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CHAPTER-VIII

COST ASCERTAINMENT AND COST CONTROL

Standard Estimates

601. 
Standard Estimates or rate forms of labour and material are maintained for all the important standard items of manufacture in each factory. These estimates are prepared by the factory after proper time and motion studies and with due allowance for wastage and rejections affording credit for any standard recoveries etc. The percentages of rejections are indicated as `minimum' and 'maximum' percentage. On receipt of these estimates in Accounts Office for pricing and post audit the 'Labour Section' will verify the labour operations and rates with reference to original sheets of piece work rates, viz. data cards, operations sheets, rate forms etc., as the case may be and levy the D.A. at constant D.A percent​age of the Section. Similarly, the material portion will also be verified by the `Material Section'. There​after, this section will price the materials with the latest monthly average rate or in the absence, with estimates or approximate rates. Finally, `Costing Section' will levy variable and `fixed' overheads at the annual budgeted rate. A summary of the value under `Labour' together with appropriate levy of Dearness Allowance percentage, materials, variable and fixed overheads will be exhibited on the front page showing the minimum and maximum rate of the estimates with reference to minimum and maxi​mum percentage of rejection. The estimates duly priced and audited will then be returned to the factory as required, one copy is being retained for use in the `Accounts Office'.

Note-
As per recommendation of the Abhyankar Committee, the provisioning of two types of Labour viz. Hand & Machine and minor indirect nature of material in the estimates has since been deleted.

Repricing of Estimates

602. 
All amendments to standard estimates, revisions etc. should be posted in the estimates immediately on receipt in the Accounts Office and estimates repriced accordingly. All standard esti​mates should be repriced once in six months. In the case of standard estimates, pertaining to inter​-factory demands, repricing may be necessary more frequently and change whenever there is any in the cost of materials or percentages of overheads or in the D.A. percentage etc. a repricing of the relevant estimates should be immediately made so that the issue vouchers may be priced as realistically as possible. The date on which the last re-pricing of a standard estimate was carried out should be shown in ink on the estimate supported by the dated initial of the auditor concerned.

603. 
Standard Estimates are not prepared for work of a casual nature for which spot estimate or supplementary work order drafts are prepared in the same way as estimates.

Note: For simplification in the system of Cost Accounting and Financial control, spot estimates instead of detailed estimates are prepared by the management in respect of small order i.e. where the aggregate of direct labour (indirect labour charge; in respect of jobs done on in​direct work order) does not exceed Rs. 100J-. In the case of a service order or urgent (priority) category the limit of `small orders' may be raised so as to include orders covering direct labour (indirect labour value in respect of the jobs done on indirect orders) to Rs 250. Estimates for 'Civil Trade Items' should be priced on the basis indicated in Chapter IV.

Extracts

604. 
An extract is the authority for the manufacture of an article in a factory. It is issued by tire OFB to enable the factory to undertake manufacture in respect of all outturn work orders and certain indirect service work orders. One extract is placed for one work order i.e. for one kind of article only.

605.
Copies of all extracts as well as amendments/alternations relating thereto will be received in the Accounts Office direct from the OFB or through the Finance Division OFB, if they relate to Army, Navy, A.F., M.E.S. or stock orders.

In the case, where it may appear that the issue of the extract is objectionable, the Accounts Officer should expeditiously take up the matter with the G.M. or the OFB through the Chief Controller of Accounts (Fys). The OFB will, if necessary, be requested to instruct the factory not to proceed with the extract, which has been objected to until the objection has been settled.

Classes of extracts

606. 
Extracts are divided into the following classes: ​

Class I for Army Orders and miscellaneous services like repairs for Navy and Air Force. 

Class II for payment services

Class III for inter-factory services

Class IV for stock (Internal to Factory other than capital)

Class V for capital services

Register of Extracts

607. 
A register of extracts (vide Sl. No. 17 of Annexure `A' to Chapter 1X) will be maintained in the Accounts Office to watch the receipt of all extracts issued, the progress of completion of ex​tracts with special reference to the P.D.C., if any, mentioned in the extracts as well as to ensure that the quantity ordered on the extract is not exceeded - in actual manufacture.

When extract is completed, the 'remark "Completed" will be written against it in the register. The information will be obtained from the pro​duction cards.

608. 
A register of IFDs will also be maintained in the Accounts Office in proforma set out at SI. No. 23 of Annexure A to Chapter IX for ensuring in audit that the quantity ordered on an IFD is not exceeded in actual manufacture. 

Note-
At the Clothing Factory, extracts are placed for garments of each size while work order sheets are placed for garments of various sizes covering several extracts. The number of gar​ments manufactured and issued as shown against the relevant extracts in the completed copies of work order sheets or inspection notes will be noted in the extract. As soon as an extract is finally completed, the remark "completed" will be written against it in the register of extracts.

Procedure of placing extracts

609.
Class I and Class II extracts are issued to factories by the OFB on the basis of demands placed on him from time to time on behalf of the Army or other Government departments etc. as the case may be. If such an order is receive factory direct, the G.M. applies to the OFB for a class I extract when the order is on behalf of the Army, and for a Class II extract in the (case of a payment order the value of which exceeds his finan​cial power.

610. 
All applications for extracts in respect of orders placed on Factories by Local Military Authorities should be carried out under Class-I extract. Supplies of Stores and equipment to Air​ Force, M.E.S., Navy and Defence Production) Research and Development organisation will be treated as Class-II orders. However, miscellaneous services like repairs for Navy, Air force will be treated as Class-I order.

611. 
Class-IV and Class V extracts are issued to factories by the OFB from time to time on the basis of application from the GMs of factories. The procedure for placing Class III open extracts has been detailed in para 613.

612. 
Extracts are not required for minor repairs or conversion, repacking or breaking up of stores carried out by factories on the direct requisitions of army formations (i.e., arsenals and ordnance depots) if the cost of any such transaction does not exceed Rs. 1,500. For all such orders (work orders 05/00003100 and 05/00005/00) exceeding this amount, the G.M. should apply to the OFB for a Class I extract.

Open extracts

613.
Before the commencement of each financial year, open extracts for various services pertaining to all classes of extracts are issued to the factories by the OFB. An open extract is a general authority for factories to carry out miscellaneous and petty services falling under Classes 1, IV and V for which specific sanction of the OFB is not required in each individual case, Under open extracts allotted for Class II, the G.M. can carry out work of payment services in each case upto the limit of his financial power without asking for separate extracts to the OFB. Similarly, a class III open extract is sufficient authority for a factory to undertake manufacture, repair or other work for another Ordnance Factory on receipt of an inter-factory demand (I.F.D.) from the latter, without further reference to the OFB.

Note: 1- For manufacture or reconditioning of components of rifles, machine nuns etc. open F rates will be issued and marked Class IV. A suitable register will be maintained' in the mounts Office for watching that, the monetary limits in this respect are not exceeded without proper sanction.

Note: 2- GMs of Factories (and not Accounts sheers) are directly responsible that in doing private works for members of the staff and outside parties, the policy of Governments in respect of non-interference with private enter-prise and the provisions of the Defence Depart​ment letter No.2212/13 (M.G.12) dated 30-3-39 are duly observed.

List of outstanding extracts

614. 
At the end of the year, a list of all out-standing extracts (including those outstanding from previous years) will be prepared for each class of acts showing the extract numbers and the quan​tities outstanding as per production cards and the list will be sent to the factory for check and return. In factories where these lists are prepared by the Management, the Accounts Office will check the outstanding shown therein. Any discrepancies should be settled at once. When an extract from the out​ing list is completed, the remark "completed" should be entered in the outstanding list.

When an extract is altered or cancelled, necessary note will be made on the extract as well as in the register or the outstanding list as the case may be. 

For budget purposes, the outstanding values of all extracts under each class should be worked out. This will be the amount which is required to be spent in the next year i.e. any expenditure already incurred should be excluded. This can be done by pricing the outstanding quantities at full standard rates and deducting there from the value of unfinished semi manufacture, making an allowance for any undue fluctuation that might have occurred on account of excess cost of tools or change in the material values or on cost charges.

Cancellations of extracts

615. 
When a Class I extract is cancelled, as much of the expenditure as has already been incurred on it will be transferred to some other warrants,
if possible, and any scraps or, components returned to store. The balance of the expenditure should be transferred to work order 06/00025/00. In the case of all other extracts, such expenditure should be adjusted to general indirect charges under orders of the C.C. of A (Fys), but, where a Class III extract was issued in satisfaction of some arsenal demand, the expenditure should be transferred to work order 06/00025/00. In the case of Class II extracts, a loss statement will be necessary to write off the net loss under the sanction of the competent financial authority

616. 
Whenever, a demand or extract is can​celled, credit will be taken for it in the year in which it is cancelled irrespective of whether the cancella​tion is effected in the year in which it was placed or in a later year. On receipt of intimation that a demand or extract has been cancelled, a report will be sent to the OFB by the factory through the Accounts Officer regarding the actual loss sustained on account of commitments etc. entered into before °receipt of the cancellation order, in order that the factories budget may be reimbursed to the extent necessary.

617.
The term "actual loss" referred to in para 616 will cover the- cost of labour employed and material used in the manufacture of stores of which further use cannot be made. It does not include material purchased and taken into stock for eventual use in complying with demands that may be placed later for the same store or for a store in the manu​facture of which similar material is used.

Excess manufacture

618. 
There are three categories of excess manu​facture, each of which is described below separately: 

(i) Excess manufacture covered by original extract.

(ii) Excess manufacture not covered by original extract but exempted from covering sanction. 

(iii) Excess manufacture not covered by original extract and requiring covering sanction.

There are certain stores, e.g., complete rounds of OR ammunition which are required to be manu​factured in complete units. A list of such stores is maintained by the O.F.B. If demands of D.O.S. for any of them are less than a whole number, of units, the OFB will issue extracts for the next greater whole number of units and authorise the factory to place the balance not required by the D.O.S. into stock under a special head.

In respect of manufacture of steel excess manu​facture and issue upto 5 per cent of the total quan​tity ordered on an extract placed on behalf of the Ordnance Factories will not require further covering sanction.

In all other cases when a warrant is completed and if it is found that the quantity actually manu​factured exceeds that authorised on the correspon​ding extract, the excess should be placed under objection and the G.M. of the factory be requested to obtain a covering extract form the OFB.

Procedure of placing warrants

619.
 Separate Warrants are generally issued for each extract. In order that the warrants may be completed within the period of the normal duration of warrants, large extracts may be divided into convenient compartments, in which case warrants will be issued for each compartment. On the con​trary, extracts on which similar stores are ordered may be pooled together as in the case of the Rifle Factory and warrants issued against the pool for mass production, provided the quantity ordered on a warrant is expected to be completed within the period of normal duration of warrants.

Duration of warrants

620. (i) Normal duration of Warrants for work other than capital works (new or repair) is a period of six months only, further extension, where neces​sary,-being subject to the prior approval of the OFB. Where Work passes from one shop to another, separate Warrants will be issued for each shop and the time limit will apply to the duration of Warrant for each shop. The date of commencing production work on a warrant may be some weeks after the date of issue of the warrant and the period will be counted from the date of commencing work on the warrant i.e. the date of performance of the first operation on each warrant.

(ii) Warrants for ordnance and carriage compo​nents which take longer than six months for comple​tion, may be issued' for one year without reference to the O.F.B: Further extension, where necessary, for a warrant for important service stores will be subject to the prior approval of the O.F.B.

(iii) In the case of warrant for .303" MK 7 type cases, bullets and caps, warrants for empty cases and bullets will be issued for 3 and'4 months, res​pectively while warrants for empty caps will be issued for 5 months in the first two 5 months period of the financial year and the last warrant being for a period of 2 months only:

(iv) For a warrant planned for completion in six months but whose completion is delayed on account of replacement of rejections or by change of design, approval of the OFB should be obtained for extension of its life.

Note--Old items of semi-manufacture on which no further expenditure has been incurred should be reviewed periodically and referred to the factory for action.

(a) Warrants and preliminary check thereon

621. 
A "manufacture warrant" (a work order sheet at the clothing factory) is prepared by the factory for each item of work ordered to be done in a factory, quoting therein the original authority for doing the work, drawings and estimates prepared therefore, the description and quantity of work to be done, the work order and warrant numbers allotted to the work, the operations to be performed (these are not shown in work order sheet) and the rate to be paid for each operation. These rates are taken from the "standard estimates" or "rate forms" maintained in the factory, copies of which (where they exist) are also supplied to the Accounts Office.

Simultaneously with the issue of the "manufacture warrant" detailing labour operations and rates etc. a "material warrant" is also issued authorizing the quantity of each kind of material required and showing other identification particulars as on the manufacture warrant. On the authority of these warrants the manufacturing shops can demand the material required and authorised and execute the work specified in the manufacture warrant.

Note:
"If the manufacture of an article has to be done in two or more Sections separate warrants (manufacturing and material) showing the same work order and warrant number are issued to all the Sections concerned."

(b) Register of Warrants

This register is maintained to have an effective control on the receipt and disposal of warrants and also for the opening and closing of cost cards. The register will be maintained in the following proforma:

	Sl. No.
	Work Order No.
	Warrant No. and  date
	Section on which warrant

issued
	Page No. of ex-tract Register
	Date of

receipt of

warrant in

Accounts office

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)


_______________________________________________________________________________________

Date of forwarding duly checked to

          Labour Section





  Material Section

_____________________                                                _________________

For facility of tracing, the register should be divided into block of work orders (04, 10, 70, 90 series etc.) and depending on past experience a suit​able number of pages should be set aside for each block.

Postings should be made according to the date of receipt of the warrant. Immediately on receipt of the warrant from the management, costing section should check the material provisioning and labour rates with reference to standard estimates, extracts etc. and enface "checked with estimates" on these warrants, They should forward the 'Manufacture Warrant' to Labour Section and `Material Warrant' to Material Section through a Top Sheet in the following pro​forma, to be stamped on the warrant

Date 


    Initials

_____________________________________________________________

1. 
Date of receipt in `C' Section 

2. 
Date of sending to L/M Section 

3.
Date of receipt of shop copies in L/M Section

4.
Date of return to `C' Section duly paired. 

The progress of movement of warrants from costing to Labour/Material Sections should be watched through this top sheet.

The verification of warrants with Standard estimates should be done as expeditiously as possible but not later than two working days after receipt in `C' Section.

As soon as a warrant is posted in the register, it should be cross-linked i.e., the relevant page No., Serial No. etc. of the register should be noted on the warrant itself for facility of future posting and easy reference.

While forwarding the manufacture and material warrant to 'Labour' and 'Material' Sections respecti​vely the initials of auditors concerned should be obtained in the register in token of acknowledge​ment. Care should be taken to see that the initials are neat and recognisable.

Arrangements should be made with management for sending shop copies of completed manufacture warrant to `Labour Section' and Material Warrant to `Material Section' together with a completed list of warrants. Additional copy of the list of completed warrants will be received in Costing Section avid column 9 of the register filled in. 

On receipt of the shop copies of completed warrants with the list of completed warrants in `L' and `M' Sections the pairing should be completed and objections, if any, raised and the warrant should ordinarily be passed on to the `C' Section within 3 working days from the date of receipt of shop copies from management.

Full particulars will be recorded in col. 10 in respect of (a) Warrants which are short closed (b) replacement warrants and (c) items manufac​tured in excess of sanction and action taken to regu​larise the same,

Note-A 
Register of supplementary work orders draft and Non-recurring rate, Form.-showing all details commencing from the preparation of supplementary work order draft/Non-recurring rate Forms upto the point of completion will also he maintained in the Costing Section. The register should be reviewed by the A.O. every month,

Cost Card Register

622. 
To watch the closing of cost cards in respect of completed warrants Cost Card Register is maintained in the following proforma:-

______________________________________________________________

S1. 


Ret. to file

Warrant

Date of

No.


containing list
No. and

completion

of competed

date 

warrants

______________________________________________________________

(1) 


(2) 


(3)


 (4) ______________________________________________________________

Date of

Ref. to


Remarks

closing cost

objection/Obser-

Card


vations raised 

(if any)

_______________________________________________________________________________________

(5)


 (6) 



 (7)

______________________________________________________________

For facility of tracing, the register maybe divided into block of work orders (04, 10, 70, 90 series etc.) and depending on past experience a suitable number of pages should be set aside for each block. 

The work of maintaining the register should be assigned to one or more assistants depending on the volume of work. The work of maintenance and closing of cost cards should be distributed on the basis of work order blocks wherever practicable.

The above registers should be reviewed by the A.O. every month.

Cost Cards

623.
Cost cards by warrants will be maintained manually in the Local Accounts office in IAF (Fac) 95. For this purpose Cost Cards will be opened immediately a warrant issued. Particulars regarding Extract Number, Quantity ordered, Work Order/ Warrant Number, nomenclature o material and estimated cost under different elements of cost will be filled in. Opening of the cost card will be authorised by the Officer. In the case of warrants which are carried forward from the previous year, opening value of semi under the different elements of cost as well as the estimated cost of items will be filled in.

Posting in Cost Cards

624.
The EDP Centres at the office of the Chief C of A (Fys) and OE Fy Kanpur, Vehicle Factory, Jabalpur, A.F. Kirkee, H.V. Fy. Avadi, furnish to the concerned Accounts offices monthly abstracts in the Month/2nd month following that of the account to which they relate: ​

(i) Labour and Overhead Abstract 

(ii) Material Abstract

(iii) Transfer Voucher/Allocation Abstract 

The formats are as under: ​-

Labour and overhead abstract for the month of.......................................

______________________________________________________________

Factory 
Work 

Warrant 
Section 
Amount 

Order





(With DA) 

______________________________________________________________ (1) 

(2) 

(3) 

(4) 

(5)

______________________________________________________________

______________________________________________________________

Variable 
Fixed 

Total 

Remarks 

charges 
charges

______________________________________________________________

(6) 

(7)

(8) 

(9).

______________________________________________________________

Material Abstract

______________________________________________________________

Factory
Class of
Month
Work

Warrant 

Cost

______________________________________________________________

(1) 

(2) 

(3) 

(4) 

(5)

______________________________________________________________

______________________________________________________________

Section
K.O.D. 
V. No. 
Amount
Remarks 

Order

______________________________________________________________

(6)

(7)

(8) 

(9) 

(10)

______________________________________________________________

(Section Total, Warrant Total and Work Order total are also given).

Transfer Voucher and Allocation Sheet

Abstract







Month... 

______________________________________________________________

Factory 
Work 

Warrant 
Section 

Order

______________________________________________________________

(1) 

(2) 

(3) 

(4)

______________________________________________________________

______________________________________________________________

Class of
Amount
Remarks 

Cost

______________________________________________________________

(5)

(6)

(7)


______________________________________________________________

Others 

Comment Abstracts,

This is an abstract prepared from the Red Demand and Return Notes showing the total value of components for each Work order by Sections and Warrants.

Work-Order Tabulation 

625. 
The expenditure on each warrant issued in respect of a Work Order mechanically grouped together and the total expenditure on Labour, Material, Overhead charges etc. i.e. by classes of cost relating to the Work Order, is exhibited in the tabulation.


The Accounts office will post from the abstracts into the relevant cost cards, figures relating to each warrant. In position from the abstract into the cost cards priority will be given to: -

(i) Warrants completed during the month.

(ii) Running warrants in respect of which the G.M. of the factory requires progressive figures of expenditure every month.

Clearance of Fictitious Work Orders and Warrants 

626. 
While posting in cost cards as well as while compiling the actual variable and fixed charges, cases of fictitious work orders/Warrants would arise. A summary of fictitious Work
Order numbers/ Warrant numbers should be made out at the end of posting the relevant abstract and entered in the Register for watching adjustment of cases of oper​ation of fictitious Work Order and Warrant numbers in the abstracts. The register will be maintained in the following proforma: ​-

______________________________________________________________

Moth 

Class of
Work order 

Warrant 
Amount 

and 

cost 

number 

number

serial



as per


as per

number


abstract 

abstract 

______________________________________________________________

(1)

(2) 

(3)


(4)

(5)

______________________________________________________________

______________________________________________________________

Correct
Correct
Has cor-

No. and

Remarks

Work

warrant
rect pos-

date of 

Order

number
ting been

transfer 

Number 


made 


voucher

______________________________________________________________

(6) 

(7) 

(8) 


(9) 


(10) 

______________________________________________________________

A monthly list in the same form as the register will be prepared and sent to `Labour' and `Material' Sections who will intimate Costing Section about the Correct Work Order and Warrant Numbers after verifying the primary documents. The fictitious items mainly fall under the following categories:​-

(i) Operation of fictitious warrants numbers and work order numbers.

(ii) The use of the `00' Work Order series by the EDP Section in respect of items on which Work order/Warrant is illegible. The number of fictitious work orders/warrant could be reduced considerably by diligent scrutiny of the primary documents before sending them to the E.D.P. Section.   

Transfer Voucher

626 (A)
If materials drawn against one order are unavoidably used for another, the foreman concerned will prepare a transfer voucher crediting the Order on which the materials were drawn an debiting the order for which the materials have actually been utilised. Similar transfers vouchers are prepared for correction of wrong booking of Labour, for rectification of mistakes and transfer of expenditure from one work order to another. All such transfer vouchers enfaced with certificate as to the necessity of their preparation will be sent to the Accounts Office duly signed by an Assistant Works Manager. These transfer vouchers will first be registered in the Costing Section and given a serial number and passed on to the
Labour and Material Sections for checking
 and posting on warrants.
The materials and labour (where neces​sary) will then be priced by the Material and Labour Sections, respectively and the transfer voucher returned. The Costing Section will add the overhead charges. Thereafter these transfer vouchers along with allocation sheets, etc. are sent to EDPs Section for the preparation of the abstract of transfer vou​chers, which when received back will be posted in the cost cards.

Note-
Transfer vouchers prepared by the Accounts Office for readjustment or corrections should be signed by the Accounts Officer

Systematic Review of the Cost Cards

627. 
To ensure the correctness of the postings of costs from the abstracts, it is most necessary that a verification of such postings into the cost cards should be made by the Section Officer. Test check to the extent of not less than the percentages indicated below should be exercised by the Section Officer, `Costing Section' in respect of these postings: 

Labour and Material Abstracts


 -5%

Overhead Abstracts



- 5%

Transfer Vouchers and Allocation

Sheet Abstracts




-15% 

But all Transfer Vouchers over the value of Rs. 500 are to be checked by the Section Officer in full.

The Percentage prescribed should be calculated with reference to number of warrants including sub-warrants. In respect of overhead charges the percentage check should be exercised separately in respect of each class of cost.

In token of having exercised this check, the Section Officer `Costing Section' should tick all the item scrutinisd in this abstracts and the cost
cards with distinctive coloured penci. At the end of posting of each abstract the following certificate should be recorded by the Section Officer. "Certi​fied that the posting from this abstract into the rele​vant Cost Cards have been test checked by me as per instructions contained in COA (Fys) No. PR/9 dated 25/28th July, 1955.

The abstract should then be submitted to the Accounts Officer for general overall scrutiny. While no percentage for check by Accounts Officer has been prescribed, he should also exercise a careful test check of these postings to such an extent as to satisfy himself about the accuracy of the work.

Closing of Cost Card

628. 
The list of Warrants completed during a month is to be received by the Costing Section by the 10th of the following month. As soon as the list of warrants completed during a month is received in `Costing Section'. Necessary action in the following manner should be taken to close the Cost Cards:​-

(i) The first step is to obtain from the Labour and Material Sections respectively the completed shop copies of `Manufacture' and `Material warrants' duly paired with Accounts copies. These copies will be annexed with relevant cost cards. 

(ii) In the case of warrants running from the previous year it should be ensured that the cost card has been debited with opening semi,
if any. Replacement Warrants and warrants for tools and gauges manufactured on t e parents Order with Sub numbers will similarly be annexed with respective cost cards and all enclosed to the cost card for the parent Work Order.
It should be en​sured that the details of all expenditure recorded against a warrant should be available when a warrant is finally closed, no matter how long a warrant has been running. The
original cost card of the past year/years in regard to a warrant closed in the cur​rent year should be available. Accounts Officers are to ensure that cost card for all carry forward warrants for any year are available.

(iii) The Class of cost-wise expenditure debited to the work during a year by Section and month separately and the class of cost-wise values of the opening semi, if any, will be cross-totalled and recon​ciled. The total figures under each elements of cost appearing in the cost cards for replacement and tool and gauge warrant will be brought forward and debi​ted separately to the cost card for the parent Work order. All the debits viz. the opening semi expen​diture during the year, cost of replacement, tools and gauges charges by class of cost will be cross totalled and reconciled.

(iv) At the end of the year in the case of running warrants the value of closing unfinished semi should be priced as indicated at para 713 and deducted from the total expenditure element-wise to deter​mine the cost of production of completed articles.

(v) It should now be determined whether any avoidable rejection has occurred in the warrant. The amount of avoidable rejection should be cal​culated in accordance with the principles stated in para 679 and deducted from the expenditure recor​ded in the cost card. The amount deducted will be excluded from Production Account.

(vi) The normal cost of production of the articles completed will be arrived at by excluding the diffe​rence mentioned in (v) above from the total cost of production inclusive of the cost of rejections. The unit cost of Production will then be worked out under each element of cost by dividing the normal total cost by the number of articles completed. 

Comparison of `Actual costs' with `Estimated Costs' 

629.
The next step is to compare the actual unit cost under each element as well as the total thereof with the estimated figures recorded on the cost card. The actual is liable to vary from estimates due to various reasons of which some are mentioned below: ​

(i) For purposes of variance analysis, the actual rejection
should be compared with the lower
percentage of normal rejection provided in the estimate and not with the maximum limit. Drawal in excess of the Minimum rejection percentage is made through N.R.Ms.

(ii) When an alternative material either autho​rised in the standard estimates or a new one is pro​posed to be drawn, the same is also authorised on N.R.Ms. The financial effect in such cases will be determined on the basis of difference in value bet​ween the standard material normally used as per the estimate and the alternative material used

(iii) The labour cost which included dearness etc. allowances on percentage basis may vary from the estimates due to the variation of the actual per​centage from the estimated one. It may vary due to rejections, replacement and performance of more or less operations than provided in the estimates. It may also vary due to wrong preparation or pricing of piecework cards or employment of day workers instead of piece workers involving changes in the method of Manufacture. Further, the Labour cost is also liable to vary due to wrong posting in cost card or wrong assessment of the value of semi, etc.

(iv) The material cost is liable to vary from esti​mates on account of reasons at (i) and (ii) above. In addition due to the time lag involved the monthly average ledger rate prevailing at the time of pricing the estimate may not be the same as the rate -prevailing at the time of drawal of different   mate​rials provided in the warrant. Again there may be variations due to rejections, replacement wrong reparation of pricing of Demand Return Notes, Transfer Vouchers, and Wrong assessment of the value of semi use of differently costly materials over and under drawal of materials etc.

(v) The overhead charges may also vary due to variations at (iii) above. It may also vary due to the variations of the percentages of overheads from estimated ones. Further, the overhead
charges are also liable to variation due to wrong posting of cost cards, wrong assessment of the value of semi "etc.

(vi) A Prima facie scrutiny of the percentage of different periods or checking of the postings in warrants may some times reconcile the variations. Again more detailed scrutiny with reference to original documents viz. piece work cards, day work cards, Demand/Return notes, N.R.Rs/N.R.Ms. Replacement warrants etc. may some times be essen​tial for tracing the reasons for variations. A tho​rough re-examination of all the primary docu​ments involved may at times be the last recourse of reconciliation when the reasons for variations are deep rooted, specially in the case of compen​sating errors. It may, however, be said that the analysis of the reasons for variations in respect
of items of considerable labour and material value, processed through different sections for a consider​able length of time and susceptible of wastage and rejection at every stage of manufacture will normally " involve a greater extent of scrutiny. The extent one may have to dive deep into original documents for tracing out the reasons for variations depend entirely on the nature of variation and the mode of approach for reconciliation.

630. 
The Accounts Officer should carry out a diligent perusal and scrutiny of details in respect of cost cards –

(i) Where the variation between the estimated and actual cost is more than 10% under Labour/ Material Heads.

(ii) Pertaining to warrants the estimated value of which is Rs. 10,000 and above.

(iii) All Civil Trade Warrants.

(iv) All warrants in which rejections have taken place.

(v) Any other warrant presenting unusual fea​tures.

631. 
All cost cards pertaining to items, (i), (iv) and (v) above with detailed cost analysis will be passed on to the factory management by the A.O. for information and comments. All comments should be given in the spirit of healthy co-opera​tion and should be calculated to enable the mana​gement to effectively control the cost.

632.
Once the cost cards are closed, the section officer, costing Section should thoroughly scrutinise all the cost cards and offer critical remarks on points of an interesting or unusual nature. The Accounts Officer, who is required to sign all cost cards is ex​pected to exercise a diligent overall check on all cost cards and should thoroughly check all the cost cards pertaining to case mentioned above.

Quarterly reports on closing of Cost Cards

633. 
Quarterly reports in the `Proforma, given below are to be rendered by the AO to the Group officer with a copy to main office by the 15th of first month following the next quarter i.e. report for quarter ending March should be rendered by 15th July. Specific reasons for non-compliance of the checks prescribed at various stages of main​tenance of cost cards should be given. They should also highlight any irregularity noticed during test checks. Random checks will be carried out by the Joint Cs of A.

PROFORMA

(a) Opening of Cost Cards

Certified that:-

(i) The cost cards in respect of all warrants received from the Factory Management during the quarter ending----- have been opened immediately after receipt of the warrants.

(ii) All warrants received during quarter ending -------- have been checked with relevant estimates immediately on receipt.

(iii) The serial number of the warrant Register has been noted in the Cost Card opened.

(iv) The element wise estimated cost has been noted in pencil at the time of opening the cost cards, on the reverse of the Cost Cards.

(v) The opening entries in the cost cards have been checked and initialled by the concerned Section Officer.

(b) Posting of expenditure from various abstracts into the cost cards

Certified that--​

(i) The posting of expenditure from the various abstracts during the quarter ending------- - into the Cost Cards have been completed and test checks at the prescribed percentage has been carried out by the concerned section Officer.

(ii) The Register for watching adjustment of cases of operation of fictitious W.O./Warrant number in the Abstract is being maintained and action for their clearance has been taken.

(c) Closing of Cost Cards 

Certified that-​

(i) All the warrants declared completed by the Factory Management during the quarter ending been marked in the warrant Register.

(ii) All completed warrants of final sections are noted in the Cost Card Register.

(iii) Cast Cards for warrants declared completed during the quarter ending --------------- have been closed and analysis of variances has been made in all cases with the exception of those shown in the MPR (Monthly Progress Report).

(iv) Important cases of cost variances and unusual features noticed at the time of closing of cost Cards have been referred to the Factory Management for their remarks and objections issued are watched through Objection Register.

(d) The following items have been test checked by me and the discrepancies/irregularities noti​ced during the test check are noted against each. 

(1) Opening of Cost Card

______________________________________________________________

Month

No
of item test


Results of the test. 

checked by A.O.
check and
irre​gularities noticed during test check

______________________________________________________________

(2) Posting of expenditure from various abstracts into the cost cards

______________________________________________________________

Month

No. of items test


Results of the test. 

checked by A.O.
check and
irre​gularities noticed during test check

______________________________________________________________

(3) Closing of Cost Cards

______________________________________________________________

Month

No. of items test


Result of the test

checked by AO.
Check and the irre​gularities noticed du​ring the test check. 

______________________________________________________________

(4) 
Cases of variation between actual and estimated cost by more than    10 %

______________________________________________________________

No. of Cases


Exact nature


Preventive

reported to


of the Variances

measures

the GM


element wise. 

suggested to the GM

______________________________________________________________

      1




2



3

______________________________________________________________

No. of objet-


No. of objet-


Progressive No.

tion raised du-

tions settled


of outstanding

ring the quarter

during the


objections 

ending


quarter


month and year-wise

______________________________________________________________

      4




5



6 

______________________________________________________________

Note-
The AOs may narrate the nature of variances and the preventive measures suggested to the GMs' in a separate paper and annex the same to quarterly Report, if the space provided for this write up in the above proforma is found to be insufficient. They may also add useful com​ments in this regard.

