisa-
tion under Govt. orders.
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8. (a) 1,72,73 1954 [rrecoverable  quartering charges—Bombay
(b) 1.45,493 L
(c) 2,16,952 The loss statements were under examination

by Staff authorities at various levels and
are being put up to Ad Hoc Committee
for regularisation.

9. 1,39,514 1956 Bridging stores—571 Engincer Park

This pertains to bridging stores issued to
Ficld units in J & K for repairs to flood
damages and received buck in unservi-
ccable condition. The case has been
submitted to Centrul Ad Hoe Committee.

10. 1,08,706 1949 Regularisation of loss of Bricks—Palam

The loss statement was  considered by
Command Ad Hoo Committee in 195§
and recommended to be pursued in the
normal manner.

The casc was under examination in consul-
tation with Ministry of Finance (Defence)
and has been submitted to Central Ad Hoe
Committee for regularisation.

11. 1,50,089 1954 AC Products—Damage in storage and handling
—Engineer Park  Delhi.

The loss statement is in respect of damages
1o Asbestos cement sheets, ridges, etc.
in handling and storage over a long
period.

The case is under consideration with Ministry
of  Defence.

12. 1,43,983 1962 Non-existence of certamn Temporary  and
Permanent buildings in Lucknow Cante.
The case has been submitted to Command

Ad Hoc Committee.,

13. 1,04,540 1957 Cement, Coal and Steel—Ambala
This case relates to deficiencies in stock.

Loas Statement was returned by CDA WC
with certain observations and the same
have been replied to CDA. Case is
being put up to Commend Ad Hoc
Committee. o
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14. 1,37,152 1959 Infructuous expendirure, Calcutta

Infructuous  expenditure on account of
absndonment of Diamond Harbour Pro-
ject Calcutta—1959. Demolition State-
ment  sanctioned by QMGs’  Branch
and the demolished materials are awaiting
disposal. l.oss statement will be modified
after the disposal of the materials.

15 1,75,683 19<1-52 Deficiencies noticed during the stock taking
tn  S1-§2 in Enginecr Park Delhi.

Government  Sanctton Surpluses and deficiencies were noticed
was accorded on 5-2-1965 during stock verification.

The  discrepancies were re-checked by
a departmental  Board of Officers and
a Suaff Court of Inquiry was convened
in 1955-§6. Surpluses were taken on
charge and the loss statement is in respect
of deficiencies. The  case was under
consideration at various levels.

‘This has since been considered by the Central
Ad Hoc Committece on 25-5-64 and
recommended for write off under Govern-
ment  orders.

16. 2,76,455 1956 Non recoverv of extra expenditure sncurred
in completing work left by defaulting con-
tractor—Pulgaon.

Government  sanction This refers to a  contract of 1951-1952

was accorded on 8-12-64  Arbitrator ruled no amount was recoverable
trom the contractor. The amount of
loss staterment was revised to Rs. 1,22,138/-
the actual expenditure incurred by the
Government for completion of the work.
The balance amount being 10%, of penalty
on delay is not an actual loss.

The case has since been considered by the
Central Ad Hoc Committee on 7th August
1964 which recommended write off under

Government  orders.
17. 1,19,830 1962 risation of Govr. dues from comtractor
h P.G. Kate Poona—contract of 1950-

s1.

Government  sanction  Bxtra cost of work left i lete and
accorded on 30~-11-64 carried out departmentally. tractor
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2.25,076

1,81,6313

1950

1954

3

4

i et o oo SRS O AR b T 7oA s+ V1 e At

refused to pay. Arbitrator awarded a
portion in favour of Govt.  This could
not be recovered as the contractor was
ultimately declared insolvent by Govt.
Loss statement initiated in 1962 in consul-
tatton with audit for the entire extra cost.
Casc put up to Central Ad Hoc Committee.

Damage (o bnldings on account of storm

during Aav-Jwne 1050 at Panagarh Base
and Ondal  Airfield.

Loss  statement  since  sanctioned  vide

Gove. of India,  Minmistry of Defence
lerter No, 43344 452 EC'E2A/3337/D
(W-11,  dated  13-4-64.

Loss of bridging stores—<s71 Engineer Park.

Discrepancies—both surpluses and deficien-

cies were found in stock verification of the
Park in 1952-§3. A Board of Officers
investigated  the  discrepancies  in - June
1953 and were of the opinion that these
were largely due to wrong linking or
wrong indentification in the past due to in-
experienced store keepers. ‘The stores were
re-checked in 19§3-64  as recommended
v the Board and  the surplus (R,
1,54.049)  wete taken on charge and the
loss statement i question prepared  for
the  deticiencies. The loss  statement
was under examination at various level
and has been put up to the Command Ad
Hoc  Committee.



ANNEXURE ‘D

List of Important Loss statements (Above Rs. One Lakh each) Pertaining
to ESDs awaiting Finalisation on 1-9-63.

1. 1,22,093°81 Unmserviceability of Mechanical Egquipment Spares

Government sanction This Loss Statement relates to losses

accorded on 21-10-64  due to deterioration of perishable articles
such as Gaskets, Seals, Bellows, Rubber
Hoses, Felt Washers etc. and rejection
by EME of certain  spares which were
received in the Depot during World
War II. Although the receipt of stores
received thus could not be avoided, no
fresh purchase was made of these stores
during the period.

The unserviceability of spares came to
light in the year 1955-§6 at the time of
issue of these spares. These spares were
received  from abroad in sealed packets
and to protect these from humid climate
these were kept in original sealed packets
till the time of issue. When opened
during 1955-§6, unservicecability was
noticed.

(a) Stores were issued to EME Work-
shops KANKINARA (now 507 Army
Base Workshops) but were rejected
by them.

(b) When original sealed 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
responsible.

The unserviceable stores in question were
sold by auction on 13th September,
1960 along with some scrap for Rs.

7,000’00.
2. 1,06,983:7¢ Loss of fels Bitumenous, PBS, CI Pipes
3. 8,76,984°92 Corrugated Sheets Components of Single
4. 6,57,137°65 Missen Huts etc. Back loaded to ESD
PANAGRAH

210
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a1}

Government sanctiom {The above loss statements have been

accorded on 2-2-65.

151-44 Lakhs

P for losses of various stores
{viz., Felt Roof Bitumenous, PBS, CI
Pipes, Corrugated Shects, Components
of Single Nissen Huts etc. etc.) which
were back loaded 1o ESD  PANAGARH
by various formations after cessation
of last World War II.

The stores were held in General Stock
and Subsequent  deterioration/unservi-
ceability was noticed in 1954. Deterio-
ration was duc to long storage and
climate  effect.

Boards of Officers were convened on different

dates who examined all the aspects of the
losses.

The Central  Ad Hoo  Committee has
recommended the write off the amount.

Difference bertoeen the book value and sale
value of stores disposed of by DGS&D.

The case pertains to the difference between
Book Value and sale Value of all the
machinery  declared for disposal through
DGS&D.  Most of these machines were
back-loaded from Eastern Theatre of
War and were stripped of all serviceable
clements such as Dynamos, Magnitor,
Carborators, Tip, Fuel, Injectors etc.
to keep other machines in running condi-
tion as well us to keep stock of such
ttems for future replacements, as supply
of spares used to take unduly long time.

Large number of machines were disposed
of by DGS&D before the partition of the
country and a good number of these
machines were sold to Priority Indentors
by DGS&D at concessional rates of
20", of the assessed market price fixed
by DGS&D. Technical and Educational
Institutions were given these machines
at one fourth of the sale value. Scien-
tific and Educational Institutions were
sold these machines at §°, of the Market
Value fixed by DGS&D.

The difference between the Book Valué
and Sale Value is partly du¢ to the disposal
method at reduced Market Value in

itk




212

accordance with Government of India
Policy adopted by DGS&D for catering
to the other Government Departments,
Autonomous Bodies and Institution
etc. for the develorment of the country
and partly due 1o the obsolescence of
the machinery.

The case is under examination of the Govern-
ment.

6. 1,$4,524°00 Loss of Ponstoons MKV due 1o unserviceabiliry.

Governmenr sunciien The  case i in respect of  loss

accorded on 1-1-65, of Pontoon MK V-33 Nos. due to fair
wear and tear. These boats were clas-
sificd  as unfit for repair and declared
unscrviceable  due to  structural weak-
ness.

The case has been recommended by the
Central  Ad Hoe Committee for write
oft under Government orders.

Recommendation

(i) While the Committee are glad to be informed that the alter-
tions in measurements were, on investigation found to be reason-
able, they feel that it was a grave lapse on the part of the officer
concerned not to have recorded full reasons therefor. The Com-
mittec were given to understand in evidence that for this omission,
the explanation of the officer concerned has been called for. The
Committee would like to be furnished with a further report in the
matter.

(i1) They also desired that with a view to obviate the recurrence
of such lapses, the Ministry should issue such directiong that non-
compliance with the existing instructions regarding recording of
measurements and maintenance of measurement books would be
viewed seriously. The officers who make any alterations in the
measurement books should also be required to record full reasons
therefor.

(iti) The Committee are not happy over the inordinate delay in
the supply of relevant records to the C.T.E. It is hardly necessary
for them to point out that if the purpose underlying the technical
check by the CTEs Organisation is not to be undermined in any
way, the relevant records should be furnished to them promptly.
The Committee trust that the Engineer-in-Chief's Branch will bear
this in mind in future.

[(Sl. No. 25 (Paras 31 & 32) of Appendix VII to 17th Report (III

Sabha) 1963-84.]
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ACTION TAKEN

(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 Chief Engineer and Engineer
in Chief respectively.

(ii) Necessary instructions have been issued by the E-in-C vide
Annexure I. Note 6 of the fiv-leaf instructions in the Measure-
ment Book vide Annexure Il states that corrections should be ini-
tialled and dated. The rule does not stipulate the reasons for cor-
rections being recorded. This is because corrections are usually of
minor nature, made during test checks. Besides not serving much
useful purpose, giving reasons for each correction would become
cumbersome and, with the limited space in the Measurement Book,
make the record confusing. However, as opposed to these correc-
tions of minor nature, alterations of descriptions of items of work,
which sometimes have considerable financial effect may be involved.
It is considered that reasons should be recorded for such alterations.
An amendment vide Annexure Il suitably amplifying the fly-leaf

instructions in Measurement Book has been issued to bring out’
this point.

(iii) Documents required by CTE are normally furnished with-
out delav. 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.ADS. has seen.
[U.O. No. 15(7)/63/3332/D(W-11) dated the 1st November, 1966.]



ANNEXURE 1
No. 96304/E.C.
ARMY HEADQUARTERS
(Engineer-in-Chijef’'s Branch)
DHQ PO NEW DELHI-11.
14 January 1964.
To

The Chief Engineer,
Southern Command, Poona-1
Eastern Command, Fort William Calcutta-21
Western Command, Simla-3
Central Command, Lucknow.

SussreT: —Measurement Books.

In an Item Rate Contract for provision of traverses certain proce-
dural irregularities regarding record ng of measurements and main-
tenance of measurement Books were observed. The following ins-
tructions are issued to avoid recurrence of such cases: —

(a) In contracts involving earthwork, all relevant details (such
as location of work, borrow pits or places from where earth
is obtained, and leads and measurements of work must be
carefully recorded as the work proceeds and the contrac-
tor's signature obtained 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.

214
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2. Non-compliance with the above instructions will be viewed
seriously.

3. This cancels our letter of even No. dated 2nd March 1964 on the
above subject.

Sd/-

for Engineer in Chief.
Copy to: —

Chief Engineer
West Coast, 26 Assave Bldg. Colaba, Bombay-5 etc etc,

* . -

ANNEXURE 11

Measurement Book IAFW 2261
NOTES

References: —

1. The Measurement Book 1s a most important record being the
basis of all accounts of quantities whether of work done by daily
labour or by the piece, or by contract or of materials received 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.
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(d) When dimensions are to be timesed the timesing figure
must be written in the ieft hand column and vertical line
drawn betwren it and the d mension.

(e) All calculations necessary to find 2 dimension must be en-
tered on the right hand side of the Book.

(f) When entering the areas or contents found by multiplying
dimensions together in the contents column the results are
all to be worked out and written down to the nearest
twelf*h of a foot.

3. For lerge works a separate Measurement Book may be set
apart. or_ if found convenient, two or more books mav be set apart
for different classes of works.

4. In the case of important services the C.R.E. may order measure-
ments to he carned out by his Surveyor of Work.

Failing such orders measurements should. as far as possible, be
taken by $.D O, and no! by their subordinates.  When measurements
arc taken by subordinates their accuracy should invariably be tested
by comparison with sanctioned plans and specifications and also by
actual measurements of a proportion on the site by S.D.Os.

GEs are personally responsible for all measurements made by
their subordinates and it is their duty both to take suflicient test
measurements on site to satisfy themselves of the accuracy of the
measuring and by periodical examination of measurement books to
ensure that the rules are being complied with.

Whenever possible a certificate of acceptance by contractors of all
measurements pertaining to the'r 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;

(¢) 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.
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(1) In the case of bills for supply of materials—

(a) name of supplier;
(b) number and date of his agreement or order;

(c) purpose of supply in one of the following forms applica-
ble to the case:-—

(i) “Stock™ (for all supplies fur stock purposes).

(i) “Purchase™ for direct issue to (here enter full name
of work as given in estimate)

.......................

(1) “Purchases™ for (here enter full name of work as
given in estimate) ... ... ... .. ... .. i0ie ..

(d) date of measurement,

and should end w th the dated signatures of both parties en cach day
on which measurements are made.

An abstract of measurements will then be prepared in cuplicate
on IAFW 2264 by the SDO. or the SW. concerned. It will collect,
in the case of measurements for work done, the total quantities of
each distinct item of 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
over but left untoucred. The entries in the ‘Contents’ columnshould,
however, be made in ink in the first instance and not inked over.
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8. As all payments for work or supplies for which a Measurement
Book is required to be used, are based on the quantities recorded
therein, it is incumbent upon the person taking the measurements to
record the quantities clearly and accurately. If the measurements
are taken in connection with a running contract account on which
work has been previously measured, he is further responsible (1) that
reference to the set of measurements is recorded, and (2) that if
the entire Job or contract has been completed, the fact is recorded
prominently just above his initials. 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 Book.

8. 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 diagonal lines, the cancellation be-
ing attested.

10. When any measurements are cancelled, the cancellation must
be supported by the dated initials of the Officer ordering the cancella-
tion or by a reference to his orders initialled by the officer who made
the measurements.

In either case the 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 all 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 “Contents” column of the Measurement
Book completed in ink by a clerk but he must abstract the result
himself.

14, When an officer or subordinate is required to submit his
Measurement Book, with his accounts, to the Divisional Officer, he
should be supplied, if necessary, with a second book for alternate use.

15. From the Measurement Book all quantities gshould be clearly
traceable into the documents on which payments are made.

When an abstract is made out for work measured, every page of
the book recording the measurement must invariably be lined off with
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u continuous vertical line by the officer or subordinate making the ab-
stract and a reference must be made at the beginning of each set of
-dimensions to the Number and Date of the abstract made. The officer
or subordinate who checks the abstracting will also line off all the
measurements with a Iine parallel to the abstractor’s line but in brown
ink and he will also check the reference given.

16. When the Bill 's made out for the work, the reference number
of the Bill must be written in the abstract and the abstract (or num-

hers) mus! be written on the Bill together with the number and date
of order.

The unit accountant before passing the Bill will make and sign
the following endorsement below the above entries: —

checked with the Abstract No................ Dated. ... ..
and bill passed to CM.A,
on ..

..............................

17. On the occasion of transfers, it will be the special duty of Gar-
rison Engineers to see that the Measurement Books with the relieved
officer at the time are recorded in the transfer papers by the numbers
they bear. and are acknowledged by the relieving officer, and that
necessary corrections are made in the name of officer on the fly leaf
of the Measurement Book.

18 In case a Measurement Book is lost an immediate report should
be made of the facts of the case and this report must be promptly for-
warded to the Chief Engineer together with the explanation of all
parties concerned or responsible for the loss.

19. On the completion of each book the Unit Accountant will sign
the certificates:

Certified that the book No. has been checked and it is
found that—

(a) No 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) Griginal 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.

347 (aii) LS—17.
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{(e) The entries are lined off.

(f) In the case of cancelled measurements the reason for can-
cellation has been given and the cancellation signed by the
person who made the measurements and the Garrison En-
gineer.

(g) The index is complete.

(h) Each set of measurements is signed by the officer by whom
they were actually made.

(1) Each set of measurements bears, in addition to the signa-
ture of the officer or the subordinate who made the measu-
rements. the initials of the clerk who checked the calcula-
tions and the signature of the Officer who passed the mea-
surements or paid the bill.

Unit Accountant

Dated . ... ......
Record
Garrison Engineer
.......... Division:
Dated..............

ANNEXURE 111
No. 15(7) ;62/6917 D (Works-II)
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE

New Delhi, the 30th July 1965
“Bth Sravana, 1887.
To
The Chief of the Army Staff,
NEW DELHI.

Susyecr: —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)..
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Delete the existing notes 10 and 18(f) of the fiy-leaves at the
beginning of the Measurement Book and substitute as under:—

(a) Note 10

“When the descr.ption of an item of work is materially
altered the reasons for the same should be recorded by
person making the alterations in addition to this being
initialled and dated. The decision of the GE as to
whether the alteration is material or not shall be final.”

(b) Note 19(f)
“Whenever the description of an item of work has been

materially altered the reasons for the alteration have
been recorded bv the person making the same.”

2. This is issued with the concurrence of the Ministry of Finance
(Defence) ride their UO. No. 1964- W-1 of 1965
Yours faithfully,
Sd/- VINAY VYAS.
Under Secretary to the Government of India.

Copy of the above forwarded to:--
The Controller General of Defence Accounts.
The Director of Audit. Defence Services, ctc. ete.

L] L ! ! 4

No.2(1)-85,D (HAL-1I) AVRO
GOVERNMENT oF INDIA
MINISTRY OF DEFENCE
New Delhi, the 30th October, 1965.
OFFICE MEMORANDUM
SusJyect: —Public Accounts Committee—17th Report on the Appro-

priation Account (Defence Services) 1961-62 and Audit Re-
port, 1963.

The undersigned is directed to refer to this Ministry’s Office
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 Repori of the Public Accounts Committee
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(Third Lok Sabha) which may be substituted for the statement for-
warded under the aforesaid Office Memorandum.

2. This has been vetted by Audit

Sd/- B. N. DHOUNDIYAL,
Under Secretary to the Govt. of India.
To

The Lok Sabha Sectt.,
New Delhi. (40 copies)
Copy forwarded to:

1. The D.AD.S., Church Road. New Delhi.
2. The Ministry of Finance (Def;Proj).

3. The Deptt. of Supply.

4. D(Budget) Section.

MINISTRY OF DEFENCE
{Department of Defence Production)
Recommendation

S. No. 34 (i) -—The case referred to in para 29(a) of the Audit Re-
port (Defence Services), 1963 is another instance of bad planning and
innrdinate delay. It is deplorable that in the case of a machine
ordered against an ‘Operational Immediate’ Indent, stipulating the
completion of supply by November, 1960, the final sanction to the
construction of an air-conditioning building, required for its utilisa-
tion should not have been accorded till September, 1962, As this
building (in the absence of which the machine could not be utilised
to more than 20-30 per cent of its capacity), was estimated to take two
vears for completion from the date of order of commencement, it
would not be before September 1964, that the machine could be ex-
pected to work to full capacity.

S. No. 34(ii).—The Committee desire the Ministry of Defence to
give serious thought as to how to obviate the recurrence of such cases.
They would, in particular like the Ministry to examine, in consulta-
tion with Finance, whether the eristing procedure for the issue of
sanction/administrative approval did not require to be sireamlined in
the case of urgent Defence Works which brook no delay.

S. No. 34(iii) .—The India Store Deptt., London, are also not free
from blame in this case. As against the normal period of 1-2 months
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-

taken in inspection, packing and despatch, they had taken about
three months, although the Indent was an ‘Operational Immediate’
one. The Committee are informed that the attention of India Store
Department has been drawn to the delay in the present case. They

trust that the said Department will scrupulously avoid such delays in
future.

[S. No. 34(i) to (iii) of Appendix VII to 17th Report, (1963-64).]
ACTION TAKEN

S. No. 34(i) . —Before 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 Govl. in
May 1960 and formal approval was conveyed in June 1961 and revis-
ed admin. approval in September 1962. The files leading to the issue
of the administrative approval and revised admin. approval have been
examined carefully. The proposal had all along been dealt with
promptly, at each stage. The time taken to issue the administrative
approval was certainly longer than it should take to sanction such
works but it must be viewed in the background that Government was
venturing on an entirely a ncw project of aircraft manufacture and
it had no precedent before itself to guide it. It was, therefore, apt
that the proposal was scrutinised carefully at all levels in Air Head-
quarters, the Ministry of Defence and the Ministry 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 complet-
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 it 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, of streamlining the exist-
ing procedure since the Emergency Works Procedure is already in
existence. However, instructions have been issued to al Undertak-
ings under this Ministry that while considering proposals for the
purchase of equipment, it 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 of the installation/
operation/maintenance facilities in respect of equipment for which
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orders have already been placed and submit periodical reports to
the Government in respect of cases where such delays are anticipat-
ed. A copy of this Ministry's letter No. 17(21) /64-D (PS), deted 18
Nov. 64 is enclosed.

S. No. 34(iii).—~Necessary instructions bave been issued by the

Department of Supply to the DGISM, London.

To

No. 17(21) /64-D (PS)
GOVERWMENT or InDIa

MINISTRY OF DEFENCE
New Delhi, the 18th November, 1984

The Managing Director.
Hindustan Aeronautics Ltd.,

Bangalore.

The Managing Director, Hindustan Aeronautics Ltd.,

601, Sachivalaya Annexe, (with 4 spare copies)
Bombay-32.

The Managing Director,
Bharat Electronics Ltd..
Jallahali, Bangalore,

The Managing Director,
Praga Tools Ltd., Secunderabad.

The Managing Director,
Bharat Earth Movers Ltd., Bangalore.

The Managing Director.
Mazagon Dock L.td.. Dockyvard Road,

Mazagon, Bombay-10.

The Managing Director,
Garden Reach Workshop Ltd..
43. 46 Garden Reach, Calcutta.

SusJEcT: —Delay in the utilisation of imported equipment—Observa-

tions made in the Audit Report (Def. Services) 1964.

Sir.
I am directed to say that a case appeared in the Audit Report

(Defence Services) 1964, where the delay in utilisation of an import-
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ed equipment has been severely criticised. The equipment had re-
mained uninstalied for over three years. It has been observed in
the Audit Report that lack of fore thought and proper planning were
responsible for the delay in the utilisation of the equipment. It is,
therefore, degired that adequate care should be taken by all concern-
ed to ensure that such lapses do not recur. While considering pro-
posals 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.

2. I am therefore to request that in future before ordering an}:
new equipment, the above points should be kept in mind and a cer-
‘tificate invariably furnished to Government regarding availability
or provision of necessary facilities for the installation, maintenance
and operation of 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/operation,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.

Yours faithfully,
Sd;- GIAN SINGH,
Under Secretary to the Government of India.

Authenticated for issue.
Sd/- B. L. BHATT,
17,11/64

Copy forwarded to:—
The Ministry of Finance (Defence/Proj.).
D(HAL),D(BEL)/D(GRW MD)/D(MIG) /Avro Project Office

Recommendation

(i) The Commattee note that 297 of the 340 imported sets (cost-
ing Rs. 5.90 lakhs), stated to be required for immediate incorporation
as jar back as in 1958, are still lying in stock. While the Committee
appreciate the difficulties in the immediate incorporation of the
modification in the forward areas, they cannot help observing that the
Air Force authorities had been highly unrealistic in their assessment
of the time required for the incorporation of modification.
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(ii) While the Committee appreciate the nesd to tap indigenous.
sources to the maximum possible extent, they feel that the time taken
to do so should be reasonable so that the purpose for which the mate-
rials gre required is not undermined in any way. In the present case,
the authorities concerned had taken about three years to find the
materials indigenously at the end of which period they had to place
orders abroad for as many as 31 parts, with the result that 223 sets
of the parts, supplied by the HAL could not be used. The Commit-
tee desire that vigorous efforts should now be made for the expedi-
tious procurement of the remaiming parts so that the modification
can ‘be incorporated in the aircraft as early as possible.

[S! No 36 of Appendix VII to 17th Report (3rd Lok Sabhal.

ACTION TAKEN

(i) It 15 accepted that the assessment of time for the incorpora-
tion of Vampire modif.ications 3494 and 3495 was unrealistic. The
modification kits for 3494 and 3495 were ordered on HAL and UK
respectively. Deliverics from UK. were about 10 months earlier than
those from HAL. It is also accepted that there has been delay in
ordernimg consumable spares from abroad for mod. 3494

(41) (8) Modifications 3494 and 3495 arce complementary and s
such are to be embodied concurrently. Due to non-availability of
modification kit 34984, the sets for 3495 which were imported earlier
could not be utilised. Taking 1nto account the man hours and extent
of work required for incorporation of these modifications, it was de-
cided in September 1960 to embody them during major servicing.