Important points

634. (i) Cost Cards should be closed with the cost data available in the Card itself observations on discrepancies/deficiencies found during scrutiny may be raised separately and pursued through ob​jection Register. It is not necessary to open a sepa​rate file for each Cost Card. All the objections/observations should invariably be entered in the `Audit Progress Register' maintained for each sec​tion i.e. Labour, Material, costing separately and their clearance should be watched through the `Register' which should be submitted to the A.O. once in a month.

(ii) When an alternative material is actually used, estimated cost as exhibited in the cost card should reprised so that it will embrace the materials actually used in the manufacture. In cases where a alternative materials used are more expensive the normal ones, it is open to the A.O, to enquire into the same and if the reasons as given by the management are not satisfactory the extra expenditure should be placed under objection for regularisation.

(iii) As NRMs are to be issued in these cases and NRM's where the financial effect upto Rs. 500 are sanctioned by Manager
in charge of
Rates and Estimates Section, the review by A.O. will be selected cases which call for remedial action. The financial effect is determined on the basis of difference in the value between the standard mate​rial normally used as per estimate and the alter​native materials utilised. For purposes of arriving at the financial effect of NRM and non-recurring alternative material forms, a list of commonly required materials with current rates should be prepared by the Rates and Estimates Section of the Factory in consultation with the Accounts Officer. The latter should intimate the changes in the rates of material at the beginning of every quarter to 'enable the factory to up-date their rate lists.

(iv) To facilitate ascertainment of the expen​diture against NRMs, NRRs and Replacement warrants the fifth digit of the Warrant (which consists of 5 digits) will indicate the control numbers for NRRs, NMRs etc.

Thus 

`1' is for NRRs 

`2' is for NRMs 

and 

`3' is for replacement Warrants.

(v) The period of retention of cost cards is two years from t e ate of closing of cost cards. It should be ensured that the details of all expenditure recorded against a warrant should be available when the warrant is finally closed no matter how long the warrant is running i.e. the cost card rela​ting to semi warrants of previous years should be available.

Concurrent Review of Production cost and Production activities

635.
Concurrent review of cost as and when they are compiled is necessary to bring out signi​ficant Variation in costs properly and promptly to the notice of the factory management, so that remedial measures may be taken in time. This review enables the Accounts Officer to have a clear picture from the cost accounting point of view of the overall activity of the factory and enables him to spot out any abnormal features revealed in the Production costs in the Store Accounts or in the utilisation of Labour.

636. 
Normally warrants where the estimated cost is Rs. 5 lakhs or more should be selected. AOs are free to fix a lower limit depending on the pro​duction activity of the factory. In addition warrants for production of the items which are very important and sensitive in nature are to be selected even though the estimated cost may not be Rs.5lakhs (C.S No. 01/99) or more. The selection will be made by scrutinising the Material abstract relating to each of the month and picking out warrants where the expenditure has been heaviest. Having selected the warrants, the relevant cost cards and the production ledger cards pertaining to these warrants are segregated. The 'postings and related documents are scrutinised to see:

(i) The progress of expenditure against these warrants.

(ii) The Progress of issues as against quantity manufactured.

(iii) Quantity of rejections and significant vari​ations in cost as compared to estimates.

(iv) Discrepancies in pricing etc.

637. 
The object of the review is to spot out:

 (i) Heavy rejections.

(ii) Delay in documentation such as delay in preparation of Demand Notes in some cases, Return Note in many cases.

(iii) Considerable delay in inspection leading to accumulation of items.

(iv) Delay in either issue or preparation of `P' issue vouchers.

(v) Non-closure of warrants even when produc​tion is complete or almost completed.

(vi) Cases of substantial variation between actual and estimates as revealed by the expenditure recorded even when a warrant is running.

(vii) Cases where, expenditure
on tools have not been properly recorded/allocated.

638. 
Detailed analysis of these warrants is in​corporated in a quarterly report called `Concurrent Review of Production cost and Activities' and is sent to the PR Section of the office of the Chief Controller of Accounts (Factories) by 15th of the Second month following-the quarter. The proforma for the rendition of the reports are-

PART-1

Factory

current review of production cost, production activities for the quarter ending................ 

_____________________________________________________________________________________________________________

Sl. No.
Work

Warrant 
Date

Parti- 

Quan​-

Order

number 
of

culars 
tity 

number


issues of 
of

ordered 

warrants stores

_____________________________________________________________________________________________________________

 (1) 

(2) 

(3) 

(4) 

(5) 

(6) 

_____________________________________________________________________________________________________________

______________________________________________________________

Qty.

Qty. 

Estimated 
Esti-

Total 

Remarks

comple- 
issued

values

mated

expen​-

ted



of the

value

diture

warr-

of the

booked 

ant 

qty. 

inclu​

comple- 
ding 

ted 

opening semi

____________________________________________________________________________________________________________

 (7) 

(8)

 (9) 

(10)

 (I1) 


(12) 

_____________________________________________________________________________________________________________

PART-II

_____________________________________________________________________________________________________________

Sl. No. 
Parti- 

Qty. 

Qty. 

Qty. 

Esti​,

of

culars

comple- 
rejec-

issued 
mated 

Part I

of the

ted

ted



value

Of the

srotes







of the port










comple​ted 

quantities. 

_____________________________________________________________________________________________________________

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

_____________________________________________________________________________________________________________

_____________________________________________________________

value of the


Total ex-

Detailed reasons

annuity issued

penditure

for variation
bet​

(for 70 series

booked

-ween estimated and

only)





actual costs. Comm​ents 

on non-docu​mentation, 

delay in closure of warrants etc.

_____________________________________________________________________________________________________________

(7)



(8)


(9)

_____________________________________________________________________________________________________________

639. 
Copy of the part of the report, containing the details of warrant number, estimated cost, actual expenditure etc. is sent simultaneously to the management indicating inter-alia the salient/abnormal features revealed for their comment. The points taken up are indicated in Part II of the Report for information of Main Office. To achieve the objec​tive of
highlighting abnormal  / irregular features in the progress of manufacture to the notice of management for corrective action in times 'it is necessary for the AO to consult the original documents, analyze the cost closely and critically for detecting abnormalities/irregularities like belated documentation, advance labour payments before drawal of material, overdrawal of material, loose estimation, non-closure of warrants within the stipulated period even when production is 'completed.
A certificate that such scrutiny has been carried out is required to be furnished along with the report.

640. 
Part I and Part II of the report are divided into two parts:- 

Part IA. New warrants taken up for review for the first time

IB- Warrants shown in the previous reports and carried forward. Once an item is incorporated in Part I of the report the same should continue to be shown till the Cost Card is closed and irre​gularities/abnormalities, if any, are finally settled. Similarly, detailed reasons for variation etc. should be indicated in Part IIA and IIB of the review in respect of the items included in Part IA and IB, respectively.

641. 
Besides the review of production cost as stated above, the following important features are also reported

(i) Profit or loss on sale of Stores: Any profit or loss on the sale of stores, which exceeds Rs. 10,000. Details to be furnished are​

(1) Issue Voucher Number and Date, (2) Ledger, Folios, (3) Description of Stores, (4) Book Value, (5) Sale value, (6) Amount of profit/loss, (7) Reason for abnormal profit/loss, (8) Steps taken/suggested where necessary for avoidance of the same in future, (9) whether the question of Keeping out of produc​tion was considered and referred to Main Office.

(ii) Discrepancies 'in stock verification-Discrepancies where the value of the discrepant stores in stock exceeds Rs.10, 000 with action taken for settling the discrepancies.

(iii) Percentage of piece work -profit for the factory as a whole for all the months in a quarter, also case of consistently high piece work profit noticed in the quarter, and action taken in the matter.

In case where Guarantee wages are paid, reasons for payment of guarantee wages i.e. whether the same is due to shortage of work or inefficiency of the worker and action taken in cases involving payment of Rs. 5,000 or more.

(iv) A detailed report of systematic overtime covering the following points should be annexed with the report.

(a) Whether sanction of competent authority exist for overtime (b) whether the propriety of such sanctions particularly in non-productive sections has been examined from higher audit point of view and the result of the examination. (c) Whether any point was taken up with the Manage​ment and their comments.

642. 
In analysing the reasons for variation bet​ween `Actual' and `Estimated' costs, vague remarks like under drawal' of materials bulk drawal of materials, fluctuation in ledger rate/overhead percen​tages which are obvious should be avoided. The cost data should be analysed on the basis of primary documents available in the Accounts Office. Only when abnormalities are found, factory should be addressed.

Comparative study of costs

643. 
These are two categories​:

(i) Comparison of cost of manufacture between one factory and another for items of common production.

(ii) Comparison of Ordnance Factory cost and Trade prices when stores are being procured from both the source.

Item (i)-A Register is to be maintained to record separately the items classified under three sections given below:

(a) For common items of production between two or more factories.

(b) For components/stores simultaneously received from out of the manufacture of more than one factory and being assembled in the factory.

(c) Components manufactured in own factory pro​duction as well as obtained from different factories.

Up to-date element-wise costs are obtained from the concerned factories in respect of all the three cases mentioned above. Cost detailed is to be ob​tained at an interval of six months. If actuals are not available the estimated costs are to be obtained. Initiative for items (b) and (c) should be taken by the Accounts Office of the factory finally assembling the stores. Details are noted in the register maintained in the following proforma

PROFORMA

Comparison of cost of manufacture between one factory and another for items of common production

Name of Component/Store 

Required for work order

______________________________________________________________

Cost of................ Fy.


Cost of.......... Fy. 

______________________________________________________________

Year 

Labour 
Material 
VOH 

FOH 

Total 

______________________________________________________________

______________________________________________________________

1st quarter

actual estimate

______________________________________________________________

Lab.

Mat.

VOH

FOH

 Total 

______________________________________________________________

2nd quarter

actual estimate 

______________________________________________________________

So on 

______________________________________________________________

Cost of.............. Fy.



Own Factory cost....

______________________________________________________________

Labour 
Material
VOH

FOH

Total

______________________________________________________________

______________________________________________________________

Labour 
Material
VOH

FOH

Total 

_____________________________________________________________

Result of review in respect of item i(a) and i(b) & i(c) with GM's remarks will be included in the Concurrent Review Report. For item i(b) and i(c) the financial advice will be given about off-loading of the store from the costlier factory to the cheaper one or to own factory depending on availability of capacity, scope for cost reduction etc.

Item (ii) falls under two categories.

(a) for items procured from other factories as r well as from trade.

(b) for item procured simultaneously from trade and from own factory production.

644.
Accounts Officer of the consignee factory f should promptly intimate the trade prices of such items to the AO of the consignor Factories, if the trade price is lower than the Consignor's cost of production as vouchered. The Accounts Officer f; of the consignor factory will investigate the' causes and bring it to the notice of the management for reducing the cost. As cost analysis of trade price is not available, broad assumptions have to be made taking into account the fact that sales price includes selling and distribution costs
and profits. If trade prices are higher, advice should be rendered so that management can negotiate for lower prices or restrict the order to the minimum. 

645. 
The study of the economics of each proposal has to be done intelligently and not on a routine basis. Petty cases should be ignored. Controversies should be sorted out by personal discussion with the G.M. No hindrance to production should be caused by withholding concurrence particularly in the case of emergency purchase. At the same time it should be ensured that the financial interest of Govt. is safeguarded.

The proforma of the Register is given below:

Cost
of................ Fy
Similarly
for
other common factory 

______________________________________________________________

Year 

Qr 

Lab 

Mat 

VOH 

FOH 

Total

______________________________________________________________

Own Fy
Trade

Firm

So.

Rate

Cost

Price



No. &

Total



Date 

______________________________________________________________

Lab

Mat

VOH

FOH

Total Remarks 

______________________________________________________________

Except system


646. 
The production of an item may be turned and completed in one section or may be partly `done in different sections and completed in another. In such cases the normal procedure of compilation of costs will be computation of cost against section/ sections concerned with reference to the markings of original documents viz. Demand Notes, Return Notes, Day/Piece work cards etc. with Section(s) code numbers and postings accordingly in the war​rants. The actual expenditure in the relevant cost card is posted showing section number as tabulated in various abstracts showing the expenditure. Items are also manufactured for stock in the case of known demands and omnibus orders.

647.
But in case of items comprising many components, which are peculiar in certain factories due to main items of production therein being so composed, the above procedure is not suitable either for building up stock or for meeting demands. Each kind of component is turned out independently and finally assembled. Instead of taking the finished component to stock as complete and subsequent drawal to assembly work order, the components are kept on production charge.

648.
The work orders for components are in 40 series and the components are held on produc​tion charge as finished components till they are drawn for assembly in the main out-turn work order. This being a exception to the general pro​cedure of manufacturing the components on stock series work orders and drawal form stock in the main (assembly) work order or as-a stage process of production of the completed item against the main work order is called `excepts stem'. The orders for manufacture of components are called 'Except orders' and the components are known as `except components. By way of illustration it may be state that in Ammunition Factory Kirkee, certain components, which are required in bulk for consum​ption on assembly work orders for which regular and continuous demand exists, are manufactured on separate work orders under `40' series of the Part Il of Syllabus of Work Orders, for each components. The authority (viz. extract for issue of warrants on 40 series of Work Order is the same as that for regular out-turn order. The system is in vogue at Ammunition Factory, Kirkee, Ordnance Factory Khamaria, Rifle Factory Ishapore, Ordnance Factory Trichirapalli, Ordnance Factory, Varangaon, HV, Fy. Avadi.

Detailed procedure

649. The finished components; instead of being utilised directly on the assembly work orders or being taken on regular stock charge are sent to a component stores where they remain on production charge. A separate production card is maintained for each of the component. The receipts in the Production 'card is posted, as usual, form the Ins​pection Notes-IAFO-1937 (Departmental advice notes) and thereafter drawal and return of compo​nents to and from the assembly work orders are accounted through Red Demand Notes IAFO​1895 and Red return Notes IAFO-1895-A specially adopted for this purpose. The Red Demand and Red Return Notes are initially priced at previous year actuals or at estimated rates, in the absence of actuals, and adjustments to Red Demand and Red Return Notes, if any, are passed after closing of cost card of 40 series.

650. 
A separate abstract called `Component Abstract' is prepared on EDP machines- from Red Demand/Return Notes. The total value of the components thus debited to the various Work Orders is credited in lump to an omnibus. Work Order 40/00000/00 in the tabulation under class of cost 23.

651. 
The cost of the components appear in the cost card of the assembly warrants as depart​mental material under class of cost 22 and the cost of assembly only is exhibited there, under each ele​ment of cost. As a result, the detailed cost of the finished product is not reflected exactly under each element of cost in the cost card. In order, there​fore, to find the detailed cost of the end product under each element of cost, the value the components appearing in the class of cost 22 is ignored and the unit assembly cost; analysed under each element is taken over to a cost statement prepared for this purpose. The cost of the components appearing in the cost card under class of cost 22 is
analysed under each element of cost with reference
 to average actual cost for the component for the half year or for the year as the case may be. Where this is not possible in respect of any particular components, standard estimates may be used as the basis for split up of the component cost. The element wise cost of the components is then taken he above cost statement and added to the unit assembly cost.
 The total thus arrived at represents the detailed cost of the finished product. In igno​ring the cost of the departmental material, the cost of production will not be affected in any way, as the assembly cost as well as the cost of component appears all individually and element-wise in the master card tabulations. Inflation in cost is not therefore pos​sible in the above system.

652. 
The unused components in the component store at the end of the year will represent finished but unissued production, on the component work order concerned. Components not used by the sanctions in a year are shown as semi manufacture at the end of the year against the assembly work order on which they were drawn.

Note
1-In some factories e.g. Vehicle Factory, Jabalpur the component abstract instead of being tabulated mechanically is prepared manually in a register. As it is compiled manually, more information is embodied therein for convenience.

2-In Rifle Factory,
Ishapore, where a similar system is followed in respect of certain items of manufacture (in RFI 41
series is being used) the components are manufactured under the same series under which the end products are manufactured i.e. 90, 70 etc. instead
of on 40 series. Further each Red Demand Note/ Red Return Note is not priced and instead, the total quantity is abstracted manually from Red Demand/Red Return Notes against each assem​bly work order and priced.

In case of this factory, as the components are manufactured against the series under which end products are manufactured the necessity for credi​ting the total value of components in the lump sum to any omnibus work order to avoid inflation in a accounts does not
arise.

(Specimen form used by the factories is at the end of this chapter).

653. 
There is another system which is known as `Priced Production Ledger', system under this system material and components manufactured in the factory for further utilisation in production of that factory will not be transferred to stock but will be retained under production charge on priced production ledger. Work order serial 41 will be operated for manufacture of such components and components stock voucher will be prepared for pos​ting in priced production ledger. These compo​nents will be drawn for utilisation on concerned out-turn orders on Demand Notes with distinctive colour and code Number so as to differenciate them from ordinary Demand Notes. Return Notes, where necessary will also be prepared separately. Demand/Return Notes will be accounted for by Accounts Office separately and Accounts Office will afford credit in accounts with identical value of such Demand Notes less Return Notes under 41 series in order to avoid inflation in accounts. Priced Pro​duction ledger will be maintained on Store Ledger sheets by Accounts Office. Bin Cards and Tally Cards will be maintained as usual by the factory. Materials and components held under Priced Pro​duction Ledger are subject to usual stock verifica​tion. Adjustments on account of surplus or defi​ciencies found in stock-taking will be made against work orders;:-

02/00126 and 02/00024/00 respectively of the Syllabus of Work Order Part I

654. 
There are certain factories like Rifle Fac​tory, Ishapore and Ammunition Factory, Kirkee where both the Excepts System' and 'Priced Produc​tion Ledger' system are in vogue.

Visit to Shops by Accounts Officer

655.
As a local Financial Adviser to the General Manager and cost-cum-management Accountant of the Factory, Accounts Officer is expected to have some first hand knowledge of the performance in the important production shops/sections for an on the spot study there. With this aim in view, the Accounts Officer should frequently visit the Pro​duction shops/sections where more important items of production are manufactured to make himself familiar with the process of manufacture machine utilisation, bottle, necks in production, if any, etc. While attention should be focused mainly on the important/sensive items of production, it is also desirable that Accounts Officer should visit other shops as well to get himself acquainted with the actual performance of production effort of the factory as a whole.

656. 
Such visits to the shops are all the more necessary for the following reasons:-

(a) Accounts Officers are frequently required to comment on the comparative cost of manufac​ture between one factory and another and between Factories cost and Trade price. This can be done only when Accounts Officer understands the technique of Manufacture, the difference in pra​ctice between the Trade and Ordnance Factories and critically examine the process of manufacture and discuss the matter with the management.

(b) Veracity of the estimates can also be examined by an on-the-spot study of the actual utilisation of labour/material.

(c) It will be possible for the Accounts Officer to ascertain the accumulations of work-in progress and the reasons therefore. He can render suit​ able advice for speedy completion of warrants and early liquidation of the work in progress. Accounts Officer can also examine on the spot why certain warrants are outstanding in the semi stage and if it is due to shortage of materials/ components, reasons therefore may be investi​gated to see whether timely provisioning action was taken and if necessary he may take up the matter in advance with the AO of the Feeder Factory in case the warrants are outstanding for non-supply of components from there. Besides making routine correspondence with the manage​ment for clearance of the outstanding warrants/ work-in-progress, Accounts officer should also scrutinise on the spot the exact difficulties experi​enced by the shops in completing the warrants, discuss matter with the shop foreman and other supervisory staff and where necessary, render suitable advice to short close the warrants etc.

(d) Irregular flow of documents and belated docu​mentation are some of the inherent problems in the factory. Accounts Officers can improve the position by his frequent visit to the shop by per​suading the management at the shop level to prepare the document in time and send them in an even flow.

(e) The budget of variable overhead charges is fra​med for each shop by the shop budget committee and finalised by the Central Budget Committee. The success of the budgetting depends on how realistically the programme of production and variable charges are assessed. Accounts Officers visit to the shop will help him to know the trend of production and with reference to that he can scrutinise how far the programme of production assessed for a quarter in respect of a particular shop is realistic and can be achieved with available facilities.

657. 
The above reasons are not comprehensive but are highly indicative of the need for frequent visit to the shop by Accounts Officer. Personal contact with Managers and Foreman of shops cannot be entirely replaced by reports and returns. Cost control involves people, Planning, Co-ordination, motivation and communication, which can be im​proved by maintaining personal contact. Further more, the cost control should be exercised at the point at which costs are incurred.
Frequent visits to the shop will help Accounts Officers to know as to how far such controls are affected by the mana​gement. The effectiveness of the Accounts Organi​sation depends on how far the Accounts Officers are effective as the field representative, of the C C of -A (Fys).

658. 
It should, however, be ensured that Accounts Officer visit to the shop does not in anyway hamper the production activities there. Accounts Officer should conduct the study tactfully in the shops in close liaison and co-operation of the factory staff, impressing on them that the visit is to gather knowledge, for better appreciation of their difficulties and for suitable advice and not for raising any objection.

659. 
These visit should
also help Accounts Officer to appreciate the financial `implication as and when there is any change in process or variation in the quantum of production. While Accounts ' Officers may not raise any objection/observation based purely on the facts/information gathered or the conclusion drawn by such visits to shops, be should however invariably examine as to what extent the details; available in the document received from the Factory Management for the particular shop are in conformity with such facts/information etc. gathered during the visit to the shop. If the information gathered by the Accounts Officer is at variance with the facts revealed in, the documents available with him he should try to arrive at the correct factual position by calling for details or clarification from the management. What is re​quired to be borne in mind is that the facts he gather and conclusion he draws by his visits to the shop should be verified as correct before he takes any further action including discussion in the monthly liaisons meeting with the General Manager. The items discussed will include progress of production against targets, inventory levels, undue accumula​tions of semi, progress of expenditure against budgeted, heavy rejections, high incidence of N.R.Rs/N.R.Ms, cases of uninstalled machinery, internal administrative difficulties of Accounts Office etc. Such meetings will help the Accounts Officer in quickly ascer training the views of the General Manager on important issues.

Cost Analysis and Cost Presentation

660.
Many items of production in the factories are of the assembly type where the finished store consists of a number of components. The cost of such components is included under- the element 'Material' in the compiled cost for the final completed ore.
Accordingly if the cost of the finished stores reported analytically from cost cards under elements of labour, material and overheads, the record element of Labour and Overheads will represent as incurred for the finishing and assembly opera​tions only.

661. 
Accordingly, where the component required the final store are manufactured in own Factory order to reveal the true elements of Labour, Material and Overheads expenditure incurred in the production of the items, the cost of such compo​nents is appearing as Material in the final store should analysed under the respective elements of cost that-the cost of the final store as reported, can reflective element-wise analysis for the components well. The following points are to be noted in this connection: ​-

(i) This analysis will be confined to Principal ms of production.

(ii) Only the principal factory-manufactured component will be analysed for the purpose of pre​sentation of the final cost of the assembled product.

(iii) A list of principal items for which the analy​sis is to be carried out is intimated by OFB and the principal components requiring analysis will be noted against each item of the list with reference to the standard estimates.

(iv) The analysis will be incorporated in the reported cost for the final items in the half yearly statement of rates as well as the annual statement of principal items of production.

(v) The element wise analysis for components should be based on average actual cost for the com​ponent for the half-year or year as the case may be. Where this is not possible in respect of any parti​cular component, standard estimates may be used as the basis for split up of component cost. The splitting up of the
components into the different elements of cost should be in proportion to the same element in the actual cost or estimated cost as the case may be.

(vi) While reporting the cost for the finished items, suitable annotation should be given in the remarks column indicating the components as well as -the basis of split up. 

Manufacture of Components--Planning and control of 

662. There should be proper planning and effec​tive control over production/procurement of various components required for final assembly of products. In assembly line manufacture, final assembly of a product would remain incomplete due to no availability of even one or more of the components. This entails undue delay in completion of the warrant and in some cares loss to the state. Absence of proper planning and un-coordinated production also leads to heavy accumulation of components in some cases. The programme of production of components in the own factory or procurement of the components from sister factories against I.F.Ds should be so planned as to have a built up stock of components for three months requirement at least to ensure continuity of production and to avoid any hold up in the final assembly stage. For this purpose it is necessary for the management (Planning and Progress Section) to make out a pro​gramme for the manufacture/procurement of the component based on their requirement with reference to the orders for the main stores on hand and take action for placing warrants in their own factory or IFD on the feeder factories well in advance to ensure regular flow of the components.
It would also be necessary to conduct concurrent review of the progress of production of the parent warrant vis-à-vis progress of the production/procurement, of compo​nents relating to it, at least for the main item of production. It would also be required to be seen whether there is accumulation of some components (due to increased/unmatched rate of production .on the one hand and shortage of certain other components on the other, hand-creating bottlenecks in the final assembly.

Study of production trends in Ordnance Factories 

663. 
Factory Accounts Officers should maintain close watch so that cases of sizeable shortfall in production as well as considerable accumulation of factory manufactured store, /components can be detected in time; the reasons for shortfall/accumu​lations pin-pointed, the extent of extra expenditure including expenditure in foreign exchange from alternative sources determined.
The consequen​ces of shortfalls/accumulations like failure to main​tain schedules of delivery, idle labour, idle machines, under absorption of overhead expenditure can also be highlighted through this process. The exercise need be confined to only important and costly items of end products and crucial components/sub-assem​blies/IFDs etc. The exercise will require systematic maintenance of certain records and rendering of certain reports as indicated below.

664.
In order to facilitate the exercise. A.O. should keep themselves fully informed of the pro​duction programme of the end stores/important components and also equip themselves with list of critical components/sub assemblies required for the main product showing details as to the number required for each unit of the main product and the source of regular/alternative supply.

PROFORMA FOR OUTGOING IFD REGISTER

Name of the cost product for which the stores have been ordered................ Components Work Order Number of the end product.

______________________________________________________________

S1.   No. &   Name of   Nomen-   Ordered    Scheduled    Actual deliveries
     Remarks

No.  date of  Fy. on
  clature of  Unit/
date(s) of

        IFD      which
  the Store   /Quantity
 delivery


                     placed
  Compo-
                                 Qty.    Date   Rt.

                                      nents
                         Qty.   Date
                   Vr. 










       No.

________________________________________________________________________

     (This Col. May be used to note reasons for delay in deli​very, details of suspension, short closure/cancellation. In cases where procurement has to be made from other sources the details of such sources in​dicating indigenous or foreign as also the extra expendi​ture involved including extra ex​penditure in foreign exchange should also be indicated in the column.

________________________________________________________________________

Shortfalls

665. Shortfalls in production as exhibited in the output report or as ascertained from any other source should be examined critically and the causes and consequences should be ascertained. The causes may be broadly categorised as​-

(i) non (supply/short supply of critical components in matching quantities either from own factory production or from other factories own which IFDs have been placed.

(ii) shortage of raw materials/tools in cases of own factory products.

(iii) shortage of trained/qualified labour. 

Proforma for Outgoing IFD Register

666.
The main causes as above should be further analysed to see how far they were unavoidable and whether all possible steps were taken to prevent them. For example, cases of non supply/short supply of IFDs components can further be examined top see whether the correct delivery schedules were indicated in the relevant IFD or not, whether timely action was taken by management to obtain supply from alternative sources etc. Cases where procurement from alternative sources entails additional expenditure in home currency or expenditure in foreign currency such instances will have to be highlighted. Shortage of tools can be further analysed to find out whether lopsided planning for production of tools was the primary cause. Shortage of labour may be further analysed to see whether it was due to the required type of labour having not been recruited and trained in time or whether, it available, they were diverted to the production of other items.
If later is the case, whether such diversion is justified on ground of high priority could also be looked into.

667. 
When the source of supply is
to another factory, the AO of the factory responsible for issuing the main product will not only watch receipts of components through the outgoing IFD Register mentioned in
para 665 but also liaise with the AO of the
other factory, who in his turn will watch the flow of issue of components from his factory through the IFD Register (in coming). 

Inspection Notes and Production Card

668. 
As and when the manufacture of articles is completed, they will be inspected by the Inspection Section or the Work Inspection Section as the case may be. The detail of articles inspected, quantity accepted and quantity rejected are shown in the Inspection Note or Departmental Advice Note      (IA FO-1937), In the Ammunition Factory, Kirkee and leather Factories this is called an `O' voucher. This is used for all articles (including components) manu​factured in a factory. One copy of the Inspection Note will be sent to the Accounts Office from which the quantity accepted is posted on the Receipt side and quantities rejected, if any, will also be posted under the column "Rejection" of the
production Ledger Card [IAF (Fac) 39]. One production card should be opened for each item/warrant simul​taneously with, the opening of the cost card, and columns of the cards filled in strictly in accordance with the heading provided in the cost cards.
Extract numbers should be entered in the production card as soon as the relevant extract is received and any addition or alterations to the extract should also be noted therein. Issues are posted from the Produc​tion Issue; Voucher. The pricing of Issue vouchers is done at the actual Cost of production as shown in the cost cards.
In cases where the
completed cost cards ate not available in time, the vouchers will be priced provisionally at estimated rates and modified to the extent necessary with reference to any change brought to
light.
The vouchers in respect of timber, leather and other items of manufacture for stock the production cost of which cannot be ascer​tained till the end of the year will be priced at pre​-determined standard production rates.
These rates will be fixed in consultation with the General Manager of the factory in the beginning of the year taking into account the post actuals, anticipated fluctua​tions during the year, estimated fixed and variable overhead charges, and keeping in view of any change in the method of manufacture and appreciable and definite changes in price levels of labour or raw materials used. The difference between the stan​dard and actual production cost will be included it, the "Profit' or loss' in the Annual Accounts. 

669. The issue vouchers will be priced at the prescribed rates as indicated in the next para and the values are also posted in the production cards. At the end of the year the production cards should be balanced and any balance not issued during the year will be checked with a statement of `finished but un-issued stores' received from the factory, as on) 1st March of each year. Accumulation of end products should be examined with reference to Production Ledger
Cards. The prospects of utilization of accumulated components in future pro​duction or their disposal otherwise, should be en​quired into the views of the management obtained. If there is hold up in production by way of suspen​sion, cancellation/short closure of extracts, it should be looked into and reasons brought out clearly.

In respect of accumulation of finished products the causes indicated in the factory's output report should be checked with reference to whatever records are available in Accounts Office. If accumulation represents production in previous year, views of the management regarding prospects of clearing them and/or the possibility of loss on account of deterio​ration should be obtained and indicated.

Note 1-In some factories, the receipt on the production cards are posted from vouchers prepared monthly by the factory on IAFZ-2096 from Inspection Notes etc. The quantities shown on the vouchers are checked with the quantities as paid for in the Corresponding manufacture warrants by the labour/Costing Section before they are posted in the produc​tion card.

Note 2-In the case of Clothing Factory, Shah​jahanpur, Ordnance Parachute Factory, Kanpur and Clothing Factory, Avadi, the production cards will be posted from the details shown in the summary of Inspection Notes and `Statements showing Garments finally passed in inspection' respectively after these documents are duly checked with relevant Inspection Notes i.e. a summary of total number of Garments paid for under each work order on all benches will be made out from the Preliminary Labour Abstract made out specially for these factories. These will be checked with those shown in relevant Inspection Notes.

Pricing of Issues from Production

670. Production vouchers for stores issued will be sent by the factory to the Accounts Officer for pricing which should be done as follows: ​

1. Issues to Army

Issue vouchers will be priced with reference to Ordnance Factory Board Firm Price List and straightway debited to relevant Service Head. Para 455 (A) also may be referred to.

2. Issues to other factories

(a) These should be priced .at actual cost of Pro​duction as shown in the cost cards. When actual costs were not available, issue vouchers should be priced at estimated rates.

(b) It was decided to discontinue the system of Inter Factory Adjustment of costs in respect of issues from production of one Ordnance/Ordnance Equipment/Factory to another from 1-4-78. The difference between the actual costs of inter​-factory issues and the corresponding estimated cost as advised to the consignee factory should be retained in the books of the consignor factory. The difference plus or minus as the case may be at the consignors end should be aggregated through a Variance Account maintained by the consignors factory for the year and for the factory as a whole. At the end of the financial year, the balance remaining in the Variance Account should be exhibited as a net figure in the Finished Stock Account of the Consignor Factory as debit item 4B or credit items 7B of the Finished Stock Account.