(ii) (b). As all the 31 deficient parts of Modification 3494 have
since been received from U.K., Air Headquarters estimate that two
vears will be required Yor utilisation of 297 sets of modification 3495
which are already available. Therefore, the likely date of the com-
pletion of task will be somewhere in the end of 1966.

Director of Audit Defence Services has seen.

[U.O. No. F. 4(50) /63/D (Air-1). dt. 26-5-1965 ]

M1INISTRY OF TRANSPORT

Recommendation

(i) The Committee observe that the ship in question scheduled to
be delivered by September, 1959, is now expected to be completed by
October, 1964. The Committee take a serious note of the delay, parti-
cularly as the ship is stated to have been urgently required for meet-
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ing the Navy's requirements. While the Committee grant that the
delay was primarily caused by the failure of the Consultants (Messrs
ACL) to discharge their obligation in regard to the supply of detail-
ed construction plans (including co-ordinated plans). they observe
from the conclusions of the Enquiry Committee that the Hindustan:
Shipyard are in no way lses to blame in the matter [t is inexplicable
why the Shipyard should have failed to take advantage of the Naval
Headquarters’ offer to train a squad of electricians in the Naval Dock-
yard. Nor are they able to accept any of the suggestions made by
M'’s. ACL or AEG (Electrical contractors) regarding the erpeditious
completion of the ship. The Commitree desire that every effort
should now be made to complete the Ship by the new target date
(October, 1964).

ACTION TAKEN

The Hindustan Shipyvard did avail of the offer of the Naval Head-
quarters and seven electricians were trained in the Naval Dockyard,
Bombay. M'’s. ACL and AEG had recommended deputation of their
officers to the Hindustan Shipyard Ltd., for expeditious completion
of the ship with rpecial reference to fitting out without preparation
of detailed plans. Such suggestion. it was felt, would only have led
the firms to shirk their further responsibility in the matter.

As regards the extent to which the detailed drawing were requir-
ed, 1t may be stated that the experience of the HSL is that, with the
local technical knowledge of staff available in the yard, detailed co-
ordinated plans were necessary for expeditious execution of the out-
fit work. In fact Hindustan Shipyard Ltd. prepared the co-ordinated
plans for “DARSHAK". This is without assistance from abroad and’
the ship has since been completed and was delivered to the Navy on
29th December, 1964.

Recommendation

In evidence, the Committee desired to know what action had bren
taken on that part of the Report of the Enquiry Committee which
deals with Causes for delay. The representative 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 at this stage might hamper expeditious
completion of the ship. The Committee are a little surprised at this
explanation. They desire that necessary acttion in the matter should
be taken without any further delay.
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ACTION TAKEN

The Board of Directors again reconsidered the matter in the light
-of the view expressed by the P.A.C. and still subscribed to the view
that the Shipyard should concentrate its efforts and energies on the
-expeditious completion of the ship and refrain from commenting
thereon till her delivery, particularly since the shipyard did not en-
tirely agree with all the findings of the Committee. The matter was
not therefore, taken up by the Shipyard till the vesgel was delivered
on 28th December, 1964 and was rendering satisfactory service. The
Shipyard’s views have since been received and the comments of the
Ministry on the findings of the Committee are enclosed as annexure
‘A,

Recommendation

(iv) The Committee deprecate the negligence shown in this cage
which resulted i gn avoidable erpenditure of Rs. 8:80 lakhs in re-
conditioning the electrical and propulsion machinery even before
it could be installed in the ship. They also regret to note that the
Controller of Stores for the relevant periods had left the Yard, before
responsibility for the damage could be fired. The Committee would
like to know the date, on which the damage came to light and the date
-on which the Controller of Stores left the yard. They now desire that
further action in the matter should be taken to fir responsibility
without any waste of time and a report made to them.

ACTION TAKEN

The Board of Directors of the Hindustan Shipyvard Ltd. appointed
at their meeting held on 20th October, 1962 a Committee of two Direc-
tors to investigate into the circumstances in which damage was caused
to the electrical machinery while in storage at the Shipyard, with a
view tp fixing the responsibility.

It will be noticed from the report that normal attention as per the

practice obtaining then was paid by the concerned officers in the
Shipvard for the storage 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 Inspection Department 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 em-



ployee of M s. A. C. L. specifically advised the concerned
departments in the Shipyard not to open the cases till re-
quired for erection on ship.

The Board after considering the Committee’s Report however, de-
cired the committee consisting of Shri Jehangir P. Patel and Dr.
M. V. Krishna Rao. Directors to report further on the following
points: —

(2) Analyse, the various aspects of negligence which had re-
sulted in the damage to the electrical machinery;

(b) Locate the responsibility therefore, specifying the names
of the concerned officers and staff; and

(c) suggest remedial measures to avoid a recurrence in future,

A copy of the report submitted by the Committee is enclosed as
annexures ‘B’ and ‘C". It would be seen that the Committee did not
find it possible to fix individual responsibility for defective storage of
the machinery. having regard to the circumstances prevailing at that
time. These were adopted by the Board at their mecting held on 13th
April, 1964.

The Machinery was received in the Shipyard on 10th April 1968
and was inspected in December, 1961 (when it was required for erec-
tion).

It was only at that time that the damage was detected.

The following officers of the Shipyard were incharge for storage
©of the machinery during the periods shown against each:—

1. Shri R. Seshadri—Deputy Controller of Stores, upto 31st
December, 1961,

2. Shri S. B. Ranadey, Storeg Officer upto 26th December, 1960.

3. Shri M. C. D'Lima. Sr. Suptd. of Stores, from 1st January
1962.

4. Shri C. T. Biddappa, Supdt. (Bond and Machy.), from 27th
December, 1960.

Recommendation

(v) The Enquiry Committee had also recommended that the legal
and other formalities for breaking away from Messrs. A. C. L. should
be eramined by the Management and the Board of Directors. The
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Committee hope that this aspect has been examined. They would
like to be informed of the financial implications of the termination of
the contract with the consultants.

ACTION TAKEN

When the contract for the ve:sel, INS “Darshak”™ was placed with
the Hindustan Shipyard by the Navy, M/s. A. C. L. who were tre
Technical Consultants of the Shipyard at that time, were entrusted,
under a special agreement, with the designing and preparation of the
entire drawings required for the construction of this chip. In July
1858, the main technical consultancy arrangement between the Ship-
yard and Messrs. A. C. L. wag terminated. but the speial arrangement
for the supply of plan- and drawings for the survey vessel continued
to subsist. Under this agreement, M s. A. C. L. had undertaken to
supply all the plans and drawings necessary for the construction of
the survey vessel at a fee of Rs. 6'5 lakhs. While finalicing the
arrangement for the preparation of designgs and Plans with M's.
A. C. L, netither the Shipyard nor M's. A C. L. could have a precise
idea of the exact quantum of work involved in this job ag the vessel
was prototype of construction conceived for a specialised service with
variour extraordinary items of equipment. Consequent on design
work done by foreign consultants situated away from the Shipyard.
difficult problems of co-ordination, some of them almost intractable,
arose between the consultants and the sub-suppliers of various major
items of machinery such as propelling machinery, electrical equip-
ment, piping plant, air-conditioning and ventilation system. In De-
cember 1960, Mescrs 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 visualised earlier as
well as co-ordinate the modified drawings of the sub-contractors. For
this they demanded an extra payment of Rs. 3 lakhs, making a *otal
of Rs. 95 lakhs. This was agreed to and a fresh agreement compris-
ing the full scope of supply of plans, schedule of delivery of plans,
guarantees, etc. was settled in discussion 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/s. 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.
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According to the schedule of delivery contained in the revised
agreement, the supply of all plang including basic designs, detailed
working plans and co-ordination drawings was to be completed latest
by the end of October, 1961. Approximately 474 plans were involved.
apart from Coordination drawings. Upto the end of 1962, only 307
plans had been reccived, besides a few Coordination Drawings. This
-affected the construction schedule of the ship very adversely and put
the Shipvard to heavy loss and great inconvenience. Therefore, in
January, 1963 when it was clear that M s. A. C. L. had failed to keep
their promise to supply all plans including the coordination drawings
according to the terms of the revised agreement, despite all the
.assistance rendered by the Shipyard. the Board of Directors of the
Shipyvard, decided to terminate the arrangement with M7/s. A, C. L.
for supply of plans and to deal directly with various sub-contractors
and make other arrangements for completing the job on hand.

Out of the fee of Rr. 9-50 lakhs payable to M‘s. A. C. L. for supply
of designs plans, an amount of Rs. 505 lakhs had been paid by the
time the decision was taken to terminate the arrangement with them.
The amount paid to them fell short of the work actually done by
them. It was however, decided not to pay the balance to M/. A. C. G,
They did not accept the failure on their part, protested against chip-
vard's decision to break off with them and expressed their intention
tu resort to arbitration. However, they have not pursued the matter
since August, 1963.

Recommendation

(vi) The Committee also understand from Audit that the Consult-
ants have already been paid Rs. 5 lakhs against the total sum of
Rs. 9'5 lakhs due to them under the agreement.. They would like to
know whether the Ministry has satisfied itself that the payment made
to the consultants was commensurate with the services actually ren-
dered by them under the contract.

[S. No. 45 of Appendix VII to 17th Report, 3rd LS.]

ACTION TAKEN

The Ministry is satisfied that the amount of Rs. 5:05 lakhs paid
to M/s. A. C. L, towards their fee of Rs. 950 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-
tion of the vessel.
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ANNEXURE A
Fiwpinas or Tve ExQuiny Comarrrex

{(Para 37)

(a) The failure of ACL to discharge their obligations. In this
connection it may be noted that the design fee was increased from
Rs. 6:5 lakhs to 9 lakhr,

(b) The failure of ACL personnel in Hindustan Shipyard Ltd. to
keep Hindustan Shipyard Ltd. personnel informed of progress of de-
sign, etc. upto July 1958, and to hand over properly prior to their
départure.

(c) The lack of understanding in Hindustan Shipyard Ltd. of how
a chip of this type ought to be built.

'(d) The failure of Hindustan Shipyard Ltd. to take advantage of
NHQ offer to train a squad of electricians in the Naval Dockyard.

CoMMENTS oF QOVERNMENT

Government agrees with the findings of the Committee. Out of
the amount of Rs. 9:5 lakhs payable to Messrs. ACL as design fee, an
amount of Rs_5:05 lakhs had been paid by the time the decision was
taken to break off with them. The amount paid to them fell a litt!
short of the value of work actually done by them. The Board of
Directors 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 the
matter since August, 1963.

Although at the time of placing the orders for this ship in 1954 the
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 M/s. A C. L. It may
be mentioned further that after years of experience of building a
number of ocean-going chips, the shipvard has now gained experi-
ence in methods by which a ship of this type ought to be built. 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'offer of the NHQ and seven electricians were trained in the Naval
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Dockyard, Bombay, essentially requived, yet it may be stated that
the insistence of Hindustan Shipyard Ltd. on coordination plans was
based on the Naval requirements that the general arrangement plan
of the chip showing the electrical fittings, Piping, outfit, Steel etc,
should be submitted first. The recommendation of the Enquiry Com-
mittee, headed by Admiral T. B. Bose, that the detailed coordinated
plans were not necessary was apparently based upon the practice of
shipyards in Europe. The experience of Hindurtan Shipyard Ltd. is
that, with the Local technical knowledge of staff available in the
Yard, detailed coordinated plans were necessary for expeditious exe-
cution of outfit work. This has been borne out by the experience of
Hindustan Shipyard Ltd. on “Darshak” in as much as the vessel was"
completed only after preparation of coordinated plans by Hindustan
Shipvard Ltd. themselves without assistance from abroad.

The ship has rince been completed by the Shipvard and was
delivered to the Navy on 29th December, 1964.

ANNEXURE ‘B’
HINDUSTAN SHIPYARD LTD.. VISAKHAPATNAM-5

Report of the Investigations done by the members of the Board’
of Directors, viz. Mr. J. P. Patel and Dr. M. V. Krishna Rao on 23rd
and 24th February, 1963 to investigate the following:

“Deterioration of electrical machineries received for the con-
truction of Naval Survey Vessel—IN.S “Darshak”--V.C..
136.

AND
Procedure for preferring claims on underwriters”.

The following officers were examined by the Board of Enquiry-
or. 23rd and 24th February, 1963:

(1) Mr 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, Senior Superintendent of Steres

(6) Mr. R. P. Chitra, Asstt. Manager, Engineering Dept.

(6) Mr. Samson, Foreman, Engineering Dept.

(1) Mr. G. T. Biddappa, Superintendent of Rond, Machinery
and Clearance
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(3) Mr. D. Mukhalingeswara Rao, Accounts Department
(8) Mr. P. V. N. Raju. Accounts Department.
As a consequence, the facts narrated below were brought out.

The eight packages of machinery containing the propulsion motor,
generators and auxiliarv engines for the Naval Survey Vessel—V.C.
138 arrived in the Yard on 10th April, 1958 by ss. ‘Jala Dhanya".
The weight of respective cases were as follows:

(a) Propulsion motors-2 Nos. (case No, 8 & 15)—27 tons approx.

(b) Propulsion generators-2 Nos. (Case Nos. 9 & 16)—-15 tons
approx.

(c; Auxiliary generators-4 Nos (Case Nos. 1 to 4)-—14 tons
approx.

The cases were kept under the 125 tons crane under cover of double
turpaulin as 1s the usual practice. These packages aie alsn kept
under bone till they are fitted on 1o the ship and the slup sails from
here. It as the usual practice in the Yard to keep the heavy machi-
neries weighing more than or near about 20 tons under double tar-
paulin cover under 125 tons crane, as there is no facihity for trans-
porting these packages under a covered shed by sunable mobhile
crames in the Shipyard. The practice was in vogue irom the very
beginning.  This covering with double tarpaulins is considered ade-
quate and safe as the packages are packed in seaworthy packing
and will not be liable to leakage under normal circumstances

Even if temporary covered shed was proposed to be built over
these packages. it was not practicable as in that case the 125 tons
crane could not operate for movement of these packaves and also
taking out the machinery from these packages ta be fitted on to the
-ship.

The e nackages were not opened till thev were handed over to
the Engineering Department in two lots. Case Nos. 1.2, 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
practice at that time to open the cases which are imported from
ahroad mainly for the following reasons:

(1) The cases were in sea-worthy packing and thev were good
enough to resist this normal atmosphere condition. The
nacking cases obtained inner lining of tarred waterproof
paper to make it imprevious to water.



(1) There was no proper inspection cell till it started in June,
1860.

(iii) There was a verbal instruction from the then French
Technical Director Mr. Paul Maerten not to open uny
packages till such time the machineries are required to be

installed in the ships under construction, if the cases are
received in sound and outwardly good condition—Exhibit
L

However, in spite of the above conditions the cuses were kept
under cover of double tarpaulin and the packages thvmselves were

raised from the ground by about 6 to 8 inches due tn having dunnage
at the polton of the case. So, no water can get in either {from the
top or from the bottom.

Since the arrival of these cases in 1958, although norma) atten-
tion was paid for the safe custody of the caseg, particular attention
was not possible for the following reasons:

(i) The then Superintendent of Stores was under suspension
from December, 1955 till 30th June, 1959 when his services
were terminated. Two staff members from November
1955 and one staff member from May, 1957 were under
suspension till 30th June, 1959.

(ii) In April, 1958 a start was made to shift all the stores from
old rigging stores and General Stores scatteied all over
the yard to the new General Stores, construction of which
was completed in August, 1857. Similarly. after the com-
pletion of the auxiliary bays of new prefabrication shop,
the machineries from Bay No. 3 and 4 of the old Hulishop
staricd shifting in June, 1959 and in May, 1860, the entire
Bays No. 3 and 4 of old Hullshop were handed over to

General Stores to shift the other bonded materials. for
safe custody.

(iii) In 1958, we got an ad hoc bulk supply of steel in addition
to almost all the machinery packages for V.C. 136. The
total receipt for the year was of a very high order which
ic shown in the Graph for materials handled by Cletrance
(by sea and rail) Exhibit-II (Not enclosed).

1n addition to the above factors, against smooth running of the
organisation, several officers were Incharge of Clearance, Bond and
Machinery Stores since 10th April, 1958, the arrival of the packages
till the handing over of packages to the Engineering Department.
The organisation as on 10th April, 1958 was as follows:

347 (aii) LS—18.
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(1) Mr, A. R Khosla, Controller of Stores.

(2) Mr. R. Seshadri, Dy. Controller of Stores (Incharge of
Clearance, Bond, Machinery and Disposal).

On 13t June, 1859, Mr. 8. B. Rande, took charpe of Bond. Machinery,
Clearance and Disposal under Mr. Seshadri, who was then over-all
fn-charge of all Stores. Mr. C. T. Biddappa took over th2 charge of
the same on 20th December, 1960. Mr. D'Lima whn was promoted
as Scenior Superintendent of Stores took over charge of Machinery

Stores as well cn 1st January, 1962. A note from Mr. M. C. D'Lima,
Senior Superintendent of Stores, dated 18th August, 1952 is shown

st Exnibit No. I,

The Inspection Department of the Shipyard was started in June,
1960 It was then decided that Inspector of Stores should inspect
all the cases lying under Bond and Machinery Stores. So, he started
firut, with inspection of these bonded machinery where the period
of insurance with the underwriters was about to expire in addition
to the current day to day inspection of the new arrivals.
By adopting this method. he completed the inspection of all the
bonded materials that were in the Shipyard including the fresh
arrivals only in December 1962. That's why, even after the forma-
tion of the inspection Department, these 8 cases of V.C. 136 could
not be examined by him as early as 1960 because their period of
insurance had already erpired. This explanation is not acceptable
to us. Now the shipyard is current in their inspection and except-
Ing the new arrivals, there is no other cases in Bond and Machinery
which have not been inspected by our Inspection Depariment.

As the construction of the vessel, V.C. 136 was delaved, Shipyard
wanted the guarantee period by M/s. AE.G. to be extended. There
was a discussion between Mr. Holzkamm representing M/s. AEG..
and Mr. . C. Raut and Mr. H. S. Rao representing M/s. Hindustan
Shipyard Ltd. In their letter dated 11th February, 1960, M/s. Escorts
L:td., Agents of M/s. AEG, confirmed the discussion saving “due to
tndefinite date of starting erection work on V.C. 136 it does not seem
to be favourable for opening of the boxes and replacing the machi-
nery to climatic conditions afterwards, until erection takes place”.
A copy of the letter of M/s. Escorts is shown in Exhibit No. IV M/s.
M.AN, main suppliers of propelling machinery along with M's.
A.EG. the suppliers of the electrical machineries, vide their letter
dated 7th April, 1960, stated “M/s. AEG. does not want the cases
to be vpened before the installation of the pa:ts into the ship takes
Place, since in this case, the construction of the instrument must be
destroyed and in case of further storage, the vanous pans mi,ght be
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damaged”. The extract from M/s. M.A.N’s letter dated 7th April,
1960 is shown in Exhibit No. V. There were some discussions on
ﬂh 8th and 9th April 1958 between Mr. Borrs rppresentlng M/t.
A.E_G and Mr. J. Charpentier and Mr. H. C. Raut, representing M/s.
Hindustan Shipyard Ltd., regarding the survey vessel, V.C. 136. In
this discussion also, Mis. AEG. opined that “representative cases
eontaining the electrical equivments” should not be opened either
for inspection or for survey as the equipment is spectally packed in
cases lined with special materials to make them absolutely impervi-
ous to atmospheric conditions. A copy of the Minutes of Discussion
Is 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 Shipyard Limited was not
possible due to the restrictions imposed by the suppliers themselves
and under thc conditions prevailing at that time,

At the end of 1961, when it was decided to start erection of the
electrical machineries, Case Nos. 1, 2, 3 and 4 were handed over to
the Engineering Department on 23rd October, 1861. Engineering
Pepartment immediately took up inspection of these cases after
opening and they found that some of them were damaged by rusting
and in one case both propulsion motor field coils were immersed in
she water at the bottom. This inspection was done in December
1961. An extract of the inspection report i3 atlached at Exhibit
No. VII. It was really very surprising how the water could be found
inside the casing as the packing cases had waterproof lining inside
the case and the cases themselves for, these were covered by double
tarpaulin and excepting 8 cases no rusting and damages were found
in any other machinery of V.C. 136. We are not able to get a
satisfactory erxplanation of how the water damage took place.

Immediately on receipt of this report, the representative of M/s.
AE.G. Mr. Holzkamm, visited the Shipyard during 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 Messrs. Escorts’ letter
dated 18th January, 1962, A cony of this letter is enclosed at Exb.
No. VIII. Subsequently, M/s. Escorts by their letter dated 3rd May,
1962 sent us a detailed approximate estimate for the repairs of these
electrical machineries and from the very beginning they suggested
that these electrical equipments have to be sent to Germamy for vé-
pair and test to enable them to give us the required guarantee of
performance sfter repairs e‘c., are carried out. A copy of this letter

ts enclosed st Eahibjt No. IX.



In accordance with the decision taken by the Shipyard/Board
of Directors four packages of machinery-propulsion motors and
generators were shipped to Germany on 22nd June, 1962 per ss.
“Altenfels” and four number of auxiliary generators—Case Nos. 1, 3,
3 and 4 were shipped on 3rd November, 1962 per ss. “Almurtaza”™.
In 1962 when the possibility of repairs of the auxiliary generators
were referred to the different firms dealing with electrical machiner-
fes including Messrs, Heavy Electricals Limited, Bhopal and Naval
Dock Yard; everybody else refused to take this job excepting Naval
Dockyard, who agreed to take up the repairs of propulsion auxiliary
generators only. However, subsequently, even Naval Dockyard ex-
pressed their inability to take up the repairs of such electrical
machineries due to lack of facilities. That is the reason why the
second lot was sent nearly 24 months after the first lot of four cases.

In the meantime, the Hindustan Shipyard Limited applied for
export licence with a request to release foreign exchange to the tune
of Rs. 1,65,000 for the repairs which was sanctioned by the Ministry.
Subsequently it was thought that Rs, 1,65,000 would not be sufficient
to cover the repairs. As such, additional sanction for release of
foreign exchange of Rs. 40,000 was asked for. However, this has not
come through yet. In the meantime Messrs. A E.G. on receipt of
these eight consignments, opened the cases, examined in detail and
has now put up an estimate to the tune of D.Ms. 657,000 FBO. In
addition, the test charges and Lloyd's Survey Fees are separate which
has subsequently been intimated to the Shipyard as D.Ms. 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 delivery whichever is earlier. This
guarantee is nnt sui'able to the Shipyard considering the date of
completion of V.C. 136. Hence, Shipyard has requested Messrs.
AEG. to increase the guarantee period to 24 months after delivery
instead of 12 months. In reply, Messrs. A EG. has agreed to in-
crease the guarantee to 24 months after delivery, if Shipyard is pre-
pared to pay for insurance a sum of D.Ms. 12,000.

The offer of Messrs. A.E.G. is valid upto 30-4-19A3 and the order
has to be placed before 28-2-1963 in order to enable them to send
back the first lot of electrical machinerjes in June 1983 for keeping
the schedule of construction.

Sd/- JEHANGIR P. PATEL,
Sd/- M. V. KRISHNA RAO



EXHIBIT 1
CS.

T.D.

Extract from Receipt ani issue of machinery, piping plant and

electrical materials imported from Germany for V.C. 116/122,
dated 5th January, 1954.

You are aware that a good deal of discussions with Technical
departments and M.D. at the time of receipt of the above materials,
it was finally 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 departments
in cases only (2) that cases received in damaged conditicn are to be
opened and checked with invoices and surveyed, if necessary (3).
In cases of shortages found in cound cases on issue for ercction short-
ages to be reported to Purchase to recover claim from underwriters.
(4) On this basis stores to proceed with Bonding arrangement etc.

EXHIBIT 111

18th August 1962.
SuB:—VC 116 machinery (Propulsion motors and genevators) found defective.

I. Description of machinery found defective

(a) Propulsion motors (Wt. 27 tons

cach approx). . . . 2 Nos. (Case Nos. 8 & 15).
(b) Propulsion generators (Wt 15

ftons each approx). . . . 2 Nos. (Cuse Nos. 9 & 16).
(c) Auxiliary generators (Wt. 14

tons each) . . . . 4 Nos. (Case Nos. 1 10 ¢4).
2. Date of arrival . . . 10-4-1948

3. Name of the vessel by which arrived : “JALADHANYA™
4 Total No. of pkgs. arrived per

the vessel. . . . 44 Nos.
5. Bill of entry No. & date . . 81 dated 18-6-1958.
6. Bond No. & Date . . . 45 dated 29-7-1958.
Where they were stored and how :* At the jetty under cover of doubl®
tarpauling.