(c) In view of the radical nature of the change and corresponding increase in the responsibility for correct pricing of issue vouchers from feeder Factories it is necessary that: ​

(i)
 Standard Estimates are re-priced at regular intervals.

(ii)
GMs are to notify promptly all revisions to estimates.​

(iii)
The pricing o£ inter-Factory production vouchers valued at 

Rs.5lakhs and above should be signed by the Accounts Officer,

who will ensure that estimate adopt
are prima facie correct and up-dated. 

Note-
The cost cards for the above orders should show the full cost inclusive of full fixed charges, as in the case of other out turn orders, irres​pective of the rate at which recovery may have to be made. The difference between the actual cost with full fixed charges and the amount recovered will be exhibited as profit or loss, as the case maybe, in the `Finished Stock Account'. But the irrecoverable amount of the recover​able cost and not the actual cost with full-fixed charges will be treated as cash loss to be written off by the CFA.

(d) The variance is collected through a Register showing difference on account of Inter-Factory issue value and actual cost given below.

Object: To record difference between the actual costs of Inter-Factory issues and the correspon​ding estimated cost as advised to the consignee factory. The register is maintained in the follow​ing proforma: ​

Description of the article and catalogue/number 

______________________________________________________________

Warrant

Total value of `P' 


Actual
Difference

No. and 

issue vouchers


cost

Date


charged at 

Estima​ted rate, during the

year against the warrant

______________________________________________________________

(1)



 (2)



(3) 


(4) 

______________________________________________________________

Total.............

Net Difference........

The Register will be submitted to the Accounts Officer by the I0th of each month for review.

The procedure for scheduling of the priced copies of vouchers and transmission of the monthly ID. lists is the same as that for `Issue from stock of factory' as outlined at Para 455(D) of Chapter VI on `Materials Accounting'.

3. Issue to own Factory Stock

The issue, are valued at actual cost of production as shown in the cost cards. In cases where the comp​leted costs are not available in time, the vouchers will be provisionally priced at estimated rates noted in the cost cards and adjusted
subsequently with s reference to actual cost.

4. Issues to Capital

Issues to Capital will be priced at actual cost of production. The issue vouchers for capital services will be allotted capital series Numbers (B or M). It should be seen that the register number allotted to the assets are quoted by the factories on these vouchers.

5.
(A) Issues to Indian Navy, Indian Air Force and other Defence Department (excluding M.E.S:) 

Issue vouchers will be priced with reference to actual cost of production and straightway debited to relevant service Heads like issues to Army.

 
(B) Issues to Military Engineering Services Issue Vouchers will be priced with reference to actual cost of production for Accounting of trans​action, Note below Para 455(A) to be referred.

Note-
When, however, materials are supplied by the Indentors, the assessment of the charges will be as above together with 2% on the value of Material supplied by the Indentors.

(C) Work done by factories for their own schools or hostels for apprentices, all staff club and recognised welfare measures (such as canteens, etc.) in their corporate capacity and private work done for individual members of the permanent staff of the factories and allied establishments will be valued on the following basis-​

(a) Direct Labour Plus
(b) Direct materials plus (c) Variable indirect charges of the various sections through which the work would pass (calcu​lated at the latest estimated percentage) and plus (d) 5 per cent of the sum of (a), (b) and (c).

When, however, materials are supplied by the customers the assessment of the charge will be as above together with 2 percent of the value of materials supplied by customers.

(D) Work done for Government servant other than individual members of the permanent staff of the factories and allied establishments and also in exceptional cases for private individuals and firms: ​

Charges will be recovered at actual manufacturing cost, packing and freight charges actually incurred being levied in addition. When, however, materials are supplied by customer, the assessment of the charges will be as above together with 2 per cent on the value of materials supplied by customers.

(E) Payment Orders from other
Government Departments both Central and State, Semi-Govern​ment and Public bodies such as Municipalities, Local Boards, Educational Institutions etc.-These are priced at quotation rates fixed by the GM/OFB/ Ministry of Defence as per Government orders on the subject.

Note 1- A Register of quotations in respect of payment issues will be maintained in the Accounts Office.

Note 2- A Register of payment services will be maintained in the Accounts Office to watch the recovery of stores issued on payment. 

Schedule of 'P' Vouchers

671. 
All production vouchers (`P' vouchers) will be posted in a schedule as they are received and priced. This schedule will contain all the 'P' Vouchers received in month serially and the amounts will be entered in separate columns which will be opened for the various classifications and also in the total columns. The monthly total will thus give the value of issues to various Factories, Inspectorates, R&D Establishment, MES, Own Factory stock and army etc. A summary of vouchers not received/not accounted for during the month will also be. given at the end of the posting after reconciling with the list of `P' Vouchers cancelled, treated as blank etc. furnished by the Factory Management by the 2nd working day of the following month. Prompt action to account for these vouchers should be taken. The schedule of `P' Voucher, maintained in form IAF (Fac-36) duly completed should be submitted to the Accounts Officer by the 15th of each month. The schedules of °P' Voucher is required to be maintained in the same way as the Schedule of `S' Vou​chers and the percentage checks prescribed on the same as for `S' Series Vouchers. List of unaccounted vouchers should be shown at the time of closing the schedule for any month.

Manufacturing Account Statement 'A'

672.(A) A statement of services known as Manufacturing Accounts Statement `A' showing the value issues under different heads is to be completed the 25th of the month following that to which it relates, for the purpose of posting in the Principal ledger. This account will be compiled in IAF (Fac)​ 116 from the original vouchers independently and agreed with the schedule of `P' Vouchers. As no vouchers are prepared in respect of the following work order, the expenditure incurred thereon should compiled from the respective cost cards:-

______________________________________________________________ 

Repairs 


Work Orders

______________________________________________________________

05/00001/00 

Minor repairs (costing Rs. 1500 and under)

05/00002/00 

Re-forming, re-sizing OF fired cases. 

05/00003/00 

Major conversions, re-packing, or breaking up of 

stores received from units and Arsenals (costing above Rs. 1500).

05/00004/00 
Minor conversions, re-packing or brea​king up of stores received from units and Arsenal (costing under Rs.1500).

5/00005/00 


Major Repairs (costing more than Rs. 1500).

5/00006/00 


Reforming, re-sizing clips O.F. Cartri​dges.

______________________________________________________________

Manufacturing Account Statement 'B'

672.(B) Another statement known as Manufacturing Accounts Statement-"B showing miscellaneous receipts such as recovery of license fees, sale of stores not held on stock charge etc. is to be prepared by the 25th of the month following that to which it elates for the purpose of posting in the Principal Ledger. This account is to be prepared with sup​porting schedules in IAF (Fac)-120.

The supporting schedule 1 to 4 is to be prepared as follows: ​

Schedule 1 [IAF (Fac)-120A]

(i) This statement
relates to cost of electricity, water, licence fees recoverable, recovered and outstanding. The outstanding at the beginning of the month should be brought forward from the sche​dule of the previous month. The amount recoverable during the month is to be posted from details of licence fee bills for the month. Amount recovered and adjusted is to be posted from details of recovery such as treasury receipts, pay bills etc. This amount is also to be reconciled with the figures appearing in Cash Compilation. The difference between the total amount recoverable and the amount recovered and adjusted will represent the balance outstanding at the end of the month.

Schedule 2 [IAF (Fac)-120B]

(ii) This statement relates to free issue of Electri​city, water and licence fee. Figures of Electricity and water are to be collected from details of statement of Electricity and water consumed as furnished by the General Manager and details of licence fee from the Rent Assessment Ledger.

Schedule 3 and 4 [IAF (Fac)-126]

(iii) This statement relates to sale of stores not borne on stock charge/miscellaneous receipts. This statement is to be prepared from the relevant details of recovery with reference to treasury receipts, pay bills etc. This type of miscellaneous receipt will occur from sale proceeds of grass, cost of staff pass and brass tickets etc. The amount so compiled is to be reconciled with the amount appearing on this account in the Cash Compilation.

At the end of the year, the monthly account is to be consolidated in order to reconcile the total of the ledger posting with the figures of the consoli​dated account.

Packing of Ordnance Depot Stores

673. Packing receipt and issue. To cover packing charges for articles issue to formations under the control of.

______________________________________________________________

06/00007/00 
D.O.S. 

06/00008,/00 
D of A 

06/00009/00 
Cartridges S.A. Ball 303" MK-VII Charger packed

06/00010/00 
Bundle packed


06/00011/00 
Cartridge S.A. Ball 303" MK-VII in cartons

06/00012/00 
Cartridge S.A. Ball 303" MK-VII stripless

______________________________________________________________

674. Cancellation of Army Orders

06/00025/00 
Expenditure in factories on Army demand subsequently cancelled (Expen​diture on cancelled orders placed by D.O.S. less any credit in respect of materials utilised for other orders or ' returned to stock) should be transferred to this order. For G.C Factory, Jabalpur only. The value of compo​nents rendered surplus during manu​facture should also be booked to this order and adjusted in the Factory's 'manufacturing Account as service for the D.O.S. (Maintenance).

675. BLANK 

676. BLANK 

677. BLANK 

678. BLANK

Abnormal Rejections in Manufacture

679. (i) For the purpose of ensuring effective  cost
control and
cost comparison,
the cost of any abnormal rejection in manufacture is treated as an item not chargeable to the normal cost
 production of an article and is, therefore, shown as a separate item in the Production Account.

(ii) Except for petty or adhoc orders which are undertaken on SWODs and for which no standard estimates are prepared, nor inherent in the manufacture of an article should always be included in the estimate for the manufacture and all rejections beyond the percentage provided for in the estimate should be regarded as avoidable and written off on loss statement after necessary investi​gation. There will be two rejection percentages one showing the normal rejection and the other, the maximum beyond which the rejections should be treated as abnormal. For the powers delegated to GM's and the OFB/DGOF for regularisation of all such losses refer para 680(A) & (B).

(iii) The regularisation of abnormal rejection beyond maximum ceiling by loss statement should be related to a period, which covers a reasonable volume of production. The period should normally be 3 months for short cycle products and 6 months for long cycled ones.

(iv) The cost of rejection up to the maximum percentage as authorised in the standard estimate will be included in the cost of Production and that beyond the maximum percentage provided in the estimates shall be excluded from production account and regularized as loss cases of avoidable rejections have been broadly categorized into three types as follows: -​

(a) Where an item involved manufacture of various components and assembly and the estimates provide different percentage of allowance for rejection for different components and one manufacture warrant is issued to cover complete production of batch, avoidable losses should be determined component wise, and the total amount for the warrant regularized on one loss statement.

(b) Production consists of Casting or forging and r machining thereof and the estimates provide for rejection allowance at casting/forging stage and the machining stage. In cases where inde​pendent warrants for casting/forging and machining are being issued, the losses will be dealt with independently without linking the warrants viz. casting/forging losses will be separate and the machining losses will be sepa​rate and will be regularized if they exceed the allowable percentage in such cases. In case only one warrant is issued, the case for loss will
arise

only if the overall rejection exceeds the allowance percentages for the quantity processed in a batch e.g. if the overall allowable rejection percentage is 16 at casting stage and 12 at machining stage, there will be a case for regularisation only if the rejection exceeds 28% of the quantity processed in a batch.

(c) Production of a component is planned stage wise, there being a separate warrant for each stage. In such cases not only the various warrants for a particular stage but all stages for a particular component shall be combined for practical convenience. Where production is in big quantities, 6 months may be considered as period for group​ing and reckoning the loss, but if the production is small, loss shall be determined for the year as a whole. The Ordnance Factory Board will decide the period of grouping.

(d) There will generally be a number of warrants, at the end of each financial year, where
only a part of the quantity ordered on the warrant is completed. For the purpose of production accounts, the cost of completed quantity of each such warrant will be worked out by including the cost of actual rejections up to the quantity at the maximum prescribed percentage of unavoid​able rejections, if any, merged with the work in progress (un-finished semi) and carried over to the next year. On such part completed warrants, regularisation action, if any, will be progressed separately.

(e) A review of the cases where actual rejections have been found to be lower than that provided for in the estimates should be carried out from time to time to re-fix the minimum percentage on a realistic basis, and as with improvement in production technique rejection become lower, provision in the estimates for rejection should be suitably reduced where warranted.

(f) For purposes of regularisation of losses on adhoc orders for which no estimate exist, the normal rule as provided for in F.R Part –I will be followed. If the loss is categorised as unavoidable, the certificate of unavoidability of rejection loss in manufacture under Rule 169 FR Part I will however be issued by O.F.B. 

(g) All avoidable resection losses requiring regulari​sation will be categorized as store losses./The consolidated figure of such losses formally written off should be reflected in the Appro​priation Account for the year.

(h) Each case of loss due
to rejection beyond un​avoidable rejection percentage will be examined on its merit and categorised as due to theft, fraud or neglect or not due to theft, fraud or neglect in accordance with the procedure laid down in Rule 162 FR Part 1.

(i) The delegation of powers for regularisation of abnormal losses as prescribed vide part (ii) above should be viewed as supplementary to the financial powers of various authorities, as prescribed in Rule 162 FR Pt-I and wherever the value of the avoidable loss to be written off by such competent authority irrespective of the actual percentage of rejections.

680. 
Cases of avoidable resections need not necessarily be categorised as due to theft, fraud or neglect'. Each case will have to be examined on its merit and categorized as due to thefts fraud or neglect or not due to theft, fraud or neglect. In accordance with the procedure laid down in Para 161 FR Part 1. Once
the categorization is made in the normal manner, rejection losses may be written off by the competent financial authority as indicated below: ​

A. Rejection losses not due to theft, fraud or neglect

(i) General Manager upto Rs.10, 000 irrespective of the percentage of rejection

Or

up to 50% of the unavoidable percentage of rejection irrespective of the amount involved. 

(ii)  OFB up to Rs. 50,000 irrespective of the percentage of rejection.

Or

Up to an additional 100% of the unavoidable percentage of rejection irrespective of the amount involved.

All other cases will require the sanction of the Govt. of India.

B. Rejection Losses due to theft, fraud or neglect 

(i)
 General Manager

Rs. 5,000

(ii)
 OFB



Rs. 30,000

All other cases will require the
sanction of the Govt. of India.

Note-
While the GMs/OFB will be competent to regularise all avoidable rejections within the percentage limits fixed irrespective of the mone​tary value, in cases where the percentage exceed these limits but the amount of loss remains within the financial powers of the GM/OFB for write off of store losses under Rule 161 FR Pt-I, the same will be written off by the authority under whose competency the amount falls.

Process Cost Statements

681. Broad details of the principles involved in "Process Costing" have been outlined at Para 92 of Chapter IV.

"Process Costing" is followed in the three Chemical Factories viz. Cordite Factory, Aruvankadu, High Explosives Factory, Kirkee and Ordnance Factory, Bhandara.

Process Cost Accounting-Cordite Factory, Aruvankadu

682. The Cordite Factory, Arunankadu is en​gaged in the manufacture of various types of pro​pellants needed for use in Ammunition required by the Army, Navy and Air Force. The end pro​ducts so far as this factory is concerned are: ​

(a)
Various types of Cordite with varieties of Physical parameters and Chemical Composition.

(b)
Rocket propellants and charges such as Arrow Charges, Mechanite charges etc.

(c)
Various types of cellulose varnishes etc.

683. 
To obtain these products acids, acetone, gun cotton, nitroglycerine etc. are required to be used with other chemicals and processes. The main acids required are Nitric Acid and Sulphuric Acid. These
are mixed in different proportions and con​centrations for different purposes. After absorption by other chemicals, the surplus acid is recovered and termed `Waste Acid'. They are again separated and concentrated for re-use. Similarly, Acetone, which is used as a solvent, is again recovered when the product is direct and collected for re-use. It will be seen that acid and acetone will be in circu​lation in the plants and pipelines continuously. Fresh manufacture of acids and acetone is done to make up absorption in production, wastages in circulation consistent with the requirements of pro​duction. These acids and acetones are produced under process work orders.

684. In addition to the above items, Gun Cotton, Nitroglycerine, various types of paste required for final extrusion are also prepared on process work orders though no question of recovery is involved.

Manufacture

685. 
The main manufacturing process is indi​cated below in brief: ​

(i) Nitric Acid- Produced in Bamag Nitric Acid Plant by Catalytic Oxidation of Ammonia with Air and Oxide of Nitrogen are to be absorbed in water to form Nitric Acid.

(ii) Sulphuric Acid- Sulphur is burnt to dioxide by oxidation (over catalysts) and mixed with Sul​phuric Acid.

(iii) Nitro-Glycerine-Produced in the NAS/NG Plant by continuous Nitration of Glycerine to Nitro​Glycerined with Mixed Acid.

(iv) Acetone- Manufactured from rectified Spirit in Acetone plant, Chemical reaction is aided by Zinc Oxide Catalyst.

(v) Mixing Acids- Distillation of weak Nitric Acid and concentration of Sulphuric Acid are only operationally processed as required in the manu​facture of various items of production.

686. 
The Process Section and process work orders operated in Cordite Factory. Aruvankadu are shown below: -

Acid Section

______________________________________________________________

Process Product







Work Order

______________________________________________________________

Acid Nitric








03/00014/00

Acid Sulphuric







03/00015/00

Distillation of weak Nitric Acid




          03/00017/00

Concentration of Sulphuric Acid 95%




03/00018/00 Mixing Acids







03/00020/00 Manufacture of Sulphuric Acids

98% by contact Process






03/00265/00 Manufacture of oleum by contact

process








03/00266/00

______________________________________________________________

Process Work Order




     Description 

_____________________________________________________________

03/00270/00


Distillation of weak Nitric Acid   

                                                                        manufacture cycle 92%

03/00312/00





Concentration of Sulphuric Acid 

                                                                        95% strength (expressed as 

                                                                        100%) at the low rate production 

                                                                        of 40 Tons and below per day.

Gun Cotton Section

(i) 03/00016/00
Cleaned Cotton Waste for manu​facture of Gun Cotton.

(ii) 03/00259/00
Gun Cotton Service Wet Pulp.

(iii) 03/00281/00
Manufacture of type `A' N.C.

(iv) 03/00301/00
Manufacture of Nitro-Cellulose Viscosity 2-2.5. CS.

(v) 03/003251/00
Manufacture of N.C. Type 'A' for S.U.K. Cordite.

(vi) 03/00330/00
Cleaning and Bleaching of raw cotton waste for the  

                               manufac​ture 1/2 Sec. N.C

(vii) 03/00357/00
Manufacture of Gun Cotton Wet Pulp with EAS.

Nitroglycerine Section

(i) 03/00044/00 

Cordite Paste

(ii) 03/00046/00
Conversion of one type of Cor​dite paste to another and con​version of NC/GC from one type of paste to another type of paste.

(iii) 03/00047/00

Drying Gun Cotton Wet Pulp.

(iv) 03/00152/00

W.M. Paste

(v) 03/00241/00

Manufacture of Cordite A.N. Paste

(vi) 03/00254/00

Cordite CDT Paste

(vii) 03/00282/00

Dried Type `A' N.C.

(viii) 03/00283/00

Paste picrite Cordite

(ix) 03/00297/00

Manufacture of Paste N.Q.

(x) 03/00299/00

Manufacture of paste for propellant SPA- I
and 

                                         SPA III

(xi) 03/00300/00

Manufacture of paste SPA II

(xii) 03/00302/00

Drying of nitro-cellulose Visco​sity 22.5-CS

(xiii) 03,00305/00

Manufacture of paste `N'

(xiv) 03/00306/00

Manufacture of paste N.Q.A. 

(xv) 03,/00341/00

Manufacture of paste for pro​pellant 81M M 

                                         Primary/Secon​dary/120 MM Secondary.

(xvi) 03,00345/00

Manufacture of paste for Pro​pellant M-7.

(xvii) 03/00360/00

Manufacture of Nitroglycerine by continuous 

                                         Process. 

Acetone Section

(i) 03/00157/00

Acetone from Spirit Rectified.

(ii) 03/00278/00

Drying of Cordite and recovery of Acetone.

SUK Section

(i) 03/00326/00

Manufacture of N.C. Paste for S.U.K. Cordite.

(ii) 03/00331/00

Manufacture of paste for arrow propellant.

(iii) 03/00332/00

Manufacture of paste for Mech​anite 5A for EES.

(iv) 03/00333/00

Manufacture of Sea Hawk paste for propellant 

                                        CSC/K.

687. The main basis for collection of costs of various processes are as under :​

(i) Labour

The time spent by labour is indicated by the Factory Management through the normal Labour documents. The value is booked through Labour Abstract.

(ii) Materials

Raw Materials required are demanded on demand notes in the normal
course.

At the end of each month, if any unused store is remaining in the shop, a return note is prepared in the same month. Simultaneously a demand note in the following month is prepared. Thus quantity origi​nally demanded less returns will be the quantity utilised in production. To enable the Accounts Officer to determine the total value of stores required for the process in question, Sectional Raw Materials Statements are furnished by the Management every month. This will agree with the materials drawn on `Demand Notes' less those returned on `Return Notes'. These are valued on the basis of monthly average ledger rate. Stores already partially or fully manufactured against other process Work Orders may also be required. Such stores are termed depart​mental material. The cost of Departmental Material is determined with reference to the production and Issue Statement.

(iii) Variable Overhead Charges

Variable overhead charges in each process sec​tion are divided into allocated overheads and un​allocated overhead. Repairs and other charges such as power, steam, air, water etc, that can be directly allocated to a particular process are called `Allocated overheads' and can be distinguished by the particular Code Number allocated to the various process and shown in the first two digits of the Main work order code i.e. the third and fourth peace in the Work Order.
Other indirect charges incurred by the Section itself or by other service sections as well as other overhead charges that cannot directly be allocated are collected separately and then dis​tributed to the process concerned in pro portion to direct labour (Man Hour) basis.

(iv) Fixed Overhead Charges

These are calculated on the quantity produced at pre-determined estimated leviable fixed charges. 

688. 
The expenditure incurred in a particular process will consist of (i) Direct Labour, (ii) Raw Material, (iii) Departmental Material, (iv) Allocated overheads. (v) Unallocated overheads and (vi) Fixed charges.

689. 
A monthly `Production and Issue Statement' is furnished by the Management. This Statement indicates on the receipt side the `Opening Balance' (closing balance of the previous month) and the `Quantity produced during the month' on the issue side, `the quantities issued to other process work orders' or direct production work orders' and the `closing balance' are shown.

Costing

690. The cost of production of the processes of manufacture etc. is arrived at with the aid of the following three statements: ​-

Statement I


Statement in respect of raw materials.

Statement II


Statement in respect of allocated overheads.

Statement III

Statement of Cost of Production 

Statement I

Raw Material Statement

______________________________________________________________

Month 

Dated 


Section

______________________________________________________________

Work

 Nomenclature 
Demand 

Rate 

Value 

Order

of materials

Return

Rs.

Rs.

Wt. No.



Note

______________________________________________________________

03/........ _
. ,.. . . . . . . . . . . 
   l  Material Code
No. 

Description of Material

Opening; Stock on 

Demand

Used 

Returned

    The quantity of materials drawn returned to stock; materials remaining unused in the Section as given in the Sectional raw materials statement (with value etc.), materials transferred to and from other Work Orders as per transfer voucher abstract/ allocation sheets etc. (with value) and value in res​pect of adjustments appearing in the material abstract.

As, soon as the material abstract, transfer voucher abstract/allocations are received; the relevant de​tails are collected there from and posted item-wise. Opening, balance, if any, will be carried forward from the previous month's accounts. Before the total quantity and value in respect of each item is struck, it will be necessary to check with sectional raw materials statements.

Statement II

Allocated variable overhead charges

    Items of expenditure appearing in Sectional variable charges statement which are charged direc​tly to the process work order as agreed to by the Factory Management, are posted against each work order as indicated below: ​

Statement of allocated variable Section Charges 

Particulars of charges  




Work Orders 

                               03/             /00         03/               /00                      Total 

Power Electric

Steam 

Compressed Air 

Refrigerated Water 

Depreciation 

TOTAL 

The total expenditure for each work order is arrived at and carried over to Statement III `State​ment of Cost of Production'.

Statement III- showing the cost of production and Issue Rates are made out quarterly. The expen​diture for each work order is taken from' Labour Abstracts, Materials (Statements I), Allocated over heads (Statement II) unallocated variable overheads charges are levied with reference to Labour Man Hours utilised in the process and incorporated in this statement. The quantity produced is posted from the relevant production and Issue Statement. The quantity and value of receipts of process compo​nents will also be entered as and when such process costs are completed. The total cost of production for each quarter is compiled from such monthly cost of production statements and unit’s costs arrived at. This will be compared with the unit cost of production for the previous quarter and the relevant standard estimate. The opening balance in the statement will be checked with the closing balance of the previous quarter and value thereof
copied. The weighted average rate taking into account the quantity and value of opening balance and the quantity and cost of production during the quarter is arrived at as under​ –

Opening Value + Cost of Production during the quarter:

____________________________________________________________

Opening Quantity +Quantity produced during the quarter

691. Thus process costs are worked out only once in a quarter. The pricing of production and Issue Statements both Receipts and Issues are how​ever done on a monthly basis to avoid delay in the closing of cost cards relating to out-turn warrants. Initial pricing is done on the basis of cost of pro​duction arrived at during the previous quarter and value transferred to relevant work order and warrants. Adjustments are carried out after arriving at the actual rate. For Inter-Factory issues, the difference in value is taken to `Variance Account'.

692.
The value of issues from 'Production and Issue Statements' is posted in the working sheets.


Credit to the extent of the total issues from each process work order is given under class of cost 23. The total of class of cost 22 for each is arrived at and agreed with the figure under class of cost 23. (Forms are given at the end of the Chapter).

Analysis of Rates

693.
After the close of the accounts for each quarter, the value of process materials received by each process section is analysed into basic elements of cost. These are then totalled and the cost of production is arrived at under the different elements of cost. The value of the opening balance is also similarly analysed. The issue rate is arrived at under different elements by adopting the formula at para 690 above. These values will be used in analysing the value of issues to all process Work Orders from the warrant.

High Explosives Factory, Kirkee

694.
In the High Explosives Factory, Kirkee, the main Items of production are T.N.T. (Trinitro-Tolune), CE (Composition Exploding), P.E.K.I.(Plastic Explosives Kirkee) and Initiators like Fulminate of Mercury, Lead Azide and Lead Styphnate. Except in the cases of initiators, the manufacture of other items is the result of various processes. The following are the various process Sections and process products:

_____________________________________________________________

Section

Work Order


Process

_____________________________________________________________

1.
Acid







03/00201/00
Manufacture of Weak Nitric Acid Normal 








54-56%





03/00202/00
Concentration of Nitric Acid in 








Ferrosilicon penciling Tower (T.N.T Cycle)




03/00204/00
Concentration of Sulphuric Acid (Nitric Acid 







Cycle)




03/00207/00
Deterrylation of CE Waste Acid (C.E. Cycle)




03/00208/00
Denitration of Detetrylated Acid




03/00210/00
Manufacture of sodium sulphate for T.N.T. 







Washing.




03/00248/00
Denitration of Nitrobenzene Waste Acid.




03/00265/00
Manufacture of S.A. 98% by Contact 







Process.




03/00266/00
Manufacture of oleum by contact process.

2.
T.N.T.





03/00211/00
Mixing of Acids for M.N.T. Manufacture.




03/00212/03
Manufacture of M.N.T.




03/00213/03
Manufacture of M.N.T.




03/00214/00
Washing and sulphiting of T.N.T.




03/00247/00
Acid Mixing for Nitro-benzene Mixed Acid

3.
C.E.






03/00218/00
Manufacture of Crude C.E.




03/00219/00
Purification of Crude C.E.




03/00233/00
Granulation - Crude C.E.




03/00234/00
Drying of C.E.




03/00236/00
Manufacture of C.E. dust for P.E.K.I.




03/00238/00
Manufacture of P.E. OH for P.E.K.I.




03/03251/00
Sieving of Dry Granulated C.E.

4.
Initiators




03/00226/00
Manufacture of Sulphuric Acid

5.
Work orders on which no expenditure is incurred. These Work Orders are for mere accounting of receipts and issues of waste Acids.

______________________________________________________________




Work Order



Process

______________________________________________________________




03/00230/00
Sulphuric Acid Drawn in bulk




03/00273/00
Receipt and Issues of M.N.T. Waste Acid




03/00274/00
Receipt and Issues of T.N.T. Waste Acid




03/00275/00
Receipt and issues of C.E. Waste Acid




03/00276/00
Receipt and issues of Detetrylated Acid




03/00277/00
Receipts and issues of Residual Sulphuric 







Acid

Ordnance Factory Bhandara

695.
Main items of production are: -

1.
Nitro Cellulose Powder


(a)
N.C.P. 1140 for 7.62 MM


(b)
N.C.P. 688 for 9 MM


(c)
N.C.P. 1066 for 40 MM


(d)
N.C.P. 1058 for 30 MM

2.
Picrite

3.
R.D.X Components


(a)
RDX/TNT 60:40 Type A&B


(b)
Torpex-5


(c)
RDX/WAX 88:12


(d)
RDX/WAX 95:5

4.
Bonocord


The following are the various process sections and process.

______________________________________________________________

Section
Work Order
Process

______________________________________________________________

Acid

03/00309/00
Concentration of Nitric Acid 99% (H.E. Cycle)



03/00310/00
Concentration of Nitric Acid 98% (Propellant P. 55 Cycle)



03/00310/00
Concentration of Sulphuric acid (expressed as 1000/0) 95% strength at high rate of production of above 40 tonnes per day



03/00312/00
Concentration of Sulphuric acid 95% (expressed as 1000/0) at low rate of production of above 40 Tonnes and below per day.



03/00364/00
Manufacture of weak Nitric Acid 69 to 73%.



03/00215/00
Manufacture of Weak Nitric Acid 58 to 60%.

N.C.

03/00319/00
Manufacture of Cotton linters cleaning.

Section
03/00320/00
Manufacture of Nitrocellulose (Mechanical).



03/00362/00
Manufacture of Clean Cotton linters from raw Cotton linters (Alkali treated and bleached).



03/00322/00
Manufacture of RDX.



03/00323/00
Manufacture of RDX/TNT 80/20).



03/00340/00
Manufacture of Crystallised RDX.


03/00353/00    Manufacture of Hexolite RDX/TNT (80/20)Type B



03/00358/00
Manufacture of injected RDX.



03/00361/00
Manufacture of War Special No.8

Picrite
03/00314/00
Manufacture of Pentacrythritol Tetranitrate.



03/00317/00
Manufacture of Decyanadiamide.



03/00363/00
Recrystallisation of P.F. dust.



03/00313/00
Manufacture of Hexamine.



03/00316/00
Manufacture of Calcium Cynamide.



03/00356/00
Manufacture of Crystallised Hexamined to RDX Specification.

Work Order for more accounting of receipts and issues.



03/00277/00
Receipt and issue of Residual sulphuric acid.



03/00347/00
Receipt and issue of Sulphuric Acid for N.C. Section.



03/00348/00
Receipt and issue of Nitric Acid from reclaimed acid from N.C. Section.

______________________________________________________________

Work Order
Description

______________________________________________________________

03/00349/00
Receipt and issue of sulphuric Acid 95% in N.C. Section.

03/00350/00
Receipt and issue of Nitric Acid 98% in N.C. Section.

03/00351/00
Receipt and issue of Nitric Acid 98% in RDX Section.

03/00352/00
Receipt and issue of Weak Nitric Acid recovered  in RDX Section.

03/00359/00
Issue of Calcium Cynamide for Dicyanadiamide Manufacture.

Points of interest

696.
(i)
The levy of un-allocated variable charges and fixed charges in based on Direct Labour at H.E.Fy. Kirkee and O.F. Bhandara.


(ii)
The variation under different classes of cost between the actual and estimated costs are analysed and Factory Management advised suitably for timely action. For this purpose, process Cost statements are forwarded to the G.M.


(iii)
Accounting of Platinum Gauges used as catalyst Agent in the Manufacture of Nitric Acid.