8. Whether these pkgs. were mspectcd
by anybody before : . . No.
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9. Nmoftheconcemedoﬂioen

who were in charge . Mr.R. Seshadri (Dy. Co. 8)
upto 31-12-1961.

Mr. S.B. Ranade (Stores Officer)
upto 26-13-1960.

Mr. M. C. D'Lima, Sr. Supdt.
of  Stores from 1-1-196a.

Mr. C. T. Biddappa, Supdt. (Bond
& Machinery) from 27-12-1960

Sd’- M. C. D'Lima.
EXHIBIT IV

ESCORTS LIMITED, FORT BOMBAY-1.
T-196 /SN (In duplicate) February 11,
Messrs. Hindustan Shipyard Limited.
Gandhigram, Visakhapatnam.
VC 136-1.N.S. ‘Darshak’ (Survey Vessel)

2 MAN Main Marine Diesel engines V8V22/30 m
W/No. 309007/8
4 M.AN. Main marine diesel engines W6V22/30

W/No. 305026—29.
Dear Sirs,

Kindly refer to MAN’s letter dated 2nd February, 1960 addressed
to you in regard to the guarantee engineer for the AEG equipment
installed in the Survey vessel. In this connection, kindly refer to
the djscussions our Mr. Holzkamm had with your Mr . C. Raut and
Mr. H. S. Rao, and we have pleasure in confirming the same as fol-
Jows:—

1. 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-
antes. The representative of Messrs. AEG Schiftbau is
requested to check and test the equipment stored for your
Yard and qubmnt the detailed report about the condition
of the same.

2. Due to the indefinite date of starting erection work om
VC 136, it does not seem to be favourable opening all the
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afterwards, until the erection takes place. .o

3. It was agreed upon that you will make necessary arrangg—
ments so that the erection work on the propulsion motors
may possibly start early March this year, that means the
propulsion motors will be tested and inspected soon after
opening the boxes. Regarding the propulsion and auxi-
liary generators, we would request you to please wait for
the reply from our Principals in reganrd to the extension of
guarantee,

We shall thank you to please inform us at the earliest about 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 generators. Furthermore please let us
know whether the proposed time for starting the work on the propul-
sion motors can be kept by vourself, so that our representative may
proceed to Visakhapatnam by early March this year.

Looking forward to your reply and in the meantime, requesting
you to kindly remit the last 10 per cent instalment of DM 287,669,
we remain.

Yours faithfully,
for Escorts Limited,
Sd/-
CC to: M.AN., Augsburg.
AEG Schiffbau.

. EXHIBIT V

TRUE ExTRACT OF M/s. M.A.N's LeTTER No. D2 pATED 7-4-1060 ABOUT
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 they informed us that their final assent cannot yet be
given. Messrs. AEG. were informed by their Indian Agent, Mr.
Holzkamm, that the installation of the engines into the ship has again
been postponed for an indefinite period of time. The AE.G. does
not want the cases to be opened before the installation of the parts
into the ship takes place since in this case the protection of the in-
struments must be destroyed and, in case of further storage, the vari-
ous parts might be damaged. Thus, it will still take some time until



A.EG. i in receipt of a final report about the condition of the vari-
ous engine and electric parts. It is only then that AEG. can inform
us in how far they can agree to a guarantee extension until June,
1961,

EXHIBIT VI

Extracts from the ‘Minutes of the Meeting held in the premises of
Hindustan Shipyard Private Limited, Visakhapatnam on Tth, 8th
and 9th April, 1956 regarding the Survey vessel VC 136

Present:—
Messrs. AEG. ‘ .. Mr. Borrs.
Messrs. Hindustan Shipyard '
Limited. .. Mr. J. Charpentier

Mr. H. C. Raut.

(1) The minutes of the meeting held on 7th and 8th April, between
Naval Headquarters representatives and M/s. Hindustan Shipyard
Private Limited, representatives in the presence of Mr. Borrs of
M/s. AEG. are given to the representative of M!s. A [E.G. for neces-
sary and urgent action in regard to the points for whi~h M!s AE.G.
are responsible.

(2) ® [ ] * [ ]
(3) to (11) . . . .
General: . . . .

Drawings showing special precautions to be taken by HSL. dur-
ing unloading the machinery and shipping in during erection are to
be despatched by M/s. A EG. to HS.L. at the earliest:

In the opinion of M/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
conditions. Opening of any particular case may be effected, if it is
found damaged during transit. Such cases after examination are to
be repacked in the same way and stowed in a sheltered dry place.

Sd’/- J. CHARPENTIER,
Technical Director
Sd/- H. C. RAUT.
Sd/- (Borrs.)
A.EG. Representative
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BXHIBIT vlI

EXTRACT FROM “VC 13 REPORT OF INSPECTION AND OVERHAUL-
ING OF THE AUXILIARY DIESEL ENGINES AND MAIN DIESEL.
BNGINES IN THP ENGINEERING DEPARTMENT”,

Bngines inspected: (1) 4 Auxiliary Diesel engines coupled with
generator W6V22/30 Super charged.
(2) 2 Main Diesel engines.
(3) Propulsion motors and Main generators.
L] ] [ ] L [ ] [ ]

Both the propulsion motor field coils are immersed in water at
the bottom. The generators for Main engine do not have water at
the bottom but the parts are rusted inside. Only a superficial inspec-
tion was carried out for these 4 machineries,

Conclusion:

By viewing the condition of one auxiliary engine which has been
overhauled 50 per cent, our comments about replacement of original
parts 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

13-12-1961.

EXHIBIT VIII

T-196/Hok. 18th January, 1962.
M/s. Hindustan Shipyard Ltd. (in duplicate)

Gandhigram, Visakhapatnam.

Electrical propulsion equipment for VC. 136-I.N.S. “Darshak”
AEG. Ref. $.3272 B 555,

Dear Sirs,

This has reference to my visit to your 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 procedure.



Kindly note that these suggestions will have to be confirmed by my
Principals, M/s. A EG. who in general, I feel that the same will bo
unaltered. ;

In regard to the scope of replacement parts, kindly note that when
stating the value of Rs. 100,000 I did not refer only to field coils and
inter-pole coils but also to other materfals which at the time of
executing the required works are found defective or deteriorated.

Kindly let me have your views on these suggestions by return of
mail to enable 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 Pust, I again pointed out that when installing
the generators and executing the cable connections, you will have
serious difficulties in finding sufficient space for connecting all cables
to the existing terminal boxes on the generators. It is therefore
strongly advisable to accommodate the link boxes on the generators
and I feel that as long as the generators are in your workshop, the
mounting of the link boxes i.e. welding of the same on to the gene-
rators can be executed in the most suitable way. You are kindly
requested to reconsider your final reply and waive the cancellation
-of the order for the same.

Looking forward to your earliest reply for the above suggestion.

I remain,
Yours {faithfully.
For Escorts Limited,

Encl: Sd./- V. HOLZKAMM
A.E.G. Schiffbau
EXHIBIT IX
ESCORTS LIMITED BOMBAY-1.
T-196/HOR 3rd May, 1963.
Messrs. Hindustan Shipyard Ltd.,
Visakhapatnam.

V.C. 136 Reconditioning of electrical propulsion equipment
supplied by Messrs. A EG.-AEG Project No. 26476/62117
Ex. 48.

Dear Sirs,
This has reference to your letter No. CSP|A|Det Pms;ms{zm
dated 7th March, 1962. In response to Mr. Holzkamm’s reéport to
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our principals about reconditioning of the electrical propulsion plant,
we are now in receipt of Messrs. A.E.G’s. estimate for the arising
expenses. We may draw your attention to the fact that since the
exact amount of the damage cannot be anticipated by them before
thorough inspe ‘tion in their works, the estimate as given below will
naturally be on the high side. However, the basic costs of over-
hauling are mentioned separately and this covers the gencral work
involved for overhauling each machine without any replacement
parts. In details we wish to submit our quotation as follows:

(1) For Propulsion Motors Type GLC 6976/8

(8) General overhauling of each machine i.e. dismantling of
machine, removing Compensation frame, dismantling the
Main and Interpoles with Coils. renewing the insulation
of Coil Cores, vacuum-drying the Coils and varnishing,
redoing compensation frame and tinning built anew poles
with Coils, fixing up the compensation frame and insulat-
ing, Armature drying-up and varnishing, dynamical bal-
ancing check-up; Commutator turning. scraping and polish-
ing, cleaning and reconditioning all mechanical parts,
Mounting the machine, testing under no-load.

Estimated cost for general overhauling of cach

machine as mentioned above . . . DM 24,500—
(b) Rewinding of each anpolc Coil Estima-
ted cost cach. . DM ¢,100—~—
(c) Rewinding of ecach Imcrpolc Coil Estima-
ted cost each . . DM 467§—

(d) Rewinding of cach Armature Bstimated
cost each . . . DM s53,750——
(2) Por propulsion Generators Typ' GC 676216

(a) Genaral overhauling of each machine
Scope of work as explained under item

1 (a) Estimated cost each . . DM 22,100
(b) Rewinding of each Mampolc Coi! Estima-

ted cost each . DM 4.450——
(c) Rewinding of each Imcrpole coil Bstima-

ted cost each . . . DM 3,480——
{d) Rewinding of each Armature Esumatcd

costeach . DM 38,600——

(3) For Ship’s General supply Generators Type G 127 Mod.

(8) General overhauling of muchine, Scope
of work as explained under item 1(a)
Estimated cost each . . . . DM 12,700
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(b) Rewinding of each Mainpole Coi! Bstimated
{c) Rewinding of cach Interpole Coil Estima-
(d) Rewinding of each Armature Estimated

DM 3,690
DM 2,530

DM 21,100

Remarks.—The above prices are only estimated considering the
value of renewed old materials. Should in the course of repair any
other damages/faults be noticed other than those mentioned above,
the extra work as well as the extra material required will be charged
according to actuals.

The maximum repair costs can be obiained after adding the indi-
vidual cost mentioned above taking into consideration that the pro-
pulsion motors have 8 mainpoles and 8 interpoles; the propulsion
general have 6 mainpoles and 6 interpoles and the auxiliary genera-
tors have 8 mainpoles and 6 interpoles,

In an extraordinary case like the present, it is exceedingly diffi-
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 basic
nature, although even here, the general overhauling may be avoid-
able in the case of some machines. This could only be determined
after a thorough Ingpection and test of the machines in Germany.

Again the figures indicated represent the best estimate that could
be made at this stage but the actuals will vary depending upon the
quantum of work involved in each case and the amount of material
required to be used.

Costs.—The above mentioned prices are estimated and net for
you provided that the machinery in question will be delivered to our
principals in Hamburg/Bremen with freight paid. Transport costs
in Germany are included in the prices as mentioned above, i.e. from
German seaport to our principals factories and back to the Port of
loading.

Transport Insurance.—Since 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 wisurance for transport in



Germany as well. The equipment will be repaired in the factories
as indicated below:—

(1) Propulsion motors and Propulsion Generators—AEG Fae-
tory, Muehlheim—Ruhr.

(2) Auxiliary Generators—LDW-—Bremen.

Time of Delivery.—The estimated time of delivery for 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 will have to be rewound, the estimated
time of delivery will be approximately 4 months.

Terms of Payment.—QOur Principals recommend the following
terms of payment:

An irrevocable letter of credit to be opened in favour of “AEG
Export Department, Frankfurt/Main., AEG-Hochhaus” with our
principals’ foreign trade bankers M!s. Brinckmann, Writz & Co,
Hamburg 1, Ferdinandstr. 75, for the possible maximum contract
cost payable against shipping documents after carrying out the
actual repairs. Of course it is understood that only the actual amount
applicable for the overhauling’/repairs will be payable to M/s. AEG
and they should be allowed to make partial deliveries.

However, this matter could be settled by mutual discussions.

Costs for Tests and Certificates—Any expenses for tests and certi-
ficates of the respective Class.fication 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 communi-
cation in regard to retesting of the equipment. However, in casc of
a retest, our principals will charge you net according to actuals.

Guarantee—The machines which are overhauled or repaired in
our principals factory in Germany will be guaranteed for a perjod
of 6 months after the date of commissioning of the vessel or 12
months after the date of delivery (date of shipment after repairs)
whichever is earlier.

Conditions of Sale~—Unless our rates are confirmed by us in wri-
ting the AEG conditions of Sale for Export 1960 Edition are valid.



Validity.—The validity of this quotation expires on 15th. June,
1962. Beyond this stage the prices mentioned abave are subject to
confirmation by our principals in Germany.

Regarding the remaining equipment of the propulsion plant our
principals informed us that these could be repaired in your Yard.
The material involved is the propulsion switchboard, the engine room
propulsion desk, the manoeuvring desk (bridge), the exciler con-
verter sets, etc. The repair costs for these will be charged by our
principals according to actuals. Any expenses for replacement parts
as well as other costs applicable Yfor overhaul'repair will have to be
considered when you are opening a letter of credit.

We hope that with the above you will be able to decide to reship
the propulsion equipment to our principals factory in Germany at
an early date to effect soonest action on their end. In case any fur-
ther queries in regard to the above will arise. you are kindly request-
ed to discuss 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 NARAIN,

Vice President.
ANNEXURE ‘C
HINDUSTAN SHIPYARD LTD. VISAKHAPATNAM-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 responsibility therefor, specifying the names of
the concerned officers and staff; and

(c) suggest remedial measures to avoid a recurrence in future.

Shri Jehangir P. Patel was also requested to indicate in his sup-
plementary report the extenuating circumstances, which led to the
negligepce or complacency on the part of the econcerned persons.



Shri Patel agreed to comply with the Board's request with the-
assistance of the Managing Director.

The Sub-Committee’s findings are as follows:—

(a) analyse the varibus aspects of negligence which had
resulted in the damage to the electrical machinery:

(1) The decision not to open cases was correct in normal
circumstances;

(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 was
not practicable due to lack of suitable heavy mobile
crane.

(4) Floods are reported to have occurred in 1958, Even
erection of hut over the machinery would not have

helped.
(5) Inspection was desirable after floods and should have
been done, in spite of (1) above.

(b) locate the responsibility therefor, specifying the names
of the concerned officers and staff:

It is not possible to fix having regard to the circumstances pre-
wedling at that time.

(¢) 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 future, time-lag between
receipt of equipment and installation should not exceed
2/3 months.

(2) Acquire 20-ton high jib mobile crane to facilitate storage
under cover.

(3) Inspection to be carried out if packages are accidentally
exposed to damage, e.g., rain, flood etc.

$4/- JEHANGIR P. PATEL.
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MINISTRY OF DEFENCE
(Department of Defence Production)
Recommendation

The Committee deprecate the abnormal delay on the part of the
-Government in according sanction to the scheme. They desire that
the sanctioning authorities should scrupulously avoid such delays.
The Committee note that, according to the Ministry, the machine was
expected to be installed within the next 18 months. They trust that
every effort will be made by the authorities concerned to ensure that
the machine is commissioned as per schedule.

[S1. No. 51 of Appendix VII to 17th Report (III Lok Sabha).}

ACTION TAKEN

The observations of the Committee with regard to the delay im
the sanctioning of the scheme in question have been noted,

2. So far as the commissioning of the IBM equipment is concern-
ed, all except three peripheral machines were commissioned by 1st
April, 1964. The remaining three machines were commissioned by
4th September, 1964.

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

Recommendation

The Committee are not happy over the manner in which the case
referred to in para 15 of the Audit Report (Defence Services), 1963
has been handled. They observe that the administrative approval for
the construction of the building was accorded a year and a half after
the layout drawings had become available whereafter another two and
a half years elapsed before the work could commence. The result was
that the commissioning of the furnace was delayed by more than
four years. It was urged in extenuation that the tenders were invited
twice, but no suitable contractor came forward io do the job. The
Committee can hardly accept this explanation for the work could
have been done departmentally by the M.E.S. The Committee trust
that the Ministry of Defence will benefit from their experience in
this case, and ensure that such delays do not recur

[Sl. No. 57 of Appendix VII to 17th Report (III Lck Sabha)].
ACTION TAKEN

The Committee have pointed out the delay in the construction
-of the building having occurred at two stages, namely (i) according
of administrative approval; and (ii) commencement of work.
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2 So far as No. (i) is concerned, the position is that on receipd
of drawings of the furnace and its ancillaries, the drawings for
the building were prepared in consultation with the Furnace Makers.
Thereafter a Si‘ing Board was ordered and based on their recor
mendations an approximate estimate was prenared. The examinae

tion of these estimates took time and administrative approval was
accorded in June, 1955.

3. As regards delay in commencement of the work, the position
was explained to the Committee by the departmental witness.

4. Although it was stated by the departmental witness (Technical
Officer from Engineer-in-Chief’s Branch) that the work could have
been done departmentally, on further examination he has revealed
that this could not have been feasible for the following reasonsi—

(a) The work entailed the use of R.C.C. piling. Military
Engineering Service has no piling rig and other specialist
tools to execute such jobs.

(b) A large amount of fabrication and erectinn of structural
steel work was needed. The Military Engineering Service
has no workshop facilities to carry out fabrication of steel
of such magnitude.

(c) The work was of a specialised nature and no trained
personnel for such type of work are available with the
Military 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 been
noted. Instructions have been issued to Director General, Ordnance
Factories and the Engineer-in-Chief to avoid delays of this naturs
vide Ministry of Defence u.o. No. 4/8/64/D(Prod) dated 3rd March,
1965 and 22nd July, 1965 (copies enclosed).

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

(COPY)
MINISTRY OF DEFENCE
(Department of Defence Production)

:SuBJECT: —Public Accounts Committee Seventeenth Report (Third
Lok Sabha) (S. No. 57, Para 82 Appendix-VII) Appropna-
347 (aif) LS—19.



tion Accounts—Defence Services 1961-82—Audit Report,
Defence Services, 1963.

Reference: D.G.O.F. U.O. No. 006/17/A/DPC, dated 17th February.
1964, on the above subject.

A detailed analysis of the delay that occurred at the various stages
bas been made. The following conclusions have emerged: —

(a) The placing of indents on D.G.1.S,, the placing of orders in
his turn on the firm and the delivery of the plant by the
supplier were in accordance with reasonable schedules.

(b) Necessary technical data for finalising plans for buildings
were received in December 1953: still, the adm:nistrative
approval for the civil works (which is only the authority
for commencement of civil works and is not the completion
of civil works) was issued only in June, 1855. This was
mainly due to:—

(i) Elaborate procedure for convening Siting Boards.

(li) Number of authaorities having to prepare and scrutinise
civil works, namely, Chief Engineer, Eastern Command;
Staff Officer (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 the value of civil works was Rs. 15 lakhs. Reasons
were: —

(i) Preparation of tender documents was a dilatory process—
22nd June, 1955 to 21st January 1956.

(li) 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.

(iif) Delay in the commencement of work even after accept-
ance of tender—8th 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 analvsis has shown that at certain stages the delay was
avoidable. Delay in the implementation of various projects and



schemes reacts adversely on the production of munition stores. The
tmperative necessity to avoid these delays may, therefore, be
fmpressed on all concerned.

J. S. (F. & P.) has seen and approved. Sd/- H. R ICHA'I"’JI‘;R.

D.GOF., Calcutta (Shri S. S. Jauhari, Addl. DGOF.)
Min of D. uo. No. 4/8/64/D (Prod.) dated the 3rd March, 1969.

(COPY)
MINISTRY OF DEFENCE
{Department of Defence Production)

SuBJECT: —Public Accounts Committee—17th Report (Third Lok
Sabha), Para 82 Appendix VII (S1. No. 57).

The delay in the nstallation and commissioning of electric are
furnace at ‘e Metal & Steel Factory, Ishapore, became the subject-
mat‘er of ar audit paragraph in the Audit Report, Defence Services,
19€3. The mat™1 was considered by the P.A.C. who have made the
following olLservation:—

“The Committee are not happy over the manner in which the
case 1:ferred t, in para 15 of the Audit Report, Defence
Services, 1963, has been handled. They obseive that
the ucdministrative approval for the construction of the
building was accorded a year and half later after the lay-
out drawings had become available. Thereafter another
two and half years elapsed before the work could com-
mence. The result was that the commissioning of the
furnace was delayed by more than 4 years. It was urged
in extenuation that the tenders were invited twice but no
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. The 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 Commit'ee are being informed that the work could not be
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,
8 detailed case study has been made by the Ministry of Defence.



From the study it transpires that the period between adm'nistra-
tive spproval (June 1955) and completion (Feb. 1860) was too long
considering that the value of civil works was only Rs. 15 lakhs.
Reasons were:—

(a) Preparation of tender documents was a dilatory process—
22nd June, 1955 to 21st January 1956.

(b) The estimating of the value of the civil works was defec-
tive in the first instance; retendering became necessary—
20th March, 1956 to 8th February, 1957.

(¢) Delay in the commencement of work even after accept-
ance of tender—8th February, 1957 to 10th December,
1957. -

(d) Further sanction became necessarv because of inadequate
provisions for buildings and services in the first instance.

3. It will be appreciated that it is necessaryv that the equipment
which is received from abroad should be installed promptly so that
the production may commence without undue delay. The delay
in the installation of the equipment, therefore, partially defea's the
purpose for which the equipment is obtained. It is, therefore,
requested that it may be impressed on all concerned that all pro-
cesses leading to installation of equipment should be attended to
with promptitude 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. uo. No. 4/8/64/D (Prod.) dated 22-7-1965 Copy to JS (Q).

Sd/- S. Y. RANADE,
Joint Secretary (F & P).

MINISTRY OF DEFENCE
Recommendation

The Committee have come across some cases cf serious delay in
the complet'on of important projects and non-utilisation of imported
machinery as a result of defective planning, lack of coordination and
slow progress in the execution of connected works services. Such in-
ordinate delays are bound to have adverse effec's on the indigenous
production of vital stores and the training programme in connection
with which the equipment was ordered. The Committee desire that



the Ministry should give serious consideration to the remedial mee-
sures necessary for obviating the récurrence of such cases,

[S. No. 69 of Appendix VI to 17th Report (Third Lok Sabha) 1963-64.)

ACTION TAKEN

The observations of the Public Accounts Committee have been:
noted.

Suitable Instructions (Copy enclosed) have been issued to all

concerned to avoid delays in the implementation of various projecss’
and schemes.

D.A.D.S. has seen.

No. F.14(21)/64/D (Budget)
(GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 14th July, 1965
MEMORANDUM

SuBJecT: —Planning and watching execution of ancillary facilities and
Civil Works in case of projects,

Cases have come to notice where projects requiring progressing
by different Sections or in different aspects in the same Section have
suffered from a lack of coordinated planning with the result all the
component aspects of a particular project had not progressed agcord-
ing to a coordinated time schedule 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 for
want of fixation of rates or the eligibility of certain cate-
gories of people for treatment.

(ii) Machinery being imported but the building not being com-
pleted as foundation specifications were not formulated
in time.

(iii) Machinery being imported but the air-conditioniag re-

quirement being lost sight of. )

(iv) Machinery being imported but appropriate and timely
action to train personnel to handle the machinery not
having been initiated.
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(v) Buildings being completed, machinery being imported but
ancillary facilities such as approach roads, bridge classi-
fications and power supply not having been provided im
time,

2. The Public Accounts Committee and the Audit have also on a
aumber of occasions criticised such uncoordinated planning.

3. While there is general awareness for the need for planning,
the main difficulty encountered has been to develop and establish a
methodology to ensure such planning.

4. The starting point for such coordinated action would be the
sanction for either machinery or a building project. Planning and
programming should start simultaneously with the issue of a sanc-
tion. All the sanctions issued 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
such coordinated planning is identified in projects, a time schedule
for various 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 months.
Where a case is delayed on account of major issues raised by Finance
or difficulties encountered by the supplying agency, the matter should
be 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 following:—
€1) Buildings.
(ii) Ancillary Services.
(iii) Machinery.
{iv) Establishment.
(v) Any other important requirement such as specialised train-
ing, etc.

8. Every authority seeking sanction for a proposal for a building,
purchase of machinery or a training scheme should simultaneously
provide answers to the following three major questions:—

(i) When will the building in which machinery is to be in-
stalled be completed?

(il) What arrangements have been proposed or made for
training the personnel required to operate the machinery?



(iii) What action has been taken to ensure that there will te-
no time lag between the completion of the building and
the ancillary facilities and the arrival of the machivery.

7. In answering these questions, a time schedule should be worked
out backwards from the day the project should be ready to functiom.
This will lead to the dates by which sanctions and other action im
regard to various other items should be initiated and completled.
The coordinating agency should ensure that action is taken according
to the schedule. This could be done by attaching a programming
proforma to the sanction file and reviewing it from time to time.

8 It is requested that action on the above lines be initiated immu
diately. The effectiveness or otherwise of this procedural drill shouldt
be reviewed at the end of six months.

Sd/- A. D. PANDIT,
Defence Secretary.
To
Secretary (DP).
Additional Secretary.
All Joint Secretaries.
DG1
CCR. & D.

All Deputy;Under Secretaries.

Copy to:—

Army Headquarters Naval Hgrs. (D.C.N.8)

D.COAS.
AG. Air Hqrs. (D.C.AS))
QMG.
M.G.O. All Inter-Services Orgns.
E.-in-C.

Recommendation

While the Committee are glad to note the improvement in the
percentage of overall savings in voted grants during the year under
review (5 28 per cent). they note that the amount of the total saving
during the year was the highest (Rs. 28-13 crores) for the five year
period ending with 1962-63. The Comniittee feel that there is scope
for further improvement in the standard of budgeting in order to
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minimise the gap between the estimates and actuals. They hope that
the position will be kept under constant watch.
(8. No. 1 of Appendix XX to 33rd Report (3rd Lok Sabhs)].

ACTION TAKEN
The observations of the Committee have been noted.

2. While the total saving during 1962-63 (Rs. 28.13 crores) was no
&oubt higher than that of previous years, it has to be viewed against
the fact that the total grant during the year was also by far the
highest, for the five-year period ending with 1962-63. The total
wotcd grants for the Defence Services during the five years ending
196263 and the actual expenditure are summarised below:—

1958-59  1959-60  1960-61 1961-62  1962-63

ots . . 0.326-91 0.305-16 0.338-25 0.342:87 O.399-51
S. 602 S. 21'84 S.132:61
311-18 364-76 §32-12
2 Actua! Expen-
diture . . 30428 293°65 310°17 34363 503°99
3. Savings . . 2263 1753 28-08 21-13 ag8-13
4. Pcrcentage  of
3tor . . 6-92 563 8-30 5°79 528

. [P JRSPRU ——— b i = e e e e e e o e o

Noﬁ::’— Q' sténds fof Ongm;—IGrant and ‘S’_ ‘fof‘ ) Supplement;;y
Grant.

3. It will be seen from the above table that the sanctioned grants
in 1962-63 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 noted 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
of Rs. 53212 crores, Rs. 132.61 crores were obtained bv way of Sup-
plementary Grants. The bulk of it viz,, 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
& prolonged lull in hostilities, could not be foreseen at that time.



5. It has been the constant endeavour of the Ministry of Defence
to improve the standard of budgeting and performance agamst sanc-
tioned Grants. With this end in view, the progress of schemes and
expenditure against the provision made in the budget, is being re-
viewed in a series of meetings, every quarter, commencing from
1963-64. At these meetings the procedural and practical difficulties
arising in the progress of schemes are considered and action taken to
overcome them. Store purchases, works and manutacturing pro-
grammes which in the past accounted mainly for the shortfalls in
expenditure, are critically examined during these reviews. As the
result of such reviews the position for 1963-64 has shown a marxed
improvement, the Budget provision under the ‘Revenue’ grant was

fully utilised, 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 realistic
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 time
schedule for execution of works, supply of stores etc., and some times
also due to policy changes leading to modifications in schemes and
projects in the course of the year. Subject to the limitations and
practical difficulties inherent in the situation, great cure is being
taken to prepare the estimates as accurately as possible. The
position is kept under constant watch.

D.A.D.S. has seen,

Recommendation

The Committee regret to observe that the explanation given by the
Defence Secretary before the Public Accounts Committee last year
(1963-64) that surrenders were due to non-availability of foreign ex-
change involved in most of the manufacturing projects, dres 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 the funds to the extent expected, res it~
ing in shortfall in planned targets. The Ministry have urged that
the surrenders were due to optimistic budgeting. The Committee
find from the Ministry’s note that the savings on these schemes 1ere
due to non-materialisation of supplies of stores or non-implementa-.
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tion of certain schemes. The Committee feel that in the light of the
experience of the Ministry about the procurement of stores and imple-
mentation of various manufacturing schemes, it should be possidle to
achieve better results. The Committee are not happy over the short-
fall of expenditure in case of these important schemes which have
direct bearing on the country’s defence efforts.

[S. No. 2 of Appendix XX to 33rd Report (Third Lok Sabha)].

ACTION TAKEN
The recommendations of the Committee have been noted for
guidance.

2. D.ADS. has seen.
[Note showing Action Taken on S. No. 3(i) of Appendix XX to
33rd Report (3rd Lok Sabha) received and not printed).

Recommendation

The Committee feel concerned to note that on one hand the Min-
istry of Defence have been requesting for more and more foreign ex-
<change, and on the other they are not able to utilise even the reduc-
ed allotments made to them as indicated by the large surrenders
made by them. Also the Committee feel that the manner in which
the foreign exchange has been utilised leaves much to be desired.

[S. No. 3(ii) of Appendix XX to 33rd Report (Third Lok Sabha)].
ACTION TAKEN

The recommendations of the Public Accounts Committee have
been noted.

In reply to the recommendation at Scrial No. 3(i), para 4(i), state-
ments showing the Foreign Exchange demands of the Defence Minis-
try, allocation by the Ministry of Finance and their utilization by
the Defence Ministry, have been furnished for the period beginning
Trom October 1957 upto March 1964. It has been explained therein
that Foieign Exchange budgeting is done on a commitment basis and
cannot be directly related to the expenditure budget. Tne state-
ments showing the foreign exchange allocation and the utilization
would als» indicate that whatever foreign exchange was allotted
to the Defence Ministry from October 1957 to March 1964 was fully

committed.
The snrrenders relate to budgetarv allotments. The payments

did not materialise due to various reasons but primarily due to delay
1n receipt of stores from abroad. The uncertainties regarding over-



seas supplies are well known and experience over the last few years
has shown that no amount of care in preparing the connected
estimates i3 too great for the purpose. Due note has been taken of
this and attempts would be made in future to provide adequate
safeguards so that such shortfalls in budget do not recur.

L.ADS. has seen.

[Note showing Action Taken on S. No. 4 of Appendix XX to 33rd
Report (Third Lok Sabha) received and not printed].

MINISTRY OF FINANCE
(Department of Economic Affairs)

Recommendation

The Committee feel that money drawn from Conmtingency Fund
should not generally be in excess of what is required for immediate
use in anticipation of the vote of Parliament. They desire that neces-
sary instructions may be issued by the Ministry of Finance to all the
Ministries to follow the correct procedure in this respect.

[S. No. 5(ii) of Appendix XX to 33rd Report (Third Lok Sabha).]
ACTION TAKEN
Necessary instructions have been issued vide this Ministry O.M.

No. F.8(19)-B/65. dated 17-7-1965 (Copy enclosed).
[No. F. 8(19)-B/65, dated 17-7-1965]

No. F. 8(19)-B/65
GOVERNMENT or INDIA
MINISTRY OF FINANCE
Department of Economic Affairs

New Delhi the 17-7-1965.
OFFICE MEMORANDUM
SusJect: —Contingency Fund of India—Drawal of advances from—

The undersigned is directed to invite a reference to the following
recommendation of the Public Accounts Committee made in para 6 of
their Thirty-third 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.”
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2. Rule 8-A of Contingency Fund of India Rules envisages thet
if in any case, after the order sanctioning an advance from the
Contingency Fund has been issued in accordance with Rule 7 fbid’
and before action is taken to obtain Supplementary Grant in accor-
dance with Rule 8 {bid, it is found that the advance sanctioned
will remain wholly or partly unutilised, an application shall be made
to the sanctioning authority for cancelling or modifying the sanction,
as the case may be.

3. The Ministry of Home Affairs etc. are requested to carefully
note the recommendation of the Committee and ensure that the re-
quirements of Rule 8-A of Contingency Fund of India Rules are stric-
tly adhered to. They are also requested to bring these instructions to
the notice of all offices under their control.

Sd/- R. K. MUKERJEE,
Under Secretary to the Govt. of India.
[No. F. 8 (19)-B/85)].
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. Administration Branch for circulation in the Department of
Economic Affairs.

3. The Comptroller & Auditor General, New Delhj.

Sd/- R. K. MUKERJEE,
Under Secretary to the Govt. of India.

MINISTRY OF DEFENCE

Recommendation

The Committee find no justification for the failure of the Garrisow
Engineer concerned not to negotiate rates for the extra digging work
when it was realised that the work was exceeding the quantity men-
tioned in the contract. It is regrettable that the Garrison Engineer also-
exceeded his powers in allowing more than 50 per cent deviation in
the work without obtaining the sanction of the higher authorities.
The Committee were informed during evidence that instructions were
being issued that where estimates were likely to be exceeded for some



reason, the work should not be stopped but the rates should be nego-
tigted immediately and necessary sanction obtained. The Committee
would like to be furnished w:ith a copy of these instructions. The
Commiittee also hope that such cases will not recur.

{S. No. 11 of Appendix XX to 33rd Report (1964-65) (Third Lok
Sabha) ].

ACTION TAKEN

An extract of clause 7 of the General Conditions of Contract

(IAFW 2249) pertaining to devitations is placed at Annexure I for
information.

2. Any excess over the limits for deviation prescribed in the con-
tract should be ordered after mutual agreement between the con-
tractor and the au'hurity who accepted the contract, which may in-
clude price refixation where necessary. The Garrison Engineer should
constantly review the position and bring to the notice of the accepting
author:ty, where the contracts were accepted by the higher authori-
ties, of any excess likely to occur to enable timely action being taken
for entering into the agreement. In this case the contract was accep-
ted by the CWE and the agreement should have been entered into
by him before the deviation l'mit was exceeded, and E-in-C’s prior
concurrence obtained for exceeding the deviation limit prescribed.

Detailed instructions have been issued by Army Headquarters and
a copy of the le‘ter is placed at Annexure II. With the issue of these
instructions. it is hoped that such cases would not recur in future.

3. D.ADS. has seen.

[U.O0. No. 2(7) '63/1369/D (Works-1I), dated the 25th Feb., 1966].



ANNEXURE 1

Extract of Clause 7 of the General Conditions of Contracts (IAFW
2249)

Deviations (Applicable specifically to Measurement and Lump
Sum Contracts and generally to Term Contracts):—The Contractor
shall not make any alteration in, addition to or omission fiom the
Works as described in the tender documents except in pursuance of
the written instructions of the GE.

No work that radically changes the original nature and scope
of the Contracts shall be ordered as a Deviation and in the event of
disagreement betwceen the Contractor and the Accepting Officer, the
decision of the next higher authority (or of the Chief Engineer in
case of contracts accepted by him) shall be final and binding cn the
Contractor.

The Accepting Officer, or person specially authorised by him on
his behalf, may vary either by way of addition to and/or deduction
from the 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 shall the Additions/Deductions (arithmetical
sum) exceed twice the Deviation limit.

(¢) The Deviations ordered on items of any individual trade
included in Contract shall not exceed Plus/M:nus 509, 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 109,
of the Deviation limit".
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“Nors: —Individual trade means the trade sections into which
a Bill of Quantities or Schedule ‘A’ has been divided or,
in the absence of any such division, the individual sections
of MES Standard Schedule of Rates, such as, Excavation
and Earthwork, Concrete, Woodwork and Joinery, etc.”.

All additions and deductions wili be priced as per condition 62
hereof and added to, or deducted from the Contract sum. Whenever
the Accepting Officer intends to exercise such right, his intention shall
be communicated to the Contractor by the GE whose order in writing
shall specify the dewviations which are to be made, the lump sum
assessment or the proposed basis of payment, the change, if any, in
the date for completion of the relevant phase and/or the entire Con-
tract. Any objection by the Contractor to any matter concerning the
Deviation Order, shall be notified by him in writing to the GE
within seven days from the da'e of receipt of such order, but under
no circumstances shall the progress of the Works be stopped (unless
so ordered by the GE) owing to differences or controversy that may
arise from such objection. In default of such notification, the Con-
tractor will be deemed to have accepted the order and the conditions
stated therein without in any way affecting the right of the parties
to rectify any mistake on the basis of payment only to the extent it
differs from condition 62. In the event of the Contractor failing to
agree with the GE regarding the proposed alteration of time, the
objection shall be referred to the Accepting Officer, or in the case of
Contracts accented by the GE to the CWE, whose decision shall be
final and binding.

ANNEXURE I

No. 33416/9/E8
ARMY HEADQUARTERS
(Engineer in Chief’s Branch)
DHQ P.O., New Delhi-11
26 November, 1964.
To
Ch'ef Engineer
Southern Command, POONA
Eastern Command, CALCUTTA
Western Command, SIMLA
Central Command, LUCKNOW.,

SusJrcer: —Deviation limit

Conditions of contracts stipulate the limit within which deviations
may be ordered. Cases have occurreq in which this limit has been



exceeded without an amendment being made to the contract to cover
any price adjustment ari:ing therefrom. This has resulted in disputes
wiih contractors nccessitating reference to arbitration.

2. To avoid recurrence of such cases, it is essential that while
work is in progress, quantities likely t» be required are periodically
chrcked against those given in the contract. Tlis is necessary to
ensure that if the prescribed limit is likely to be exceeded, action is
taken to enter into an agreement with the contractor with regard to
price adjustment, if any, which may be desired by either party.

3. if work in excess of the permissible deviation limit is required
to be executed by the contractor, action to arrive at a settlement with
him with regard to price adjustment, if any, should be taken at &
suitable stage so that work does not have to be suspended for want
of such a settlement. It ghould be borne 'n mind that for work in
excess of the deviation 1imit, the eontractor is entitled to a reasonable
cate which may be either lower or higher than the rate included in
the contract {for similar work.

4. The question of ordering work ‘n excess of the deviation limit
should arise only if such a course is considered unavoidable e.g. when
the additional work is closely connected with the original work and
it is cons dered preferable to order it on the same contractor instead
of concluding of a fresh contract for it.

Sd./- for Engineer in Chief

-Copy to:—
Chief Engincer, West Coast
etc etc.
Recommendation

(i) In this case, even though the lowest tender received in the
first contract a few days earlier had disclosed considerably lower
rates for rock-cutting work, the lowest tender in the second contract
stipulating higher rates (more than three times those given in the
lowest tender of the first contract) was accepted by the Engineer
concerned without making any effort to get the rates reduced. The
proper course was to negotiate with the successful tenderer of the
first contract to undertake the second contract also. Alternatively
the lowest tenderer in the second case should have been impressed
upon to hring down his rates. It is regrettable that the engineer con-
cerned failed to take these normal precaut'ons. The Committee sub-
scribe to the view of the CTE that no proper scrutiny of the tender ip
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the second case was carried out before acceptance and there was no
justification for the acceptance of the higher rates. In spite of the
fact that the contractor in the case of contract ‘B’ had quoted very
high rates, the officers concerned were not put on their guard in
scrutinising the tender. but they awarded the contract more or less
mechanically.. As a result Government have suffered a heavy loss.

(ii) The Committee feel concerned to note that in spite of the
observations of the Chief Technical Exraminer no action was taken
by the Army Headquarters against the engineer concerned for this
failure, till the matter came before the Ministry of Defence who
ordered the explanation of the officer to be called for. The Commit-
tee desire that more serious attention should be paid by the autho-
rities concerned to the obserration of an expert organisation like the
CTE.

(iii) The Committee would like to know the action taken against
the officer concerned as a result of his explanation called for recently.

[S. No. 13 of Appendix XX to 33rd Report (3rd Lok Sabha)
(1964-65) .]

ACTION TAKFN

Parts (i) and (ii) of the Recommendation have heen noted. As
regards part (iii), the explanation of the concerned officer has been
considered and it has been decided that a written warning should be
administered to him for the administrative lapse on his part in the
handling of the contracts.

2. D.ADS. has seen.
[U.O. No. 2(12) : 62 55-S D(W-II) dated 21st January, 1966).

Recommendation

(i) The Comn:.itee feel concerned over the delay in completion
of the scheme for improvement of the water supply at the station,
which was sanctioned about 10 years back. While the subsidiary
works were completed in June. 1964, the deepening of the bed of the
catchment area is still to be completed. The objective of the scheme
to increase the water supply by 175,000 gallons per day has not yet
been achieved. In the opinion of the Committee the delay is due to
lack of planning and forethought on the part of the engineers. Ac-
cording to the Engineer in Chief's own admission, so far as the dam
was concerned they had given a hasty estimate. It is regrettable
that the feasibility of raising the height of the dam was nof fuily
investigated before sanctioning the scheme in 1954, with the result
347 (Aii) LS—20.



that the work had to be suspended in December, 18056 and the project
estimates revised from 5.81 lakhs to 14.11 lakhs in April 1959 (later
increased to 17.40 lakhs in January 1962).

(if) Another disquieting feature of the project is that the work-
manship of the masonary reservoir was not up to the standard (as
confirmed by the Board of Officers). as a result of which there deve-
loped leaks. This indicates that there was lack of supervision over
the work done by the contractor. The Committee would like to know
the action taken against the officers concerned for laxity in supervi-
sion. They would also like to know the action taken to recover the
extra erpenditure incurred on repairs from the Contractor who
initially did sub-standard work.

(iii) It is regrettable that even in a project under the Army a
“mall project like this has taken a decade and still not combpleted
though the necessary funds, materals and equipment were avanilable.
This shows that the system of both planning and execution is defec-
tive and needs eramination with a view to eliminating delays and
bad planning.

[S. No. 14 of Appendix XX to 33rd Report (3rd Lok Sabha).]

ACTION TAKEN
(i) Noted.

It may, however, be stated that the entire scheme of water supply
for Ranikhet, Chaubatia and Dulikhet was re-examined at a high
level meeting at Army Headquarters in November 1956 and a Techni-
cal Board was ordered to prepare a revised scheme taking into
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. Phase 11 costing Rs. 11.87 lakhs comprised addi-
tional storage capacity of 48 lakh gallons, change of 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 II
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. 468 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
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and the full benefit of the scheme will be achieved on completion of
this work.

(ii) The explanations of the officers concerned are being collected
by the Chief Engineer and he has been asked to take expeditious
action. A further report in this regard will be submitted to the Com-
Inittee.

The contractor went for arbitration. The award published the
arbitrator on 7th May 1965 has upheld in part the Government claim
for cost of rectification carried out at the cost of the contractor and
Rs. 22,500/- has been awarded in favour of the Government (against
Rs. 1.06.200 approximately). This will be recovered from the Con-
tractor’s amounts held in deposit.

(iii) Instructions have been issued by Army Headquarters stress-
ing on the various aspects of planning, and execution to avoid delays
©of this nature, vide Annexure 1.

It may, however, be mentioned that the work sanctioned in 1959
was taken up in hand immediatelv after sanction and almost all the
items were completed in 1961 except the rising mains which were
held up due to delay in the supply of pipes.

The demands for pipes were placed on DGS&D in October 1959.
After repeated tenders (due to unsuitability) of the pipes offered or
the high foreign exchange involved DGS&D finally accepted tenders
on 23rd March 1961 with Messrs Indian Tube Co., who undertook to
manufacture pipes indigenously, foreign exchange being required by
them only for certain specials (to the tune of Rs. 34,000). The firm
could not keep up the schedule due to unavoidable circumstances
(strike in the factory). The last consignment of pipes was received
in July 1963 and the work of laying the rising mains was completed
on 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 at Bhalu Dam
has 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.
fU.O. No. 2(18),63/11198/D (W-11), dated the 13th December 1965.}



ANNEXURE 1

No. 42413/V1II/E2 Plg,
ARMY HEADQUARTERS,
(Engineer-in-Chief's Branch)

PHQ P.O. New Delhi-11, 3/6 May, 1968
To

The Chief Engineer,
Eastern Command, CALCUTTA
Central] Command, LUCKNOW
Western Command, SIMLA
Southern Command, POONA.
Bengal Zone, CALCUTTA
Northern Zone, LUCKNOW
North Eastern Zone, SHILLONG
Central Zone, NAGPUR
North Western Zone, CHANDIGARH
Delhi & 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.

SunJect: —Planning and Execution of Projects—delays in Completion.

A case has come to notice in which an abnormal delay of over tem
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 due
to the following: —

(a) Inadequate preliminary investigations and insufficient col-
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-
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standard specifications and inferior quality/workmanship
—necessitating recitification/replacement of such works.

(¢) Demands of stores not jnitiated promptly and progresses

to keep in step with the progress on the execution of the
works.

3. Before a project is planned and initiated, it is essential that all
mecessary preliminary investigations are carried out and technical/
engineering data collected. This will assist in proper planning of the
projects with reasonably sound and economical designs,specifications
in the first instance. As soon as the project is sanctioned and releas-
ed for execution, no time should be lost in working out and floating
demands for stores. Even, in cases of short supply stores action for
procurement can be taken in anticipation of sanction of a project in
terms of Para 646 of Regulations for the MES. In such cases pro-
posal for advance procurement should accompany the AE.

4. During execution of the project, proper attention to techmicel
designs and adequate supervision is essential so as to guard against
sub-standard specifications or inferior quality of workmanship.

8. The above instructions should be observed and followed by all

concerned to avoid any recurrence of the nature stated in para 1
above.

Sd/-
for Engineer in Chief.
Internal distribution:—

E2 Army (EC)
T (6 &)
w (WO
wo . (SC)
E2 Navy

E2 (DP).

Engr 2 Air

E2 (PHE)

E4

E2A

Inspectorate of Works.
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Recommendation

The Committee regret to note that due to defective wording in the
contract an extra expenditure of Rs. 36.000 had to be incurred in this
case. They suggest that instructions be issued to the effect that
utmost care is taken in wording the description of the work in the
contract so that it is not capable of being given different interpreta-

tions.

[SL. No. 15 of Appendix XX to 33rd Report 1964-65
(Third Lok Sabha).]

ACTION TAKEN

Instructions have already been issued in E-in-C's Branch letter
No. 33416 'E8, dated the 26th March 1959, and of even No. dated the
12th June 1963, stressing the importance of proper wording of con-
tract documents. These instructions have been further clarified in
that Branch letter of even reference dated the 19th October 1965.

Copies of the letters are enclosed at Annexures I to TII.
2. D.AD.S. has seen.

[U.O. No. 2 (5). 63 10675 D(W-1I), dated 9th November, 1965.}

Sd/- (L. S. Lulla)
Joint Secretary.



ANNEXURE ]
No. 33416/E8
ARMY HEADQUARTERS
(Engineer-in-Chiel's Branch)
DHQ P.O. New Delhi, 26th Mar. 1959

To

The Chief Engineer,

Southern Command, POONA-1

Eastern Command, LUCKNOW

Western Command, SIMLA

Chiet Works Officer. NDES, Vithal House, Mint Road, BOMBAY 1.

SussecT: —Preparation of Tender Documents.

The MES Review Committee have recommended as under;—

“the contract documents should be as simple as possible so

that the officers who are to conclude and operate them do
not find them too complicated.”

2. Government have accepted the recommendation referred to
in the preceding para.

3. It 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 various documents forming
part of a contract,

Sd./-
for Engineer in Chief.
Copy to:—
Comdt., College of Military Engineering, Kirkee POONA.
Internal Distribution
File No. 33416/9|E8.
File No. 46983'R-35|E8.
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ANNEXURE 11
No. 33416/E8,
ARMY HEADQUARTERS

(Engineer in Chief’s Branch)
DHQ P.O. New Delhi 12th June, 1963

To
Chief Engineer,
Southern Command, POONA
Eastern Command, CALCUTTA
Western Command, SIMLA
Central Command, LUCKNOW.

SusJect: —Preparation of Tender Documents.

A reference is invited to this office letter No. 33416/E8, dated the
26th March 1959 wherein it has been stressed that contract docua-
ments should be worded in simple, clear and unambiguous linguage
and that it should be ensured that there are no discrepancies between
the various documents forming part of a contract.

2. A case has recently been brought to our notige in respect of
a contract for supply of bricks in which requirements stipulated for
bricks were stated differently at different place in the tender docu-
ments. Such variable provisions are likely to result in unnecessary
disputes with contractors.

3. In order to avoid a recurrence of such cases, officers responsi-
ble for preparation of tender documents should ensure that tender
documents are as simple as possible without any conflicting or am-
biguous provisions therein.

4. Please issue suitable instructions on the subject to all concern-
ed.
Sd./-

for Engineer in Chief.
Chief Engineer,
West Coast
Southern Zone
Central Zone
Poona Zone
XV Corps, Clo 56 APO
QMG's Branch (CTE's Dte.).
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ANNEXURE HI
No. 33416 /E8
ARMY HEADQUARTERS
(Engineer in Chief’s Branch)
DHQPO NEW DELHI—11, 15/19 Oct. 65.
To

Chief Engineer,

Southern Command, Poona-l. ,
Eastern Command, (Fort william, Calcutta-21.)
Western Command, (Rear HQ. Simla-3)
Central Command, Lucknow.