The platinum gauges will be drawn against the Work. Order 02/00081/00 (now 02/00019/00) on a demand note for utilisation on the out-turn order concerned. The cost thereof is charged to the outturn under concerned on the basis of turn-over estimates made out by the management, through a Transfer Voucher debiting the out-turn and crediting Work Order 02/00081/00 (now 02/00019/00). At the end of the year, the residual value of the Platinum Gauge will be assessed and Return Note will be made out crediting Work Order 02/00081/00 (now 02/00019/00).


A register will be maintained in Accounts Office to note down the drawal, utilisation and return of these guages.

Foundry and forging statements in the Metal and Steel Factory, Ishapore

697.

Board outlines of the procedure have been given at para 63 of Chapter IV.

698.
Foundry Costing is applicable to the following shops in the Metal and Steel Factory, Ishapore.

Acid Open Hearth

Nowreplaced
Basic Open Hearth)
by15ton





electric


Production

Electric Furnace

furnace


of Steel


(2 Tons)


Ingots
ElectricFurnace
      (12 Tons)

Foundry
-
Manufacture of steel casting, Iron Casting and Metal Casting

Bar Mill
-
Manufacture of Bloom from Ingots, Billets from Blooms and 





bars and rods from Billets.

Milting
-
Manufacture of Non-ferrous ingots (Brass ingots, Copper

Platform 
ingots, Aluminium ingots, MC Alloy ingots etc.)

699.
The requirements of steel and other metals of the services and factories are pooled and manufacture is undertaken under the appropriate 03 series of Work Order.

700.
The out-turn of foundries open hearth, Electric steel furnace, Bar Mills (Blooms and Billets, bars and rods) and Melting Platform (Non-Ferrous ingot) is accounted for as follows :-


(a)
A foundry work order is allotted to each class of article e.g.



03/00001/00
-
Iron Foundry



03/00002/00
-
Steel Foundry



03/00003/00
-
Brass Foundry



03/00004/00
-
Steel Bars and Rod etc.

701.
All expenditure which is ultimately chargeable to out-turn work order is debited in the first instance to the foundry order. The cost of production of foundry shops is arrived at through monthly foundry statement and then finally charged to the concerned out-turn work order and warrants through allocation sheets by debit to out-turn order under class of cost 22 by contra credit to class of cost 23 of foundry work order at a rate per kilogram Details of the procedure that is followed in connection with the foundry accounts of each of the above mentioned sections are given below:-

Foundry

702.
(i)
Iron, Steel and Metal Castings are produced in foundries located in Foundry shops. Labour payment is claimed through piece work cards.


Form II in Form IAF (Fac) 21 - Foundry Work Record is prepared for each kind of castings mentioned above from the labour (Piece work) cards received from the factory authorities. Piece work cards are enfaced with the grade of castings to which they belong and show the relevant out-turn work order and warrant number for which manufacture is undertaken. Proforma of Form II IAF (Fac) 21 is given below:-

Foundry Work Record

Month







II Gang No.
Work Order






Description of Gang

---------------------------------------------------------------------------------------------

Description

Number Weight

Wages Cost


of


of

of

Casting

casting 
        casting

Melt-
Fettl-
Moul-








ing
ing
ding

---------------------------------------------------------------------------------------------

 
(1)

     (2)

(3)

(4)
(5)
(6)

---------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------

Rate of

Process cost

Total Warrant
Out-turn
moulding





Cost
  or S.W.
work




Rates     Amount


      Draft
order

---------------------------------------------------------------------------------------------

       (7)
          (8)
(9)

(10)
       (11)
(12)

---------------------------------------------------------------------------------------------

Form II - Shows the description of casting, number and weight of castings together with the wages cost under different operations such as moulding including core making melting, fettling etc. against each out-turn work order and warrant. All these details are taken from the piecework cards. Form II thus gives a complete record of quantity produced for different out-turn work order and warrant. This facilitates the preparation of allocation sheets for distribution of expenditure to the out-turn warrant. Form II is passed on to costing section for further action.

Form III (Foundry Metal Statement) - This shows the summary of the month's work and description of the composition of metal or scrap required for the manufacture of each class of casting under each grade. This is prepared by shop for each foundry process work order. It contains a complete record of balances of various items of stores at the beginning of each month, quantity drawn from stock, quantity expended during the month and the quantity in the shop at the end of the month. The total quantity of metal expended in production, the total weight of casting produced together with the loss in the process and recoveries of scrap, if any, are also shown in the form. On receipt in the Accounts Office of Form III from the factory authorities it is checked by the Material section office with regard to the stock shown in the beginning of the month Form III is rallied with the total quantity shown as manufactured in Form II.  Any discrepancy found in regard to either over-payment or under payment of labour of over drawal/over consumption of material in relation to quantities in Form II and Form III is settled with the Management. A watch is also kept over any loss in manufacture in proportion to the total weight of costing issued. In order to arrive at the total cost of particular job undergoing different operations, the expenditure incurred on certain operations in previous months is linked up with that incurred for the remaining operations of the same job in subsequent months.

(iii)
The Foundry Cost Statement Form I is compiled by costing section and is used to find out the inclusive cost as well as the detailed cost for each grade of casting under Iron, Steel, and Metal castings. Labour expenditure is taken from Form II and material and process material from Form III. The cost of process material is divided by the total weight of castings of all grades and the until rate is arrived at to determine the cost of process materials for each grade.

(iv) Variable and fixed charges are calculated on the basis of labour expenditure thus arrived at forms the cost of out-turn. The expenditure divided by the outturn gives the cost per unit for each grade. As the moulding rate of castings produced varies considerably according to the nature of the castings produced, the moulding labour cost inclusive of overhead charges is charged direct in Form II to the different castings, which are valued at the flat rate arrived at as per Form II minus the moulding rate inclusive of overhead charges. The two costs viz. the mouldings and the process cost as per Form I give the total cost. Allocation Sheet (K.O.D-20) is prepared by Accounts Office debiting the out-turn Work Orders and Warrants under class of cost 22 with the total cost of castings. Allocation Sheet (K.O.D. 25) is also prepared for relief to the Foundry process work order under class of cost 23 for the same amount. Transfer Voucher Abstract is made out on EDP machine debiting the out-turn work order and Warrant and Crediting the Foundry process work Order on the basis of the allocation sheets. Specimen for Form I for Foundry Section is given below:

Work Order............................... Factory.......................................

---------------------------------------------------------------------------------------------

Nomenclature

Qty.

Name of
Labour
Labour
of manufactured
manu-

opera-

without
with
stores


factured
tion

D.A.

D.A.

---------------------------------------------------------------------------------------------


(1)


(2)

(3)

(4)

(5)

---------------------------------------------------------------------------------------------

Total
Process

Variable
Fixed

Total

Rate
material
material 

charges
charges


per kg.

---------------------------------------------------------------------------------------------

   (6)

 (7)


(8)

(9)

(10)

(11)

---------------------------------------------------------------------------------------------

Open Hearth (Metal and Steel Factory)

703.
Steel ingots are produced in this shop. They are classified into four classes according to their composition viz. plain carbon steel, nickel steel, temper steel and alloy steel. Foundry Form I to III is prepared in the same way as in the case of foundries except in regard to the following details:

Foundry Statement I

704.
(i) A new element of cost viz. ingot moulds charges under class of cost 40 appears in Form I (Proforma given at the end of this para). This element of cost is taken into account along with other elements of cost to arrive at the process cost and all-inclusive rate per Kg. The ingot moulds are drawn from stock against W.O. 03/00049/00. The value of ingot mould is chargeable at flat rate per 100 K.G. of ingot produced based on the actual of the previous year. At the end of the year the leviable mould charges is arrived at by taking into account the opening semi of moulds the expenditure on account of moulds during the year against W.O. 03/00049/00 and the closing semi. Any different between the leviable mould charges and mould charges levied at the predetermined rate is adjusted. Mould charges appearing in Form I are debited to the concerned Foundry Work Order under class of cost 40 by contra credit under the same class of cost to the work order 03/00049/00 through Allocation sheet for the month although the value of moulds was originally booked to W.O. 03/00049/00.


(ii)
Form II - Labour cost incurred is for melting operations only and is charged at a flat rate on the whole out-turn of each process work order. As moulds are drawn from stock, no labour for manufacture of moulds is involved and hence no separate labour cost for moulding is charged direct in Form II.


(iii)
Form III - Difference classes of materials are shown in the form as expended for the different classes of ingots and their respective values from the material cost of the different classes of ingots produced. Thus the cost of different classes of ingots differs only in the material value.

Form I

---------------------------------------------------------------------------------------------

Nomenclature

Estimate 
Qty.

Labour
Material




number

---------------------------------------------------------------------------------------------


(1)


(2)

(3)

(4)

(5)

---------------------------------------------------------------------------------------------

Process
Variable

Fixed

Ingot 

Total

Rate
material
charges

charges
mould



perkg.







charges

---------------------------------------------------------------------------------------------


(6)
    (7)

(8)

(9)

(10)

(11)

---------------------------------------------------------------------------------------------

Electric Steel Furnace

705.
The procedure followed in respect of open earth applies to the electric steel furnace except that the total cost of electricity consumed in the furnace is taken in Form I.

Bar Mill (Metallurgical Factory)

706.
Blooms, billets, bars and rods are produced in the Bar Mill. Blooms and billets are rolled into steel rods. Forms I to II are used separately for blooms and billets and bars and rods. There are several classes of steel rolled from ingots according to size, the rolling labour of which varies according to the Group under which a particular size falls. Foundry Forms I to III are prepared in the same way as in the case of other foundries except with regard to the following details:


(i)
Foundry Form I - the elements of cost that are taken into account in the statement are the following:



(1)
Rolling labour



(2)
Miscellaneous labour



(3)
Metals



(4)
Process Material



(5)
Variable charges



(6)
Roll charges



(7)
Fixed charges.


(ii) 
Rolling labour for blooms and billets and bars and rods is shown in the Form II separately against the outturn of each group. Metal expenditure for blooms and billets is obtained from Form III. Miscellaneous labour, process material variable and roll charges are apportioned/levied on the basis of rolling labour and the fixed charges on the total labour. The total of the expenditure thus arrived at forms the cost of out-turns for each class of steel under each group separately. Each class of group relates to various out-turn work orders and the cost as worked out each class or each group is distributed over the various out-turn orders concerned.

(iii) 
Rolls, which are used for the production of blooms and billets and bars and rods, are drawn from stock against the work order 03/00089/00. Rolls Bar and Rod. The value of roll is charged as a percentage of rolling labour on the actual of the previous year. At the end of the year, the leviable roll charges are arrived at by taking into account the opening semi of rolls, the expenditure on account rolls during the year and the closing semi. Any difference between the leviable roll charges and roll charges levied are adjusted.

Melting platform (Metal and Steel Factory)

707.
The various kinds of non-ferrous ingots e.g. brass ingots, copper ingots, M.C. alloy ingots, cupro-nickel ingots etc. are manufactured in this shop. The Foundry Forms I to III are generally used in accounting for the out-turn Labour expenditure is taken from labour abstract and material expenditure from Form III into Form I under the respective heads. Variable and Fixed charges are added, Ingot Mould charges are levied on the quantity under each class ingot produced at flat rates, fixed by the Account Office in consultation with the G.M. The cost of power consumed for manufacture of brass and Cupronickel ingots in the electric furnace of the Melting Platform Shop is also added to the above charges in proportion to the out-turn. Moulds in this case are drawn against the W.O. 03/00050/00.

Forging Statements

708.
Forging are made in B.S. Section (Productive Group) on the warrant issued as in the case of other manufacture and the accounting procedure followed in this respect is the same as that for other productive shop.

Timber Costing

709.
Details of the procedure followed at Gun Carriage Factory, Jabalpur is given in Chapter IV, of the Manual. The procedure is based on current practice. The various orders/Instructions issued are -


1.
DGOP No. 23/P(C) dated 26-10-59.


2.
CDA (Fys) No. PR/44/XXVI dated 17-11-59.


3.
CDA (Fys) No. PR/146 dated 17.2.61.


4.
GM JCF Jabalpur standing Instruction No.28 dated 11-6-60.

Process Costing in Tannery and Currieries Section and Leather Balance Sheet at Ordnance Equipment Factory, Kanpur

710.
Raw hides are purchased from contractors in wet and salted condition and weight immediately to ascertain their quality and stipulated weight ranges. For this purpose the hides are divided in six classes as indicated below:

---------------------------------------------------------------------------------------------

Sl.No.
Class of


Weight range



hide






Cow huddle

Buffalo hide

---------------------------------------------------------------------------------------------

1.

A


6-8 Kg.

16-20 Kg.

2.

B


8-10 Kg.

20-241/2 Kg.

3.

C


11-15 Kg.

241/2-281/2 Kg.

4.

D



-

29-33 Kg.

5.

E



-

34 Kg and up

6.

Kattai


-

12 Kg. to 14.50



(Young Buffalo)


Kg.

---------------------------------------------------------------------------------------------

711.
Random sampling of the salted wet hides are then made from each pile of hides. The selected hides are brushed to remove salt. The salt removed is weighted and the average quantity of salt per hide is determined. Then the weight of all the hides (without salt) is computed by deducting the total salt contents (arrived at on the basis of the average salt content and the total number of hides in the consignment) from the total weight of the wet and salted hides taken in the first instance. This exercise is for internal use only.


The payment is however made on the following basis:


On receipt of 'Dry Raw hides' are put in lime pits for about 12 days (C Grade Cow hides for about 5 days).


Material for this process is lime only. After this period, the hides are taken out, fleshed and unhaired. The pelt (i.e. unhaired and fleshed hides) hides are then inspected and weighed in their limited state. The accepted hides are paid for at contract rate on the basis of limited pelt weight and brought to account as such. The rejected to the contractor on account of liming at the fixed rate, is credited to the process. Cost of process material like etc. is distributed in proportion to the limed weight of the hides accepted during the quarter.

712.
Process involved and the costing of the various products are given in Chapter IV of the Manual. Additional points are :-


Copies of the Annual statements showing the rates for tanned leather are forwarded to C of A i/c, Kanpur Group of Factories for his concurrence and GM OEF Kanpur. Special points, if any, requiring attention of the C C of A (Fys) may however be referred to Main Office.


Similarly the variations in the rates are carefully investigated and necessary remarks offered. Copies of these statements are furnished by the A.O. to the General Manager OE Fy. Kanpur. Special points requiring attention of the C C of A (Fys) may however, be referred to Main Office.

Semi Statements

713.
At the end of each year, the actual stock will be taken by the factory of the unused materials and part furnished works, full lists being made of all the articles found, showing the stage of manufacture each has reached, and the extracts and work Orders and Warrant numbers to which they have been charged. The physical verification of current items will be done on 31st March of each year. Verification of non-moving and slow moving warrants should be carried out by the end of February and Semi-Statements forwarded to Accounts Office by early March. Verification of the other warrants should be carried out at the end of the year and finished in consultation with Accounts Office by 15th April Factory orders are to be issued by the General Manager and office order by the Accounts Office stipulating specific dates for each step in the preparation scrutiny and finalisation of semi-statements. A cell should be formed in the costing section of the Accounts Office for the entire work of scrutiny and evaluation of work-in-progress as per annual semi-statements. The semi-statements will be verified with reference to manufacture and Materials Warrants, Warrant Registers, cost cards and production cards etc. as to the correctness of the quantities shown therein and the discrepancies in the semi statements should be sorted out by formal joints sitting of the Factory and Accounts representative according to a time table extending from 1st to 15th April. The evaluation of work in progress should be completed by the end of April. When there have been no articles finished on a work order the whole expenditure represents semi-manufacture and the items in the list pertaining to such order need not be valued in detail. In cases where rejections have taken place in the course of manufacture and N.R.Rs./ NRMs / Replacement Warrants have been issued, the replacement expenditure that has been booked, should, in addition to the original cost, be distributed between the finished and unfinished articles in the same proportion in which the original cost is distributed except, of course, in cases where it is, definitely known or ascertained that the replacement cost solely relates either to the one or the other.

714.
The value of the semi manufacture under each work order and warrant will be posted in an abstract and also credited in the relevant cost card under each element of cost. A Master Summary will be prepared showing the value of the work in progress under each element of the cost work order wise. The total represents the value of work in progress as on 31st March by debiting the Balance Account and thereby exhibiting the balance as 'Assets' in the 'Statement of Assets & Liabilities'. In the following year, this asset representing work-in-progress as on 1st April will be debited to the work in progress Account simultaneously charging all the individual carry forward cost cards with the corresponding amount under each element of Cost. A close watch is to be kept on the actual position of physical pipe line by the factory so that it is generally computable within the usual normal level of work-in-progress vis-à-vis total production. In the case of elected principal items of production, surprise physical verification of the work in progress should be carried out by the Factory several times in a year.

715.
Checks exercised by the Accounts office on semi statements are:-

(i)
Costing Section - Scrutiny with reference to the warrant Register to ensure that all incomplete warrants have been included.

(ii)
Material Section - Verification with reference to the postings in the relevant material warrants that the quantities of material shown are correct and the pricing of materials was do-neat the rate at which bulk of the Demand/Return Notes were priced.

(iii)
Labour Section - Verification with reference to the postings in the relevant Manufacture Warrants that the operations shown as performed are correct and pricing of these operations are at correct rates.

(iv)
Costing Section - Final Scrutiny with reference to the cost cards and production Ledger Cards levy of DA and Overhead and preparation of an abstract of semi in respect of the each work order and warrant for working out cost of production.

716.
A close analysis of the outstanding warrants should be made and value of semi carried forward made year-wise 'Monthly Progress Report on the Liquidation of Warrants' is required to be rendered by the General Managers to the OFR duly vetted by the Accounts Officers. The GM renders the report to the Hqrs, so as to reach AO by the 10th day of the following month and the A.O. forwards the report duly checked, so as to reach OFB by the 20th of the following month. The details of the year upto which warrants are to be included as well as the period upto which details of end products and reasons for non clearance are required to be indicated periodically by OFB. Thus, in the circular issued in May '83 by OFB, details of outstanding warrants pertaining to the year upto 1979-80 and warrant-wise details showing end products and reasons for non-clearance of warrants upto 1975-76 was required to be shown from the 'Report' for the month May '83 onwards. The proforma in which the 'Report' is required to be rendered is as under: -

Statement showing the position of outstanding warrants and the value of Semi (Work in progress) analysis under different columns on the last day of the month of.....................19.............

No. of outstanding warrants as on.................

---------------------------------------------------------------------------------------------


First day of the month


Last day of the month

___________________________________

_____________________________

Year
  Prod.    Capital
   Tools &   Develop-
 
Prod.
Capital
   Tools&    Develop-






    Gauges    ment


                 Gauges    ment






        orders



                      orders

-------------------------------------------------------------------------------------------------------------



1
2

3
4

1
2

3
4

-------------------------------------------------------------------------------------------------------------

Value of Semi on...........................

-------------------------------------------------------------------------------------------------------------

 First day of the month



Last day of the month

_____________________________

__________________________

Prod.    Capital
   Tools &   Develop-
 
Prod.
Capital
   Tools&    Develop-





    Gauges    ment


                             Gauges    
ment






orders



                                   orders

-------------------------------------------------------------------------------------------------------------

1

2

3
4


1
    2
   
3
4

-------------------------------------------------------------------------------------------------------------

Reasons for Warrants remaining outstanding and values of semies as on the last day of the month

Suspension of orders

No. of Warrants       ______________________________________________________________

Year
  Prod.    Capital
   Tools &   
Develop-
 Prod.
Capital
   Tools&    Develop-






    Gauges    
ment


                 Gauges    ment






        
orders



                      orders

-------------------------------------------------------------------------------------------------------------



1
2

3
4

1
2

3
4

-------------------------------------------------------------------------------------------------------------

Value of semi



Manufacture-completed but awaited inspection




______________________________________________________________

Prod.    Capital
   Tools &  
 Develop-
Prod.
Capital
   Tools&    
Develop-





    Gauges   
ment


                Gauges    
ment






orders



                         orders

-------------------------------------------------------------------------------------------------------------

1

2

3
4

1
    2
   
3
4

-------------------------------------------------------------------------------------------------------------

Value of Semi
Manufacture-completed but awaiting inspection

______________________________________________________________

Prod.   Captal
Tools &
Dev. order
Prod.
Cap
Tools &
Dev. order


       Gauges



          Gaugers

______________________________________________________________

1

2

3
4

1
   2
          3
4

______________________________________________________________

Manufacture yet to be completed

______________________________________________________________

Prod.
Cap.
Tools &
Dev. order
Prod.
Cap
Tools &
  Dev.order


Gauges



Gaugers

1

2

3
4

1
   2
           3
       4

______________________________________________________________

Other causes

______________________________________________________________

Prod.
   Cap.  Tools &
Dev. order
 Prod.
 Cap
Tools &          Dev. Order









Gauges

______________________________________________________________

1

2

3
4

1
   2
           3
        4

______________________________________________________________

Remarks…………………………..


There reports are reviewed at OFB level. The existing span of life of warrants viz., six months has not been modified after considering the reports from the GMs. Extension beyond six months in the few difficult cases require the sanction of the OFB.

717.
Apart from the accumulation of unfinished work, the carry forward of semi for a number of years might perpetuate irregularities such as advance payment, wrong booking and payment against wrong warrants, non clearance of Inspection Notes against completed work resulting in marginal residual payments remaining uncleared etc, Accordingly close review of the outstanding warrants at all levels is essential.

718.
Suitable action must also be ensured for proper care and preservation where required to avoid any deterioration of the unfinished semi and to ensure their continued physical availability till the warrants are closed and final issues made.

Cost cards for certain Indirect series work order 01/00018/00 - Maintenance of Buildings, roads etc.

719. The third digit of the work order may be used for collective of the expenditure cost element-wise according to various types of  assets for  which maintenance is carried out e.g. 01/00018/00 may be used for maintenance  of Residential Quarters. Warrants may be allotted according to Types of Quarters. The postings of the expenditure in the relevant cost card will facilitate the compilation of total expenditure and check with estimated costs where available.

02/00022/00 - Repairs and conversion of break up of articles borne on Stock charges found repairable

720.
Cost card is opened for ascertaining the total expenditure on repairs and for ensuring that the stores returned on Return Notes after repair are priced at the same value at which they were drawn. Formal Loss statement is prepared for the repair cost. Similarly when repairable stores are drawn from stock against the above work order, they would be returned at the rate at which repairable stores were drawn. Conditioning voucher would then he prepared for appreciating the condition of the stores. Cost card will reflect repair cost only.

Special Points

721.
(A)
Provision of 5% escalation may be allowed for inclusion in the element of material cost to provide for inflationary trends in material costs. This applied to estimates relating to payment issues of stores manufactured in Ordnance Factories.


(B)
Minimum Cost of civil trade quotation and regularisation of cash loss in civil trade.



The minimum charge is allowed to be computed including direct labour and direct material charges, plus as much as the variable overheads as the market can bear. OFB had decided that the General Managers are competent to fix minimum sale price/offer minimum quotation at estimated price cost plus 20% of the total variable and fixed overhead charges subject to the provision of various orders on Civil Trade.


(ii)
If warranted, the sale price will be fixed between the estimated price cost and estimated price cost plus 20% of the overhead charges by OFB.

        (iii) The factories will forward the proposals to OFB Board for Fixation of sale price as at (ii) above even if the case falls otherwise under the financial power of the General Manager together with relevant details like estimated prime cost, fixed overhead and variable overhead charges, ruling market prices etc. Quotations below the maximum cost which exceed Rs. 2,000 should have prior approval of the OFB.

(C)
Export Activities


Estimates should be priced on Top priority basis so as to reach the OFB on half yearly basis preferably in June and December of each calendar year. A.Os should keep close liaison with the factory management so that delays are avoided. JCs of A are also to pay particular attention to this and bring genuine difficulties to the notice to the Gm promptly and correct pricing of the estimates is the responsibility of the A.O.

(D)
Cost Cards for payment Issue/Civil Trade Orders Return of


Cost cards and the relevant documents relating to the payment services/Trade orders are to be retained by the Accounts Office till such time the entire amount recoverable from the party concerned are fully realised.

(E)
Standard Estimates in respect of Civil Trade items - pricing and updating of


In addition to the rules laid down for pricing of materials for Civil Trade, it should be ensured that pricing is done very carefully and the repricing of the Civil Trade Estimates is made at least on a quarterly basis.


The AOs should obtain list of standard materials which are commonly used in Civil Trade Production from the Factory Management and the same should continuously be updated from time to time. Full co-operfation should be extended to the factory management in preparation of estimates and price list of standard materials.

Registers, Reports and Returns

722.
Lists of registers to be maintained together with their fly leaf instructions and of reports and returns to be rendered are given in Annexure 'D' and 'E' respectively to Chapter IX.
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Accounting of Capital Assets

Classification of Capital Assets

731.
Capital Assets in a Factory are classified under three main heads:


(i)
Buildings,


(ii)
Machinery and


(iii)
Other items.

732.
The items falling under buildings are:-


(a)
Industrial Buildings within the four walls of the factory, whether used for production or non-production purposes and any factory sections (except offices) outside factory walls.


(b)
Non-Industrial Buildings viz. office outside the factory perimeter wall, Hospitals/M.I. room, staff club etc. and


(c)
Residential buildings

Machinery

733.
 Machinery (including air-cooling plants) steam launch, barges, locomotives, railway wagon, station wagons, motor lorries, weighing machines, swing machines, furnaces.

734.
Other items are water or gas lines openly visible lines, filter units (filter plants for water supplies), incinerators, railway lines and railway sidings (if installed and or maintained by factories), tubewells, Remington Accounting Machines etc. lands roads, drains, telephones, chimneys, electrical installation, levelling site, jetties, steel furniture and fittings etc.

Classification Electrical Installation

735.
(A)
All distributors underground and/or overhead, switchgear, transformers, rectifiers, and converter plants from the taking over point in the case of supplies generated upto the incoming terminal of the master or main switch board in the various shop/sections are viewed as machinery.


(B)
The main switchgear, subsidiary, switchboards and distribution fuse boards or boxes together with their interconnecting wiring, also all internal wiring for lights and fans in the various shops and sections shall continue to be treated as building.


(C)
Power wiring shall be included as part of the erection charges, if the machine which it supplies, where the consuming device is far from the section of shop main switchboard, then the cost shall commence from the outgoing terminal of its control switch, on the main switch board. Where it is far from a subsidiary switchboard or from a final distribution fuze board or box, it shall commence from the outgoing terminal of the control switch or fuze. All such wiring shall be included as part of the erection of machine or plant and its maintenance treated as for the maintenance of the machine, other than as may be specially erected for.

Note -
As the cost of overhead of ground level bus bar system cannot be apportioned to individual motors they shall be classed as distribution boxes under 'C' above.


The criteria followed are: -


(a)
In the case of expansible switch gear, transformers etc. they can be moved from place to place and require equally as much maintenance and attention as plant and machinery. Hence they are classified as 'Machinery'.


(b)
Internal wiring underground cables etc. can be regarded as permanent and immovable equally as much as the buildings themselves, and in the event of the disposal of a buildings would normally be disposed of as an integral part of the building. Hence these are regarded as buildings.

Provisioning and Procurement of Capital Assets

736.
Capital Assets on Block Charge will only include assets created against New Capital demands or Project under the Capital head of Account-Cash expenditure on Capital Assets is, therefore financial from New Capital Grant or project.

737.
 (a)
General Managers (or a competent authority) are authorised to take advance provisioning action for the items of plant and machinery which are due to replacement/renewals in the next 1-2 years in such a manner that the new plant and equipment is installed by the time the old plant and equipment has outlived its utility and has been condemned in accordance with the prescribed procedure. This advance provisioning action may be taken in consultation with the Accounts Officer concerned. Details of creation of RR Fund accounting thereof are enumerated in para 817.

(b)
The purchase and other powers of the General Manager in regard to procurement of Plant and Machinery are: -

	Description
	Powers

	1
	Placing of indents on Central Purchase Agency and Supply Order against rate/running contract against renewal/replacement Plant & Machinery.
	GM

Jt.
GM
	Full powers after Clearance by the Member concerned.

Rs. 5 lakhs in each case (necessary to be approved by the GM)

	2
	Indents against New Capital Grant for Plant and Machinery to improve production or increase rate of production of stores for which firm orders have been placed by services.


	GM


	Rs. 1 lakh in each case. Total expenditure should not exceed Rs. 5 lakhs in a year.



	3
	Direct Purchase of P&M


	GM


	Rs. 3 lakhs in each case.



	4
	Erection of Plant and Machinery


	GM

Jt.
GM


	Rs. 3 lakhs in each case departmentally or Rs. 50,000 in each case on contract.

Rs. 1,00,000 departmentally. Rs. 25,000 through contract for each machinery



	5
	Erection contract for services such as distribution of steam compressed air, oil etc.


	GM


	Rs.10 lakhs departmentally and Rs. 2 lakhs by contract for each case.

	6
	Repair and reconditioning Plant and Machinery other than M.T. vehicles.


	GM


	Full powers departmentally Rs. 50,000 for each item by contract. 


(c)
The instruction applicable to stores will apply to Plant and Machinery viz.

(i)
All purchases will be made on the basis of tender who will be scrutinised and decided by Tender Purchase Committees at Appropriate level.


(ii)
Normally, purchase beyond Rs. 25,000 in value will be made on the basis of open tenders. In special circumstances, purchase may be made on the basis of limited tenders, single tender or negotiation, wherever limited tender is resorted to reasons for doing so shall be recorded in writing. Single tenders tenders/negotiated purchase may be made upto a ceiling of Rs. 5lakhs with the approval of the G.M. only in respect of proprietary articles or where there is only a single known source of supply Repeat order shall be treated as single tender purchases and may be resorted to only when there is no downward market trend.


(iii)
As regards tender and contract forms, terms and conditions including payment terms and other procedural details, guidelines issued by O.F. Board shall be adhered to. For departmental erection of plant and machinery the expenditure under labour and material only should be taken into account for determining the ceiling limit of Rs. 3lakhs.



General Managers Ordinance and Ordnance Equipment Factories have been given full power to place indents on Central Purchasing agency and supply orders against Rate/Running Contracts in respect of renewals/replacements of Plant & Machinery. The General Manager can propose replacement of Tool Room Machine when it loses its accuracy through it may still have residual book value. The tool room machines thus proposed to be replaced may continue to be utilised in the Tool Room itself for operations involving lesser accuracy or transferred to Production shops or declared for disposal depending on the technical assessment of its condition and other relevant considerations.

(d)
The General rules for replacement of Plant and Machinery are :-



(i)
Replacement of Plant and Machinery will be on completion of expected life of machine.



(a)
In the case damages or where replacement may be before expected life.


(ii)
Replacement will be on 'like to like' basis taking into considerations, improvements in design and production techniques.


General Managers are also authorised to place indents valuing Rs. 1lakh in each case for Plant & Machinery to improve production or increase the rate of Production services. Subject to availability of budget provision, the total expenditure committed in a year should not exceed Rs. 5lakhs.

(e)
The financial powers of the General Managers of Ordnance and Ordnance Equipment Factories in respect of local purchase of Capital items of Plant and Machinery is Rs. 1 lakh in each case with financial concurrence. Purchase action is always taken subject to the observance of prescribed procedure. Immediately after the issue of supply order the General Managers/Officers incharge of Factories will send the duplicate copies of supply orders together with comparative statement of tenders and Annexure as detailed below duly completed to the Accounts Officers for post audit. While dealing with Supply Orders and indents etc. in respect of such items. Accounts Officers will carefully check that such powers are not exceeded.

Note - Plant and Machinery required in connection with production (to improve production or increase rate of production to meet service orders) of an item already established in ordnance and equipment Factories can be procured directly by the GMs within the limit of financial powers for local purchase of machinery. This power cannot however be invoked for procurement of Plant and Machinery required for establishing new items of production, unless it is covered by a new project sanctioned by the Government or specially authorised under Government orders. In all cases however a statement explaining the necessity for purchase is required to be furnished to the local Accounts officer along with the supply order. The points covered in the Annexure to this Chapter should be looked for in audit, while going through such proposals. The duplicate copy of the Supply Order will be retained by the Accounts Officer to enable the A.O. to pass the local purchase bill. Other documents will be returned to the factory management after examining the above points and ensuring in audit.

(i)
That the purchase is authorised.


(ii)
That the funds are available.


(iii)
That utmost publicity has been given.


(iv)
That the lowest tender has been accepted or the reason for the rejection of the lowest tender has been satisfactorily explained on the comparative statement of tenders.


(v)
That the plant and machinery is required in connection with production (to improve production or increase the rate of production to meet service orders) of an item already established either under R.R. Fund or New Grant, and


(vi)
That the powers are not invoked for procurement of plant and Machinery required for establishing new items of production unless it is covered by new project sanctioned by the Government or specially authorised under Government order.

Accounting of Machinery/items

738.
As far as possible, the value of machinery items purchase from funds provided under Capital will be directly booked against the appropriate minor head for capital and to facilitate this relevant vouchers (which will be assigned numbers in the 'M'' series) etc. will be endorsed accordingly (by the executive. It cases where this is not possible, they will be compiled to the head for stores, taken to stock and subsequently transferred to 'capital' Head by contra Minus 'debit to the appropriate head and draws on demand notes on "Capital Work Orders' under 04 series. They are subsequently taken on the block resisters on the authority of Capital Services Voucher numbered in 'M' series. In respect of machinery items which are financed from the Renewals reserve fund, necessary debits will be passed through the London Account Current and adjusted by the CC of A (Fys) against Capital Head. These are not passed through stock but are taken in Block Registers through 'M' series vouchers. The relevant receipt voucher should be duly linked with the disbursement voucher through the medium of a linking register. The register is maintained in two parts:


Part I of the register will be maintained in the following proforma: -

---------------------------------------------------------------------------------------------

Sl.

Bill No. dis-

Nomenclature

Account
No.

bursement Vr.

of stores



No. etc.

---------------------------------------------------------------------------------------------

  (1)

   (2)



        (3)


  (4)

---------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------Rt. Vr. No.

Value

Different No.&date
& Date




between
                                 of adjust-






Col. 4&6



   ment Vr.

---------------------------------------------------------------------------------------------

(5)



(6)

 (7)





(8)

---------------------------------------------------------------------------------------------

(a) 
Details regarding bill number, disbursement voucher number, together with amounts paid in respect of items of Capital nature, will be recorded month wise in the respective columns as and when the bill debit schedules etc. are received in the Accounts Office.

(b) 
The relevant factory receipt voucher number and date together with its value will be shown in column 5 and 6 while the difference in value and number and date of adjustment voucher will be recorded in column 7 and 8, respectively.

(c) 
The register will be submitted to the A.O. on the 10th of each month.

739. 
The expenditure on Capital items is booked against Major Head 4076 and is compiled as under:

Plant and Machinery



01/922/31 

Freight Charges & Customs Duty 

01/922/32 

Deduct

Refund of advances against Plant 01/922/33 and Machinery arising out of concellation of orders 

Provision is also made for unit control Number. 

058-Carry-in Normal Requirement U.K. Supply 

059-Carry-in Normal Requirement Indian Supply. 

061-New Demand (U.K. Supply).

062-New Demand (Indian Supply).

740. 
The total figures booked in the monthly, cash compilation--should be reconciled with the bills /DVs etc. received.
Discrepancies should be settled in consultation with the Accounts Section immediately. The disbursement vouchers, bills of entry, details against debits should be scrutinised for ensuring that the classification is correct and pertains to the factory. Erroneous Classification is required to be rectified by Transfer Entry expe​ditiously and should not spend for the linking of the transaction. The bills of entry received in support of Customs Duty charged are correct and relate to capital. Items of debits/payments outstanding due to non-receipt of IM' vouchers should
be reviewed monthly and taken up with the factory authorities for, expeditious action. Review of the outstanding should be made monthly. The value of unlinked items as on 31st March is classified as "Outstanding Assets".

741.
(a) In part II of the register, linking of the Receipt Vouchers with the corresponding debits/payment is made. Register will maintain in the following proforma and submitted to the A.O. in the 10th of each month.

---------------------------------------------------------------------------------------------

Sl.

Receipt Vr.
Nomenclature 
Amount


No. 

No. & Date 
of stores 


---------------------------------------------------------------------------------------------

(1)

       (2)


(3)

  (4)

---------------------------------------------------------------------------------------------

Bill No.

Value

Different

No.&date
Disburesment 



between

ofadjust-






Col. 4&6

ment Vr.

---------------------------------------------------------------------------------------------

  (5)


(6)


(7)


(8)

---------------------------------------------------------------------------------------------


(b)
The number and date of the factory receipt voucher together with its value will be recorded monthly in the appropriate column.

 (c)
The corresponding bill number, disbursement voucher number etc. together with its value will be shown in column 5 and 6, while the difference in value and adjustment voucher number will be shown under column 7 and 8, respectively. It should be ensured that the monthly total as per schedule of Capital Series Vouchers agrees with the month's total in the 

linking register.

(d)
Unlinked items represent those for which custom duty debits are awaited, payments are still due or debits are awaited.


(e)
Value of all unlinked items of machinery as on 31st March represent outstanding liabilities i.e. items of Machinery for which payments are to be made/customs duty debits are awaited.


(f)
Check of the outstanding liabilities should be made to ensure that payments made are not reflected in the outstanding Assets - Review of the Supply Orders for these items would aid in ensuring that payments are actually outstanding.


(g)
In regard in customs duty, details of Bill of Entry. Name of ship, Date of sailing, particulars of Machinery Indent No are to be furnished to the Embarkation Commandant/C of A (Fys) so that details of debits can be obtained.

742.
While pricing the 'M' series Voucher customs duty at tariff rate will be included if debits have not been received Suitable linking registers should be maintained for ensuring that the debits are property linked and that details are called for in respect of outstanding items. Article borne in the inventory lists of shops, when required to be shows in the block registers will be transferred, direct on regular voucher bearing issue vouchers in the inventory series and receipt number in Capital, series. 

Pricing of 'M' Series Vouchers 

743.
Machines, etc. purchased locally are valued at purchase cost plus freight and/or other charges incurred. Machines etc. obtained from England will be priced by the local Accounts Officer with reference to the Invoices and Bills of Entries for customs duty or extracts there from furnished to should be ensured that the monthly total as per schedule of Capital Series Vouchers agrees with the month's total in the linking register them monthly by the Stores Section of the Main Office. For this purpose, the sterling value in the invoices will be covered at the average rate of exchange. In regard to purchases from foreign sources, pricing should be done with reference to the various contracts letters of credit issued, debit intimation received etc. The average rate of exchange of the currencies should be adopted for converting into rupee value.

Transportation, wharfage loading, unloading charges of Plant and Machinery and Stock Pile items

744.
Military credit notes issued for transportation, wharfage, loading and unloading of machines will be prominently marked with the Capital Head of Account by the Management. While pricing the capital series of Receipt Vouchers transportation, wharfage, loading and unleading charges should be included. The above charges pertaining to capital head of account are compiled by the Railway/'Accounts' Section of the CC of A (Fys). That section will render a monthly statement to the respective A.O. showing the details of all M.C. Notes compiled to the Capital Head during the month. On receipt Vouchers and adjustment of charges, where necessary, should be made by means of Capital Stores Adjustment Vouchers (plus or minus). The amount appearing in the M.C. Statement, which remain unlinked with the Receipt Voucher till the end of the year will be carried forward as outstanding assets in the Capital Assets Account. Similarly, the amount booked to the vouchers with reference to details of rail etc. charges furnished on the Receipt Voucher by the management but which remain unliked with any of the amounts appearing in the Military Credit Note Statement should, at the year-end, be carried forward as outstanding Liabilities.

Cost of erection and foundaton of machinery

745.
(A)
General Manager of Ordnance and Ordnance Equipment Factories are empowered to sanction expenditure upto Rs. 3 lakhs in each case departmentally or Rs. 50,000 in each case on contract. The powers of the Jt. GM are Rs. 1 lakh for department works and Rs. 25,000 through contract for machinery. The contract work will be viewed as "General Minor Work" as per paras 4 and 13 of the Revised Works Procedure (extract given at  Annexure A) Lump sum contract on IAFW-2159 will be concluded in such cases and the detailed procedure is laid down in Revised Works Procedure, M.E.S. Accountants Manual and Office Manual Part VIII.


(B)
The cost of erection and foundation of a machine are obtained from the cost cards (for works done departmentally) and paid vouchers etc. (for contract work) which should be capitalised and shown separately in the Block Register.


(C)
All erection and repair work will be carried out departmentally under the G.M's power as delegated to them without the need for the issue of Extra by the OFB/D.G.O.F.

Adjustment of the cost of Departmental Works

746. 
The labour charges incurred in connection with Capital Works carried out departmentally will in the first instance be charged to the detailed head 'Pay and Allowances of Staff' in the in the financial accounts and subsequently debited to the relevant detailed head under 'Capital' by minus debit to 'Pay and Allowance of Staff'. Similarly overhead charges and value of materials drawn for such Capital works will be debited to "Capital by operating the deduct 'Revenue Head'. The adjustment should be carried out monthly from the figures booked in the labour material and overhead abstracts for the previous month, after proper scrutiny. For this purpose, a Punching Medium for transferring these amounts from Revenue Head of Capital Head will be made out.

Manufacture of Machinery etc. by one factory for another factory to the capitalised in the later factory.

747.
(A) Class III Extracts are issued by the OFB to all factories in the form of what are called "Open Extracts" for each financial year, before the commencement of the year. This extract is, therefore, a sufficient authority for the factory to undertake manufacture of machines etc. (items of Capital natures) required by another factory, on receipt of Inter Factory Demand (I.F.D.) without further reference to OFB.

(B)
However, I.F.D. for the manufacture of such capital items should be issued by the factories requiring the capital items on the factory undertaking the manufacture, only on the authority of Class V extracts (sanctioning the capital expenditure involved).

(C)
The factory undertaking the manufacture will book the expenditure under '70' Series Work Order. On completion of the manufacture, the completed machine will be issued on 'P' Series issue vouchers which should be enfaced with remarks capital 'P' Voucher. In the receiving factory, such 'P' series issue vouchers will be taken on capital charge directly on 'M' series Receipt Voucher the A.O. of the receiving factory will link the 'M' series Receipt Vouchers with Priced copy of 'P' issue voucher received from the A.O. of the issuing factory and prepare punching medium for the value of machine issued by the factory undertaking manufacture as per priced copy of the issue voucher as follows: -


(i)
Charge Code No. 922/31-the factory unit code should be the unit code of the receiving factory.


(ii)
Minus Charge-Code No. 360/15-the factory unit code should be unit code of the issuing factory.


Financial adjustments to 'Capital Head' will be made for the entire cost of machine only when the actual issue of machine takes place.

(D)
To facilitate provisioning of funds in the budget estimate and to ensure the inclusion of the expenditure on items completed during a financial year, the Accounts Office of the manufacturing factory will take special steps to intimate the final expenditure in respect of all such items completed during the year through 'P' vouchers to the Accounts Officer of the consignee factory sufficiently before the date fixed for closing of the Financial accounts of the year.

(E)
Transportation charges paid on M.C. Notes on account of these machines should also be capitalised and adjusted. For this purpose, necessary transfer entry will be required at the end of the year to transfer the amount from Transportation to 'Capital Head'.

Manufacture of Machine Tools etc., by Machine Tool Prototype Factory, Ambarnath for transfer to Ordnance Factories on Capital Account.

748.(A)
(i) An order authorising supply of machine tools of M.P.F. manufacture, based on the Ordnance Factories demands duly concurred in by the Finance Division of O.F.B., will be issued by the OFB giving details of requirement of machine tools, Ordnance Factories Demand Numbers, consignees etc.


(ii)
On the authority of the above quoted order, M.P. Factory will undertake supply of machine tools to the indenting factory ex-stock/ex manufacture against Class IV extract under stock series of work order. Issuing of IFD and Class V extract is not necessary in this case.


(iii)
The completed machines will be issued on 'P' issue vouchers, which should be enfaced with the remarks "Capital 'P' Voucher".

          
(iv)
In the receiving factory such 'P' series issue vouchers will be taken on charge directly on 'M' series Receipt Vouchers. The Accounts Office of the receiving factory will link the 'M' voucher with the priced copy of the 'P' issue voucher received from the Accounts Officer, Machine Tool Prototype Factory. He will prepare a punching medium for the value of machines issued as per 'P' voucher as follows:

Charge Code No. 922/31-Unit code of the factory receiving the capital item should be used.

Minus Charge Code No. 811/08-Unit code of M.P. Fy (14) should be used.

(B)
Special Points common to Manufacture of Machinery


In the Capital Assets Account, this will be shown as "Receipt of Machine manufacture by one factory for another". Machine in transit will be accounted for in the statement of Assets and Liabilities.

Transfer of Machinery from one factory to another

749.
Transfer of Machine is made through 'M' series Issue Vouchers. Procedure followed for preparation of I.D. list etc. is the same as for stores. Machinery issued but not accounted for are shown as "Machinery in Transit".


When machines are transferred from one factory to another, the residual value/book value of the machine including the residual cost of erection and foundation will be debited to the consignee Factory which will Capitalise the machine for the full amount of the debit. The expenditure incurred is the consignee factory for new foundation and re-erection of the machine should not be capitalised, but charged to revenue through W.O. 02/00041/00 i.e. the work of erection and foundation should be carried out under '02' series instead of '04' series. The same procedure will be followed when surplus machines are transferred from one shop to another of the same factory under orders of administrative authorities in the normal course.

Schedule of 'M' Series Vouchers

750.
(1)
This register is maintained on IAF (Fac) 36 separately for building and machinery (receipt and issues).


(2)
All the vouchers will be posted in a serial order every month.


(3)
As and when the vouchers are priced the value willbe posted under appropriate column in the schedules viz. Local Purchase, Central Purchase, transfers from factory, Customs Duty, transportation charges etc. and also in the total column.


(4)
A monthly total will be struck under each column.


(5)
The register is to be submitted to the Accounts Officer on 15th of each month.


The objects are to ensure that the receipt of all ‘B’ and ‘M’ series vouchers prepared by the factory is accounted for and also to find out the value of issues to various factories etc. in respect of Capital Assets of the factory. Accuracy of postings the schedule will be proved annually and an agreement between the figures of block registers and the schedules will be effected before the Capital Assets Account of the year finally closed.

Accounting of Special Packing cases/crates for machinery items

751.
The cost of packages as shown on the consignor's issue voucher should be added to the Capital cost of Machinery and taken on charge accordingly at the consignee and treating the charge as incidental to the transfer of machines. The scrap or repairable packages should be returned to stores under Work Order 02/00152/00-Proceeds from packages and scrap recovered from inventory, machinery etc. This procedure will apply when packing case are utilised for packing both old and new machines.

Accounting of Spare Parts of Machines

752.
Spares may be divided into three categories: -


(a)
Spare ordered separately for the plant and machines, so charged for separately.


(b)
Spare ordered as extra with the plant or the machines and charged for either (i) separately or (ii) added to the value of the plant or the machines.


(c)
Spare, which under the manufacturers practice is usually supplied with the machine but not separately, charged for, their value being apparently included in the cost of these plant or the machines.

(i)
Spares should be taken to Stock Charge.


(ii)
If the cost is initially met from the Capital grant, then the total amount should first be posted in the Block Register and simultaneously adjusted as transfer from 'Capital to 'Stock'.


(iii)
The spare will be entered in the Priced stores with values based on the relevant 'S' series vouchers. In those cases where the values are included in the value of the machines, some assessed values should be given to the spares with corresponding reduction of the capital value of plant or machines.

Classification of Spares

753.
A store will be "spare part" if the following conditions are fulfilled:-

(a)
It is a store, which can in practice conveniently be held in stock even though, if abnormally bulky, some special arrangements for storage may have to be made possibly involving some other individual having the immediate custody on the Store Holder's behalf.

(b)
It is a store which immediately on its being drawn from stock can, in practice without delay be embodied in a machine or plant where in the ordinary sense it looses its identity, at any rate for the time being while so embodied is a machine or plant.

(c)
There is ordinarily no prospect of its being subsequently returned to stock as the same store if there is subsequently occasion to disassemble it from the machine or plant and return it to stock this would ordinarily be for the reason that it is work out and it would therefore return to stock as repairable or unserviceable i.e. as a store different in condition from that in which it was previously held in stock.

(d)
If the store is so disassembled from a machine or plant, the conditions are that it would be necessary to replace it in the machine or plant by a store of the same nature for the machine or plant to be completed and capable of functioning or at any rate functioning efficiently.

Illustrative examples-Spare parts


Bearings, B-belts, Crankshafts, Armatures, Commentators, Armature Coils, Carbon brushes

Not Spare Parts

Tools Holders, Dividing Heads, Cutting tools such as grinding wheels or Milling Cutters

Note-These do not comply with condition 'C' above.

Block Register

754.
The accounts of Capital Assets in the factories are maintained in two Block Registers on IAF (Fac) 77 by Accounts Office. One for Building items and the other for Machinery items. While the Block Register for Machineries will show only the Book Value of the Machinery, a complete record of accounts of the Building items of the factory will be maintained showing the depreciated value of the Buildings at the year-end. Block Register for Machineries will continue to show only the Book Value as it should remain in perpetuity whereas Block Register for Building and other items etc. will show: -


(i)
the original purchase value


(ii)
first year's depreciation charges

(iii)
opening balance of the book value of Capital Assets other than Plant & Machineries (depreciated book value in the case of depreciable items)


(iv)
additions during the year.


(v)
reduction during the year (including the annual depreciation) and


(vi)
the closing depreciated book value at the end of the year.

`
The register will be submitted to the A.O. on the 1st of each month.

755.
 Machineries and electric installation will be accounted for in the machinery block register on a Section wise/cost centre wise basis and separate pages will be allotted for each section/cost centre.

756. 
Separate pages will be allotted for each type of building in the 'Building Block Register".

757.
 An index will be maintained at the beginning of each register indicating the relevant page number for each type of Building or for each section in the case of machinery items in the respective block registers. All uninstalled 'Plant & Machinery' will be entered in the 'Suspense Section' of the Block Register'.

758.
Entries regarding original purchase value, first year's depreciation (except machinery items), opening balance of book value of each asset, additions and reductions during the year, annual depreciation charges and closing depreciate book value (except machinery items) will be posted under appropriate columns.

759.
Blank

760.
For purposes of identification, a register number is allotted by the factory to each Capital Assets and the number is marked in the Block Register.

761.
Additions and reductions in the value of Capital Assets (other than depreciation) are noted in the Block Register on the strength of Capital Series (Building or Machinery) Vouchers. Such vouchers when received from the factory will be scrutinised to see that they contain the following information:-


(i)
The register number of the machine or the identification number of the building, together with the assessed or actual cost, as the case may be, is noted in the case of all new assets brought on charge. Electric fans, telephones, steel furniture, motorcars, lorries etc. will also be identified by register numbers


(ii)
All additions and alternations are linked with identification number or the register number of the original asset.


(iii)
The name of the section/cost centre in the Capital Block Register under which the asset is borne is noted on the vouchers.


(iv)
In the case of electrical mains and meters, electrical installation and fans in industrial buildings and on the factory estate other than quarters and telephone and telephone main, the fact that such items are depreciable at 6 1/4 is noted on the vouchers.


(v)
In the case of alteration, conversion, removal, re-erection etc. of a portion of a building or a part of a machine, the assessed cost of the portion of the original asset to be written off is shown in the voucher.


(vi)
In the case of break up or demolition, the nature and cost of resultant scrap is furnished.


(vii)
When assets are sold, the value realised together with the number and date of the relevant sale account and that of the treasury receipt is noted. A Sale Register will be maintained by the Accounts Office in the following proforma for the purpose of watching the recovery or adjustment of items of machinery sold or transferred from the factory: -

---------------------------------------------------------------------------------------------

Issue Vr.


Particulars

Qty.

Book

No. & Date






Value

---------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------

Rate at


Name of

Amount
Remarks

which sold

purchase

realised

---------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------

(a)
Full particulars will be entered when an item of machinery is sold or transferred.

(b)
When a treasury receipt is received for the amount realised or adjustment is made for transfer of the asset suitable entries to the effect will be made in the "remarks" column.

(c)
The register will be submitted to the Accounts Officer on the 1st of each month.


Information on the above lines should be obtained in respect of the M.E.S. Statement of Expenditure.

Depreciation on Plant and Machineries

762.
According to the principle, there should be no depreciation on Plant and Machineries. But Renewal Reserve Fund expenditure will be worked out with reference to depreciation formula followed erstwhile with slight modification. Although a straight-line method will be adopted for all assets of the factory, the depreciation will be computed based on the period for which the Plant and Machineries were expected to be in use and not on usage basis. The depreciation so calculated will be charged to production as Renewal Reserve fund in the usual manner by booking to work order No. 02/00042/00 in respect of depreciation, hereinafter, called as Renewal Reserve Fund equivalent to depreciation of Plant and Machinery under Capital Grant and to Work Order No. 02/10042/00 in respect of depreciation, hereinafter, called as Renewal Reserve Fund equivalent to depreciation of Plant and Machineries under Renewal and Replacement.

763 to 774 Blank

Physical verification of machinery/building etc. items

775.
Verification of all items of Capital Assets of the factory will be carried out annually by the stock verification group of the OFB with reference to the entries in the Block Registers. The stock verification Group will initial against the block register items in token of such verification each year. A report thereto will be received in the Accounts Office and settlement of the discrepancies reported will be watched by the Accounts Officer and any point of interest reported to the CC of A (Factories).

776.
The General Manager will also maintain lists of all assets under Plant and Machinery etc. Separate lists will be maintained for the different shops and these will be in accordance with the entries in the Block Registers of Machinery etc. maintained by the Accounts Officer.

777.
The General Manager will maintain a "Register of Permanent" and "Temporary" buildings in which will be entered every buildings etc. in his charge.

778.
Register of Factory Permanent and Temporary buildings will be maintained by the General Manager of Factories in duplicate. Corrected copy of the register will be sent quarterly to the Accounts Office for reconciliation of Register of Building with Block Registers for audit.

779.
The General Manager is responsible for ensuring that the Register is corrected upto date and correspond to the existing permanent and temporary buildings.

780.
Permanent and temporary buildings and other structures which form part of water supply, electrical or sewage purification installation will be shown separately in this register.

Un-installed plant and machinery

781.
In order to find out cases of un-coordinated planning in the acquisition of plant and machinery and of those which involve blocking of substantial capital and to draw the attention of the management thereto, Accounts Officers will carry out a review once every quarter of the items of plant and machinery held in the suspense section of the Block Registers. All cases of uninstalled plant and machinery that would come to their notice in the course of their review will be taken up with the management with a view to ascertain the reasons for non-installation and to urge them to take action towards installation or disposal thereof. A quarterly reports in two parts as mentioned below will be prepared by the Accounts Officer in triplicate and two copies thereof forwarded to the Management with a request to return one statement with columns (4), (7) and (8) in Part I and columns (5) and (6) in Part II filled in by them.

Part-I

1.
Serial Number

2.
Description of the item, with registration Number.

3.
Date of procurement (or month of preparation of Receipt voucher, if date of procurement is not known).

4.
Purpose of procurement.

5.
Original Book Value.

6.
Depreciated book value as on the last day of the quarter to which the report relates.

7.
Reasons for non-installation.

8.
Action for disposal taken, if any.

Part-II

1.
D.V. Number and month pertaining to advance payment/invoice No. and date/consignor, A.O.'s issue voucher No and date.

2.
Deatails of the plant/machine.

3.
Amount involved.

4.
R/R No. and date if any known.

5.
Whether received in the factory or not.

6.
If received, reasons for non-preparation of receipt voucher/non-installation.

782.
Based on the reports received from the Management, a half yearly report will be rendered to the CC of A (Fys) by the 15th April each year, showing the result of review in clear terms, divided into two parts, the first part to indicate overall position.


(i)
the value of uninstalled (excluding un-installed surplus) machines borne in the suspense section of the Block Register, the value should not include non-machinery items like tools, jigs, furnitures, fixtures etc. and machinery items which do not require installation. Number of machines affected and the oldest date of receipt as per Receipt Voucher.


(ii)
the value of Disbursement Vouchers pertaining to advance payments, invoice and consignor Accounts Officers issue vouchers, Number of machines involved and the oldest date of receipt of D.V. and the second part (i) to contain details of items of plant and machinery each valuing more than Rs. 10,000 which are required to be installed but are lying un-installed and (ii) other capital items such as tools, jigs, furnitures and fixtures.

783.
Any special features which will come to notice in the course of two directional review will also be incorporated in a Special Section.

Disposal of surplus plant and machinery as well as vehicles

784.
(i)
Plant and machinery as well as vehicles can be termed as surplus when the same cannot be utilised further due to the long services rendered by them/technical inefficiency/having been rendered obsolescent. They can be categorised as:-


(a)
Serviceable


(b)
Unserviceable


(c)
Repairable


(d)
Beyond economic repairs.


(ii)
The list of surplus plant and machinery as well as vehicles for which ultimate use is not foreseeable and for which replacement has already been received by the factory, should be circulated to all Ordnance Factories/Defence Installations. On receipt of a "Nil" reply from them, surplus report should be prepared in accordance with the exising instruction and submitted to the O.F.B. under the signature of the General Manager duly vetted and concurred by the Accounts Officer.


(iii)
According to the existing procedure, surplus machines as well as vehicles irrespective of categories mentioned in item (ii) of a above para having book value upto Rs. 20,000 in single category should be disposed off through factory management with prior approval of OFB and financial concurrence.


(iv)
For surplus machines as well as vehicles having book value more than Rs. 20,000 in single category irrespective of categories should be disposed off through D.G.S. & D. with the prior approval of OFB and financial authorities.


(v)
Disposal should be normally by auction sale through approved auctioners. Limited Tender may be resorted to with proper justifications and prior approval of OFB/concerned Member.


(vi)
At the end of each quarter, a report showing the value of surplus machines awaiting disposal should be furnished by the Accounts Officers to the CC of A (Fys) in the proforma given below. While compiling the report cases of costly/unutilised/scarcely utilised machines declared surplus should be highlighted with details.

Proforma for Report on the disposal of Surplus Plant and Machinery in Ordnance and Ordnance Equipment Factories

---------------------------------------------------------------------------------------------

No.




Numbers



Book Value




Current 

Progressive

Current 
Progressive

---------------------------------------------------------------------------------------------

(1)


(2)



(3)


(4)

(5)

---------------------------------------------------------------------------------------------

1.
Surplus machines,


(a)
awaiting disposal at the beginning of the quarter


(b)
Machines declared as surplus during the quarter.


(c)
Total of 1(a) & 1(b)

2.
(a)
Surplus machines out of 1(a) previously reported to OFB.


(b)
Surplus machines reported to DGOF during the quarter.


(c)
Total of 2(a) & 2(b)

3.
(a)
Surplus machines out ofr 2(a) previously sanctioned by the OFB for disposal (i) Departmentally (ii) by DGS&D


(b)
Surplus machines sanctioned for disposal by the OFB during the quarter (i) Departmentally (ii) by DGS&D.


(c)
Total of 3(a) & 3(b)

4.
Surplus machines disposed of during the quarter


(i)
Departmentally


(ii)
by DGS&D.

5.
Surplus machines awaiting disposal at the end of the quarter [1(c)-4]


(a)
Number of machines borne at Nil value.


(b)
Number of value of items of tools if any included and


(c)
Number and value of other items of machinery and exhibited 



below.

Note: - Break up of items 5.

(A)
(i)
Surplus machines not reported to DGOF 1(c) Minus 2(c).


(ii)
Surplus machines reported to DGOF but not sanctioned 2(c) Minus 3(c).


(iii)
Surplus sanctioned by the DGOF but not disposed of 3(c)-4.



Total Surplus

Annexure (B)


Costly installed surplus Plant and Machinery the residual value of which exceeds Rs. 50,000.

Note-B:
Expected sale value of machines sanctioned for disposal but not disposed of i.e., the number shown at Note (A) (iii) above should be indicated here, in consultation with the management.

For the next quarters report

Note (C)


The quantity figure for item 1(a)-item 5 of the Current Report


The quantity figure for item 2(a)-item 3-item A (i) of the Current Report.


The quantity figure for item 3(a)-item 2(a)-item A(ii) of the Current Report.

Write off of Capital Assets

785.
In the case of Capital Assets other than Plant and Machinery lost or discarded by sale, by break-up or by transfer to other Defence formation, the residual book value on the 1st April less proportionate depreciation for the period in use, in the year in which they are lost or discarded is written off the books. In the case of inter-sectional transfer of Capital Assets, depreciation is charged to the section in which the asset is borne up to the end of the month in which the transfer takes place and thereafter to the section to which it is transferred. The break-up of any capital asset requires the sanction of OFB. In the case of break-up of unserviceable fans, telephone or any other capital assets of similar nature replaced at the expense of the Renewal/Replacement, OFB's sanction is not necessary provided sanction for the replacement, which is ipso-facto a sanction for the break-up of the original assets, exists at the time of break-up.


So far as Plant and Machinery is concerned, the value of the Capital Assets once formed cannot be reduced unless it is washed away by natural calamities, accidents or if the service of the machine is no longer required. In that event only the Assets can be discarded, sold out, transferred to other Ordnance Factories and may appear in the Credit Side of the Capital Account with its original value.

Expenditure on Work

786.
All expenditure on works in connection with the Ordnance and Ordnance Equipment Factories should be recorded under Major Head 4076-Defence Capital outlay; Budget provision for the purpose will be made under the relevant heads. The Military Engineering Service carry out the Engineering 'Services' for Ordnance and Ordnance Equipment Factories, in accordance with the Regulations for the MES, Barrack synopsis. Separate budget provision for Revenue and Expenditure is made for such services, in the relevant Factory budget heads.

787.
The cost of the maintenance of building with their connected roads drains. Etc., will be met from the factories budget. If any of the buildings become obsolete or are no longer required owing to cessation of manufacture, they should be transferred to the Quarter Master General free of charge for disposal. All building thus transferred should be noted in the Register of Military buildings.

788.
General Managers are empowered to accept necessity and to issue administrative approvals to New Works. Special repairs and re-appropriation with the concurrence of the local Accounts Officer as mentioned below:-


(i)
Acceptance of      
GM 

Rs.10lakhs, 

necessity and administrative 

approval for new works, 

special repairs including 

incidental works like 

surveying, estimating etc. 

by Railways and other 

agencies except residential 

accommodations and

 amenity buildings including 

industrial and non-industrial buildings.

(ii) Demolition of  

GM 

Rs. 50,000 in each case 


building, 
within the factory estate by contract. All GMs would have full powers for demolition/disposal of condemned building through public Auction.


(iii)
Periodical services
GM 

Full powers


for industrial, non-

Jt. GM 
Rs. 5 lakhs


industrial and residential 


building.


Maintenance works,

GM Rs. 
1,00,000


Special Repairs.

Jt. GM Rs. 
5,000 in each case.

Note: These powers are applicable to both departmental and contract execution. Work upto the above ceiling may be combined for purposes of contracting upto Rs. 2 lakhs for GM and Rs. 1, 00.000 by others.


Re-appropriation of buil-

GM 

Full powers.


dings entailing no altera-


tion and no cost.


Execution of new works

GM 

Rs. 50,000


departmentally or through



in each case.


direct contracts.

789.
General Managers with have no financial powers for new construction of residential accommodation. New construction of residential accommodation will be sanctioned by OFB.

790.
The Revised Works Procedure of Defence Services has been made applicable to O.F.B. organisation. The General Managers are empowered to accept necessity and to issue Administrative Approval to New Works, Special Repairs and re-appropriation as indicated above.

791.
Consequent on the above, proposals will be received from the General Manager along with full details a draft sanction for Accounts Officer's concurrence. In addition to the Audit Procedure laid down in MES Accountants Manual and Office Manual Part VIII, the instructions laid down in Annexure 'A' to this Chapter will be followed before according concurrence to such proposals.

792.
Expenditure pertaining to Factory Works undertaken by the MES authorities are debitable to Major Head 469, Sub Major Head D Minor Head 1(a) 1, Expenditure will be audited by the CDA concerned and finally adjusted by them in their books. To enable the books of the C of A (Fys) being completed details of the charges booked in the account of the Controller of Defence Accounts will be furnished by them to the C of A (Fys) and/or to the Accounts Officers as outlined hereafter.