Sursect: —Preparation of Tender Documents

A case has been brought to our notice where an Item Rate Contract
included the following items of work: —

(a) Excavation in trenches not exceeding 5 ft. deep.

(b) Ditto—exceeding 5 ft. deep and not exceeding 10 ft. deep.
(c) Ditto—exceeding 10 ft. deep and not exceeding 15 ft. deep.
(d) Ditto--exceeding 15 ft. deep and not exceeding 20 ft. deep.
(e) Ditto—exceeding 20 ft. deep and not exceeding 25 ft. deep.

2. A dispute arose in regard to the applicability of the tendered
rates. The contractor contended that the rate in any of these items
applied to the entire depth of excavation and not only to the sofl bet-
ween the depths mentioned in the item e.g. the rate for item (b) ap~
plied to the entire 10 ft. depth of excavation and not to the portion
exceeding 5 ft. and not exceeding 10 ft. deep. The department on the
other hand contended that the rate applied only to the portion ex-
ceeding 5 ft. deep and not exceeding 10 ft. deep and thus the portion
not exceeding 5 ft. deep was payable 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 avolded. The necessity of
wording the contract documents in simple, clear and unambiguous
language has already been stressed in this office latter No. 33416{X8
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dated the 26th March 1959. The importance of this instruction should
be again brought to the notice of all concerned.

8d./-
for Engineer in Chief.

Copy to: —
Chief Engineer,
West Coast, 26 Assaye Bldg Colaba, Bombay-5, etc. etc.

Recommendation

The Committee are not happy over the delay that has occurred
in commissioning the five tube wells with the result that there was
continuous short-fall in the Production of green fodder in the farm
and ertra fodder had to be purchased locally ar high cost. It is not
clear whether before sanctwn:ng the installation of the. tube-
wells any firm commitment for supply of adequate power was
received from the State Government. If not. action should have
been simultaneously initiated to procure diesel pumping sets.

The Committee would like to he informed whether all the seven
tube-wells are now giving satisfactory service.

[S. No. 16 of Appendix XX to 33rd Report 1964-65 (Third Lok Sabha) .}

ACTION TAKEN
The recommendations of 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, 1958. 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 administrative approval also con-
tained 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, 1959. The Chief Engineer (MES) was
informed by UUP. Government on 2Ist March, 1960 that due to
shortage of 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 UP. Gov-
ernment. The latter wanted to know on 4th May 1960 the minimum
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demand. and the details were furnished by Defence Ministry on
6th July, 1960. After a further reminder on 3rd August, 1960 the
State Government intimated on 27th September, 1860 that while
necessary supply for lights and fans could be made available, power
supply for the tubewells could be given only for a few hours during.
night. This did not meet our requirements.

3. In the meanwhile, HQ. Eastern Command, on finding that the.
State Government was not in a position to supply the required
power, forwarded on 10th August, 1960 revised estimates substituting
diesel driven pumping sets for electrically operated ones. This was
approved by Government and necessary Corrigendum to the ori-
ginal Admin. Approval was issued on 23rd September, 1960.

The original estimate was provisionally prepared on the belief
that electric power for the tube wells will be available from Hyvdel.
Until the position was known definitely, it was not possible to take
simultaneous action for provision of diesel engines as this would

have become infructuous had supply been made available by the
State Government.

4. It is reported that all the tube wells are running satisfactorily

and working to their full capacity and no complaints have been re-
ceived.

5 D.ADS. has seen.
[U.O. No. 2(16)/63. 9535/D (Works-I1), dated the 5th October 1965.]

Recommendation

The Committee feel concerned over the inordinate delay in
eoming to a final decision about the disposal of a large number of
tanks (131 out of 472 tanks) constructed during the last war, resul-
ting in heavy expenditure on watch and ward, The Committee are
alarmed at the magnitude of the exrpenditure judging from the two
instances given in the Audit Para. Three tanks at Sanatnagar and 11
tanks at Asafnagar taken back from other parties in 1951 and 1954
respectively have been lying unused for 10 to 13 years, and an ex-
penditure of about 40,000 had been incurred on watch and ward upto
31st March, 1963 with recurring annual expenditure of Rs. 3,840
(the total cost of the tanks is Rs. 95,650). The Committee had
desired 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 disposal and the manner of disposal. The
information has been furnished (Appendix IV). The Committee
note that 131 tanks have now been finally decided as surplus to



Defence requirements and were being disposed of. The other tanks
had either been utilised or disposed of.

The Committee desire that the disposal of the unwanted tanks
should be made early so that erpenditure on watch and ward ete.
could be avoided.

[SL. No. 17 of Appendix to 33rd Report (Third Lok Sabha).]

ACTION TAKEN

The position with regard to the disposal of the surplus tanks as
on 16th August 1965 is stated below:—

Out of 131 tanks declared surplus 9 were subsequently utili-
sed. 40 tanks have been disposed of. 69 tanks have been
declared to DGS&D and 9 are under auction by MES. As
regards the remaining 4 tanks the question whether these
should be de-lared to DGS&D or sold by auction in situ
by MES {s under consideration.

D.ADS. has seen.
[(U.O. No. 8(4),65/D(W-I), dated the 18th October, 1985.]

Recommendation

The Committee regret to point out the following ursatisfectory
features of these cases:—

(i) There was a failure on the part of the Camp Commandant to
report till November, 1962 about the unauthorised occupation of the
Government buildings comprising en area of 3280 sq. ft. from
January, 1951 onwards. !

(i) There was a failure to appoint a Survey Board before the
expiry of the lease agreement on 31st December, 1853 to assess the
compensation payable to the comntractor for the improvements effec-
ted by him in the cinema hall and also failure to terminate the lease
agreement on the date. This resulted in the contractor obtaining
an injunction from the Court in May, 1955 restraining Governmens
from evicting him till the dispute was settled in arbitration.

(iii) There has been inordinate delay in concluding the arbitration
proceedings. The Arbitrator appointed in March 1956 could not com-
plete the arbitration proceedings before his retirement in 1950, After
his retirement, no effective steps were taken to settle the dispute.
‘The result was that the court injuction issued against Government in
May 1953 is not yet vacated even after about 10 years.
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(iv) Under the advice of the Ministry of Law, no rent has been
accepted from the contractor since 31st October, 1957.  According
to Audit, the rent accumulated for recovery is Rs. 2:5 lakhs. The
Committee feel that the question whether under these circumstan-
ces the rent could be accepted under protest without prejudice to
the legal position should have been specifically examined.

The Committee desire that the matter should be fully investiga-
ted with a view to firing reeponmbuhty of the officers concerned for
the various lapses.

[S. No. 19 of Appendix XX to 33rd Report. (Third Lok Sabha).}

ACTION TAKEN

(i) The matter was investigated bv a Court of Inquiry held in
December. 1963. The Court held that the Camp Commandant who
signed the contra-t deed in 1952 was to be blamed for not including
the total accommodation in occupation of the contractor and similarly
the successive Camp Commandants and Quartermasters of Army
Headquarters Troops were responsible for not submitting occupa-
tion returns and conducting physical checks t{ll November, 1962.
No action could be taken against those who had already retired or
had died. The case was seen by the Chief of the Army Staff who
agreed with the findings of the Court of Inquiry and whose displeas-
ure has been communicated to the following service officers who
are still in service:—

(i) Major Camp Commandantr
Army H.Q. Camp
(i) Lt. Col. . O
(iii) Major —do—
(iv) Captain Quartersmaster

Army H.Q. Troops
and Army H.Q. Camp

(v) Captain —do—
(vi) Captain —do—
(vii) Lt. O

(ii) It is not correct that no Survey Board was held before the
expiry of the lease agreement on 31st December, 1853. A Survey
Board was in fact held on 19th October, 1953, It estimatcd the cost
of improvements effected by the contractor at Rs. 71,545. The lease



-of the contractor could not, however, be terminated on the 31st De-
cember, 1953 as details of the scheme for taking over Garrison
cinemas, including the National Stadium cinema, by the Canteen
Stores Department (I) were then being worked out. As some delay
was anticipated in the cinemas being taken over by the CSD(I),
instructions were i1ssued on 19th November, 1853 in consultation with
the Ministry of Finance (Defence) that the lease of such cinemas
should not be auctioned but should be renewed with the same con-
tractor on a month to month basis. In March, 1954, instructions
were issued to extend the lease of Garrizon Cinemas ior a period of
one year on the existing terms. On the 11th February, 1955, Army
H.Q. informed the local military authorities that the Board of Con-
trol, Cantcen Servies, which inter-alia included the Defence Secre-
tary and the Financial Adviser. Ministry of Finance (Defence), had
approved the scheme for taking over the cinemas by the CSD(I) and
that they could take over the National Stadium cinema on the 1st
April, 1955, at the earliest. They were also asked to ¢xtend the lease
of the National Stadium cinema upto 31st March, 1955 Since the
lease of the cinema was extended upto 31st March. 1955. any dect-
sion to determine the amount of compensation payable to the con-
tractor more than one vear in advance, would not have been in order.
The contractor was therefore also informed that the auestion of
payment of compensation will be considered in terms of the lease
agreement when the CSD(I) actually took over the building. A
second Survey Board was accordingly held on the 3rd JMavch, 1955.
It assessed the cost of additions’alterations. electric fittings and
furniture supplied by the contractor at Rs. 27.320. (This excluded
the cost of projectors. exhibiting screen and two cvcles) The con-
tractor however. claimed a sum of Rs. 78.345 Unfortunately, the
second Survey Board was not properly constituted, in that neither
the contracting officer was the Chairman of the Board nor was the
contractor a member of the Board. The question of payment of com-
pensation to the contractor was taken up with the Ministry of Fin-
ance (Defence). Before. however. a decision could be taken in the
matter, the contractor moved the civil court on the 3ist March. 1955
and obtained on 2nd April. 1955 an interim injun-tion restraining
the Government from dispossessing him of the National Stadium
cinema. The interim injunction was confirmed by the Court on the

26th May. 1955 till the award by the arbitrator. Thus, while every-
thing possible was done. the contractor could not be ejected on the
1st April, 1955 on the termination of the extended leaze due to his
having obtained an injunction from the Civil Court. Government
had. therefore, to abide by the orders of the court.
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(iii) There was inordinate delay in finalising the Arbitration Pro-
ceedings as the contractor claimed that he had been assured by Gen.
K. M. Cariappa. the then C-in-C. Army, and Lt. Gen. S. P. P. Thorat
that his lease would be extended to 10 years. These General vficers
had, therefore, to be examined by arbitrator which took a long time.
The contractor had also moved the civil court in May, 1988 for revo-
cation of the authority of the arbitrator and his removal on the
ground that the arbitrator refused to allow the contractor to produce
a witness. The arbitrator had. therefore, to postpone further hearing
till a decision by the Court. The application of the contractor was
dismissed by the Cour: in February, 1959, The arbitrator thereupon
proceeded further with the arbitration proceedings and when the
arbitration proceedings were about to be completed. he received
orders for his transfer in March. 1959, He thereupon adjourned the
arbitration proceedings sine die with the order that the Government
should obtain dire-tions from the Court as to whether he should
continue as arbitrator in his personal capacity or whether the new

10C Delhi and Rajasthan Aren was to carry on  the arbitration.

Thercupon an application was filed in the Court on the 12th October,
1959 for authorising Maj. Gen. U, C. Dubey to continue the arbitra-
tion proceedings and give his award  Hearings of the case was fixed
cn the 14th November. 1959, 12th February. 1960 and the 9th April,
1960, but every t'me *he case was postponed Tt has not been possi-
ble to ascertain from the local military authorities the final outcome
of the application filed in the Court as the officers and staff dealing
with this case have been posted out and the records held by the
lo~al military authorities do not throw any light on  this  aspect.
Efforts were thereupon made to effect a compromise with the con-
tractor. The coniractor wax agreeable to vacate the premises after
a period of § vears hut insisted that the compensation should be
determined and paid to him before he vacated the premises.

After consideration of the case 'n consultation with Army H.Q.
znd the Ministry of Finance (Defence), it was not considered desir-
able to give the contractor an extension of 5 years and it was decid-
o4 to give an extension of 3 yvears. Ultimately in February, 1982, the
contractor agreed to the extension of his lease upto 31st March, 1964.
Terms of lease 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 possibility of evicting the contractor under
the Defence of India Rules was also examined but the Ministry of



Law advised in January, 1964 that action under the DIR. was not
advisable and suggested that an application should be filed in the
Court under Section 8 of the Arbitration Act for the appointment of
a fresh arbitrator. Army H.Q. instructed the lo-al military autho-
rities in February, 1984 to file the requisite application in the Civil
Court. The local military authorities contacted the Government
Pleader who desired that the necessarv instructions for filing an
application in the Court should be sent to him by the Litigaticn
Branch, Ministry of Law.

In the meantime. the question of additional acrommodation occu-
pled by the contractor had come to the notice of the Government in
October, 1963. In June, 1964, the case was. therefore, again referred
to the Ministry of Law for advice in regard to recovery of rent of
the additional accommodation occupied by the contractor and vaca-
tion of that extra accommodation by him.

In September. 1964, the Ministry of Law advised that an applica-
tion should be filed in the court for the appointment of a fresh arbi-
trator and that the court should also be moved to discharge/vary or
set aside the injunction order in sn far as it relates to the additional
accommodation occupied by the contractor.

Since then the question of evicting the contractor has been dis-
cussed in several meetings with the Ministry of Law. In view of
the complicated nature of the case, the Ministry of Law 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 behalf of the President. The effect of such judge-
ments in the opinion of the Ministry of Law was that since the lease
agreement in the case of National Stadium cinema had not been
exeruted in the name of the President of India. it was not binding
on the Union Government. This being so. the arbitration clause in
the lease agreement was automatically nullified. The Solicitor
General of Ind'a has tendered his advice on 8th April. 1965 in the
matter and the Ministry 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 sufficient time and efforts were
also made to effect a compromise with the contractor. In these cir-
cumstances, the question as to whether rent could be accepted under
Protest 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 earlier apinion.

The So'icitor General stated on 30th June, 1965 that he would not
advise acceptance of either rent or compensation at least for the
present when an application to the court has been advised and is
about to be made. He has also advised that there would, however,
be no objection to rent or compensation being accepted without
prejudice to the contention of the Government and that a letter
should be written to that effect, if and when money is 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
on 17th November, 1865. 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, uo responsibility can be fixed for any lapse on any other
officer except those mentioned in part (i) above to whom the dis-

pleasure of the Chief of the Army Staff has already been communi-
cated.

DADS has seen.

Recommendation

The Committee are unhappy about the inordinate delay in finali-
sation of both these cases relating to the Stadium and Race Coursge
Cinema. They desire that vigorous efforts should be made to finali-

se them. The Committee would like to be informed about the pro-
gress of these cases.

[S. No. 20 of Appendix XX to 33rd Report (Third Lok Sabha)]
ACTION TAKEN

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 was
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.
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3. The position of the Court case is that an application under
sections 5, 31(2), 38 and 41 read with Schedule II of the Indian Arbi-
tration Act, 1940 and Order 39, Rule 4 and section 151 and an affi-
davit were filed by the Additional Central Government Counsel on
20th December, 1964. The other party (Contractors) filed its reply
on 19th February, 1965. Government Counsel filed the replication
on 9th March, 1865. On 22nd May, 1965 evidence was given on be-
half of the applicants that after the death of Air Marshal S. Mukerjee,
both his successor, Air Marshal A. M. Engineer and the present Chief
of Air Staff, Air Marshal Arjan Singh, declined to arbitrate in the dis~
putes. At the hearing fixed 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 for
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 seen.

Recommendation

The Committee are unhappy about the inordinate delay in the
finalisation of both these cases relating to the Stadium and Race
Course Cinemas. They desire that vigorous efforts should be made
to finalise them. The Committee would like to be informed about
the progress of these cases.

[S. No. 20 of Appendix XX to 33rd Report (Third Lok Sabha)]

ACTION TAKEN

As indicated in our reply to Serial No. 19, Appendix XX to thirty-
third Report, Public Accounts Committee (1964-65), 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
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on 30th June, 1965 that he would not advise acceptance of either rent
or compensation at least for the present when an application 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 Govern-
ment and that a letter should be written to that effect, if and when
money is tendered and a re 'eipt given in the same terms. Necessary
instructions were issued by Army Headquarters to the local military
authorities on 17th November, 1965 in this regard. A specimcen copy
of the letter and the rece’pt form to be issued to the contractor, duly
approved by the Ministry of Law, was also forwarded to them by
Army Headquarters.

DADS has seen,

Recommendation

While the Committee appreciate that there are difficulties in
coming to a decision regarding disposal/utilisation of building lying
unused due to change in requirements of the Army arising from
time to time and each case had to be examined fully, they feel that
such eramination should not take several years. In case there is
no reasonable chance of the properties being required in q foresee-
able future. action should be taken to dispose them of, as the delay
only results in heavy expenditure on watch and ward and deteriora-
tion of buildings. The Committee hope what as a result of the
instructions issued by the Ministry and the proposed delegation of
powers to the lower authorities to dispose of surplus buildings, undue
delay in their disposal will not occur.

[S. No. 21 of Appendix XX to 33rd Report (Third Lok Sabha).]
ACTION TAKEN

Vehicle Depot, Whitefield.—The land at Whitefield hag 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, Jalahalli—The land being surplus 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 28th December,
1964. Out of 8 acres 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



286

delay in disposal of surplus properties have already been issued to
HQ Commands vide a copy of Army Headquarters Circular No.
A/06627/A/Q3(Coord) dated 18th November, 1964 (copy attached).
The case for delegation of powers to the local Commanders to dispose
of surplus properties locally to the best advantage of the State is
still under examination by the Government.

D.A.D.S. has seen.

[U.O. No. 10(1)/63/D(Qtg) dated 29th July, 1965.]

(COPY)

OP IMMEDIATE
No. A/06627/A ‘Q3(Coord)

ARMY HEADQUARTERS
(Quartermaster General's Branch)
DHQ P.O. New Delhi-11.

18th November, 1964.
To,
Headquarters,
Southern Command
Eastern Command
Western Command
Central Command.

SUBJECT: —Avoidable expenditure due to delay in the disposal of
Assts.

1. 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 DML&C
either for disposal ur where the properties may be requir-
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ed, for leasing the Imnd 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 first
report containing the number of cases of this nature that is required
to be settled will be sent by 30 November, 1964.

Sd./-
for Quartermaster General.

Recommendation

The Committee find little justification for retention of the build-
ing after September 1963 when the decision regarding the location
of troops had been finalised. They feel that the expenditure on rent

(Rs. 1,500 per month) and on watch and ward after September 1963
was avoidable.

[Serial No. 22 of Appendix XX to 33rd Report 1964-65.]

ACTION TAKEN

Ministry of Defence have noted the observations.
D.ADS. has seen.

[F. No. 10/11,/63/DQ&C)].
Recommendation

The Committee hope that gaining experience from this case neces-
sary action will be taken by the Supply depots to maintain better
coordination with the consignor farms in regulating supplies of hay
to the depots. The supply depots should also take necessary action

to provide adequate storage accommodation for hay to prevent its
deterioration during monsoon,

[Serial No. 23 of Appendix XX to 33rd Report (Third Lok Sabha).]
ACTION TAKEN

In order to prevent deterioration of hay during monsoon due to
lack of storage accommodation. remedial instructions have been
issued vide Army Headquarters letters No. A/39381/Q/ST6B/Q1(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—

(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.

(d) Effective coordination between the ASC and Military
Farms is maintained at all stages and levels.

2. D.A.D.S. has seen,
(F. No. A/39381/Q/STSB].

No. A/39381/Q/ST6B
ARMY HEADQUARTERS
(Quartermaster General's Branch)
DHQ P.O. New Delhi-11.
10th June, 1665

BsASC,
Southern Command
Eastern Command
Western Command
Central Command.
SusJecT: —Issue of Fodder—Avoidance of losses due to deterioration.
Reference the attached copies of this Headquarters letters No.

A/39381/Q,ST6B/Q(B) dated 2lst November, 1963 and No.
A/45714/Q/MF-3 dated 8th June, 1865.

1. Please ensure that orders contained in para 2 of this Head-
quarters letter No. A/39381/Q/ST6B[QI (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 acknowledge.

Sd/-
for Director of Supplies and Transport.
Copy to:—
MF Directorate (M F-3).



289
REGISTERED/SDS
No. A/39381/Q/ST6B/Q1(B)
ARMY HEADQUARTERS
(Quartermaster General’s Branch)
DHQ P.O. New Delhi-11.
21st November, 1963.

Headquarters
Southern Command
Eastern Command
Western Command

Central Command
SusJect: —Issue of Fodder—Avoidance of Losses due to deterioration.

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 recurrence 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.
Sd/-
for Quartermaster General.
Copy to:—
Military Farms Dte.
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No. A/a514/Q/MF-3
ARMY HEADQUARTERS
(Quartermaster General’s Branch)
DHQ P.O. New Delhi-11.

8th June, 1965.
To

The DDsMF
Southern Command
Central Command
Western Command
The ADMF
Eastern Command

SusJECT: —Issue of Fodder—Avoidance of loss due to deterioration.

1. It has been reported by the ST Directorate at this HQ that
certain military farms have 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 ASC Depots.

2. In order to avoid such incidents, i¢ is essential that there
should be an effective co-ordination between the ASC (indentor)
and military farms (Suppliers) in the placing of demands of hay,
phasing 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 to 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. It will thus be seen that the co-ordination between
ASC and Farms Department is maintained at Command level. It
is not always possihle for the Supply 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-
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veries to enable the consignee ASC Depots to plan for provision of
adequate storage facilities at their ends.

4 1t is also of vital importance that the delivery programmes
desired by the BsASC are adhered to. In case delays are inevitable
in some cases, BsASC and the consignee depots should invariably be
informed immediately.

5. Effective co-ordination between the ASC and Military Farms
should be maintained at all stages and levels.

Sd./-
for Director of Military Farms.
Copy to:—
The ADMF
MF School and Research Centre
MEERUT CANTT.

Recommendation

The Committee are surprised to find how vacilating and dilatory
the Ministry had been in deciding about the utilisation/disposal of
these chassis. 132 Sucoe chassis had been found unsuitable for single
specialised role as early as 1952 and had been recommended for uge
in G.S. role. But the question of their unsuitability for the other
role also and their disposal could not be finalised till 1863. The
Public Accounts Committee (1959-60) were distressed at such delays
as happened in this case and had expressed the opinion that only
expeditious action in such matters would be in the best interest of
Government. It is regrettable that even after the observations of
the Committee, the question of utilisation/disposal of these 132
chassis was not finalised expeditiously. The Committee hope that
such cases will not recur, and that these chassis would now be dis-
posed of without further delay. The Committee would further like
to reiterate that prompt action in such cases would ‘be in the best
public interest. !

[S. No. 24 of Appendix XX to 33rd Report (Third Lok Sabha),
1964-65. !

ACTION TAKEN

Noted. All the 132 Sucoe chassis have been declared to the
DGS&D for dlsposal as under —_

Type of Vehicles Quantity Date on which declared

i for disposal
1 2 3

() Chassis 5 ton 4.4 with winch _
PWD SUCOE . . . 78 6th October, 1964.




| 2 3
{#5) Chassis § ton 4 » 4 with winch FWD 28 23rd Janusry 196s.
SUCOE v 1965

{#ir) Chassis § ton 4 < 4 w/o winch FWD
SUCOE . . . . . 2§ 18th November 1964.
(iv) Chassis s ton 4> 4 GS FWD

SUCOE 1 17th/20th November 1964.

Total . . 132

2. D.AD.S. has geen.
[U.O. No. 29(1)/65/SOI/D(O-I), dated the 16th June 1965.]
Recommendation

The Committee are surprised to note from the statement fur-
nished that in one case the circumstances in which airlift was allow-
ed are ‘not known’ and in another case a complete detail of air-
lifts, etc., is neither available with the Army authorities nor with
the Air Force authorities. These instances indicate that airlifts are
being allowed without proper scrutiny and without maintaining
proper records, which is objectionable. While the Committee ap-
preciate the need for providing airlifts for mercy mission or in
emergent cases, they desire that the Ministry should carefully exa-
mine and issue suitable instructions so that airlifts are allowed only
in 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 concerned 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. 26 of Appendix XX to 33rd Report (Third Lok Sabha)—
1964-65.]

ACTION TAKEN

The two cases referred to in the recommendation of the Public
Accounts Committee are those of the airlift provided in an IAF
helicopter to the Political Officer, Sikkim, on 30th March, 1963, and
certain civilians and stores airlifted in the normal flights of IAF
aireraft in the Jammu and Kashmir area during April 1962 to March
1963.
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2. Full details of the flights undertaken by the IAF helicopter
for the airlift of the Political Officer, Sikkim, on the 30th March
1963, have been received from the unit concerned and action is in
hand to regularise the airlift. In regard to the airlift of civilians
and stores in the normal fights of the IAF aircraft in the — & K area,

the details of the airlifts undertaken are awaited from the Army au-
thorities.