Annual Statement of MES Works

793.
The following statements of expenditure will be furnished annually by the MES authorities through the CDA concerned to the Accounts Officers of factories. Statements 'A' & 'D' will on receipt, be forwarded by the Accounts Officers to the Accounts Section of the main office for necessary action. The work detailed in the other statement will be brought on charge in the Block Register after verification by the factory authorities of the identification numbers and allocation to sections.


(i)
Statement 'A'-Showing expenditure chargeable to revenue i.e. on repairs and maintenance (not chargeable to Capital of Factory Buildings).


(ii)
Statement 'B' - Showing expenditure incurred during the year on "carry forward" works, which remained in-completed on the 31st March of the year.


(iii)
Statement 'C' - Showing expenditure on New Works during the year both under renewals/replacements and new capital.


(iv)
Statement 'D' - Showing expenditure on all items chargeable to renewals/replacements only during the year together with their respective allotments.

Incomplete Works

794.
Expenditure of items not completed during the year i.e. these which are in progress will be shown separately in the Block Register under 'Suspense' and when the works are completed in subsequent years, the total upto date expenditure will be transferred from suspense to the section in which they should be borne. No depreciation is charged on incomplete works shown under 'Suspense'.

Monthly statement of MES Works

795.
In addition to the statements referred to above monthly statement of expenditure pertaining to each factory will be rendered to the CC of A (Fys) by the GE's Unit Accountant. Copies of these statements will be furnished by the CC of A (Fys) to the Accounts Officers of the factories concerned, who will keep them in a separate file or post the details in a separate register, as convenient. The total of the amounts booked in respect of completed items of work only will be provisionally brought on charge in the Block Registers on 'B' series vouchers to be furnished by the Management, after adding thereto the necessary E.T.P. and audit charges. The amount thus arrived at will be adopted for the purpose of calculating depreciation with effect from the month following that in which the work is completed. The amount that is thus adjusted provisionally will be readjusted, if necessary, on receipt of the usual annual Statement 'B' and 'C' from the MES through the CDA concerned.

Works carried out departmentally


796.
The division of responsibilities between the MES and the factory authorities relating to the execution of work services for Ordnance and Equipment Factories is laid down in Appendix 'E' of Regulations for the MES (Reprint 1968), General Managers will have discretionary powers for execution of new works departmentally or through direct contract costing upto Rs. 50,000 if economical in which case funds are allotted to the factories for the purpose.

Adjustment of the cost of departmental capital works

797.
The labour charges incurred in connection with Capital Works carried out departmentally will, in the first instance, be charged to the detailed head "Pay and Allowances of IE" in the financial accounts and subsequently debited to the relevant detailed head under "Capital" by minus debit to "Pay and Allowances of IEs". Similarly, overhead charges and value of materials drawn for such 'Capital Works' will be debited to "Capital" by operating the deduct head "Value of work" done for the MES etc.

Service rendered by Private firms

798.
The cost of services pertaining to Capital Assets borne on the building Block Register rendered partly or wholly by outside firms/contracts, is also charged direct to capital and taken on the Block Register on the authority of 'B' series vouchers.

Incidental Expenses

799.
Incidental expenses such as cost of acquisition of land and legal expenses in connection therewith, incurred in respect of Capital Assets, will be adjusted by the Stores Section of Main Office on receipt of details from the Accounts Officers concerned. Such adjustments, as and when made will be intimated to the Accounts Officer of the factory concerned to enable the charges to be accounted for directly on Capital 'B' series vouchers prepared by that officer.

Depreciation of building

800.
(i)
All permanent building both industrial and non-industrial will be depreciated on the basis of uniform assessed life of 60 years after deducting the residual value equal to the normal amount of depreciation.


(ii)
The depreciation will be charged from the first of the month following that in which the building is ready for use in occupation.


(iii)
For temporary and semi-permanent building as also for hutted accommodation, life/lives will be assessed technically by the management in consultation with the MES representative and local AO/Jt. C of A and suitable depreciation rates arrived at. The re-assessed total value will not however be taken into consideration for the purpose of re-assessment of licence fee in respect of residential buildings.


(iv)
No extra depreciation should be charged for any buildings used for more than one shift.

Note:
In the case of buildings, which have outlived their normal lives, a Technical Board will reassess the life as well as the value of such buildings.

Register of Buildings

801.
The factory authorities will be responsible for the maintenance of the Register of Factory Buildings and assessment of rent in accordance with the rules as laid down in MES Regulations. For this purpose, the Garrison Engineer will notify the factory authorities the completion cost of the buildings as soon as the works are completed and also any amendments necessitated by works carried out by MES subsequently. The register of Factory Buildings will be compared with the Block Registers and any discrepancy brought to light will be taken up with the management of the factory. A certificate that such verification has been carried out will be furnished to the 'AA' Section of the CC of A (Fys).

Capital Service Extracts

802.
In regard to Capital Services undertaken by the factories departmentally, the cost of which is chargeable to New Capital or Renewals/Replacements, the previous concurrence of the Finance Division, OFB is invariably obtained before the issue of all Capital Service Extracts marked Class V and bearing special enfacement as to the new capital/renewal grant to which the cost is debitable.


This constitutes sufficient authority for carrying out such work to the extent of the funds allotted therefore. A separate letter of allotment to cover the expenditure on such departmental works is not necessary.

Factory Works Budget

803.
The expenditure on Ordnance and Equipment Factories work will be watched in the following manner: -

(a)
As soon as the factories work budget is approved, the OFB will make allotment for the sanctioned work and standing charges etc. to the MES authorities by commands and keep the balance as reserve with him under the various heads.

(b)
The local MES officers should apply for further allotment required by them before incurring any expenditure exceeding the sanctioned allotment by 5 per cent of Rs. 500 (whichever is less). Any amount not required by them should be surrendered to the OFB.

(c)
The requisition for funds and letters surrendering funds would be forwarded through the CDA concerned.

(d)
The CC of A (Fys) is required to keep an account of the reserves at the disposal of the OFB and all the modification made thereto from time to time.

(e)
In the case of capital works undertaken by the factories departmentally, the allotment and commitment are watched by CC of A (Fys) and Finance Division of OFB.

(f)
Discrepancies, if any, in respect of the balance available under the reserve as shown by the OFB and as worked out by the CC of A (Fys) should be brought to the notice of the OFB after one calander month from the issue of the OFB's letter or extract showing the position of the reserve.

Annual Statement of Capital Expenditure

804.
By the 15th November of each year, the Management will furnish to OFB, with a detailed statement showing the expenditure on all capital works during the preceding financial year through the local Accounts Office and the CC of A (Fys).

Sanction for excess expenditure

805.
The excess of the expenditure over the amount sanctioned in respect of a particular work chargeable to capital will require the same sanction as the original charge even after the close of the financial year. The ex-post-facto sanction of the Government of India covering the excess charges should be watched in audit by the Accounts Officer so far as expenditure on Capital Services incurred departmentally by the factories themselves, as distinct from the work undertaken by MES authorities is concerned.

Register of Sanctions and Expenditure

806.
Register will be maintained in the prescribed forms and all items of Capital expenditure e.g. purchase of machine, errection of machine etc. done departmentally with the sanction estimated value will be entered indicating also the grant from which the expenditure is to be met. The actual expenditure will then entered to watch that it does not exceed allotment. In the latter case, further sanction will be necessary which will be obtained by management. In brief, complete audit check with regard to capital grant etc. will be exercised by the Accounts Officer and necessary statistics should be maintained for this purpose. The Register is maintained in the following proforma: -


1.
Name of Work/Project etc.


2.
Head of account......................................




New Capital Grant




Renewals/Replacement




Amount sanctioned




No. & Date of sanction

---------------------------------------------------------------------------------------------

Month

Actual

Progres-
Savings/

Remarks




Expendi-

sive total
Excees




ture


of each
over







month

allotment

---------------------------------------------------------------------------------------------

1


2


3

4


5

---------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------


A separate page will be opened for each sanction of the item of expenditure.


Register will be reviewed by the Accounts Officer on 10th of each month

Register of Excess and Savings

807.
All excess and savings should be noted separately in a register to be maintained for the purpose by the Accounts Officer in the same proforma given under para 806 and report submitted by him to the CC of A(Fys). The CC of A (Fys) will consolidate the figures for all categories and take necessary action for the regularization of the excess after the close of the year. In reporting items of excess expenditure for regulation under the orders of the OFB or the Government of India during/after the year as the case may be, only such items where the excess expenditure amount to more than 5 per cent of the estimated cost should be reported.

Note:1-
Normal renewals/replacement once provided for in the renewals/replacement programme of a year should be treated as unforeseen items  and not as additional items if no included in the sanctioned estimates for those years. The OFB will be viewed as the authority competent to appropriate funds to meet the expenditure incurred, in respect therefore from his reserve for unforeseen items or from accounts on cancellation of normal like to like replacement items already included in the sanctioned estimates for the year affected. He is also authorised to appropriate funds from his reserve for unforeseen items under renewal/replacement to meet the cost of new items of work on like to like and normal Wear and Tear basis.

Note :2-
Whenever an item of work is sanctioned to be met from the OFB reserve for unforeseen items under renewals/replacements, the CC of A (Fys) is required to see in audit that the same is on like to kike and renewal wear and tear basis. For this purpose, the nature of the work sanctioned to be met from the grant will be clearly stated in each sanction.

Note: 3-
If in MES budget estimates, separate allotments are sanctioned for the cost and erection of particular machine, the two allotment should be taken together in determining where there is any excess over the sanctioned grant.

Re-adjustment of Expenditure under Different Heads of Accounts

808.
If a work is sanctioned by the Government of India to be met from Capital Grant in one year but is treated as for having to be met from Revenue Account in another year, necessary re-adjustment of the entire charges from the Capital Head to the Revenue Head should be made under the sanction of the Government of India in the following years accounts.

Purchase of Machines in-lieu

809.
One or more machines can be purchased in lieu of a particular machine sanctioned with OFB's prior concurrence. But in the case of the renewals/replacement items, it can only be done if the cost and the purpose for which the new items are required remain the same. Prior approval of the financial authorities is also necessary in such cases.

Accounting of Tools

810.
The term "loose plant and tools" shall include tools, jigs, gauges, fixtures, hand trucks, pulleys, benches, hardness testing apparatus etc. which are utilised in the factory as aids to manufacture. All items of loose plant and tools purchased or manufactured costing Rs. 10,000 and above are required to be capitalised. The tool costs as shown in the estimate inclusive of overhead should form the basis for deciding whether an item is to be treated as capital or not. The requirement of such tools is included in the annual demands and financed from the New Capital Grant. As an exception to the above, tools having shorter life of one or two years, though costing Rs. 10,000 and above should also be treated as "Revenue Items" and the cost thereof charged to production as above.

811. (i)
Tools and Gauges of standard type as well as tools for general shop used should be manufactured and required under indirect series work order 02/00019/00. Cost of these general and standard tools will be levied on jobs as an item of variable overhead. The last two digits of the work order 02/00019/00 will be utilised to indicate the Code Number of the user section to facilitate changing of the cost of tools to the variable overhead of the user section concerned.


(ii)
The tools, gauges etc., which are peculiar to a particular, out-turn will be manufactured on direct series work orders. These will be manufactured and repaired under the respective out-turn work order by allotting number to the main out-turn warrant.


(iii)
The rate and estimate section should authorise composite material warrants based on production programme of tools and corresponding standard Estimates for all items of tools using common unattractive material. The individual material warrant will be issued for jobs using costly and attractive materials to avoid risk of pilferage. The user section Code Number will be indicated in the last two digits of material warrants.


(iv) Manufacture warrant should be used separately for each tool.

       (v) The control over the expenditure against the indirect series work order 02/00019/00 should be exercised through quarterly budget of variable overhead.

Accounting procedure for tools costing Rs. 10,000 and above

812.
Tools Costing Rs. 10,000 and above both in Engineering Factories and other Factories are to be capitalised. The tool costs and shown in the estimate inclusive of overhead should be the basis for deciding whether an item is to be treated as capital or not. If it is to be capitalised, normal orders/procedure applicable for plant and machinery should be followed i.e.

(a)
These should be a Class V Extract.

(b)
Funds should be available.

(c)
'M' series vouchers should be prepared.

(d)
The voucher will be priced and details will be noted in the "Valuable loose plant inventory Register". This will form a part of the Machinery Block Register.

(e)
Value of the tools will be amortized.

(f)
Stock Verification will be carried out by the OFB stock Verifiers.

813.
In those cases where, production programme significantly changes from year to year requiring different degrees of utilisation of the capitalised tools, these may be amortised (rather than depreciated) over production during its good/useful life. The rate of amortisation will be assessed for each item of finished output depending upon the degree of utilisation of the concerned tool.

 
 For example, where the entire production Programme is phased out over different stages of manufacture from simple stage of manufacture involving simple assemblies, manufacture from simpler components to eventually more difficult components, suitable flat rates will have to be assessed for each stage of manufacture. The rate of amortisation will be decided by the General Manager in consultation with the AO/Jt. Controller of Accounts in Charges.

814.
There may be cases, where expensive tools costing Rs. 10,000 and above may be completely used up in a few years time. In these cases such expensive tooling with short lives should be separately listed out by the GM in consultation with his Accounts Officer/Regional Jt. C of A in charge of Group of Factories. These tools should be amortised over production during its good/useful life. A separate flat rate of amortisation for each item should be fixed so that total cost of the tools minus residual value is wholly charged off over production of the given quantity of item, which uses up the given tool completely.

815.
As the orders are effective from 1-4-1978, cases of small value tools capitalised on the basis of earlier orders, which have not been fully charged off, will continue to be borne on in the Block Register till they have been fully liquidated through normal depreciation under earlier orders.

Registers, Reports and Returns

816.
Lists of registers to be maintained together with their fly-leaf instructions and of reports and returns to be rendered are given in Annexure 'D' and 'E' to this chapter.

Renewal Reserve Fund

817.
(i)
Government has since approved the creation of Renewal Reserve Fund for the Ordnance and Ordnance Equipment factories which is different from the one prescribed earlier in this organisation. While the previous one was treated as a Capital expenditure, this will be a Revenue expenditure under consolidated Fund of India.


Nature of work that can be financed from Renewal Reserve Fund are Renewal/Replacement of like items or of those involving improvement in methods of operation and manufacture and all expenditure involving betterment in some form or other including modernizing of obsolescence items. The assets created out of Renewal Reserve Fund will be on like to replacement basis and will be financed entirely from Revenue Heads.


Production action will be the same as detailed in Para 737.


(ii)
Maintenance of Proforma Block Register


The Proforma Capital Block Register for machineries procured through Renewal Reserve Fund should be separately maintained. In this Proforma Block Register depreciation of each year worked out with reference to modified formula will be exhibited with no reduction of the Original Book Value. This Register will facilitate in future procurement of machinery on like to like basis.


(iii)
Disposal of Plant and Machinery under Renewal Reserve


Sale proceeds of machineries under Renewal Reserve Fund should be treated as deduction from expenditure and compiled to Code No. 01/813/01 (minus charge).


(iv)
Erection of Plant/Machinery Procured under Renewal Reserve Fund


Civil works to be carried out departmentally for machineries procured under Renewal Reserve Fund will be done under Work Order Serial No. '95' and the procedure for charging the expenditure after completion of work will apply mutatis mutandis here also as in the case of '04' series of Work Order. The civil works cost will, however, be booked to Code No. 01/813/01.


(v)
Charging of Renewal Reserve Fund

The entire amount will be transferred to Renewal and Reserve Fund in a year will be charged to Cost of Production as Overhead. Branch Accounts Offices should work out the depreciation in accordance with para 762 and booked to Work Order 02/00042/00 and 02/10042/00 and the same should be intimated to the Annual Accounts Section of CC of A (Fys), Main Office, so as to reach thereby by first of June every year. Annual Accounts Section of Main Office will work out the difference between the amount transferred to Renewal Reserve Fund and the sum total of the above two Work Orders. This difference will be distributed by the Annual Accounts Section to all factories as a part of "Central Administration Charges" on the pro-rata flash value of production of the year. These elements of "Central Administration Charges" will, however, be booked to Work Order No. 01/20033/00 in the name of "Central Administration Charges-R.R. Fund."


(vi)
Machinery purchased out of R.R. Fund for which payment has been made but not brought on charge during the year


If it so transpires that payment has been made for purchase of a machine but the same has not been received during the year, then the amount so paid cannot be taken to outstanding Asset Account, as the amount has to be charged to production during the year itself. In that event the receipt of Machine will be watched through a linking register to be opened for the purpose as per the existing Proforma shown in Para 738 ibid.


The Register will be subject to audit.
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ANNEXURE-'A'

PROCEDURE FOR DEALING WITH THE PROPOSALS FOR FACTORY WORKS PROJECT


Acceptance of necessity/Administrative approval is the authority for the Engineers (MES) for execution of works. Accordingly, the main aim of the scrutiny by A.O. prior to concurrence to such proposal should be to satisfy that necessity of the work proposed actually exists and the most economical proposition has been put forward. For this purpose, no hard and fast rule can be laid down. Monthly scrutiny of the proposal is to be carried out in a general way based on well-informed judgement and appreciation of each individual case.


The current orders governing the execution of Factory works are contained in Min. of Def. letter no. B/01247/Q3W (policy)/2119/SO-III/D (W-I) dated 18-11-68 and 001/E/B/7110/D dated 25-1-72 as amended from time to time (Revised Works Procedure). It will be seen there from that the main stages in a works project are as indicated below:


(a)
Acceptance of necessity.


(b)
Administrative Approval.


(c)
Appropriation of funds.


(d)
Technical sanction.


As acceptance of necessity (A/N) of the work should invariably proceed the sanction for its execution i.e. A/A, proposals relating to A/N should be progressed first, and this should be followed by proposals for A/A. As, however, the limit of GM's financial powers for A/N and A/A whether for (i) Non-industrial and (ii) Industrial building the same, it is quite likely that GM's might like to progress combined proposals for A/N in order to avoid delay in the execution of work.


In dealing with the proposals for Factory Works Projects (Industrial and Non-Industrial), the following points b kept in view:

I.
Acceptance of necessity (A/N)


(i)
In order to determine the CFA for A/N, indication of cost of project is prepared by the Engrs. (MES) on the basis of user's requirement. For this purpose, a Costing Reece Board is required to be held in terms of para 11 of E-in-C's Pamphlet No. 13. Holding of this board cannot be dispensed with under any circumstances. In should be seen that all proposals are supported by the Reece Board's proceedings and they are framed in accordance with the Board's proceedings and the items of work included therein are essential.


(ii)
Purpose for which the proposed construction(s) is/are required has to be seen. If in satisfaction of statutory requirement, the particular relevant statute should be ascertained (e.g. canteen under Factory's Act). The points to be seen should include such queries as, for example, how the purpose is served at present. Why the existing arrangement is not considered adequate, whether the possibilities of utilizing any surplus accommodation or any temporary buildings at the station which can be made habitable by carrying out repairs, additions and alternations have been examined and if so, with what results.


(iii)
What are the No and category of personnel proposed to be accommodated and whether the case of industrial and storage accommodation, whether the size of proposed accommodation is justified. Similarly in the case of industrial and storage accommodation, whether the size of accommodation is justified with reference to the number of machines to be installed and quantum of store to be stocked.


(iv)
Whether the scheme is complete in itself or whether it is a part of larger scheme. (Para 31 of MES Reg. refers). In the later case what is the total expenditure involved in the overall scheme as a whole and the number of phases in which it is proposed to carry out the scheme. As it will not be possible for A.O. to verify that the item of work proposed by G.M. is not included in any other proposal sponsored by OFB/Govt. on an All India basis, OFB has issued necessary instructions to the GMs of the factories to certify in all proposals that the item of work is not included in any other scheme/proposal under consideration of OFB/Government.


(v)
Proposals for industrial accommodation for housing, plant and machinery in anticipation of proper sanction of their procurement, should not normally arise. Proposal for industrial accommodation should be considered alongwith the proposals for procurement of plant and machinery and it should be viewed as a single project.


(vi)
Is the proposal based on current scales? (Scales are laid down in Barrack Synopsis, Scales of accommodation (War) 1944/Govt. orders)


(vii)
How the requirements of pathways, roads and other external services have been assessed and whether they have been reduced to the minimum and all avenues of economy explored. For this purpose, the proposed lay out of the building and that of the factory may be consulted.


(viii)
Whether the site selected for the proposed construction is Government land. If not, the necessity for and economy of acquisition of private land and construction thereon should be examined.


(ix)
In regard to proposals for augmentation of water and power supply, the total requirements, the rated and the present output, and their source and the deficiency should be looked into. How the deficiency is being met till the time of the proposal should be seen. How the requirements have been stipulated except for consumption of water for domestic purposes. The power and water requirements for purposes other than domestic consumption are assessed by the competent authority. The current scales for consumption of water for domestic purposes are as under: -


25 galls per day per individual Plus 15 galls per day per individual if water borne sanitation is provided/contemplated


In assessing the requirements of water for domestic consumption, number in each family should generally be taken at 4 or 5.


In the case of proposals for replacements/renewals when the buildings were originally constructed, whether the buildings have outlived their normal life (this should be certified by the MES authorities) and what would be the residual life of the buildings after renewals/renovation and whether it would be an economical proposition vis-à-vis new construction.


No proposals involving a new practice/policy or which may have repercussions on other factories or other Arms of services should be considered.

II.
Administrative Approval (A/A)


(i)
To enable the Engineer to prepare detailed estimates (approximate estimate) a sitting Board is held as required under para 11 of E-in-C's Pamphlet No. 13. It should be seen that the proposal for A/A is accompanied by the sitting Board proceedings and the estimate has been prepared in accordance with the Board proceedings. In no case, the Holding of Board can be dispensed with. In the case of combined proposals for A/N & A/A, only one Board is held, which is called 'costing Reece-cum-sitting Board' and its proceedings should accompany the proposal. As the detailed estimate is available, no separate indication of cost for A/N is necessary in this case.


(ii)
Any provision in the estimate, not recommended by the Board, should be satisfactorily explained.


(iii)
Lights and fans etc. are according to the authorised scales. (Scales are laid down in barrack Synopsis and scales of accommodation (War 1944).


(iv)
If any item of demolition is included in the estimate, it should be seen that credit for the materials recovered from demolition is afforded in the estimates.


(v)
Fluorescent Lighting is authorised only in 'Industrial buildings'. Only these buildings, which are directly connected with production, should be viewed as 'Industrial' for this purpose. It should be seen that provision of fluorescent lighting is not made in Administrative Buildings. Storage accommodation, Canteen etc


(vi)
Estimates should be checked arithmetically. It should be seen that in approximate estimate Part I, contingency has been provided only at 3% and Establishment charges at 2%.


(vii)
In regard to the technical scrutiny of the estimates, it should be seen how the rates adopted in the estimate compare with rates for similar work sanctioned in the past in the station and certification of the S.I. (Fys) should be looked for in respect of correctness or otherwise of the estimates from technical point of view.


(viii)
In the matter of specifications, it is for the Engineers to ensure that current specifications have been adopted. If any higher specifications are proposed, detailed reasons therefore, should be ascertained. For example, normal flooring for buildings is either of brick or cement, if mosaic flooring is proposed, it should not be accepted.


(ix)
As for the incidence of cost for financing of repairs, renewals and replacements, it should be ensured that provisions contained in M of D letter No. 020/E/ B (Pt.) 2338/II/D (Fy) dt. 10-9-69 has been followed.


(x)
If any additions become necessary through revision of scales or establishments or for other administrative reasons, a supplementary estimate is prepared and fresh acceptance of necessity and admin approval obtained from the competent authority empowered to accord such approval to the entire work i.e. to the original and supplementary ones, together as one item.

III.
Technical Sanction


This sanction is accorded by the Engineers for each A/A issued AOs need not look for such sanctions.

IV.
Allotment of funds.


It should be ensured that the G.M. places funds at the disposal of the Engineers only in respect of sanctioned works and to the extent likely to be spent by the Engineers during financial year.


5.
As regards the proposal for re-appropriation, it should be seen that (i) Re-appropriation is for authorised purposes.


(ii)
Quarters proposed for re-appropriation are surplus to requirements.


(iii)
Re-appropriation does not lead to demand for new construction at a latter date and will not involve any loss of revenue to the state. No proposals for new construction relating to residential accommodation should be accepted as residential accommodation has been specifically excluded from the scope of powers delegated to GMs.


6.
As it is necessary that sanctions for the execution of works should issue promptly, Accounts Officers should try to finalise all points of doubt arising in the scrutiny of proposals as quickly as possible.

ANNEXURE 'B'

INFORMATION REQUIRED AGAINST NEW CAPITAL DEMANDS

1.
Whether the necessity of new Demand is:-

(a)
To balance the existing Capacity, if so

(i)
State the particular operation done on the machine(s) and its existing capacity vis-à-vis the capacity desired of the machine.

(ii)
How is the bottleneck being overcome new?

(iii)
If the additional capacity is desired to meet a fresh demand known either for a defined period or of a permanent nature. State the particulars of the demand.

(b)
To increase the existing capacity in view of increase of production:-

(i)
Full details of the load on the proposed machine should be indicated.

(ii)
How the requirements are being met at present.

(iii)
Same as (a) (iii).

(c)
For a new items of production:-

(i)
What are the particulars of work.

(ii)
Is the machine required for meeting a demand by Services? If so, what is the size of demand known either permanently or for a defined period.

(iii)
What is the capacity of the proposed machine when compared to the size of demand as per (ii) above? If the capacity of the machine is appreciably higher than the size of demand, is the proposed machine the most economical to buy?

(d)
To reduce manual labour.

(i)
What is the anticipated saving per month in the expenditure on manual labour.

(ii)
As against (i) what will be the expenses incurred per month in operating the proposed machine.

(e)
To modernise the plant-full details of the saving expected in labour and materials (direct & indirect) together with any additional advantages of modernisation should be stated.

(f)
Required as a stand by to meet emergency in break down.

(i)
State clearly the reasons for having a stand-by plant.

(ii)
Existing stand by plant, if any should be given.

2.
State if the demand cannot be met from:-

(a)
German Reparation Machines offered or allocated, and

(b)
Known surpluses in other Factories or Government departments.

3.
State, with reasons, if there is any urgency regarding delivery.

4.
Where the quantity required is more than one, state if the purchase can conveniently be spread over more than one financial year.

5.
State if:-

(a)
Industrial buildings/accommodation will be available for installation of the plant.

(b)
Demand is being put up separately for extension/additional space.

ANNEXURE 'C'

INFORMATION REQUIRED AGAINST REPLACEMENT / BETTERMENT DEMANDS

1.
Registered number of the Plant and Machine to be replaced together with:-

(a)
Date of original purchase

(b)
Original cost

(c)
Book value, and

(d)
Condition (whether beyond economical repair) may be stated.

2.
State if the demand cannot be met from:-

(a)
German Reparation Machines offered or allocated, and 

(b)
Known surplus in other Factories or Government Departments.

3.
State, with reasons, if there is any urgency regarding delivery.

4.
Where the quantity required is more than one, state if the purchase can conveniently be spread over more than one financial year.

5.
State, if:

(a)
Industrial buildings/accommodation will be available for installation of the plant.

(b)
Demand is being put up separately for extension/additional space.

ANNEXURE 'D'

LIST OF REGISTERS MAINTAINED IN THE COSTING SECTIONS AND THEIR FLY LEAF INSTRUCTIONS.












Para

1.
Register of warrants






621(b)

2.
Cost Card Register






622

3.
Register for fictitious Work Order & Warrant No.

626

4.
Register for comparison of cost of common item 


of production between Factories




643

5.
IFD Variance Register





670 (d)

6.
Linking register for capital assets




738 & 714

7.
Machinery Sales register





761(vii)

8.
Register of sanctions of expenditure



806

9.
Register for superannuation charges



581

10.
Register for Supplementary Work Order 


Note under


drafts and non-recurring rates




para 621

11.
Schedule of P/Issue vouchers




671

12.
Block Register






754

13.
Register for Watching Treasury Receipt


761

14.
Register of Extracts






607

15.
Schedule of Capital Series Vouchers



750

16.
Register of quotations for payment Issues


670

17.
Register of payment services




670

18.
Register of sanctioned losses

19.
Register of IFD's






608

20.
Register of Excess and Savings




807

---------------------------------------------------------------------------------------------

Note :
Fly leaf instructions in respect of Registers at 1 to 10 above have been incorporated in the relevant para noted against each.


For Fly leaf instructions in respect of serial No. 19 see OM Part II, Vol. II, and Chapter on Store Audit Section.

ANNEXURE 'D'

Serial No. 11


Fly leaf instructions for the maintenance of register of supplementary work order drafts and non-recurring rates.


Authority: Para 621, Chapter VIII, Section I, OM Part VI.

Object:  To watch the progress of receipt and disposal of supplementary work order draft estimates and non-re-recurring rates.


The Register will be maintained in the following proforma-

---------------------------------------------------------------------------------------------

Serial
    Number & date      Standard estima-      Revision of
Date of
     Date of    Date of

No.
  of supplementary      tes of non-         piece work      receipt in the  sending to    return from


work order draft
  recurring rates
      rate Forms
      Accounts
   Material
Material









        Office
    Section
Section

-----------------------------------------------------------------------------------------------------------------------

1

2


3

4

5

6
  7

-----------------------------------------------------------------------------------------------------------------------

Work Order No. Original estimate    For S.W.O.D. & N.R.R.   
Date of amendment Remarks number and Date in respect of revision
---------------------  
of estimate as per

of piece work rate forms

Quantity
Value
revision of piece










work rate forms

-------------------------------------------------------------------------------------------------------------


8



 
9

 10

11

   12

-------------------------------------------------------------------------------------------------------------


2.
All details commencing from the preparation of the documents upto the point of completion of the work will be entered in this register.


3.
The entries in the register will be made according to the dates of receipt of supplementary work order drafts and non-recurring rate forms.


4.
The register will be submitted to the Accounts Officer on the 1st and 15th of each month.

ANNEXURE 'D'

Serial No. 12


Fly leaf instruction for the maintenance of register of schedule of 'P' issue vouchers.


Authy : Para 671, Chapter VIII, Section I, OM Part VI.

Object: To arrive at the value of issue from production to various formations such as other factories, Inspectorates, MES, Air Force, Navy, own factory stock, private and other Government departments etc.

The register will be maintained on I.A.F. (Fac)-36


2.
All 'P' voucher numbers will be entered in a serial order every month.


3.
As and when the vouchers are priced, the amount will be posted in separate columns opened for various classifications and also in the total column.


4.
A monthly total will be struck under each classification column.


5.
A summary of voucher numbers missing or not accounted for during the month will also be given at the end of the postings.


6.
The register will be submitted to the Accounts Officer on the 15th of each month.

ANNEXURE 'D'

Serial No. 13


Fly leaf instructions for the maintenance of Block Register.


Authy : Para 754, Chapter IX, Section I, OM Part VI.


Object: To maintain a complete record of the accounts of the capital assets of the factory and to ascertain the depreciated value of the assets at the end of the year.


The register will be maintained on I.A.F. (Fac)-77.


2.
Separate registers will be maintained for buildings, machinery and electrical installations. Separate pages will be allotted for each type of building in the building block register.

3. (a)
Machineries and electric installations procured under N.C. Grant & Projects will be accounted for in the machinery block register on a section-wise basis and separate pages will be allotted for each section.


(b)
Machineries procured under R.R. Fund will be accounted for in a separate Register named as Proforma Block Registers vide para 817.


4.
An index will be maintained at the beginning of each register indicating the relevant page number for each type of building or for each section in the case of machinery items in the respective block registers.


5.(a)
Entries regarding the original purchase value first year's depreciation, opening balance of book value of each asset, addition and reduction during the year, annual depreciation charge and the closing depreciated book value will be posted under the appropriate columns in the cases of Building and other items only.


(b)
As regards plant and machineries procured under "N.C. Grants & Project" as well as "RR Fund" entries will be made as indicated in paras 754 and 817, respectively.


6.
The register will be submitted to the Accounts Officer on the 1st of each month.

ANNEXURE 'D'

Serial No. 14


Fly leaf instructions for the maintenance of register for watching treasury receipts.


Authy : Para 761, Chapter IX, Section I, OM Part VI.


Object: To record the receipt of the treasury receipts and to watch the final adjustments thereof.


The register will be maintained in the following Proforma:-

---------------------------------------------------------------------------------------------

Sl.    Name of        Number       Details of       Total      Classification
Month's
      Remarks

No.
treasury     & date of       vouchers to   amount of
code head
account in




Treasury      which the      treasury

             which adjus-




receipt
treasury
       receipt

               ted





             receipt





             pertains

-----------------------------------------------------------------------------------------------------------------------

1
2

3

4

5
    6

    7

8

---------------------------------------------------------------------------------------------


2.
As and when the treasury receipts are received in the Accounts Office, columns 1 to 6 will be posted and column 7 will be completed after the amount has been included in the month's account.


3.
The register will be submitted to the Accounts Officer on the 7th of each month

ANNEXURE 'D'

Serial No. 15


Fly leaf instructions for the maintenance of register of Extracts


Authy: Para 607, Chapter VIII, Section I, OM Part VI.


Object : To watch progress of completion of Extracts


The register will be maintained in the following Proforma:-

---------------------------------------------------------------------------------------------

Sl.
Extract Number
Quantity      Page number       Quantity
  PDC as per     Actual
Remarks

No.
   & date
         of value      of warrant
         completed   extract         month of






       register


                       completion

_______________________________________________________________________________

1

2

3

4

5

6
    7
      8

______________________________________________________________


2.
A separate part will be maintained for each class of extracts.


3.
Postings will be made according to the dates of receipts of extracts.


4.
Column 4 should show the serial number and page number of the warrant register in respect of all warrants, issued under each extract.


5.
When an extract is completed, the work "completed" will be written in column 6 against the entry concerned.


6.
The register will be submitted to the Accounts Officer on the 10th of each month.

ANNEXURE 'D'

Serial No. 16


Fly leaf instructions for the maintenance of schedules of Capital series voucher.


Authy: Para 750, Chapter IX, Section I, O.M. Part-VI.


Object: To ensure the receipt of all 'B' and "M" series vouchers prepared by the factory and also to find out the value of issues to various factories, etc. in respect of capital assets of the factory.


The register will be maintained on IAF (Fac.)-36, separately for buildings and machinery (receipts and issues).


2.
All the vouchers will be posted in a serial order every month.


3.
As and when the vouchers are priced, the value will be posted in separate opened under various classification heads and also in the total column.


4.
A monthly total will be struck under each column.


5.
The register will be submitted to Accounts Officer on the 15th of each month.

ANNEXURE 'D'

Serial No. 17


Fly leaf instructions for the maintenance of register of quotations for payment issues.


Authy: Note under Para 607, Chapter VIII, Section I, OM Part VI.


Object: To watch whether the quotations offered to civil trade are in conformity with various Government orders issued from time to time.


The register will be maintained in the following Proforma:-

______________________________________________________________

Sl. 
Civil
    Nomencla-     Maximum
Minimum    Rate quoted
    Quantity
Remarks as to

No.
Trade
     ture of
     cost
             cost
       to trade
   

whether the


Estimate the item







quotation is


Number & date







in conformity












with various












Government












Orders

_______________________________________________________________________________

1
2

3

4

5
6

7

8

______________________________________________________________

2.
On receipt of the approved copy of the priced estimate or other communications in the accounts office, the various columns of the proforma given above will be completed.

3.
The register will be submitted to the Accounts Officer on the 7th of each month.

ANNEXURE 'D'

Serial No. 18


Fly leaf instructions for the maintenance of register of payment services.


Authy: Para 670 (Note 2), Chapter VIII, Section I, O.M. Part VI.


Object: To watch the recovery of value of stores issued on payment to other civil departments, factory personnel etc.


The register will be maintained on I.A.F. (CDA) 615 modified as under:-

______________________________________________________________

Sl.
No. &     To whom     Amount      Amount    When & how    Initials of SO (A)/
Remarks

No.
Date of   Issued
    Recoverable
recovered recovered &
   AAO/AO


Issue





    adjusted


Voucher

______________________________________________________________

1
2
       3
         4
  5
       6            
7
             8

______________________________________________________________


2.
Separate folios will be allotted for each month.


3.
The voucher number will be recorded in a serial order.


4.
Details regarding number & date of relevant treasury receipt on which the amount was deposited and the month's account in which it was adjusted or the number & date of transfer entry through which the debit was raised will be noted in column 6.


5.
The register will be submitted to the Accounts Officer on the 7th of each month.

ANNEXURE 'D'

Serial No. 20


Fly leaf instructions for the maintenance of register of IFDS.


Authy: Para 608, Chapter VIII, Section I, O.M. Part VI.


Object: For ensuring in audit that the quantity ordered against IFD is not exceed in the actual manufacture.


The register will be maintained in the following proforma:-

______________________________________________________________

Sl.

IFD No.
Quantity
Wt. No.

Quantity
Quantity
Remarks

No.

& Date
Ordered


Ordered
manufactured

______________________________________________________________

1

    2

   3

4

  5


6
    7

______________________________________________________________

2.
Postings should be made according to the dates of receipt of IFDS.

3.
Details will be recorded separately for each Factory by allotting separate pages.

4.
The register will be submitted to the Accounts Officer by 15th of each month.

ANNEXURE "E"

(Referred to in Para 593, 722 and 821)

LIST OF IMPORTANT REPORTS AND RETURNS DUE FROM COSTING SECTION

______________________________________________________________

Sl.

Name of Report & Return

To whom due
Due date to reach destination

No.

_______________________________________________________________________________

1



2



3


4

_______________________________________________________________________________

Monthly

1.
Cost & Financial Review Report
CC of A (Fys) PR
1st of the 2nd Month follo-







Section


wing to which it relate.

2.
Punching Media and Transfer entries CC of A (Fys)
Weekly Batch 7th, 14th, 21st


& Last Batch Certificate

EDP Section

& then daily basis till 5th of










the month following.

3.
Transfer Voucher & Allocation Sheets -do-

13th of the following month

4.
Monthly Status of Work Report
CC of A (Fys)

20th of the Month following







PR Section.

5.
Monthly Expenditure Return on Projects-OFB/CC of A (Fys)
-do-







PR Sec/GM of the fac-







tory.

6.
Liquidation of Outstanding Warrants-OFB/CC of A (Fys)

-Do-







PR Section

7.
Cost Card of Completed Warrants--GM of the Factory

-Do-


the cost of which vary by 10% or more


than the Estimated Costs.

8.
Report on the Expenditure on Repair-Finance Division, Ord.    -25th of the month following


& Maintenance of Buildings (only when
Fy. Board


considered abnormal and unjustified by


the Accounts Officer).

9.
List of "P" Vouchers relating to I.D-  Accounts Officer con-  -By the end of the month follo-


& Stock



     cerned/"M" Section
     wing.

10.
Progress to Issues to Army
- CC of A (Fys)

     -20th of the month following.







PR Section.

_______________________________________________________________________________

1



2



3


4

_______________________________________________________________________________

Quarterly

1.
Maintenance & Closing of Cost Cards.
CC of A (Fys)
15th of the 1st Month of the 








PR Section
Next Quarter.

2.
Report of Financial Advice.

CC of A (Fys)
3rd of the Month following the








FA Section.
Quarter.

3.
Report on Audit of Cost System.

-Do-

10th of the month following










the Quarter.

4.
Report on Regularisation of Out-

CC of A (Fys)
10th of the 2nd Month follo-


standing Rejection Losses.

PR Section
wing the Quarter.

5.
Report on Disposal of Surplus Plant
-Do-

10th of the 2nd Month Follo-


and Machinery





wing the Quarter.

6.
Statement of Outstanding Payment Issue.
CC of A (Fys)
10th of the Month follo-








"S" Section.
wing the Quarter.

7.
Report of Variable Overhead Charges.
OFB/CC of A (Fys)-12th of the 2nd Month follo-








PR Section/GM of
wing the Quarter.








the Factory.

8.
Report of Fixed Overhead Charges.
-Do-

15th of the 2nd Month follo-










wing the Quarter.

9.
Cost & Financial Review Report.
CC of A (Fys)

1st of the 2nd Quarter Follo-







PR Section.

wing to which it relates.

10.
Financial Progress Report on Projects -GM of the Factory
15th of the Month following










the Quarter.

11.
Exhibition of Rejection Losses in Appro-
CC of A (Fys)
20th of the Month following


priation Accounts



PR Section
the Quarter.

12.
Report on Special Unusual Features.
-Do-

25th of the 2nd Month follo-










wing the Quarter.

13.
Report on Concurrent Review of Cost
CC of A (Fys)
25th of the 2nd Month follo-


and Production Activities in Ordnance
PR Section
wing the Quarter


Factories.

14.
Report on Finalisation of Provisional
-Do-

20th of following month of


Piece Work Rates.




the Quarter.

15.
Report on Uninstalled Plant and Machi-
-Do-

25th of the 2nd Month follo-


neries.






wing the Quarter.

HALF YEARLY

1.
Statement showing rates of Impor-
CC of A (Fys)
25th May/November.


tant Output Items pertaining to Class
"AA" Section.


I & III Extracts.

2.
Basic Rates



Fin. Divn/OFB CC of
30th June/31st December.







A (Fys) "AA" Section.

3.
Research & Development Expenditure
CC of A (Fys)
31st May/30th November.


Introduction of Suitable Machinery to
PR Section


watch that it does not became infructuous.

4.
Self Contained Report on Project


-Do-
30th June/31st December

5.
Trade Purchase resorted to consequent on

-Do-
15th June/December


Short/Non Supply of I.F.D. Items

6.
Slow and Non-Moving Stores (P.P.L.

-Do-
2nd Month following Half-Year.


Items).

ANNUAL

1.
Annual Audit Certificate.


CC o A (Fys)
On or before the date pres-








FA Section
cribed for the year.

2.
Statement showing estimated credit to
CC of A (Fys)
25th September.


Renewal Reserve Funds


AA Section

3.
Annual Production, Finished Stock
-Do-

On or before the date pres-


and Capital Accounts with Subsidiary


cribed for the year


Statements.

4.
Report on Variation in I.F.D.

CC of A (Fys)
After Close of the Annual


Transaction
PR Section
Accounts.

5.
Exhibition of Rejection Losses in

-Do-

30th April


Appropriation Account

6.
Report on the Performance of the

-Do-

After Close of the Annual


New Factory/Project




Accounts.

7.
Report on Inventory of Immovable
-Do-

31st December.


Properties belonging to Factories.

8.
Annual Forecast Budget of Variable-OFB/CC of A (Fys)
10th of April


and Fixed Charges.

     PR Section/GM







     of the Factory.

9.
Report in respect of Abnormal
CC of A (Fys)

After the Close of the Annual


Manufacturing Losses Kept Out of
PR Section
Accounts.


Production during the Year
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CHAPTER-X

RECONCILIATION OF COST AND FINANCIAL ACCOUNT

Basic Principles

836.
The object of reconciling cost with Financial Accounts is for ensuring that the data presented are correct as per financial data and that no item of expenditure is left out. Certain items of expenditure on purchase of stores appear in the 'Cost Accounts' as value of direct and indirect stores, consumed. The value of closing stock plus value of stores consumed less opening stock represents the difference between value of stores received from outside including surpluses and stores issued outside including losses. While direct reconciliation with financial accounts is possible in the case of expenditure booked to the Head for "Incidental and Miscellaneous Expenditure", the figures in the Cost Accounts have to be derived as illustrated below: -

837.
The wages of Industrial Employees in any financial year booked to the financial head represents the payments due for the period from March of the previous financial year to February of the current financial year. The payments for March of the current year will be made in the next financial year.


In regard to labour charges incurred on 'Minor Maintenance Works', Departmental Capital Works' etc., transfer entries are made by crediting the financial heads for "Wages of Industrial Employees" and debiting the appropriate head for "Minor Maintenance", "Capital" etc. "Un-disbursed wages" as on 31st March are not reflected in the 'Cash Compilation'. In the case of 'Wages Lapsed' to Government, appropriate entries are made, debiting the head for "Wages of Industrial Employees" and crediting "Miscellaneous Receipt Head".

838.
Reconciliation between "Cost and Financial Accounts" is effected as indicated below: -

Financial Head


(i)
Pay and Allowance of Industrial Employees as per Financial Compilation for any year.

Add


(ii)
Pay and Allowance for March of the current year to be paid in April of the ensuing year.


(iii)
un-disbursed wages remaining unpaid on 31st March of the current year.


(iv)
Unclaimed wages lapsed to Government.


(v)
Labour charges incurred on Minor Maintenance work.


(vi)
Labour charges on Departmental Capital work.


(vii)
Labour charges on work debitable to "Incidental and Miscellaneous 



grant".









Total

(X)

Substract

(A)
Pay and Allowances of IES for March of the previous year paid in April of the current year.

(B)
Un-disbursed wages remaining unpaid on 31st March of previous year.









Total

(Y)

(X-Y) represents Net total.


This should agree with the total of direct and indirect labour.

839.
Similarly in the case of Capital works done departmentally, transfer punching media are prepared charging of 'Capital head' and relieving the Heads for "Labour Charges" and crediting deduct Head for "Material and overhead charges". The total expenditure on capital works as per financial accounts will agree with Cost Accounts.

840.
To facilitate reconciliation, integrated system of accounting is followed whereby the financial and cost Accounts are fully integrated. The "Capital outlay Account" is the Main Control Account. The balance of the "Capital outlay Account" viz. Net Capital should agree with the difference between the Debit and Credit side of the "Balance Account". The entire accounting system is based on the principle of Self-Balancing ledgers. "Details are available in the accounts for 'Stores Accounts', "Production Accounts", "Finished stock Account" and "Statement of Assets and Liabilities" for any financial year. The accounts are maintained in the "Principal Ledgers" (annexure-A). The Principal ledger is maintained for facilitating the preparation of consolidated Manufacturing Accounts and arriving at the Cost of Production under various categories. Entries in the ledger are posted from "Journal Entries" (Annexure-B) made out with reference to opening transactions viz. closing stock as on 31st March of the previous year, value of capital-Buildings, Plant & Machinery, Land etc. as on 31st March i.e. (i) Payments made upto 31st March for which stores etc. are to be received in the current year etc. (ii) Cash Compilation Statements (iii) Priced store Accounts (Receipts and Issues), (iv) Manufacturing Statements A and B, (v) Depreciation figures, closing value of Capital Assets etc. from Block Register for building and other items, (vi) Work-in-progress, finished stock in hand as on 31st March computed from the semi statements, production cards etc., (vii) Outstanding assets and liabilities as per different balances for stores, capital and other revenue transactions.


The heads of accounts in the principal ledger have been devised as to provide the information required for the compilation of final accounts and also for effecting a direct reconciliation of the figures compiled in the financial accounts with those compiled in the cost accounts to the extent they are so reconcilable. Strictly speaking, there is no item, which appears in the Financial Accounts of the factories, but does not appear in the Cost Accounts thereof. There are, however, items, which are initially brought into different ledger accounts, but ultimately kept out of production accounts of factories. These are expenditure on training scheme, abnormal profit or loss on sale of stores, cost of care and custody of surplus stock, cost of abnormal rejection and other infructuous expenditure as decided by the C C of A (Fys) to be kept out of production from time to time. On the contrary, there are items which although they do not appear in the Financial Accounts of factories, but they do appear in the Cost Accounts thereof. A few among these are, superannuation charges, assessed rent of rent free quarters, cost of central accounts and administration, departmental charges of on MES works, medical and surgical stores etc. A skeleton of the ledger showing the various accounts that are opened in the ledger, with details of debit and credit, heads under each, will be found at Annexure 'A' to this chapter. Annexure 'B' contains an explanatory note and shows:

(i)
The kind of journal entry to be made for each such head in each account;

(ii)
Sources from which figures should be extracted for posting into the ledger against each debit or credit head concerned in each of the ledger account:

(iii)
Explanations of peculiarities to be watched against each head in the accounts.

Details of various Accounts

841.
(a)
The double entry system of book-keeping is followed. For every debit entry there is a corresponding credit entry. Accounts which are purely financial i.e. contains details of payments made, receipts, payments made of which receipts are awaited and receipts for which payments are to be made. Thus in the Customs Duty Account at Serial 1 of Annexure A. Payments made during the year will comprise of:

(i)
Customs duty allocated to cost of stores.

(ii)
Customs duty paid but not allocated due to non-receipt of stores (Outstanding Assets, Accounts). Similarly Customs duty allocated to cost of stores will comprise of:


(a)
Payments made during the year.


(b)
Outstanding Assets as on 31st March: Payments made during the previous year for which stores were not received at the end of the year.


(c)
Customs duty not paid during the year but carried forward for payments in ensuring year (Outstanding Liabilities).

841. (b) Details Contains in the various Accounts are summarized below :


Particular of Account


Deals with

I.
Customs duty Account.
Payment of Customs duty for purchase of 







stores and allocation to cost of stores.

II.
Stores Cash Purchase
Payment for stores and accounting of 








receipts.

III.
Stores supplied by other 


Factories Accounts.
Stores received from other factories under 'S' and 'P' series vouchers Cases of stores issued but not accounted for are shown as "Stores in Transit" as on 31st March on Each year.





Note:
At Present, cases of stores received and accounted for; for which debits are awaited are shown as deductions from stores-in-Transit figures. Figures are posted from LD. lists and P.S.A. schedules and details of Stores-in Transit are worked out independently.

IV.
Transportation Charges
Deals with cash and cost expenditure on 


transportation charges and the same treated as an Overhead expenditure.

V.
Stores Accounts

Opening balance of stock receipts and issues 


under various categories and closing stock. In the case of consumption of materials, the difference between the value of demand & return notes is shown on the credit side as under:


Direct Material (by debiting work-in-progress) Indirect Material (by debiting overheads Account). Care must be taken to ensure that the figures agree as per P.S.A. and Material Abstract. Similarly the "Closing value of stock as on 31st March" should be worked out independently with reference to the extracted balance from the various folios of the Priced Stores Ledger and tallied with the balance as in the store Account of the Principal Ledger as on 31st March (Preliminary).

VI.
Sale of Stores 



 
(Surplus, obsolete and

 
waste) Account
The sale value of store is linked with recoveries made and outstanding are reflected. The payment of auctioneers commission is a charge against sale account and is credited to the Account by Debit to Miscellaneous charges Account

VII.
Issues of Stores on 

  
Payment Account

Stores issue on payment at stipulated rate to 







staff etc. and recoveries effected.

Note: Thus Accounts, I to VII deal with opening stock, purchase, receipts, issues including Sale and Payment issues and closing stock of stores.

VIII.
 Wages Account

Contains details of Pay and Allowances of 

staff, I.E.s and others. In addition liabilities for Pay and Allowances for March, unclaimed wages as on 31st March. Labour charges incurred on departmental work, contingencies and repair works are added. Deducted is made for Pay and Allowances of previous March paid in April of current year. The total of Direct and Indirect Labour as per Labour Abstracts must agree with Gross payments for Industrial Employees. Balance represents. Supervision charges, Festival advance outstanding as on 31st March, is shown as Outstanding Assets

IX.
Supervision charges



Account



Balance carried forwarded from Wages 


Accounts plus charge for Medical Establishment at Kirkee. Balance is carried forward to overhead Account.





Note:
Accounts VIII to IX covers Pay and Allowances of all categories of staff. The total of supervision charges against 01 & 02 series will agree with the amount booked to the relevant work order under Class of Cost 43.

X.
Miscellaneous charges 

        Account

Items taken from Cash Compilation (809/01) & (809/02) -





(a)
Expenditure etc. on buildings not forming part of Capital. Item taken from allocation sheets (Cost Accounts only).





(b)
Indirect services rendered by other factories.





(c)
Cost of services such as free ration, free clothing issued to DSC personnel.







(d)
Medical and surgical stores.





(e)
Departmental Charges of MES of Revenue work etc.







(f)
Cost of un-prepaid telegram.





(g)
Depreciation Charges of machines received on loan from other factories. The balance of the account is transferred to overhead Account as debit.

XI.
Miscellaneous 

Credit items
Credit Account


Financial Compilation

The following amounts are booked to the Miscellaneous Receipt Head 01/802/01:-





(a)
Miscellaneous recovery (Cash) including recovery from contractors for any loss of garments.







(b)
Recovery of loss in transit.





(c)
Festival advance for previous year recovered during current year.





(d)
The amount of sales tax recovered with cost of stores.







Cost Accounts







(i)
Capital Assets transferred to other 






Defence formations.







(ii)
Indirect service, to other factories.





(iii)
Depreciation charges on Capital Assets issued on loan to other factories on the debit side :





(a)
The balance of sales tax paid to Sales Tax Authorities and the amount due are shown.





(b)
Balance is transferred to credit of overhead expenses Account.

XII.
Overhead Expense 
Debit entries represent various items of Account 


overhead expenses like Indirect Labour, 


Indirect Material, Supervision Charges, Miscellaneous Charges, and Miscellaneous Charges from the different accounts and DAD charges. In addition, the expenditure booked in the financial compilation against Miscellaneous Expense 810/01 is debited. Cost Accounting debit are Superannuation Charges, OFB-Non-effective etc. Items of expenditure required to be kept out of production are adjusted by debiting overhead Account and crediting Capital outlay Account and Vice Versa. Credit items are from Stores Account, Wages Account, miscellaneous Credit Accounts etc. Analysis of the overhead expenses under 01 & 02 series is made from the tabulations and variable and fixed charges leviable are credited to overhead expenses by debit to Work-in Progress Account.

XIII.
 Work-in-Progress 

        Account

Opening value, Direct Material, Direct Labour and overhead leviable credit side contains "Cost of Production" as per Manufacturing Statement A and Departmental Material utilised on indirect work orders. Cost of abnormal rejection is kept out of production by crediting this account and debiting capital outlay Account. The under/over absorbed variable/Fixed charges are shown on credit/debit side. Closing work in Progress is shown on credit side.

XIV. Licence fees, Rates etc. 


recoverable Account
An account of rent, rates etc. recovered as well as Cost Account credits are shown.

XV.
Payment services 


Account (other than 


Defence 
Services)

This account deals with the value of payment 

services rendered, recoveries effected and amount due. In cases where advance payments have been received this is shown as liabilities. Opening finished stock + cost of Manufacture - closing finished-semi plus profit or minus loss is the value of issue.

XVI. Manufacture for Factory

       own stock Account
Here there is no finished stock as the entire quantity should be accounted for during the years.

XVII. Services to other Fys 
Cost of opening finished semi, plus cost of Account



Manufacture, minus closing finished semi 


represent value of issues. Issues are required to be priced finally at the initial stage. Difference is shown as variance.  

XVIII. Services for Capital 
The cost of Manufacture is capitalised and 



Assets Account

accounted for under 'B' of 'M' series 








vouchers.

XIX. Payment Issues for 

Defence Service Account 
Cost of issues is reflected in the manufacturing Account based on opening finished semi plus cost of manufacture less closing finished semi.   

XX.
Profit and Loss Account 
Details of profit and loss under different 

heads including overhead over/under absorbed. Balance is taken to "Balance Account".

XXI. Capital Assets Accounts 
Unlike the two separate accounts for stores 

viz. "Stores Costs Purchase" and "Store Accounts" the accounts for payments and accounting are combined. The debit side accounts for opening balance. Payments transfers in and amounts outstanding. On the credit side depreciation on Building and other items only, transfers, issues, outstanding and closing value are shown. These figures are taken from Block Registers, depreciation register and schedule of capital service voucher.

XXIA. Capital Assets 

Account (Stock pile)
Accounts for Payment, receipt, issue and stock of stock-piled items

XXII. Proforma Capital


 Assets Account

Proforma Account for knowing the opening 







Balance, contribution, expenditure & balance

XXIII. Cash Ledger Account
Represents balance of imprest amount with Factory and Accounts office.

XXIV. Trade Charges


   Accounts
Accounts of orders placed with outside firm, payments and receipts

XXV. Preliminary Expenses
Deals with the opening balance, amount


Account 

charged to Production and other factories and balance.




XXVI. Outstanding Assets 


Account 

Contains details of opening and closing outstanding Assets. Payment made for which stores etc. are to be accounted for.

XXVII. Outstanding Liabilities 



Account 
Contains details of opening and closing "outstanding liabilities" like wages for March to be paid in April, Stores received for which payments are to be made etc.

XXVIII. Capital outlay



Account
Main Control Account. The balance of this account must agree with the balance as per "Balance Account" when all the accounts are finally closed.

XXIX. Balance Account
Details the closing value of various assets and liabilities, balance should agree with the balance as per "Capital outlay Account".

842 to 845



BLANK

Annexure ‘A’

(Referred to in Para 840)

PRINCIPAL LEDGER

	I. Customs Duty Account

DR

1. To outstanding Assets Accounts:-

Payments made during the Previous year for which stores were not received at the end of that year.

2. To Capital Outlay Accounts:- Payments made during the year.

3. To Outstanding  Liabilities Account:-

 Customs duty not paid in the current year but carried forward for payment in the ensuing year.

TOTAL
	CR

1. By Outstanding Liabilities Account: - Customs duty not paid in the previous but brought forward for payment in the current year’s account.

2. By Stores Account: - Customs duty allocated to the cost of stores.

3. By Outstanding Assets Account:- Customs duty paid but carried forward for inclusion in the ensuing year’s account as the relevant stores were not received at the end of the current year.

TOTAL

	II. Stores Cash Purchase Account

1.To Outstanding Assets Account:- 

Payments made in the previous year for stores not received at the end of that year.

2. To capital Outlay Account:- 

Payments made during the year for purchase of stores. 

     (i) Local Purchase

    (ii) Central   Purchases

    (iii) Stores obtained from other than defence department, MES, IAF and IN 

    (iv) Expenditure in England- Stores for India (invoice value of stores purchased during the year)

3. To Outstanding Liabilities Account:-

Stores received during the year to be paid for in the ensuing year.

TOTAL
	1. By Outstanding Liabilities Account:-

Stores received in the previous year but brought forward for payment in the current year’s account. 

2. By Stores Account: -     Cost of materials and stores purchased.

3. By Outstanding Assets Account:

Payment made during the year for stores not received at the end of the year.

TOTAL



	III. Stores supplied by other factories account

1. To Capital Outlay Account:-

Stores in transit from other factories on the 1st April, B/F.

2. To Capital Outlay Account:-

Stores dispatched from other factories during the year.

(i) Stores

(ii) Production

TOTAL
	1. By Stores Account:-

Stores received from other factories during the year.

2. By Balance Account:-

Stores in transit from other factories on 31st March.

TOTAL

	IV. Transportation Charges Account

1. To Capital Outlay Account:-

(i) Transportation charges, Rail charge, sea & Inland water charges on hired, transportation charges (cash)

(ii) Other defence transportation charges (Cost Accounting)

TOTAL
	1.  By Overhead Expenses Account: - Transportation charges allocated to overhead.

TOTAL

	V. Stores Account

1. To Capital Outlay Account:-

Stores in stock on  the 1st April

2. To Customs Duty Account:- 

Customs Duty allocated to the cost of stores.

3. To Stores Cash Purchase Account:- Cost of materials and stores purchased.

4. To Stores supplied by Factories by other Factories Account:-

Stores received from other factories during the year.

5. To overhead expenses Accounts:-

(a) Miscellaneous Receipts 

(b) Surplus at Stock taking

(c) Profits on sale of stores

(d) Store Adjustments

6. To manufacture for Factory’s own stock Account:-

Value of receipts into stock from own factory manufacture.

7. To Capital Assets Account:-

Transfer from capital to stock.

8. To Capital Assets Account Stock Pile:-

Transfer from Capital Stock Pile to Stock.

9. To Capital Outlay Account:-

(a) Stores transfer to other Defence Departments.

(b) Testing charges allocated to the cost of stores

( c) Salvage received (under PSA Code No.120)

(d) (i) Ocean Freight allocated to cost of stores but not shown in invoice.

(ii) Incidental charges on dollar purchase allocated to cast of stores not shown in the invoice

TOTAL
	1.By Sale of Stores Account:-

 Sale of stores during the year (Surplus, obsolete & waste stores).

2. By issue of Stores   on payment Account:- Stores issued on Payment during the year.

3. By Overhead Expenses Account:-

Indirect material issued to shops less return.

4. By Overhead Expenses Account:-

(a) Miscellaneous issues of stores

(b) Loss of stores in transit.

(c)Loss of stores on charge due to:-

(i) Theft, Fraud etc.

(ii)Deficiencies in actual balances not caused by theft, fraud etc.

(iii) Deterioration due to defective storage.

(iii) Other causes.

(d) Loss on sale of stores

(e)      Store adjustments.

5.  By work-in-progress:-

(a) Direct material issued to shops less returned. 

(b) Issues to other than Defence Departments, Private bodies, Firms and contractors for manufacture of payments for fabrication of stores.

6. By Capital Assets Accounts:-

Transfer from stock to Capital.

7. By Capital Assets Account Stock Pile:-

Transfer from stock to Capital Stock Pile.

8. By Capital Outlay Account:-

(a) Stores transfer to other Defence Departments.

(b) Stores transferred to other factories.

( C) Issues to Salvage (under PSA code No.108).

9. By Balance Account:-

Balance of Stores in Stock on the 31st March.

TOTAL

	VI. Sale of Stores (Surplus, Obsolete and Waste) Account

1.  To Outstanding

Assets Account:-

Stores sold in the previous year for which recoveries are outstanding.

2.  To Stores Account: - 

Sale of Stores during the year (Surplus, obsolete and waste stores).

3. To Outstanding Liabilities Account:-

Recoveries made during the current year for stores not issued till the end of the year.

TOTAL
	1. By Outstanding Liabilities Account:-

Recoveries made in the previous year for which stores were not issued in that year.

2. By Miscellaneous Charges Account:-

Auctioneer’s commission

3. By Capital Outlay Account:-

Recoveries made during the year for stores sold.

4. By Outstanding Assets Account:-

Stores sold during the year for which recoveries are outstanding on 31st March.

TOTAL

	VII. Issues of Stores on Payment Account

1. To Outstanding Assets Accounts:-

Stores issued on payments in the previous year for which recoveries are outstanding on 1st April.

2. To Store Account:-

Stores issue on payment during the year.

3. To Outstanding Liabilities Account:-

Recoveries made during the current year for stores not issued till the end of the year.

TOTAL
	1. By Outstanding Liabilities Account:-

Recoveries made in the previous year for which stores were not issued till the end of that year.

2. By Capital Outlay Account:-

Recoveries made during the year for stores issued on payment.

3. By Outstanding  Assets Account:-

Store issued on payment during the year for which recoveries are outstanding on 31st March.

TOTAL


	VIII. Wages Account

1. To miscellaneous credit account:-

 Unclaimed wages lapsed to Govt. 

2. To Overhead expenses Account:-

(a)Expenditure under workmen’s compensation Act.

(b) Labour Charges incurred on minor maintenance and repair works not chargeable to Capital and adjusted to code no.351/13 in the financial account by minus debit to code no. 1/35/01.

3. To Capital Outlay Account:-

 (a)Pay and Allowances of 

 all employees excepts Industrial    Employees. 

(b)Pay and Allowances of 

 Industrial Employees. 

 (c ) Labour Charges incurred on departmental capital works and adjusted to capital in the financial Account by minus debit to code  804/01.

4.  To Outstanding Liabilities Account:-

 (a)Pay and allowances of permanent staff for March of the current year payable in April of the ensuing year.

(b)Pay and allowances of temporary staff for March of the current year payable in April of the ensuing year.

(c) Unclaimed wages remaining unpaid on 31st March of the current year.

5. To outstanding assets Account:-

 Festival advance paid during the previous year but recovered during the current year. 

TOTAL
	1. By Outstanding Liabilities Account:-

(a) Pay & allowances of permanent staff for March of the previous year shown as amount due by the Factory in the preceding year’s account disbursed in the current year.

(b) Pay & allowances of temporary staff  for March of the previous year shown as amount due by the Factory in the preceding year’s account disbursed in the current year.

 (c) Unclaimed wages remaining unpaid on 31st March of the preceding year.

2. By Overhead expenses Account:-

Indirect labour.