3. Specific rules/orders already exist defining the powers of the
various 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 1960, as amended
from time to time, powers have been delegated to the
Ministry of Defence. the Chief of the Air Staff, the Air
Officers Commanding in Chief, Commands, and Air Force
Station Commanders to sanction airlifts in the circum-
stances specified therein.

(2) In Ministry of Defence O.M. No. F. 7(11)/60/Vol. I/
D(Air-II), dated the 4th October 1962, as amended from
time to time, standing rules governing the entitlement
of certain personages to travel in the V.IP. 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 fiom within the authorised flying quota, and pres-
cribed charges are recovered from the parties concerned.

{4) Under Ministry of Finance (Def/Air) Ofice 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 TAF aircraft to accredited Press Correspondents, State
Guests and officials of the Ministries of External Affairs
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, whichever is earlier.
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(5) Under Ministry of Finance (Defence) O.M. No. 201-Bud-
S/AF dated 12th March 1963, the Ministry of Defence is
authorised to ganction free airlifts of non-officials 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) O.M. No. 1802/
Bud/AF, dated the 19th November 1963, as extended vide
Office Memorandum No. 2974/Bud/AF, dated the 1st
December 1964, the Ministry of Defence is authorised to
sanction free airlifts of Indian non-officials to forward areas
in Indian Air Force aircraft, where such airlifts are
necessary in the interest of Defence.

(7) Under Ministry of Finance (Defence/Air) Office Memo-
randum No. 2181/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) /60/D (Air-II),
dated 19th February 1960 (as amended from time to time),
No. Air HQ/15212/1/7/0ps/2781-S/D (Air-1I), dated 10th
August 1962 (as amended from time to time) and
No. F. 7(40)/63/1715-S/D (Air-II), dated
the AOC-in-C, Eastern Air Command has been authorised
to sanction airlifts of certain categories of personnel (viz.,
civilian Government servants of the NEFA Administra-
tion and Nagaland State/Assam Rifles personnel, Police
personnel on loan to the NEFA Administration, person-
nel of the Central Intelligence Bureau stationed in NEFA,
social workerg and tribal leaders), and engineering stores
of the NEFA Administration and Nagalanq 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 preseribed 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-II), dated 28th December 1964 (copy attach-
ed), emphasising the necessity of reducing to the minimum demands



from civil indentors for airlifts in Air Force aircraft which are not
covered by the standing orders referred to above, indicating 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 LAF. 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 has
since been issued in 5 cases and 3 other cases are covered by the
standing orders referred to in para 3 above. A procedure has been
introduced in the Ministry of Defence with effect from 6th October
1964, to ensure that the required authority for an airlift which is
outside the scope of powers delegated to the Chiel of the Air Staft
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’ ot
provision of airlifts in ‘emergent cases’ are explained in paras 8, 9
and 20 of AFI 44/60. Issue of further instructions in this regard
is not considered necessary.

7. D.A.DS. hag seen.

Immediate
No. F. 7(7)/64/D (Air-1I)
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
the 28th December, 1964.

New Delhi, p sa 7, 1886 (Saka)

To |
The Chief Secretaries to All State
Governments/Union Administrations.

Sussect: —Use of Air Force alrcraft for civilian purposes—

Introduction of airlift application form.

Sir, '
I am directed to say that the Indian Air Force is frequently

called upon to provide airlift for officials of various Central Gov-



ernment Ministries and Departments and State Governments, as
well ag certain civilian dignitaries. Experience has shown that such
requests are received at extremely short notice unaccompanied by
complete details of the airlift requirement. This creates serious
difficulties, as in the case of most of the airlifts a great deal of
planning has to be done to achieve the necessary economy of effort
as well ag 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 civilians,
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
should 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, requests for airlifts in Air
Force aircraft from State Governments and Central Ministries/
Departments, which 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
Ministry through the Air Headquarters, as indicated 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 does not apply to VIP flights which are provided under Minis-
try of Defence Office Memorandum No. F. 7(11) /60/Vol. I/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 flight,
landings, diversions, payload, etc., will be final

(c) Route/schedule originally asked for and accepted cannot
be changed without the approval of Air Headquarters.
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(d) A representative of the indenting agency will arive at the
airport at least half an hour prior to the take-off of the
aircraft. He will assist the Captain of the aircraft, to
complete the passenger/freight 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 Captain of the aircraft and a third copy will be
sent by registered post acknowledgement due to the 1AF
unit to which the awrcraft or helicopter belongs. At any
station where there is no Air Force staff available, the
representative of the indenting agency will himself under-
take to forward a copy of the passenger manifest by re-
gistered post to the Air Force 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 Bond (for non-officials—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 be given to
the Captain of the aircraft, the second copy will be given
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 Force staff available, the represen-
tative of the indenting agency will himself send the second
copy by registered post to the Air Force unit concerned.

(f) If any passenger has any ailment/disability (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 ag under: —

(i) For fixed wing aircraft, when it is not provided solely
for the indenting agency—a maximum of 20 Kgs. per
individual.
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(ii) For helicopters—a maximum of 5 Kgs. per individual.

(h) No arms or pets/animals will be carried in the aircraft.
Cameras are also not to be carried unless specifically
agreed to by the Ministry of Defence.

(1) If an LAF. 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
1.AF. facilities do not exist. The indenting agency will
inform the aircrew and other 1.AF. 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 8. 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 orders, Air Force Station Commanders may
authorise special flights of any aircraft under their control to meet
requests from State Governments for assistance in emergency or
natural catastrophies, under immediate advice to Air Headquarters.
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. Requests for airlifts in circumstances not covered by
these standing orders, for reconnaissance purposes should, howaver,
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).
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(b) Is any circling over particular points en-route desired? 1If
so, for what duration and over which points (map refer-
ences and height, etc.).

(c) Are any landings required en-route. If so, give the exact
locat on of the places (giving map references) and con-
firmation whether landing grounds/helipads are avail-
able and in serviceable state. (Please see Annexure
‘D’ for requirements of helipad). Aslo give period of half
at ALG ‘Helipad desired.

4. I am to request that the receipt of this letter may kindly be
acknowledged.
Yours faithfu’ly,

Sd’- V. SUBRAHMANYAN.
Deputy Secretary to he Gov-rnment of India.

Copy to:—

All Ministries/Departments of the Central Government.



ANNEXURE A
AIRLIFT APPLICATION FORM

(For use by Central Ministries/Departments and State Governments
only).

From: —(Name of the sponsoring agency, i.e. Ministry /Department,
State Government).

To:—The Ministry of Defence (To be submitted in duplicate, through
Assistant Director of Operations (Logistic Support), Direc-
torate of Operations (Transport & Logistic), Air Head-
quarters, “Vayu Bhavan”, New Delhi).

Note:—This form (in-duplicate) should reach Air Head-
quarters four days prior to the date of airlift.

1. It is requested that axrllft b\ IAF _a;rcraft may be prowded
for the passengers as given below. It is certified that the individuals
are required to travel on duty:—

SlNo | Namc | Dcs:gna M:ms- From To Datc’
tion try Txmc
Appomt- Depart-
ment/ ment’
Rank State
Govern-
ment
1 2 3 4 s 6 7
Nc;{e ﬂﬁjetum ﬂxghtq musii;ﬁsvc.)' be shown o o -
2. The followmg frexght is also to be carried:—
e . Dxmensu;t;;——w— T,
Sl No. Article .. weight

Length Breadth Height etc.

L
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3. The alternative means of transport available between the
places mentioned above are as under.—

From To Civil Air/Road|Rail[River

The alternative means of transport are not suitable for the following
reasons.—

4. This Ministry Department,State Government is 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) is on
payment and hereby accept the charges. It is also accepted that the
airlift will be provided subject to the conditions stipulated in para-

graph 2 of Ministry of Defence letter No. F.7(7) /64/D(Air-IT), dated
the 28th December, 1964.

Signature of
Sponsoring Officer
(Name in Block Letters)
Designation
Ministry /Department
State Government.
Telephone No. Office
Residence




ANNEXURE B
FORM OF UNDERTAKING

(For Civilian Government Officials)

In consideration of my being carried on duty as a passenger in air-
craft, the property of Government and/or in charge of an officer of
airmen of the Air Force in India I undertake and agree that neither
{ nor my heir (in case of my death) will make any claim against the
Government, except that which may be admissible under the relevant
extraordinary Pension Rules or against any officer or airmen of the
Air Forces in India or against any person in the servise of the Govern-
ment of India in respect of any loss or injury (including injury result-
ing in death) sustained by me to my person or property in conse-
quence of the proposed flight. I also undertake and agree to pay
damage to the Government 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.................... ..

................................................



ANNEXURE C
FORM OF INDEMNITY
(For Civilian Nown-officials)

In consideration of my being carried at my request as a passenger
in an aircraft which is the property of the Government of India, and/
or in charge of any officer or airman of the I.A.F., I undertake and
agree that neither I nor my executors nor administrators will make
any claim against the Government of India or against any officer
or airman of the LAF. or against any person in the service of the
Government of India in respect of any loss or injury to property or
person (including injury resulting in death) which 1 may suffer
while or in consequence of my being so carried, and I understand
that no compensation will be paid by the Government of India cr
by any officer or airman of the LAF. in respect of any such loss or
injury and 1 agree so as to bind myself, executors. and administra-
tors, to indemnity the Government of India and any officer or
airman of the L.A.F. and any person in the service of the Government
of India against any claim which may be made by any third party
against them or any of them arising out of any act or default on my
part during or in connection with the said flight.

Signature of applicant. ... ....... ... ... .. ... ..
Address & Designation of Witness. ...... .....

------------------------------------------------

................................................



ANNEXURE
HELIPAD REQUIREMENTS

In case of helipads (i.e. landing area for helicopters) have to be
constructed by indenting agency, the minimum size required for
belicopter flights upto 2000-3000 feet above sea level should be
5050 yds. on hard level ground. There should be no obstacles (such
as tall trees, telephone wires, high tension cables, etc.) within a
radius of 250 yards 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 least 2 feet wide. The centre of the heli-
pad should be marked with letter “H” painted in white (lime/white
wash), the size of each Limb of the letter being 12 feet long and
3 feet wide and of the 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 angleg (90°) to the direction of wind. There heli-
pads will have to be inspected by LLAF. and flight will be under-
taken only on satisfactory state of helipad. Trial landing will be
necessary for this purpose.

Recommendation

This case brings out avoidable purchase of imported stores (atomé-
sers, shrouds and sleeves) of modified pattern at a cost of Rs. 6-92
lakhs, which led to unnecessary overstocking, not expected to be need-
ed for some years. The Committee are unhappy to note the explana-
tion of the Defence Secretary that this mistake occurred due to the
lack of technical knowledge on the part of the provisioning authori-
ties. In view of the fact that Air Force provisioning authorities had
insufficient technical knowledge about the equipment, the question
of inter-changeability of the parts of the new and old models should
have been made clear with the manufacturers before placing an order
for the modified parts in August, 1960. It is also not clear why this
question was not settled even after receipt of supplies against the
order of August, 1960, and before placing further orders for the new
models in January and February, 1962. As there is an overall scar-
city of foreign exchange, such a mistake resulting in over-provision-
ing of stores becomes serious. The Committee hope that adequate
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steps will be taken by the Air Force Authorities to avoid such mis-
takes in future. The Committee also hope that suitable measures
would be taken to overcome the drawback of “insufficient technical
knowledge” in such important matters.

[S. No. 26 of Appendix XX to 33rd Report (Third Lok Sabha)]

ACTION TAKEN

" The circumstances under which over provisioning of atomisers,
shrouds and sleeves was made had already been explained to the
P.A.C. Suitable steps for imparting sufficient technical knowledge
to the staff are under consideration.

2. The provisioning staff has been instructed to check on the
inter-changeability of breakdown spares with the Technical Directo-
rate concerned before provisioning action is taken. A copy of in-
structions issued vide Director of Equipment's Instructions to
Branches No. 14/65 is enclosed.

3. Director of Audit, Defence Services, has seen.
{U.O. No. F.4(10) /65/ (Air-I), dt. 13-12-1965 ]

AIR HEADQUARTERS, NEW DELHI
(Directorate of Equipment)

DIRECTOR OF EQUIPMENT'S INSTRUCTIONS TO BRANCHES
No. 14/65

Provisioning of Modified Items and their Break-down Spares
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 modified 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 modified
assemblies were also interchangeable and under this misconception,
a break-down spare of the modified assembly was ordered in 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.
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Ascertaining In:erchangeability and Obsolescence/obsoleteness

3. Whenever an ilem of equipment is modified and Government
sanction is obtained for the provisioning 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 unmodified and modified items;

(b) interchangeability of break-down spares of the unmed.fied
and modified items;

(c) obsolescence/obsoleteness of the unmodificd item and its
break-down spares.

4. PCR cards for the unmodified and modified items and their
components will be clearty annotated with the interchangeabulity
and obselence/obsoleteness, as advised by the specialist Directorate.
Simultaneously, the Provisioning Section should initiate act on for
promuigating this information in Routine 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 cxhausted.

(c) Method of disposal in respect of items declare obsolete.
Provisioning

5. Future indents will be raised for the modified item only, even
if the unmodified and modified iiems are interchangeable.

6. As regards break-down spares, the following procedure is to
be followed:—

(a) If the spares for the unmodified and nudified items are in-
terchangeabdle, the existing assets of spares for the unmodified item
should be duly taken into consideration whea determining the net
requirement for which indent is to be raised.

(b) If the spares are not interchangeable, 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 existing stocks are exhausted. Otherwise, no fresh indents
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are to be raised for these spares. Break-down spares for the modified
item will, however, be provisioned as per normal procedure,

Sd/-
Wg. Cdr,,
DDE. 8
(K. CHIDAMBARAM)
EXT. 211.

No. Air HQ./732366/82/E14A, dated Tth December, 1885]
Distribution:
Dol b

- ].D.E(A) ].D.E(B) ].D.E.(C)
DDE:’ DDEa  DDE3s DDEj; DDEs DDEé6 DDE7?

DDEy DDElo DDE1 DDEiz DDMT(EQ) PDGW(Q)
D.D. MET.

All Sections and Otheers of Dte. of lquipment.

Die. of Tech. Services . . I
Dre. of Signals :
Dte. of Elest. Enginesring
Dre of Armament

copies
(3]

MAaA o

Recommendation

The Committee regret to point out that this is another casc of
over-provisioning nvolving avowdable purchase of 12 numbers of
the item of ground equipment at a cost of Rs. 74,000. The Commit-
tee note that though in August 1961 the scale of the item was drasti-

cally curtailed, a further demand was placed for the same item

in
November, 1961.

The Commistee were informed that due to the in-
creased operations of the aircraft during the Emergency, the stores
were no longer surplus. The Commitiee hope that such cases of
maintenance of duplicate cards for the same itemn which resulted in
over-provisioning would not recur. They also suggest that during
periodical physical verifications of stores, an attempt should be made
to detect duplicate cards opened for the same item of equipment,

[S. No. 27 of Appendix XX to 33rd Report (3rd Lok Sabha) ]
ACTION TAKEN
To avoid over-provisioning, due to maintenance of duplicate cards

for the same item, instructions have been issued by Air Headquarters
vide Director of Equipments Instruction to Branches No. 12/64 (copy



enclosed) to the effect that immediately the new scale is issued. Pro-
visioning Section concerned will check the relevant Provision Con-
trol Record Card and amend Vocab Section, part number and des-
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
scale 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 Cards/Single Stock Record Cards for
each item. Every Tally Card/S.S.R.C. 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/modified 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 numbers.

3. To ensure proper linking of superseding/modified 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/
K14, dated 8th January, 1959 (copy attached), the provisions of
which are being re-iterated.

Director of Audit, Defence Services has seen.
[U.O. No. F. 4(11)/65/D(Air-I), dt. 2-8-1965]

AIR HEADQUARTERS, NEW DELHI
(Directorate of Equipment)

DIRECTOR OF EQUIPMENT’S INSTRUCTION TO BRANCHES
No. 12

Cancellation/Reduction of Outstanding Indents due to change
in Scales

In January, 1961 an indent was placed on 1L.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 contracted, shipped and no reduction in the qantity
indented for could then be effected thereby resulting in considerable
infructuous expenditure to the State. This has been reflected in the
Audit Report Defence Services 1964.

2. In order to obviate similar lapses in future, the instructions
contained in the succeeding 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 compar-
ed with the superseded scale and immediate review carried out both
of the new item (including change in the quantity on scale) and 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.1LB. No. 4/63.
: Sd./- Air Cdre.
D. of E.
G. B. SINGH.
[No. Air HQ/32366/82/E14A, dated 3rd June, 1964]
From: Air Headquarters, New Delhi-11.
To: HQ. Maintenance Command, IAF (34 copies).
Date: 8th January, 1959
Ref.: Air HQ/32358/10/E.14.

Receipt of in lieu and superseding Items from the Manufacturers

You are aware that copies of all contracts entered into by ISM/
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 contracteq for are also for-
warded to the consignee depots.
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2. It is noted that issue of amendments to the contract takes a
congiderable time at ISD/ISM/and modified/ruperseding itemg are
received at the consignee depots long before the receipt of covering
amendment to the contract. There is likewise considerable delay in
the issue of amendments to the manufacturer’s list of spare parts
and the consumer units therefore continue to demand items under
old part numbers. It is felt that unless suitable record of modified/
superseding item supplied in lieu, of item contracted for is main-
tained at the consignee depot, there is a possibility of the demand
being transcribed as inability instead of being met by issue of the
modifled/superseding item. To obviate this contingency it is neces-
sary that when a modified /superseding item is brought on charge
by the consignee depot under the part number as invoiced, a dummy
tally card is simultaneously 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 :tem received is
813-15-2 and item will be brought on charge under Part No. 813-15-2
and Tally 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.|- R. D. KHANNA, Gp. Capt.
Air Commodore,
Air Officer-in-charge Maintenance.

Recommendation

The Committee feel concerned over the gross over-provisioning of
spares which were ordered in this case on the basis of the manufac-
turer’s recommendation. Qut of 8 items valuing Rs. 2-42 lakhs, 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 pre-
caution while ordering spares at the manufacturer’s recommenda-
tion. The Commitee suggest that the feasibility of including a provi-
sion in such contracts that surplus spares would be returned to the
manufacturers at their cost, might be examined.

The Committee also desire that the Ministry should take steps
to review the position of spares and ensure that the hold-up in the
execution of repairs of the flame tubes is reduced to the minimum.
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The Committee feel that since instances of over-provisioning of
stores are the annual feature of this Ministry, a positive and effective
action should be taken by the Ministry to stop this.

[S. No. 28 of Appendix XX to P.A.C. (1964-65) Thirty-Third Report
(Third Lok Sabha) ]

ACTION TAKEN

Certain spares required for carrying out major repairs on flame
tubes Mk. III fitted on Nene engines were proposed by the manufac-
turers in 1954 on the basis of their experience. The IAF had hardly
operated Toofani 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 of
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 LLAF. in the light of available
consumption data of comparable items used on Vampire aircraft.

2. As on 26th April 1965 No. 1 BR.D. has consumed the spares in
question in the quantity indicated belew. The remaining spares are
likely to be consumed when more flame tubes are taken up for repair.

Part No. Description Qty. Provi- Qty. con- Balance
sioned sumed
251, 277 Diffuser 324 36 288
251 279  Ring 550 55 495
251. 280 Ring 84 30 54
251, 281 Ring 84 19 65
250. 978  Rear Conical Sec- 8o 39 41
tion
253. 328 Head Assy. 1301 623 678
BK 12082 Conical Section 24 24 ..
BK 12084 Conical Section 8o 38 42

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 was
positioned by December, 1964, by Air Headquarters.



312

4. The following observations of the Committee are being examin-
ed separately and as soon as a final decision is taken, it will be re-
ported to the Committee:

“. The Committee suggest that the feasibility of including
a provision in such contracts that surplus spares would be
returned to the manufacturers at their cost, might be exa-
mined.

‘o The Committee fee! that since instances of over-pro-
visioning of stores are the annual feature of this Ministry,
a positive and effective action should be taken by the Min-
istry to stop this.”

Director of Audit Defence Services has seen.
[U.C. No. F. 4(12) /65/D (Air. 1), dated 8-9-65.]

Recommendation

The Committee feel concerned over the gross overprovisioning of
spares which were ordered in this case on the basis of the manufac-
turer’s recommendation. Out of 8 items valuing Rs. 2-42 lakhs, 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 precau-
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.

[S. No. 28 (i) of Appendix XX to 33rd Report (Third Lok Sabha) ]

ACTION TAKEN

In this Ministry’s note dated 8th September, 1965, it was stated
inter-alia that the following observations made in recommendation
No. 28 of Appendix XX of PAC (1964-85) Thirty-third Report (Third
Lok Sabha), were being examined: —

“The Committee suggest that the feasibility of including a pro-
vision in such contracts that surplus spares would be re
turned to the manufacturers at their cost, might be exa
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
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is not considered feasible. The procurement of spare parts already
presents considerable difficulty in many cases. The manufacturers
of 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
will be exorbitant and will be more than the risk of obsolescence.
It is 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 of 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 sug-
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.
[U.0. No. 29(2) /685/D(0-1)].

Recommendation

This is yet another case of bad planning. The equipment costing
Rs. 3.78 lakhs received in May, 1959 has not yet been installed. At
the time of ordering the equipment, it should have been known that
an air-conditioned building would be required for its installation and
necessary action initiated in that direction. It is also regrettable to
note that the proceedings to acquire land for the building were start-
ed only in 1962 i.e. 3 years after the arrival of the equipment.

The Committee feel concerned to learn that there are similar cases
in other 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]}

ACTION TAKEN

An Instrument Landing System equipment was indented at a cost
of £ 25,408 in October, 1957. The equipment purchased at a total
cost of £ 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.
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2. According to earlier plans, the Works Services were expected
to be completed by March, 1965. It has now been intimated that on
account of rejection of work done to inferior specification, the con-
tractor is still on the job, the work was expected to be completed by
31st August 1965. Meanwhile however, the middle and outer mar-
ker buildings have been completed on the requisitioned land and are
in use. Temporary Electric connection have been given and the 1.L.S.
is 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®.

3. In view of the abnormal delay in installing the machine, we
have asked Air HQ on 30-7-84 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 proceedings to the Govt. As soon as the same are

received, the findings will be communicated to the Public Accounts
Committee.

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 avoid recurrence of such instances: —

(i) Instructions have now been issued vide Ministry of Defence
uo. 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 services.

(i) Instructions are being issued that whenever proposals for
purchasing new equipment are made, the indenting autho-
rity should also specify whether similar equipment is
already in its possession and not in use and in such cases
give reasons why new equipment should be ordered.

(ili) 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-
lised for 8 months or more since the date of receipt in

*It has since been verified that the works services for the equip-
ment have been completed.
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India either at Embarkation Headquarters or at the units,
vide Min. of Def. u.o. No. 37(10) /64/D(A-1V), dt. 29-3-65
{Copy enclosed). The return will cover only equipment
and machinery in the nature of capital goods requiring
installation and therefore. will exclude equipment/
machinery obtained as reserve backing. Such return has
been asked for so that they reflect the position as on 30th
June and 31st December and would be submitted to the
Ministry on or before 31st July and 31st January respec-
tively. They have also been instructed that the first return
should include past indents.

DADAS has seen.

+

[F.7(3) /63 /D (Air-IV). dt. 10-9-1965]
MINISTRY OF DEFENCE

SusJECT:—Prevention of non-utilisation of costly equipments and
machinery in the IAF-—return regarding.

Attention is invited to the minutes of the meeting held in the
room of Addl. F.A. 11l on the 2nd March 1963 circulated to all con-

cerned under this Ministrv's u.o. No. 37(10) /64/D (Air-I), dated 19th
March, 1965,

2. It has been decided by JS(A) that Air HQrs. should submit 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 for 8 months or more since the date of receipt in India either at
Embarkation Headquarters or at the unit. The return would cover
only Equipment and machinery in the nature of capital goods requir-
ing installation and would exclude equipment;machinery 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 first
return should include all past indents.

Sd/- J. A. KALYANAKRISHNAN,
Deputy Secretary (A-II)

Tele: 31923
Air HQrs. (DOE-Air Cdre. G. B. Singh)

No. of D u.0. No. 37(10) /64/D (Air IV) dated 26th March, 1965.
347 (aif) LS—23.
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PROFORMA

Nameof Costof Whether Dateof Date when Reason Renmuks
ml Equipment import-  indent/  the equip- for
i withfe. e or datceof ment non-
element  indigen- A/T. was rece- installa-
ous.

fved at tion.
embarka-
tion H/
Unit.
1 2 3 4 5 6 7

MINISTRY OF DEFENCE
D(O-I)

SusJect: —Delay in  utilisation of imported equipment—Crash
Barriers.

A case has appeared in the audit Report, Defence Services, 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 1962. The installation of the equipment which has to be
done at different airfields has not been completedq 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 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 provided and will
be completed by the time the equipment arrives.
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3. In future, before ordering any new equipment, all services;
Branches should keep the above points in mind and invariably fur-
nigh a certificate to Government regarding the availability or provi-
gion of necessary facilities for the 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 should 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
26-10-64
Tele: 32770

[U.O. No. 23(26) /64/S03/D(01) dated 26-10-1964.]

Recommendation

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 accumulation of turbine
blades requiring electropolishing. In addition to the large number
of blades requiring electropolishing (4000 in January 1964) affecting
working of the Air Force, the delay in starting the project also result-
ed in an extra erpenditure of £ 1600 (Rs. 21,333) in the shape of pay-
ment of technical liaison fee to the foreign collaborators. While the
Committee appreciate the anxiety of the technical Committee to pro-
cure the rectifier indigenously, they regret that no serious efforts were
made to obtain it. The Committee are surprised that even the cor-
rect specifications of the rectifier were not obtained from the manu-
facturers at the time of entering 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 previously to find out one in the country. The Commit-
tee feel that the urgency of the project was not felt because of the
large stock of new blades being available for replacing those needing
electropolishing. The Committee hope that such delays would be
scrupulously avoided in future.

[Serial No. 32 of Appendix XX to 33rd Report (3rd Lok Sabha).]
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ACTION TAKEX

At the outset, this Ministry regret that in reply to a note required
by P.A.C. 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 information was furnished
to them. It was stated in reply to this note that the rectifier was
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
Station, 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 again 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 electropolishing 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 of the blades as long as LLAF. 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, 1t 'is accepted that there has been some delay in the procure-
ment and installation of the rectifier. The recommendation of the
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Committee that such delays be scrupulously avoided in future, has
been noted.

5. The Director of Audit Defence Services has seen,
[U.O. No. F. 4(14) '65/D(A-1), dated 28-8-1965.]
Recommendation

The Committee regret to note that the saving in manpower ex-
pected as a result of installation of automatic accounting machines
has not been achieved. It is 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 Operators
is due to their inexperience in operating these machines. If so, the
Air Force Operators should be intensively trained in operating these

machines so that the anticipated saving in manpower is achieved at
an early date.

[S. No. 33 of Appendix XX to 33rd Report (Third Lok Sabha]

ACTION TAKEN

The average output on machines at Equipment Depots arrived at
on the basis of returns rendered during the last 15 months ending
April 1965 is approximately 223 postings per machine per day against
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 equalied by regular person-
nel. A comprehensive programme for training the operators at Equip-
ment Depots with a view 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 every 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. .
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5. Another factor is that the last 15 months’ average of 223 postingg
per machine per day has been achieved in spite of the poor service-
ability of machines. It is of interest to note that 6 out of 8 machines
have been due for overhaul since November, 1963. The poor service-
ability of the machines has been due to difficulty 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, the firm has
not been able to obtain import licence for the spares required. In
November, 1963 when the machines came up for overhaul the firm
advised Air HQrs. about their difficulty in obtaining the import
licence. The firm was asked to prepare the estimates and give other
detajls 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 favourably with that in other Government Offices. Notwith-
standing the present output, 12 men have already been reduced from
the establishment at Nos. 2,34, 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-
ever, not be taken as the sole criterion in estimating the utility of the
machines. Intensive training alone will also not help to reach the
standards of output in commercial firms in the absence of similar
working conditions for the operators. It is, however, hoped that
when 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.]
Recommendation

The Committee view with concern the action of the Air Force
authorities to levy entrance fee for the static erhibition without
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Pprior approval of Government and to transfer the excess receipts of
gate money (Rs. 46,706) to private funds (Air Force Benevolent
Association and Unit Welfare Funds). The Committee hope that
such cases will not recur.

[S. No. 34 of Appendix XX to 33rd Report (Third Lok Sabha.)
ACTION TAKEN

The enclosed circular letter issued by Air Headquarters on 25th
August, 1964 to all Air Force Units is sufficient 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

Celebration of IAF Anniversaries—Collection of Funds

In an exhibition organised on IAF Anniversary an admission fee
at the rate of 50 paise per adult and 25 paise per child was charged
to regulate the crowds and the proceeds were credited to Air Force
Welfare Funds. The Ministry 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. It is, therefore, emphasised that if in future it is desired to
charge an entrance fee on any exhibition or display organised by the
1.AF. prior approval of this Headquarters must be obtained.

Sd/- S. S. ENAND
Wg. Cdr.
for Air Vice Marshal Air Officer i/c Admin,

Copy to:—
Ministry of Defence—D (A-III)
Ministry of Defence—D(Cer).

Recommendation

The Committee feel concerned over the delay in finalisation of the
provisional payments made to the HAL for purchase of aircraft,



32

supply of spares and services rendered. The outstanding of Rs. 142.40
lakhs as on 31-12-1963 included an amoum of Rs. 117,30 lakhs relating
to the projects completed by June 1961. As desired by the Committee
a note stating the latest position of the adjustment of this amount has
been furnished. ‘

The Commuttee desire that the Ministry should find out the real
bottlenecks in the finalisation of the payments after completion of the
jobs and take special steps to ensure that the time lag in this regard
is minimised.

{S. No. 35 of Appendix XX to 33rd Report (Third Lok Sabha) 1964-
65].

ACTION TAKEN

Out of the outstanding amount of Rs. 14240 lakhs, a sum of
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 finalisation 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 minimised, 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 lakhs is still to be adjusted after
more than five years. They hope that efforts would be made to ex-
pedite the adjustment of the outstanding amount.

{S. No. 36 of Appendix XX to 33rd Report (Third Lok Sabha)}
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ACTION TAKEN

The position as on 15th July, 1965, in regard to the adjustment of"

the amount of Rs. 2829 lakh; out of the total advance of Rs. 7'{'15‘
lakhs is given below:--

Adjustment of advances in the books of Deputy Controller of
Defence Accounts (Air Force)

As on As on
30.9.1964  15-7-1965

Rs. 7 Rs.
Total Advance . 7715 lakhs 77-145 lakhs
Less: Adjusted by the DCDA (AF) 26 16 lakhs  27.32 lakhs
Less: to be adjusted by the DCDA  (AF)
against stores invoices verificd by the
Local audit Officer (Air Force). 22.70 lakhs 2970 lakhs
Balance: 28 -29lakhs  20-13lakhs

H.AL. have also submitted further invoices and it is expected:
that when these are linked and verified, a considerable amount of
the balance outstanding, viz., Rs. 20.13 lakhs will be cleared.

Every effort is being made to expedite adjustment of the out-
standing amount, HA L. and the L. AO. (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.1), dated 26th October, 19865.].
Recommendation
(i) Article 6 of the contract with the firm provides: —

“If some modifications could be carried out in order to improve:
the stores to be supplied as per Appendix II, the seller will’
advise the buyer accordingly and if these modifications in-
volve financial effect the buyer shall notify his decision to

the seller within one month after he has been advised by
the seller.”

The Committee are really surprised that despite this provision in
the contract the firm did neither supply any flame tubes for 18 months:
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(from June 1957 upto January 1859) nor did they notify the buyer
.about the modification made therein involving  financial impli-
cations (higher cost of Mk. IV) during this lovig period. (The firm
.advised about this only in January 1959 i.e, 18 months after the con-
clusion of the agreement).

The Defence Secretary urged that in the case of purchase of such
proprietary items, the Ministry had no option even if the manufactu-
rers charged ten times the price. Upto a certain extent, the Ministry
were at their mercy. He, however, added that all the firmg were not
unreasonable. But if a firm took a firm line, the Ministry had either
to scrap 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 mot consider this a happy state of affairs under
which the Defence Ministry have no alternative but to accept the
terms laid down by the firms, however unreasonable these might
sometimes be. The Committee desire that the Ministry should take
a serious note of this aspect and take necessary measures to remedy
such a situation. They feel that in the matter of procurement of De-
fence Stores the Ministry should not be at the mercy of the manufac-

turers.

(ii) The Committee find it difficult 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 return the balance 558 numbers and eventually
accepting the entire lot of 1433 which was despatched by the firm
without prior concurrence.

(iii) The Committee find that one of the considerations which
weighed with the Ministry for the purchase of Mk. IV flame tubes
(costing Rs. 1734 each) in lieu of Mk. 111 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 509, more than the average life
of flame tube Mk. III. The first life of Mk. IV tube has proved to be
359 higher. Its second life has mot 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 509, higher ave-
rage life of Mk. IV tube over Mk. III tube is substantiated in actual
use. The Committee would like to be informed about the outcome of

these tests.
[S. No. 37 of Appendix XX to 33rd Report (3rd Lok Sabha)l.
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ACTION TAKEN

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 of the out-
come in due course,

2. As regards the recommendation 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, 11T 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 manufacturers, 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 were, in the first instance, refused to be accept-
ed though urgent requirements for the Flame Tubes cxisted. But
during the period of these investigations 1.AF. assets of MK. III
Flame Tubes were fully exhausted. The following two alternatives
were, therefore, open:

(a) Not to accept the Flame Tubes and insist on the supply
of MK. III Flame Tubes which had already gone out of
production with no prospects of their supply and eventu-
ally ground the whole fleet of Toofani aircraft on the pur-
chase of which the Government had spent several crores

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
1566. The Government, therefore, had shown caution at this stage
in making sure that the acceptance of 1433 tubes did not amount to
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over-provisioning and this Qty. was, in fact, less than what was
actually required.

3. With regard to the recommendation at (iii) above, it is stated
that the first life of MK. IV Tubes has already been proved to be 35
per cent higher than that of MK. III Tubes as compared to increase
of roughly 23 per cent forecast by the manufacturers. There is a
further inherent saving by the use of MK, IV Flame Tubes in place
of MK. III Tubes as the number of MK IV Tubes that is required
to be changed during a specified number of flying hours is less than
that of MK. III Flame Tubes due to the longer life of the former.

4. Necessary instructions have already been issued by Air HQ.
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. IIl. 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.1) dated 8th July, 1965.}

Recommendation

The Committee regret to observe that this case is indicative of lack
of proper planning and coordinat:on. Before ordering the equipment
for electrical training, the desirability of Introduction of electrical
training facilities in this college should have been fully considered,
and the facilities already 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
training 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 lakhs received during 1957—59. The Com-
mittee hope that such delays would be avoided in future.

[S. No. 41 of Appendix XX to 33rd Report (Third Lok Sabha)]
ACTION TAKEN

Noted.

2. In order to avoid recurrence of such cases in future, instruc-
tions have already been issued in this Ministry’s U.0. No. 23(26)/
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64,/S03/D(0-1). dated the 26th October, 1964 (copy enclosed), and
a Navy Order 494 of 1964 has also been issued (copy enclosed).

3. The DADS has seen.

[U.0. No. F.5(7) /65/D(N-1), dated the 24th June, 1965.]
Recommendation

The Cummittee regret to note tha: this is yet another case of lack
of planning. The equipment received during the years 1956 to 1960
ha! not yer been nstalled. with the resuly thay the utilisation of
equipmeny for iraining purpose had been inordinately delayed. It
is aiso astonishing to note that the guarantee period of one year had
long since expred even beiore tie equipment had been unpacked.
In the opinion of the Committes it is no consolation to be assured
thar the equipment is not likely 1o deteriorate. It is regrettable to
note that if the equipment does not work satisfactorily after installa-

tion, the Ministry will have already forfeited the valuable right to
inroke the ¢uaranlee.

The representative of the Miuistry of Defence admitted during
cridence that considering the importance of the training scheme, it
was a mistake to postpone the construction of the connected building
from Phase 1l ;» Phase IV of construction programme at the station.
The equipment wdas received in 1956—60, the sanction for the cons-
truction of building was accorded in June, 1961, and the tenders were
called in June, 1962. The Commitire view with concern these delays
ar different stages. The Commilice also observe that there twas
avoidable delay in according sanction for the construction of the
building and ulso in calling for the tenders for the same. The Com-
mittee mote that inclructions har¢ been issued in February, 1964,
that connected civil works in respect of important and valuable
equipment ordered from abroad shoulq be planned well in advance
so that the buildings were almost ready by the time the equipment
wus expected to arrive. They hope that there will be proper planning
in future of civil works for installation of important and valuable
-equipment.

[No. 42 of Appendix XX to 33rd Report (Third Lok Sabha)].
ACTION TAREN

Noted.

2. In order to avoid the recurrence of such cases in future instrue-
tions have been issued in this Ministry’s U.O. No. 23(26)/64/S03/D
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(O-1), dated the 26th October, 1964, and a Navy Order 494 of 1964 has.
also been issued in addition to the instructions of February, 1964
mentioned in the Report of the PAC, (Copies enclosed).

3. The DADS has seen.
{U.O. No. F .5(8)/65/D(N-I), dated the 26th July, 1965.].

NavaL Orper No. 494 or 1964

Prompt Installation and Utilisation of New Equipment

(WM/1001)

Cases have occurred in the past when costly equipment ordered/
received was not installed/utilised for a considerable period. This
defeats the object for which large sums (including foreign exchange)
were expendad. In most cases, thorough and timely planning taking
into account all factors. could have averted at least some of the
delays that have occurred.

2. In order :c eliminate such delays, in future, administrative
authorities/Commanding Officers of establishments are to ensure that
before a case for ordering new equipment is forwarded to Navzl
Headquarters all processes connected with its expeditious installa-
tion/utilisatio.n 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 | 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 machinery/equipment
ordered by them is complete in all respects and that no additional
accessories/fittings will be required at a later date to complete the
equipment or to make use of it after installation.

4. All ships and establishments are to carry out an annual review
of the equipment ordered/received by them and to render to NHQ
through the Administrative Authorities, a return in the proforma
given in Annexure II 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.
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5. If the requirement for a particular item of equipment has:
altered at the time of this annual review due to whatever circum-
stances, this should be clearly indicated so that the proposal could
be modified or cancelled as necessary.

6. The return is to be confined to equipment installed during the
year under review and all equipment awaiting installation/arrival.
No return is required in respect of stores/spares order under the-
normal provisioning procedures.
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11.
12.
13.

14.

Serial

No.

ANNEXURE 1

. Details of equipment including cost.

Purpose for which required.
Place where it is to be installed,

. Availability of land. 1f not available whatis proposed.
. Availability «f building to house the equipment. Indicate

space and construction required.

. Facilities to store the equipment prior to installation.

. Installation specifications. drawings, foundation details.

Number and category of personnel required for installation.

. Facilities such as crane, trolley required and their availability.
10.

Details of tests to be carried out on completion of the installa-
tion.

Recurring expenditure.
Additional complaint required with full justification.

Technical and user publications, drawings, specifications ete.
pertaining to maintenance, operation etc. of the equipment on
board.

Details of on board Base and Depot spares.

ANNEXURE 11

Ind>nt Date Doatails Date’ Date *Remarks
of equip- received Installed
ment

See notes 1 and 2
below.

*Note 1. Razaisons for any d:lay in installation should be shown. If due

to non recaipt of stores / materials relevant correspondence
must  be quoted.

*Note 2. If the equipment is under installation, indicate probable

date of completion.

330
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MINISTRY OF DEFENCE
D(0-1)

Sussxct: —Delay in utilisation of imported equipment—Crash Barriers.

A case has appeared in the Audit Report, Defence Services, 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 1962. The installation of the equipment which was to
be done at different airflelds, 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-rus;

(c) non-availability of land and acquisition of land
requirements;

{d) nature of terrain; and

(e) unsuitability of soil due to heavy rain and resultant
bogging.

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 provided 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 peoints in mind and invariably fur-
nish a certificate to Government regarding the availability or pro-
vision of necessary facilities for the installation, maintenance and
operation of the equipment by the time the equipment is received.
In cases where equipment have already been ordered for, Servxces/
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 expecteq Government should be
informed of the same and periodical reports furnished of the efforts
made to overcome the delay and the results thereof.

(8d4.) S. Krishnamoorthy,
Under Secretary,
Tel: 32770,
347 (Aii) LS—24. e
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Copies

DGOF . . . . . . .10
MGO’S Branch . . . . . 25
QMG’S Branch . . . . . I§
E-in-C’ Branch . . . . . 35
DGAFMS . . . . - 20
NH . . . . - 37

uction nspection Orgn. . 24
Research & Development Orgn. . 50
DSP (N) . . . . . 10
DTD & P (Air) . . . . . 10

M of Def. wu. 0. No. 23 (26) /64/So 3/D (o1) dated 26-1-1964.

Copy to:—

DS (A-111)

D(QS); D(Works-1), D(Med);

D(Prod); D(N-1); D(Air-1);

D(Budget); DD(Contract); D(Proj);

D(HAL); D(Prod/Admn); D(Air-1V)

D(Bel); D(GRW/MD);

Ministry of Finance (Defjo-2)-20 Copies.

SO1 SO2

COPY

Reply should be addressed to Waval Headquarters,
the Chief of the Naval Staff. New Delhi.
quoting No. WM/1001 12th February, 1964.

The Flag Officer Commanding, Indion Fleet,
Fleet Office, Naval Dockyard, Bombay.

The Flag Officer, Bombay.

The Commodore-in-Charge, Cochin.

The Commodore East Coast, Vishakhapatnam.
The Naval Officer-in-Charge, Goa.

NON-UTILISATION 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. '



2. Although in some cases a certain amount of delay was unavoid-
able due to circumstances beyond the control of the establishment
concerned, it is felt that more thorough planning in advance, taking

into account the foreseeable factors could have averted the delays that
occurred.

3. In order to eliminate such delays in future Administrative
Authorities are to ensure that prior to a case being forwarded to
Naval Headquarters for ordering new equipment from abroad, all

the aspects connecteq with its expeditious installation should be
carefully considered.

(Sd.) S. N. KOHLI,
for Vice Admiral.

Recommendation

The Committee are not satisfied with the delay that has occurred
in this case in finalising the terms with the private oil company and
making recoveries from the firm according to the revised agreement.
Pending the final settlement, at least provisional payment according
to the revised rates could have been obtained from the firm. The

Committee hope that such inordinate delays would be avoided in
future.

[Serial No. 44 of Appendix XX to 33rd Report
(Third Lok Sabha)].

ACTION TAKEN
Noted.

2. The D.A.D.S. has seen. o
[U.0. No. F.5(13)/63/D(N-I), dated the 17th June, 1965.]

Recommendation

(i) The Committee are unheppy 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 staff to the medical facilities, for whom the hospital had
been planned, v:as not properly eramined. The Committee suggest
that the circumstances in which this important lapse took place in
the initial stage might be investigated and suitable action taken
against person found responsible.

The Committee are also not salisfied over a period of three years
being taken in deciding the question of entitlement of industrial
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three years in récruitment of staff ete: -

(i) The Committee suggest that the hospital facilities should be
extended to the non-industrial workers also (including their families)
who have been allotted 43 per cent. of the quarters in the Pawai
colony. If necessary, a suitable contribution, as in the case of the
Central Government Health Scheme may be realised from the mon-
industrial workers, for extending the hospital facilities to them,

[Serial No. 45, of Appendix XX to 33rd Report 1964-63.]

ACTION TAKEN

The Committee’s recommendation 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 and no medical facilities being
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 M.I. 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 up, 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 af medical entitiement of industrial
personnel of the three services which was then already under exami-
nation of the Government. The question of entitlement had to be
e¢xamined 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 M.I. Room functioning there. Pending finali-
sation of the same, the hospital building could only be progressively
utilised. However, the M.I. 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 fullfledged
hospital started functioning only 5 years after completion of the build-
ing, the building was, however, partially utilised for housing the
M.1. Room and partially for Garrison Engineer's office throughout.



Teking this into account, as well as the considerable lapse of time,
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achieved by an investigation at this distant date.

3. Regarding the delay in the recruitment of the medical staff,
the Medical Officer for the hospital was to be recruited through the
Union Public Service Commission and hence the delay. The recruit-
ment of the non-gazetted staff could only be made after the post of
Medical Officer was filled. Indoor treatment in the hospital started

from October 1964 and full indoor treatment including issue of diet
started from December 1964.

4. With regard to the recommendationg made at (ii) orders making
the non-industrial staff eligible for bospital treatment at Pawai have
since been issued vide Government of India, Ministry of Defence
letter No. CP(A)/5903/NHQ/5237/D(N-1I), dated the 5th June 1865
(copy enclosed).

The Director of Audit, Defence Services has seen.

[U.O. No. F.14(5) |65/D (N-II), dated the 16th November 1865.]

No. CP(A)/5903/NHQ/5237/D (N.IT)

GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 5th June, 1965|/JYAISTHA 15, 1887—Saka.
To |

The Chief of the Naval Staff, (with 20 spare copies).

SuBJECT: —Extension of Medical facilities to mnon-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/1116/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 hospltals is
claimed by the Non-Industrial personnel.



3. This letter issues with the concurrence of the Ministry of
Finance (Defence) vide their uo. No. 2153-NA, dated S5th June,

(5d.) AJIT SINGH,

Under Secretarytothe_Govt.aflndh
Copy of the above forwarded to:—
The Deputy Financial Adviser (N) 2 copies.

The Deputy Financial Adviser (AG). 2 copies. (with reference to
their u.0. No. 1850-PD, dated 2-6-65).

The Controller General of Defence Accounts, New Delhi 2 copies.
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 (one
capy signed in ink).
Recommendation
The Committee suggest that for proper and effective functioning

of the Hospital an ambulance car may be made available to the
Pawai hospital which is situated far away from Bombay city.

[S. No. 46 of Appendix XX to 33rd Report, (Third Lok Sabha)].
ACTION TAKEN
An ambulance was supplied to Pawai Hospital on 14th September
1965.
2. The D.A.D.S. has seen.
Recommendation
The Committee suggest that the feasibility of providing a suitable
train stoppage near the colony may be examined in consultation
with the Ministry of Railways.
[S- No. 47 of Appendix XX to 33rd Report (Third Lok Sabha)].
ACTION TAKEN

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. |

2. DADS has seen. [

[U.0. No. F.5(10) /65/D(N-1), dated the 10th August, 1965.]
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Recommendation A
The Committee are not satisfied over the delay of more than
. three years in sanctioning airconditioning for the building, in the
absence of which the building (completed in January, 19638) still
remains to be utilised. The Committee have in the past emphasised
proper planning of works so that the connected services can be

completed simultaneously with the buildings. They desire that the
Ministry should be more careful in planning such works in futures.

[S. No. 48 of Appendix XX to 33rd Report (3rd Lok Sabha).]

ACTION TAKEN

In August 1959, Government had sanctioned the construction of
an Operation Theatre, X-Ray Block and Pathological Laboratory
for the Naval Hospital (INHS ASVINI) at Bombay at an estimated
cost of Rs. 6-24 lakhs. In the meantime, however, due tn engineering
Teasons, 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 provision of
new air-conditioners in hospital buildings and the question of
revision of these scales had been under examination as a matter of
policy for military hospitals on the basis of a 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 provision 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
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estimated coltofm.l?lhkhunl)ecembulm The works, how-
ever,  invoived: rélense of forédign exchange and cértain spécdial com-
- ditions were included in the ‘temder documénts These “nibded
‘approval of the Government. Foreign exchange for the works’ "Yras
released in June, 1863 and contract was awarded on 25th June, 1963
The airconditioning work on the buflding constructed 'in' Fumtary
1963 was completed on 31st January, 1964 and the hospitalwueom-
missioned on the 19th February, 1964.

Thus it would be seen that even though there was sorhe delay in
airconditioning the hospital building mainly due to the time takem
by Government in finalizing the scales for airconditioning INHS
ASVINI, there was no delay in commissioning the hospital once the
building was complete in all respects.

3. The recommendation made in the concluding sentence is
noted.

4. The Director of Audit, Defence Services has seen,
[U.0. No. F.14(3) /65/D(N-II) dated the 16th Oct., 1965].

(Department of Defence Production)
Recommendation

It is not clear why no action was taken by the Director General,
Ordnance Factories to cancel the order for the manufacture of two
news gas generators required by the Rifle Factory, Ishapore, after
two gas generators became surplus in another factory in August,
1958 (The manufacture of these two new gas generators started only
in May, 1960). Such a course would have saved expenditure on the
manufacture of two new generators. The Committee regret to
observe that lack of proper coordination between Director General,
Ordnance Factories and the two factories resulted in this avoidable
expenditure of Rs. 50,000. The Committee also asked the reasons for
delay of three years in taking up manufacture of the two new gas
generators. The Director General, Ordnance Factories stated that
these gas generators were required for replacement of the existing
ones in the factory in accordance with the normal prescribed proce-
dure. But during the period 1956-60 there was hardly eny 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.

[Sl. 52 of Appendix XX to 33rd Report (Third Lok Sabha).}
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ACTION TAKEN _

The gus genérators at Rifle Fartory, Ishapore which worked in a.
battary: were of 5,000 cub. ft. capecity each. Two of these generators.:
required replacement in 55-56. The gas generators declared surplus
in 1958 at Small Arms Factory, Kanpur, were of 4,000 cub. ft. capa-
city each. Fitting these two generators into the battery at the Rifle-
Factory, Ishapore, would have involved extensive modifications ‘to
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 undertaking manufacture of these genera-
tors at Rifle Factory, Ishapore, the Factory was carrying on, for 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
as an urgent project. During this period, therefore, the production
effort did not suffer because of the non-replacement of the two gene-
rators. From 1861 onwards, the work load on the factory progres-
sively went up so that not only were the two gas generators manu-
factured at Rifle Factory, Ishapore fully utilized but the need was
felt for the two surplus generators from Small Arms Factory also.
Both the gas generators from Small Arms Factory, Kanpur have
since been installed at Rifle Factory, Ishapore, one in 6/65 and the
other in 7/65. In view of these circumstances, the expenditure in-
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).
Recommendation

The Committee are not convinced of the logic that packing and
forwarding charges of imported components which have substan-
tially reduced in quantity and bulk should be the same as for the
complete unit. They feel that the agreement was defective on this
point and gave an unintended benefit to the firm. According to audit,
the unintended benefit accruing to the firm in respect of 5,840 trucks
upto October, 1963 would work out to Rs. 15 lakhs. The Committee
are not satisfied over the marginal reduction in the packing charges
(i.e. the charges would be 10 per cent of the cost of components:
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wohen it goes below Rs. 6,000) which the Ministry have been suc-
«cessful to secure from the firm. The Committee trust that the
Ministry will be more careful while entering into future agreements.

[S. No. §7 of Appendix XX to 33rd Report (Third Lok Sabha)].
ACTION TAKEN

‘Noted. Necessary instructions (copy enclosed) have been issued
¢o all concerned for guidance.

2. D.ADS. has seen.

(COPY)
MINISTRY OF DEFENCE
{Department of Defence Production)
D (Prod-Admin)

‘BusJecT: —Public Accounts Committee (33rd Report, Third Lok
Sabha) —unintended benefit 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
Report, 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
:should be more careful while entering into future agreements.



- 341

3. The above observations of the Public Accounts Committee are
brought to the notice of all Sections of the Department of Defence
Production and they are directed to be more careful while entering

into future agreements so that similar defects in the agreements do
not occur.

Sd./- B B. TANDAN,
! | Deputy Secretary.
All Sections of the Department of Defence Production.
M. of D. u.o. No. 823/S*/D (Prod-Admin), dated 18-5-63.
Ministry of Defence (D/FA&P).
Copy also to:—
SA. *Papers on file No. 2/14/65/D (Projects).
D.G.OF.
DG.I
C.CR.&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 effort should be made to adhere to the revised programme of
production. The Committee regret to mnote 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 pro-
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 ('I'hn‘d Lok Sabha)]
ACTION TAKEN

Noted. Every effort is being made to increase the production of
‘rucks in Ordnance Factories,

2. D.AD.S. has seen.
Recommendation

The Committee are distressed at the halting manner in which
the question of revision of the rent for the quarters had been dealt
with by the Ministry after the need for revision was pointed out
by Audit in August 1949. The assessment of rent was agreed to
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n ‘principle by the Minigtry after six years in July, 1955. There
mudclayofWSyminumﬁuﬁwaboadobe
advise on reassessment of rent. The Board took another 3 yedrs
and submitted their report in February, 1961. The final decition on
their recommendations has not yet been taken. The Committee are
surprised that after this question had been thoroughly gone - into
by the.Board of Officers, the Ministry again want to review the
matter at this stage. The Committee find a little justification for
not implementing retommendations of the Board. Tke Committee
desire that the final decision in the matter should be tnken without
any further delay.

[S. No. 60 of Appendix XX to 33rd Report (3rd Lok Sabha)].

ACTION TAKEN

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 provided by Government.

D.AD.S. has seen.

Recommendation

The Committee regret to point out that there was inordinate
delgy in training the dogs. The dogs purchased in March, 1959
were placed on duty in September, 1961. (The second team of dogs
started functioning from August, 1962. The Committee are also
disappointed to note that 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 have
been collected, the reduction in strength has been stated at 11 posts
(4 posts were actually surrendered in October, 1959 long before
deployment of the dogs). The Committee suggest that the econo-
mies effected as a result of deployment of the security dogs, as
also the improvement effected, if any, in security arrangements
should be properly assessed with a view to examining the desira-
bility of introducing the system in other factortes.

[S. No. 61 of Appendix XX to 33rd Report (Third Lok Sabha)].

ACTION TAKEN

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 worked out in terms of savings in security
men. replaced by the Dogs Scheme. The following particulars will



show. the recurring savings: effected consequent on the employernent
of two dogs each in two fettories numely, Rifle Fuetory, Ishapore
and Gun Carriage Faotory, Ulhlnlrtroms»umbenlm —

Rifle Factory, Ishapore:

In Rifle Factory, Ishapore 4 posts of site wardens had fallen
vacant in' October, 1959 and one post of durwan in May, 1961.
These posts were not filled in view impending engagement of the
team of dogs on security duty. The dog handlers were shown
against the 4 posts of site wardens (their scale of pay being the
same). Subsequently, two more posts of durwans fell vacant in
1962 and these were also not filled up. Further from September,
1861 one NCO and 3 ORS were released from their responsibilities
at the Stockyard. They were, however, placed on duty 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
total 11 posts mentioned above is of the order of:

Rs.
4 Site Wardens . A A : . 1000 p.m.
3 Durwans : , : . 340 o
4 DSC porsonnel . , . . : . 1000
e Total 2340 o

2 As agamst thxs the total recurring charges for two dogs and
two handlers would be of the order of:—

Per dog per month iucluding handler

Rs.
Feeding Chaiges .. . . . . 90 -00
Veterinary Charges . . . . . 12-50
Pay & allowances for handler . . . 22§00
32750

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
arrangements due to increased activities in the factory and in the
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wake of the declaration of the emergency was provided for by the
dogs on security duty. As such, in effect, there was a sizable sav-
ing in security personnel, though no ‘specific surrender of the
existing posts was made in the factory.

3. These dogs are put on duty in night time as a matter of ad-
ministrative convenience. A pair of trained dogs is capable of
performing by their strong sense of smell 3 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 possible theft or 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 1962 a
team of 2 security dogs has been functioning.

(ii) The second team of dogs started functioning from August,
1982.

It has since been ascertained that the team of 2 dogs were put on
duty in Gun 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.ADS. has seen.
[F. No. 1(7)/63/D(Fys).}



EXPENDITURE

"BESTIMATED SAVINGS

Year Feeding charges of Veterinary chaiges Kennel Fxp. in- Payv & Allces of Due 1o surrerder  Due 1o surrender
Dogs cluding utensils up- Dog. Handlers of 4 site wardens of posts of
todate from Oct.’sg bnnum
. Rs. NP Rs. NP Rs. NP Rs. NP Rs. NP __Rs. NP
1959-60 . . . 323594 31515 6162 T TiTs1 00 Pav & aliowances Pay & sliowances
of Site wardens  of 3 Durwsns @
1960-61 . . . 3418-88 17665 61-83 795300 for 4 years@ Rs. Rs. 341°50 per
1007/-per'month  month—Rs. 16,392/-
1961-62 . . . 224730 37529 659700 —Rs. 48,336/~
1962-63 . . . 185945 14595 474700
1963-64 . . - 1769-01 _ lo2-38 - __s088-0c0 o _
- TOTAL . . 1253058 1218 32 123745 T 26536°00 Rs. 48,336/- Rs. 16,392/~
From the above it will be seen that the total expenditure
incurred in Rifle Factory on account of maintenance of :—.
(4 dogs from March ’s9 to 29-8-61) Totalsavings cffected on sccoum of
(2 dogs from 30-8-61 to 31-3-64) surrenidering posts of 4 Site Wardensg
and 3 Security Durwans :—-
and expenditure on account of Dog Handlers :—
(2 Dogs Handlers from 18-12-59 t0 31-3-64}
(1 Dog Handler from 24-12-59 10 12-9-60)
(1 Dog Handler from 22-2-60 to 29-8-61)
(1 Dog Handler from 15-2-61 to 29-8-61}
ToraL Rs. 40.305/- Approx. ToTAL Rs. 64,728/~ Approx.
- Savings on account of withdrawal of MDSC Post -

Pay and allowance
R:éion;ce uipments .
na [ . .
8onscrvancg & Hot Weather Estt.
+ Clothing . . . . .
Accommodation (average)
Hospital Charges .

Per capita expd. per month,

Rs. 100 p.m.

Rs. 46
Rs. 14 ™
Rs. 2 ”
Rs. 15 »
Rs. 30 ”
Rs.

40 7' Total Rs. 247 or say

Rs. 250/« per month

. -
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Recommendation

The Committee are perturbed to note from the statement furnish-
‘ed by the Ministry (Appendix XV) that 20 vouchers oug of these 21
-had bdeen outstanding since 1956-38., They would like to Rnow the
outcome of the court proceedings.

The Committee also find from the statement that 4 vouchers of
the value of Rs. 69,034 relating to another private firm have been
outstanding since 1952.53. They would like to know the reasons for
non-clearance of these vouchers for such a long time.

[S. No. 64 of Appedix XX to 33rd Report (1964-65).)
ACTION TAKEN

The 20 vouchers relating to Messrs. Frontier Woollen Mills, New
Delhi, pertain to the period 1956-59. Of these, only 3 vouchers per-
tained to the year 1956-57, to the year 1957-58, and 16 to the vear
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 investiga-
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
iterns 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 carry out the necessary verifi-
:cation by the internal audit.

.3. DADS has seen.
[U.O. No. 2(4)/65/1143/D(O-II), dated 16th February 1966.]
Recommendation

The Committee are not happy over the delay of one year in tak-
‘ing action by the Ministry of Defence to apply to the civilian officers
on the Defence side, the revised scales of accommodation prescribed
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by the Ministry of Works, Housing and Supply in July, 1962. It is
regrettable that no action was taken in the present case on the sug-
gestion 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,
1963, the Ministry should have revised the requirements. This
failure resulted in the extra expenditure of Rs. 5 lakhs on the pro-
ject. The Committee suggest that failure to bring to the notice of
higher authorities the revised scales of accommodation in Qctober,
1962, on being pointed out by Audit, may be investigated and respon-
stbility fired.

The redeeming feature of the case is that the quarters have ac-
tually been allotted to the officers 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 g result of this, the lower staff
for whom the quarters had been built would remain without accom-
modation. The Special Secretary 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 action taken in
this regard.

[S. No. 66 of Appendix XX to 33rd Report (Third Lok Sabha).]
ACTION TAKEN

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, 1983, the Ministry should have revised the
requirements. This failure resulted in the extra expenditure of
Rs. 5 Jakhs 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.

Explanations were called for on 7th December, 1964, from two
ex-officers—these officers have since retired w.ef. 290th 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 16th 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 lapses in
future, standing orders have been issued vide Ministry of Defence

347 (aii) LS—25.
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w.0. No. 96098/RD-30, dated 18th November, 1964 (copy enclosed)
that all references from DADS should be invariably brought to the
notice of higher authorities and further action taken on their orders.

2. As regards Special Secretary’s assurance ‘that any shortage of
accommodation as a result of this was being made up, it is stated
that quarters for non-gazetted staff authorised by the Government
in the Pashan Project are being built on the site of Pashan Camp at
AMTC, Ganeshkhind, Poona, where some residential quarters con-
verted from the old war time barracks already exist The zoming
of new quarters have been planned in a manner ¢o as to ensure the
maximum utilisation of the existing temporary quarters. The defi-
ciencies in the quarters of Types II and III 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 reviewed periodically and fresh constructioms corresponding to
the number of quarters declared dangerous from time to time will
be taken up as and when necessary.

3. DADS has seen.
[U.0. No. 4/1/84/D(R&D), dated 17-9-1965.]

MINISTRY OF DEFENCE

{Defence Research and Development Organisation)
STANDING INSTRUCTION NO. 2/64

Sussecr: —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 taken on the
relevant file. No “rejection action” should be taken except at the
level of CCR&D/Chief Scientist/Director of Administration.

Sd/- A. S. PUJJI,
for Director General Research & Development.
All Dtes/Sections of R&D Hors.

Min. of Def. U.0. Ne. 96098/RD-30, dated 13 Nov., 64,

Copy to:— .
SO|SA, PA|CCR&D, PA|DCS, PA|DS (R&D) and US (R&D).
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Recommendation

The Committee are unhavpy at the loss of cash in the Canton:
ment Board Dehu amounting to Rs. 2.23.726. They desire that neces-
sary remedial measures including the tightening up of supervision
should be taken to avoid recurrence of such cases. The Committee
would like to know in due course about the outcome of the criminal
proceedings against the accused officers and the departmental action
taken in this case. The Committee would also like the Ministry to
examine carefully how the misappropriation of such a large amount
occurred without prompt detection and whether there is any lacuna
in the existing procedure for supervision and internal check which
requires to be filled up.

The misappropriation in ths case came to light in August, 1962
but the Head Clerk was arrested and susperded from duty in June,
1964. It is not clear to the Committee why it took nearly two years
to establish a suspicion of complicity against the Head Clerk. The
Committee desire that the circumstances leading to the delay should
be eramined with a view to ensuring that that the completion of

investigation in future cases of this nature does not take an unduly
long time.

[S. No. 71 of Appendix XX to 33rd Report Third Lok Sabha.}
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 Officers
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 accused officer and the offi-
cial of the Cantonment Board viz., the Head Clerk are still in pro-
gress in the Court. Charges have been framed by the Court against
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the accused on 12th August, 1985. The case stands posted for hear-
ing on 22nd November, 1965. Further progress of the case is not
available.

The question of taking departmental action against the two ac-
cused officers has been examined. On the advise of the Ministry
of Home Aflairs, 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
question 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
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procedure to be followed in the matter of physical
check of cash in the Cantonment Boards by the local
Audit Officers according to which Cash balances will
not be verified ordinarily by Local Audit Party. PBut,
where any unsatisfactory state of Cash Book is reveal-
ed as a result of audit or review, the L.A.Q. etc may, at
his discretion, proceed with the actual physical check of
the Cash balances. This discretion should be exercised
by the Local Audit Officers more frequently in warrant-
ed cases.

Ministry of Defence 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, the 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 nature. The Defence 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 examined 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 25-8-1962) a case of ccm-
mission of offence under Section 409 Indian Penal Code and 5(2)
of Act II 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. It 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 i.e., the Executive
Officer 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 Southern’ Com-
mand asked the President, Cantonment Board, Dehu Road to take
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necessary action, as in respect of the Head Clerk, a servant of the
Board, the Cantonment Board Dehu Road is the competent autho-
rity to accord such sanction. The Cantonment Board accorded the
requisite sanction on 29th November, 1963. The SPE (Bombay)
on 28th 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 22-8-1964 and also suspended from the Board’s Service.
From the foregoing sequence of events, it would be seen that al-
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 finalised 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 a clear provision
in the lease agreement that Government shall hand over the premises
in the same condition as they were at the time of commencement of
tenancy, the officers concerned failed to clear the Government assets
before handing over the building to the owner, and there was inordi-
nate delay in accepting the offer of the owner’s representative for the
Government assets in view of the fact that the owner had been send-~
ing rent bills monthly even after taking over the building, necessary
action should have been taken either to accept her offer or dispose
of the assets otherwise. The Committee are alarmed at the gross



negligence on the part of the officers concerned which has resulted
in wnnecessary payment of rent and interest amounting to Rs. 33,314
together with the cost of suit (not yet assessed) in the High Court,
merely because some small assets (which fetched only Rs. 130) were
not disposed of in time. The Committee are not satisfied over the
casual manner in which the investigation was made in 1956. They
note that the Ministry have called for relevant papers for further
eramination of the case with a view to pinning down responsibility.
Since this has already become an old matter the Committee destre
that the examination should be completed within six months and
action finalised without further delay. The Committee would also
like to know the outcome of further investigation and action taken
against the officers concerned.

[S. No. 72 of Appendix XX to 33rd Report (Third Lok Sabha).]
ACTION TAKEN

The concerned files the CWE (Commander Works Engineers)
have since been received and examined by Ministry of 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 availablee. CWE who was asked by
HQ. 20 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 possession. The
CWE reported accordingly to HQ. 20 Division on 18th September
1856. 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 1958.

3. It is agreed that with more careful appreciation of the position

and speedier aetion by the officers concerned bulk of the expenditure
could have been avoided.



Instructions have been issued by E-in-C's Branch to the Chief
Engineers on 13th September, 1985, pointing out the circumstances
under which the case in question had arisen resulting in infructu-
ous expenditure with a view to avoiding such cases in future.

As regards disciplinary aspect it may be mentioned that even in
1856 the CWE had difficulty 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 considered 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
referred 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.
[U.O. No. 15(2) /65/994/D (Works-II), dated the 8th February, 1966.]

Recommendation

The Committee are unable to agree with the view of the Chief
Engineer. The action of the subordinate in making entry in the
Measurement Book in anticipation of the receipt of the ‘Charpoys’
was 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 junds as utilised even though the
materials had not actually been received. The attempt to evade
rules to cover up the matter by making a false entry resulted in loss
of Rs. 45,219 in this case. The Committee desire that non-observance
of rules in such cases should be viewed seriously in future and suit-
able action taken in this case both against the subordinate and against
the officer who directed that the funds should be witharawn and kept
in deposit. The Comnatiee would also like to know whether any
departmental action was taken against the contractor.

[S. No. 73 of Appendix XX to 33rd Report 1964-65.]
ACTION TAKEN

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 P.A.C. when the disciplinary proceedings are finalised

Suitable remedial instructions have also been issued by E-in-C's
Branch to avoid recurrence of similar cases in future vide Annexure
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I. The contractor's name was removed from the approved list of
contractors of HQ. 183 Works Engrs. in February, 1960

2. DADS has seen.

[U.O. No. 15(3)/65/8485/D(Works-1I), dated the 9th September,
1965).

ANNEXURE 1

No. 36364/E8
ARMY HEADQUARTERS

Engineer-in-Chief’s Branch
DH& PO NEW DELHI-11, 19th June 1965

To

The Chief Engineer,

Southern Command, POONA,
Eastern Command, CALCUTTA,
Western Command, SIMLA,
Central Command, LUCKNOW.

SuBJECT—Measurement 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 this action was
irregular and the entry, to which contractor’s signature had not
been taken as 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 supplied 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 unfaVourable
award against Government. '
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3. Entry in a Measurement Book in anticipation of future deli-
veres is a serious irregularity as it involves deliberate falsification
of an important initial record. An attempt at showing that the avail-
able funds have been utilised when the material has not in fact been
received fs most unjustified.

4. Please take appropriate action to prevent such irregularities
in future.
Sd/-
for Engineer in Chief.

Copy to:—
Chief Engineer,
West Coast, 26 Assaye Buildings, BOMBAY-5 etc. etc.

L J [ ] * * [ ]

Recommendation

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).]

ACTION TAKEN

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
awaiting recovery should be mentioned in the Controller
General of Defence Accounts’ Certificate;

(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. (i) As regards (a) above, the total of the amounts outstanding
on account of stores supplied/services rendered as also outstandings
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 suggested that the number of cases where substan-
tial amounts 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
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General of Defence Accounts’ Certificate by mentioning the mum-
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 expenditure under objection, exceeding Rs. 5,000
in each case, where sanction of the Government of India iIs requir-
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 annexure to the Controller General of
Defence Accounts’ Certificate in future.

As regarde losses awaiting regularisation for more than one year
and where the amounts involved are substantial, we conslider that
losses substantial enough to require sanction of the Government of
India may be mentioned in the Controller General of Defence
Accountd’ Certificate as an additional reservation indicating the num-
ber of cases and the amount involved.

3. D.AD.S. has seen.

Recommendation

The Committee are alarmed at the occurrence of such a
large number of cases of misappropriation, frauds etc. in the Defence
Organisation 1in spite of rigid security measures and vigilance
arrangements existing therein. What is more surprising, the Defence
Department could detect only about 1/5th of these cases, the remain-
ing were taken up by the Special Police Establishment on their own.
This indicates that there is some slackness in supervision and vigi-
lance in the Defence Department. They suggest that the Ministry
should review the present vigilance arrangements at various levels
and take necessary action to strengthen them.

[Para 78 of 33rd Report (3 LS).]
ACTION TAKEN

The recommendation made by the Public Accounts Committee
consists of the following three points:—

(i) The large number of cases (viz. 766) of misappropriation,
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
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(iif) the present vigilance arrangements should be strengthen-
ed. :

* ]

2, We have the following remarks to offer on the above three

points:

(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 1964. 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 alia, 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 Officers 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 proceedings or court martial
proceedings or prosecutions in civil courts, as may be



359

deemed necessary, are undertaken against 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 misappropria-
tion, fraud etc. whenever such cases come to light. In
order to tighten up vigilance arrangements, necessary
general orders and instructions are also issued from time
to time to all subordinate and attached offices. Since in-
vestigations for detection of such cases will continue to
be carried out by the Special Police Establishment, it
dnes 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
a separate investigating agency in the Ministry of Defence
will involve considerable expenditure to Government. If
in the course of the work of the various vigilance units,
it is found that some units need to be strengthened, neces-
sary action will be taken accordingly.

3. Vigilance Officers have been 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.AD.S. have seen.
Recommendation

The Committee feel concerned over the delay in the disposal of
the cases for departmental action, some of 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.).
ACTION 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,
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2. The present position of 142 cases shown by the SPE as pending
departmental action ig analysed below:—

0]
(i)

Case finalised or closed . . ; 79
Cases pending departmental action . 53

(iii) Cases in which it has been decided that

(iv)

(v)

(vi)

delinquent officers should be prosecuted

by civil courts (Necessary action has been

tak=n by this Ministry in so far as it is
concerned) : : . - . 4

Cases held up pending a propos-d amend-
ment to the Prevention of Corruption Act,
1947 - : : - : : . 3

Cases in which the individuals concerned
were State Govt. emplovees and, there-
fore, did not come under the control of
Defence Ministry (the State Government
concerned have been informed accord-

ingly) . . . : . 2

Cases in which departmental action has

been kept pending till a decision is given

by a civil court . ) . 1
Total : 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 following factors:—

(a)

(b)

(c)

(d)

Time taken in submission of replies to charge sheets, by
delinquent officers, particularly when they request for
perusal of various documents ‘records and raise {echnical
issues before submitting their defence statements;

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;

Time taken by the Commissioner for Departmental En-
quiries to complete oral enquiries;

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,
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4. Delay in the finalisation of some of the cases is, thus, inevit-
able and beyond the control of the authorities concerned, Efforts
are, however, being made by this Ministry to finalise all pending
cases as early as possible and all Vigilance Officers under this Min-
istry are also being instructed to progress the pending cases on a
high priority basis and take suitable action to finalise them as ex-
peditiously as possible.

Ministry of Finance (Defence/Budget) and D.A.D.S. have seen.

Recommendation

The Committee appreciate the anxiety of the Ministry of Defence
not to curtail any of the facilities enjoyed by the Welfare Organisa-
tion and agree with them in this respect. All that they are anxious
to ensure is that the constitutional irregularity in keeping the finan-
cial transactions of the Canteen Stores Department outside the Con-
solidated Fund of India should be rectified. This be easily done by
adopting the procedure suggested by the Ministry of Finance. The
difficulties pointed out by the Ministry of Defence can be overcome
by establishing a convention to be followed by suitable orders that
the entire profits earned by the Canteen Stores Deptt. in any year
should be given as a grant to Defence Welfare Organisations in the
following year, in consonance with the eristing practice. Govern-
ment may implement this suggestion at an appropriate time.

[S- No. 9 of Appendix III to 40th Report (Third Lok Sabha).]
ACTION TAKEN

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 course.

D.AD.S. has seen.

Recommendation

The Committee appreciate that the surplus capacity 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 hope that the present proposals to augment the trac-
tor production to 300 tractors per annum by 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 made in this regard.

[S. No. 11 of Appendix IIl to 40th Report (Third Lok Sabha).}
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ACTION TAXEN

Government sanction for the setting up of a new factory for the
production of Heavy Earth Moving Equipment and Crawler Tractors
was accorded on July 16, 1965. The Crawler Tractor portion of the
project will involve a capital expenditure of Rs. 7-08 crores including
Rs. 2:27 crores in foreign exchange. The proposals envisage pro-
duction of the following equipments: —

Nos. per anrum

(a) Motorised Scrapers . . . . 150
(b) Rear Dumps ) . . . . 12§
{c) Haulpaks . . . . . 150
(d) Motorgraders . . . . . 150

575
(¢) D-80 Tractors . . . . : 300
() D-120 Tractors . . . . . 200

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 1972-73. 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.
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