3. By work-in-progress Account:-

Direct Labour

4. By Outstanding Assets Account:-

Festival advance paid upto the end of the current year recovery of which is outstanding on 31st March

5 By miscellaneous credit account:-

 Recovery of the festival advance of the previous year transferred.

6. By work-in –progress Account:-

Pay and allowances of NIE & NGOs and fees recovered in connection with testing of material carried out in ordnance factories.

7. By Supervision charges Account:-

Amount of supervision charges transferred.

TOTAL


	IX. SUPERVISION CHARGES ACCOUNT

1. To Wages Account:-

Amount of supervision charges transferred.

2. To capital outlay Account :-

Half cost of medical establishment at Kirkee (for Kirkee only).

TOTAL
	1. By Overhead Expenses Account:-

TOTAL

	X. MISCELLANEOUS CHARGES ACCOUNT

1. To Sale of stores Account:-

Auctioneer’s Commission.

2. To Work-in-Progress Account:-

Departmental materials utilized on indirect work orders.

3. To Preliminary Expenses Account:-

Preliminary expenses charged off to production during the year.

4. To Capital Outlay Account:-

(a) Expenditure etc. on buildings etc. not forming Capital Assests.

i. Works carried out by MES

ii. Works carried out by the factories departmentally.

iii. Rents paid for hired buildings

iv. Payments for railway sidings.

(b) Indirect service rendered by other factories.

(c) Cost of services such as free ration, free clothing etc. issued to DSC personnel.

(d) Printing and binding charges

(e) Charges for water and electricity consumed for other than manufacturing purposes (Cash Purchases).

(f) Electricity and water consumed for other than manufacturing purposes (not cash purchases).

(g) Rent of furniture.

 (h) Medical surgical stores.

(i) 13% departmental charges to be levied on total revenue expenditure by MES in respect of factories.

(j)Assessed rent of MES quarters occupied by factory personnel.

(k) Other adjustments (not pertaining to stock).

(i) Cost of unprepaid telegrams        

           issued by the factory.

    (ii)     RR Fund on Machineries      

           received on loan from other        

           factories.

TOTAL
	1. By Outstanding Liabilities Account:-

Rent for hired building pertaining to March of the previous year paid during the year.

2. By Overhead expenses Account:-

Balance transferred.

TOTAL

	XI. MISCELLANEOUS CREDIT ACCOUNT

1. To wages Account:-

 Recovery of the Festival Advance of the previous year transferred.

2. To Capital Outlay Account:-

     The amount of sales tax paid back          

     to the sale tax authorities. 

3. To Outstanding Liabilities Account:-

The balance amount of Sales Tax remaining unpaid to Sales Tax authorities as on 31st March of the year.

4. To Overhead Expenses Account:-

Amount transferred

TOTAL
	1. By Wages Account:-

Unclaimed wages lapsed to Government.

2. By Capital Outlay Account:-

a) Miscellaneous (Cash) including recovery from contractors for any loss of garments.

b) Recoveries of loss of stores in transit.

c) Share of rent dubitable to technical development establishment.

d) Pensionary Charges.

e) MED rental for telephone.

f) Bonus of apprentice lapsed.

g) Capital assets transferred to other defence formation.

h) Proportionate share of Work Orders.01/00024/00, 01/00005/00, 

          01/00027/00 

          01/00028/00 debitable to technical development establishment for which credit has been taken against work order 01/00145/00.

i) Other adjustments (not pertaining to stock. 

j) Festival advance pertaining to the previous year, recovered during the current year. 

k) The amount of Sales Tax recovered from the parties alongwith cost of stores.

l) Indirect services rendered to other factories.

m)  RR Fund on machineries issued on loan to other Factories.

TOTAL

	XII. OVERHEAD EXPENSES 

         ACCOUNT

1. To Transportation charges Account:-

Transportation charges allocated to overhead.

2. To Stores Account:-

Indirect material issued to shops less return

3. To Stores Account:-

a) Misc. issues of stores.

b) Loss of stores in transit.

c) Loss of stores on charge due to :-

(i) Theft, fraud, etc.

(ii) Deficiencies in actual balances not caused by theft, fraud, etc.

(iii) Deterioration due to defective storage.

(iv) Other causes

(d) Loss on sale of stores.

(e) Store adjustments.

4. To Wages Account:-

Indirect Labour.

5. To Supervision Charges Account:-

Amount transferred

6. To Miscellaneous Charges Account:-

Balance transferred. 

7.  To Capital Asset  Account:-

(a) Depreciation on Buildings and other items only.

(b) Residual book value of discarded Capital Assets, pertaining to building and other items and also machineries disposed of which were procured under N. C. Grant and Projects.

(c) Transfer to other Defence Department

(d) Transfer of machinery to inventory

8. To Capital Assets Account:-

(a) Contingent Charges

(b) Cost of the O.F.B

(i) effective

(ii) Non-effective

(iii) R.R. fund allocated

    (Amount booked under W.O. No. 

    01/20033/00).

 (c) DAD Charges 

(i) Accounts

(ii) Internal Check

(d) Superannuation Charges.

(e) Government contribution to Provident Fund.

9. To Capital Outlay Account:-

(a) Profit on sale of stores (Not chargeable to production).

(b) Profit on sale of surplus capital assets procured under N.C. Grant & projects( not chargeable to production) 

10 To Deferred Revenue Expenditure.

Amount charged to current production.

11. To Proforma Capital asset Account(For R.R. Fund):-

The amount RR Fund worked out by applying depreciation formula as modified and booked under W.R. 02/00042/00 and 02/10042/00 excluding portion pertaining to machinery received on loan from other factories.

TOTAL
	1. By Stores Account:-

(a) Miscellaneous receipts.

(b) Surplus at stock taking

(c) Profit on sale of stores.

(d) Store adjustment.

2. By Wages Account:-

(a) Expenditure under Workmen’s compensation Act.

(b) Labour charges incurred on minor maintenance and repair works not chargeable to Capital and adjusted to 360/23 in Financial Account by minus debit to code nos. 804/01

3. By Miscellaneous Credit Account:-

Amount transferred.

4. By Work-in-progress Account:-

(a) Variable overhead expenses

(b) Fixed overhead expenses.

5. By Licence Fee, Rates, Water and Electricity charges recoverable Account:-

(a) (i) Licence fees & rates recoverable (Cash)

(ii) Electricity and water charges recoverable (Cash)

(b) (i) Licence fee and rates recoverable (Cost)

(ii) Electricity and water charges recoverable (Cost)

6. By Capital Asset Account:-

Transfer of machinery from inventory.

7. By Preliminary Expenses Account:-

Preliminary expenses incurred during the year.

8. By Capital Outlay Account:-

Sale proceeds and recoveries from machinery.

9. By Capital Outlay Account:-

(a) Training of Assistant Works Manager, rate fixer, draughtsman, boy artisan, apprentices, workmen etc. (Not chargeable to production).

(b) Payment to workmen during notice period.

(c) Loss on sale of stores (Not chargeable to production).

(d) Loss on sale of surplus capital assets procured under N.C. Grant & projects( not chargeable to production) 

(e) Expenditure on account of care and custody of stock surplus to current production.

(f) Expenditure on account of care and custody of stock pile items.

10. By deffered revenue Expenditure:-

Expenditure incurred during the year as repairs to plant and machinery classified as deferred revenue expenditure.

TOTAL

	XIII. WORK-IN-PROGRESS ACCOUNT

1. Capital Outlay Account:-

Cost of work-in-progress (excluding Capital semi) on 1st April B/F

(a) Labour

(b) Material

(c) variable Overhead

(d) Fixed overhead.

2. To Capital Outlay Account:-

Cost of uncompleted Capital Work-in-progress on 1st April (included in Capital Assets Account).

(a) Labour

(b) Material

(c) Variable Overhead

(d) Fixed overhead

3. To Stores Account:-

Issues to other than Defence Department private bodies, firms and contractors for manufacture of garments or fabrication of stores.

4. To Wages Account:

Direct Labour

5. To Overhead Expenses Account:-

(a) Variable overhead expenses.

(b) Fixed overhead expenses.

6. To trade Charges Account:-

Trade Charges.

7. To wage account :- 

Pay and allowances of N.I.Es and NGOs to be recovered in connection with testing of materials carried out at Orr. Factories. 

8. To Profit and Loss Account:-

(a) Variable overhead expenses over absorbed.

(b) Fixed overhead expenses over absorbed.

TOTAL
	1. By Miscellaneous Charges Account:-

Departmental material utilized on indirect work orders.

2. By payment services Account (Other than Defence Services):-

Cost of manufacture during the year.

3. By manufacture for factories own stock Account:-

Cost of manufacture during the year.

4. By Services to other Factories Account:-

Cost of manufacture during the year.

5. By Services for Capital Assets Account:-

Cost of Services during the year.

6. By Payment Issues for Defence Services Account:-

Cost of manufacture during the year for Army, Navy, Air Force and other Defence Departments.

7. By Profit and Loss Account:-

(a) Variable overhead expenses under absorbed.

(b) Fixed overhead expenses under absorbed.

8. By Capital Outlay Account:-

Cost of abnormal rejections (not chargeable to production) 

9. By Balance Account:-

Cost of work-in-progress (excluding Capital semi) on 31st March.

(a) Labour

(b) Material

(c) Variable Overhead

(d) Fixed Overhead.

10. By Capital Outlay Account:-

Cost of uncompleted Capital Work-in-Progress on 31st March (included in Capital Assets Account).

(a) Labour

(b) Material

(c) Variable Overhead

(d) Fixed Overhead.

11. Proforma Capital Assests Account:-

Cost of manufacture/services under 95 series.

TOTAL


	XIV. Licence Fees, Rates, Water and Electricity Charges recoverable Account

1. To Outstanding Assets Account:-

Licence fees, rates etc. pertaining to the previous year for which recoveries are to be made in the current year.

2. To Overhead Expenses Account:-

(a) (1) Licence fees and rates recoverable (cash)

(2) Electricity and water charges recoverable (cash)

(b) (1) Licence fee and rates recoverable (cost)

(2) Electricity and water charges recoverable (cost)

Total
	1. By Capital Outlay Account:-

(a) (1) Licence fee and rates recovered (cash)

      (2) Electricity and water charges recovered (cash)

(b)(1) Licence fee and rates recovered (cost)

(2) Electricity and water charges recovered (cost)

2. By Outstanding Assets Account:-

Licence fees, rates etc. pertaining to the current year for which recoveries are outstanding on 31st March

Total

	XV. Payment Services Account (other than Defence Services)

1. To Capital Outlay Account:-

Balance of finished semi on 1st April

2. To Outstanding Assets Account:-

Sundry Debtors for services rendered on payment in the previous year for which recoveries to be made in the current year

3. To Work-in-Progress Account:-

Cost of manufacture during the year

4. To Outstanding Liabilities Account:-

Recoveries made during the year for services to be rendered in the ensuing year

5. To Profit and Loss Account:-

Net profit on payment services

Total


	1. By outstanding Liabilities Account:-

Recoveries made during the previous year for services not rendered by the end of that year

2. By Capital Outlay Account:-

Recoveries made during the year for services rendered on payment

3. By Balance Account: -

Balance of finished semi on 31st March

4. By Outstanding Assets Account: -

Sundry Debtors for services rendered on payment during the year for which recoveries are outstanding on 31st March

5. By Profit and Loss Account:-

Net loss on payment services

Total

	XVI. Manufacture for Factory’s own Stock Account

(1) To Work-in-Progress Account:-

Cost of manufacture during the year

(2) To Profit and Loss Account:-

Net profit on manufacture

Total
	1. By Store Account:-

Value of receipts into stock from own factory manufacture

2. By Profit and Loss Account:-

Net loss on manufacture

Total

	XVII. Service to other Factories Account

1. To Capital Outlay Account:-

Balance of finished semi on 1st April

2. To Work-in-Progress Account:-

Cost of manufacture during the year

3. To Profit and Loss Account:-

Net profit on manufacture (Variance).

Total
	1. By Capital Outlay Account:-

Value of issues to other factories

2. By Balance Account:-

Balance of finished semi on 31st March

3. By Profit and Loss Account:-

Net Loss on manufacture (Variance).

Total

	XVIII. Services for Capital Assets Accounts

1. To Work-in-Progress Account:-

Cost of services during the year

Total
	1. By Capital Outlay Account:-

Cost of services capitalised

Total

	XIX. Payment Issues for Defence Services Account

1. To Capital Outlay Account:-

Balance of finished semi on 1st April

2. To Work-in-Progress Account:-

Cost of manufacture during the year for Army, Navy, Air Force and other Defence Departments

3. To Profit and Loss Account:-

Net profit on payment services to  Armys, Navy, Air Force and other Defence Departments

Total
	1. By Capital Outlay Accounts:-

Cost of issues to the Army, Navy, Air Force and other Defence Departments.

2. By Balance Account:-

Balance of finished semi on 31st march.

3. By profit and Loss Account:- 

Net Loss on payment services to  Army, Navy, Air Force and other Defence Departments

Total

	XX. Profit and Loss Account

1. To Payment services Accounts (other than Defence Services):-

Net loss on issues

2. To Manufacture for Factory’s own stock Account:-

Net loss on manufacture

3. To Services to other Factories Account:-

Net Loss on manufactures

4. To Work-in-Progress Account:-

(a) Variable overhead expenses under absorbed,

(b) Fixed overhead expenses under absorbed

5. To Balance Account:- 

Net Profit

Total
	1.By payment services Account (other than Defence Departments):- 

Net profit on issues

2. By Manufacture for factory’s own stock Account:-

Net Profit on manufacture

3. By Services to other Factories Account:-

Net profit on manufactures

4. By Work-in-Progress Account:-

(a) Variable overhead expenses over absorbed,

(b) Fixed overhead expenses over absorbed

5. To Balance Account :- 

Net loss

Total

	XXI. Capital Assets Accounts

1. To Capital Outlay Account:

(a) Net capital on 1st April B/F

(b) Services uncompleted on 1st April B/F (Factory Services Only)

( C) Services uncompleted on Ist April B/F (MES)

2. To Outstanding Assets Account:- 

(a) Payments made during the previous year for which machineries not received till the end of that year.

(b) Value of machinery in transit between Factories at the end of the Previous year

(c) Customs duty paid in the previous year but carried forward for inclusion in the current year’s account

3. To Stores Account:-

Transfers from stock to Capital

4. To overhead Expenses Account:-

Transfer of Machinery from Inventory

5. To Capital Outlay Account:-

(a) Expenditure by MES (Financial Account)

(i) New Grant.

 (b) Expenditure by Factory (Financial Account)

(i) New Grant.

(ii) Receipts of machines manufactured by one factory for another.

(c) Expenditure in England- Machinery purchased (invoice value)

(i) New Grant.

(d) Expenditure in India -machinery purchased  (Financial Account)

(i) New Grant.

(e) Transfer from other Defence Departments

(f) Transfer from other Factories

     (i) Receipt of machine from MPF, Ambarnath.

(g) Miscellaneous adjustments

(h) Departmental charges on MES works

6. To Outstanding Liabilities Account:-

(a) Expenditure incurred by MES in the current year to be adjusted in the ensuing year.

(b) Machineries procured under N.C. grant & Projects received by the Factory in the current year payments for which to be made in the ensuing year

(c) Customs Duty allocated to the cost of machine but not paid during the current year.

Total
	1. By Outstanding Liabilities Account:-

(a) Expenditure incurred by MES in the previous year to be adjusted in the current year.

(b) Machinery procured under N.C. Grants and Projects received by  the Factory in the previous year, payments for which to be made in the current year

(c) Customs Duty allocated to the cost of machine in the previous year but brought forward for payment in the current year

2. By Stores Account:-

Transfer from Capital to stock

3. By Overhead Expenses Account:-

(a) Depreciation on building and other items only.

(b) Residual book value of discarded capital assets pertaining to building and other items and also machineries which were procured under N.C. Grants & Projects.

4. By Capital Outlay Account:-

(a) Transfer to other Factories

(b) Miscellaneous adjustments

5. By Outstanding Assets Account:-

(a) Payment made during the year for machinery procured under N.C. Grants and Projects not received at the end of the year.

(b) Value of machinery in transit procured under N.C. Grants and Projects between factories on 31st March

(c) Customs Duty for machinery not received at the end of the year

6. By Balance Account:-

(a) Net Capital on 31st March

(b) Services uncompleted on 31st March (Factory services only)

(c) Services uncompleted on 31st March (MES)

Total

	XXI A. Capital Assets Account (Stock-Pile)

1. To Capital Outlay Account:-

Net Capital on 1st April B/F

2. To Outstanding Assets Account:-

3. To Store Account:-

Transfer from stock to capital stock-pile

4. To Capital Outlay Account:-

(a) Expenditure in India- Items purchased locally (Financial Account)

(b Expenditure in England - Items purchased 

5. To Outstanding Liabilities Account:-

Stores received in the current year for which payments are to be made in the ensuing year

Total
	1. By Outstanding Liabilities Account:-

Stores received in the previous year but brought forward for payment in the current year.

2. By Stores Account:-

Transfer from Capital (Stock-Pile) to stock

3. By Outstanding Assets Account:-

Payments made during the year for which stores were not received at the end of the year

4. By Balance Account:-

Net Capital on 31st March

Total

	XXII. Proforma Capital asset Account.

1. To Capital Outlay Account:-

     Cost of Plant and Machinery procured from R.R. Fund Grant under:-

(a) Local purchase (Inclusive of expenditure incurred by factory departmental erection/Installation work).   

(b) Foreign Purchase

( c) Custom duty

(d) Freight charges

(e) Central purchase

(d) Transfer from other Defence Departments.

2. To Capital Outlay Account:-

Excess amount of R.R. Fund (booked under W.O. 02/00042/00 and 02/10042/00 over procurement cost deemed as passed on to HQrs for apportionment/distribution). 

Total

___________________________

XXIII. Cash Ledger Account

1. To Capital Account:-

Cash in hand on 1st April, B/F

2. To Capital Outlay Account:-

Cash in hand on 31st March

Total
	1. By overhead Expense Account:-
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2. By Capital Outlay Account:-

Sale value of machineries procured from R.R. Fund Grant.

3. By Capital Outlay Account:-

Amount deemed as passed on to HQrs for apportionment/distribution.

Total
_____________________________ 

1. By Capital Outlay Account:-

Cash in hand on 1st April readjusted

2. By Balance Account:-

Cash in hand on 31st March

Total

	XXIV. Trade Charges Account

1 To Capital Outlay Account:-

Payment made for orders placed with outsider firms and contractors for manufacture on behalf of the Army.

2. To Outstanding Liabilities Account:-

Trade charges for works done in the current year to be paid in the ensuing year.

XXV. Preliminary Expenses Account

1. To Capital Outlay Account:-

Balance of Preliminary Expenses on 1st April

2. To Overhead Expenses Account:-

Preliminary expenses incurred during the year

Total
	1.By Outstanding Liabilities Account:-

Trade charges for works done in the preceding year to be paid in the current year.

2. By Work-in- Progress Account:-

Trade Charges

1. By Miscellaneous account:- 

   Amount of preliminary expenses charged off to production during the year.

2. By Capital Outlay Account:-

Preliminary expenses charged to other factories.

3. By Balance Account:-

Preliminary expenses not charged off.

Total

	XXVI. Outstanding Assets Account
1. To Capital Outlay Account:-

     Amount due to factory on 1st April B/F.

2. To Customs Duty Account:-

     Custom duty paid but carried forward for inclusion in the ensuing year’s account as the relevant stores were not received at the end of the current year.

3. To Stores Cash Purchase Account:

Payments made during the year for stores not received at the end of the year.

4. To sale of Stores Account:-

Stores sold during the year for which recoveries are outstanding.

5. To Issue of Stores on Payment Account:-

Stores issued on payment during the year for which recoveries are outstanding.

6. To Licence Fees, Rates, Water and Electricity Changes Recoverable Account :-

Licence fees, rates, etc. pertaining to the current year for which recoveries are outstanding on 31st March.

7. To payment, Services Account (other than Defence Services):-

Sundry debtors for services rendered on payment during the year for which recoveries are outstanding on 31st March.

8. To Capital Assets Account :-

(a) Payments made during the year for which machineries not received till the end of the year.

(b) Value of machinery transit between factories on 31st March.

(c) Customs duty paid for machinery procured from N.C. Grant & Projects not received till the end of the year.

9. To Wages Account :-

Festival advance paid upto the end of current year for which recoveries are outstanding.

10. To Capital Assets Account Stock Pile :-

       Payments made during the year for which stores were not received at the end of the year.

11. To Deferred Revenue Expenditure Account :-

Balance of expenditure carried forward to next year.

Total 
	1. By Customs Duty Account:-

Payments made during the previous year for which stores were not received at the end of that year.

2. By Stores Cash Purchase Account:

Payments made in the previous year for stores not received at the end of that year.

3. By sale of Stores Account:-

Stores sold in the previous year for which recoveries are outstanding.

4. By Issue of Stores on Payment Account:-

Stores issued on payment in the previous year for which recoveries are outstanding.

5. By Licence Fees,  Rates, Water & Electricity changes Recoverable Accounts :-

Licence fees, rates etc. pertaining to the previous year for which recoveries are to be made in the current year.

6. By payment services Account (other than Defence services) :-

Sundry Debtors for service rendered on payment in the previous year for which recoveries are to be made in the current year.

7. By Capital Assets Account :-

(a) Payments made during the previous year for which machineries were not received till the end of the year.

(b) Value of machinery in transit between factories at the end of the previous year.

(c) Customs duty paid in the previous year but carried forward for inclusion in the current year’s account.

8.  By Capital Assets Account Stock Pile :- 

Payments made during the previous year for which stores were not received at the end of that year.

9. By Wages Account :-

  Festival advance paid during the previous year recoveries of which are outstanding till the end of previous year.   

10.  By Balance Account :-

 Amount due to factory on 31st March.

Total

	XXVII. Outstanding Liabilities Account

1. To Customs Duty Account :-

    Customs duty not paid in the previous year, but brought forward for payment in the current year’s account.

2. To Stores Cash Purchase 

Account :-

Stores received in the previous year but brought forward for payment in the current year’s account.

3. To Sale of Stores Account :-

Recoveries made in the previous year for which stores were not issued in that year.

4. To issue of Stores on payment Account :-

Recoveries made in the previous year for which store were not issued at the end of that year.

5. To Wages Account :-

(a) Pay and allowances of permanent staff for March of the previous year shown as amount due by the factory in the preceding year’s account disbursed in the current year.

(b) Pay and allowances of temporary staff for March of the previous year shown as amount due by the factory in the preceding year’s account disbursed in the current year.

(c) Unclaimed wages remaining unpaid on 31st March of the preceding year.

6. To Miscellaneous Charges Account :-

Licence fees for hired buildings pertaining to March of the previous year paid during the year.

7. To payment Services (Other than Defence Services) Account :-

Recoveries neither made during the previous year for services nor rendered by the end of the year.

8. To Capital Assets Account :-

(a) Expenditure incurred by MES in the previous year to be adjusted in the current year. 

(b) Machinery received by the factory in the previous year, payments for which to be made in the current year.

(c) Customs duty allocated to the cost of machines procured from N.C.Grant & Projects in the previous year but brought forward for payment in the current year.

9. To Capital Assets Account Stock Pile :-

  Stores received in the previous year but brought forward for payment in the current year.

10. To trade Charge account:-

Trade charges for works done in the preceding year to be paid in the current year.

11. To Capital outlay Account :-    

Payment and Allowances of Accounts Staff including Central Administration and Accounts of factories for March of the previous year shown as the amount due in the preceding year’s account paid in the current year.

12. To Balance Account :-

Amount due by the factory on 31st March.

Total
	1.  By Capital Outlay Account :-

   Amount due by factory on 1st April, B/F.

2.  To Customs Duty Accounts :-

Customs duty not paid in the current year, but carried forward for payment in the ensuing year.

3. By Stores Cash Purchase 

Account :-

   Stores received during the year to be paid for in the ensuing year.

4. By Sale of Stores Account :- 

Recoveries made during the current year for stores not issued till the end of the year.

5. By Issue of Stores on Payment Account :- 

Recoveries made during the current year for stores not issued till the end of the year.

6. By Wages Account :- 

(a) Pay and allowances of permanent staff for March of the current year to be paid in the April of the ensuing year.

(b) Pay and allowances of temporary staff (including IEs) for March of the current year to be paid in April of the ensuing year.
( c) Unclaimed wages remaining unpaid on 31st March of the current year.

7. By Miscellaneous Charges Account :-

Licence fees for hired buildings pertaining to March of the current year to be paid in the next year.

8. By payment services (other than Defence Services) account :-

 Recoveries made during the year for services to be rendered in the ensuing year.

9. By Capital Assets Account :-

(a) Expenditure incurred by MES in the current year to be adjusted in the ensuing year.

(b) Machinery received by the factory in the current year.

(c) Customs duty allocated to the cost of machines procured from N.C.Grant & Projects but not paid during the current year.

10. By Capital Assets Account –Stock Pile:-

  Stores received in the current year for which payments are to be made in the ensuing year.

11. By trade Charge account:-

Trade charges for works done in the current year to be paid in the ensuing year.

12. By Capital Outlay Account :-

Payment and Allowances of Accounts Staff including Central Administration and Accounts of factories for March of the current year to be  paid in the April of the ensuing  year.

13. By miscellaneous Credit account:-

The balance account of sales tax remaining unpaid to the sale tax authorities as on 31st March of the year. 

Total.


	XXVIII. Capital Outlay Account

1.  To Stores Account:-

(a) Stores transferred to other Defence Departments.

(b) Stores transferred to other factories.

(c) Issue to salvage (Under P.S.A. Code 108).

2.  To Sale of Store Account:-

     Recoveries made during the year    

     for stores sold.

3.  To Issue of Stores on payment    Account:-

Recoveries made during the year for stores issued on payment.

4. To Wages Account:-

Amount of bonus actually paid to temporary employees of the factory recruited for the duration of the war.  

5. To Miscellaneous Credit Account:-

(a) Miscellaneous recoveries (cash including recovery from contractors for any loss of garments)

(b) Recovery of loss of stores in transit – cash.

(c) Share of rent debitable to technical development establishment.

(d) Pensionary charges. 

(e) MES Rental for telephone.

(f) Bonus of apprentice lapsed.

(g) Capital assets transferred to other defence formations.

(h) Proportionate share of work orders:

01/00024/00

01/00005/00

01/00027/00

01/00028/00

debitable to technical development establishment for which credit has been taken against work order. No.01/00145/00.

(i) Other adjustments (not pertaining to stock)

(j) Indirect services rendered to other factories.  

(k) R.R. Fund on Machinery issued on loan to other Factories.

6.  To Overhead expenses Account:-

     Sale proceeds and recoveries from machinery.

7.  To Overhead Expenses Account:-

(a) Training of Assistant Works Manager, rate fixer, draughtsman, boy artisan apprentice, workmen, etc. (not chargeable to production).

(b) Payment to workmen during notice period (not chargeable to production).

(c) Loss on sale of stores (not chargeable to production).

(d) Loss on sale of surplus Capital assets procured under N.C.Grant and Projects(Not chargeable to production)

(e) Expenditure on account of care and custody of stock surplus to current production (Not chargeable to production)

(f) Expenditure on account of care and custody of stock-pile items (Not chargeable to production).

8.  To Work-in-progress Account:-

(a) Cost of uncompleted Capital Work-in-Progress on 31st March (included in Capital Assets Account).

(b) Cost of abnormal rejections (Not chargeable to production).

9.  To Licence Fees, Rates, Water and Electricity charges recoverable Account:-

(a) (i)  Licence fees, rates recovered (Cash)

(ii)    Electricity and water charges recovered (Cash)

(b)  (i)  Licence fees, rates recovered (Cost).

 (ii)   Electricity and water charges recovered (Cost).

10.  To Payment Services Account:

      (other than Defence Services):-

    Recoveries made during the year for services rendered on payment.

11.  To Service to other Factories Account:-

  Cost  of issues to other factories at actual rates.

12.  To Service for Capital Asset Account:-

       Cost of Services Capitalised.

13.   To Payment Issues for Defence Services Account:-

       Cost of issues to the Army, Navy, Air Force and other Defence Departments.

14.  To Capital Assets Account:-

(a) Transfer to other factories.

(b) Miscellaneous Adjustments.

15.  To Cash Ledger Account:-

      Cash in hand on 1st April adjusted.

16.  To preliminary Expenses Account:-

       Preliminary Expenses charged to other factories.

17.  To Outstanding Liabilities Account:-

      Amount due by factory on 1st April B/F.

18.  To outstanding Liabilities Account:-

     Pay and allowances of accounts staff including central administration of factories and accounts for March of the current year to be paid in April of the ensuing year.

19.  To Miscellaneous Credit Account:-

     Festival advance pertaining to the previous year, recovered during the current year.

20.  To Miscellaneous Credit Account:-

     The amount of sales tax recovered from the parties along with cost of stores.

21. To proforma capital assets account:-

 Sale value of machineries procured from R.R. Fund Grant

22. To proforma capital assets account:-

Amount deemed as passed on to HQrs,for appointment/distribution.

23.  To Balance Account :-

   Net Capital on the 31st March.

Total
	1.  By Customs Duty Account:-

 Payments made during the year (Financial Account).

2.  By Stores Purchase Account:-

   Payments made during the year for    

   purchase of stores:-

  (i)  Local Purchases.

  (ii)  Central purchase .

  (iii)  Stores obtained from other 

     Defence Departmental, MES, IAF        

      and I.N.

(iv) Expenditure in England stores for India (invoice value of stores purchased during the year.) 

3.  By stores supplied by other Factories Account:-

Stores in transit from other factories on the 1st April.

4.  By Stores supplied by other Factories Account:-

   Stores dispatched from other factories during the year.

        (i)  Stock

        (ii) Production.

5.  By Transportation Charges 

     Account:-

    (i) Transportation charges-Railways charges, Sea inland water charges and hired transport chargese (cash).

(ii) Other Defence Transportation charges (cost accounting) 

6.  By Stores Account:-

     Stores in stock on 1st April.

   By Stores Account:-

   (a) Stores transferred from other    

    Defence Departments. 

(b) Testing charges allocated to stores.

(c) Salvage received (under P.S.A. Code 120).

(d) (i) Ocean Freight allocated to cost of stores but not shown in the invoice.

   (ii) Incidental charges on dollar purchases allocated to cost of stores not shown in voice.

7. By Wages account:-

(a) Pay and allowances of NIEs etc.(other than I.Es.)

(b) Pay and allowances of Industrial employees.

(c) Labour charges incurred on departmental capital works and adjusted to capital in the financial account by minus debit to code No. 01/360/01. 

(d) Bonus accrued to the Temporary employees of the factories recruited for the duration of war. 

8.  By Supervision Charge Account:-

   (a) Cost of passage concessions.

(b) P.L. Pay, Leave Pay Overseas Pay, and Deputation allowances paid in England.

(c ) Stores for Staff

(d) Half cost of medical establishment at Kirkee (For Kirkee only) 

9.  By Miscellaneous Charges Account:-

(a) Repair and maintenance of buildings, road, etc. not chargeable to Capital.

  (i)  Work carried out by M.E.S.

  (ii) Work carried out by the     factories departmentally.

   (iii)  Licence fees paid for hired buildings.

   (iv)   Payments for Railway sidings.

(b) Indirect services rendered by other factories.

(c) Cost of services such as free ration, free clothing etc. to DSC Personnel.

(d) Printing and binding charges.

(e) Charges for water & electricity consumed for other than manufacturing purposes (Cash purchase).

(f) Electricity and Water consumed for other than manufacturing purposes (not cash purchases).

(g) Rent furniture.

(h) Medical and Surgical Stores.

(i) 13% departmental charges to be levied on total revenue expenditure by M.E.S. in respect of factories.

(j) Assessed rent of MES quarters occupied by factory personnel.

(k) Other adjustments (not pertaining to stock).

(l) Cost of unprepaid telegrams issued by the factory.

(m) R.R. fund on machineries received on loan from other factories.

10.  By Overhead Expenses Account:-

(a) Contingent Charges,. 

(b) Cost of the O.F.B.

(i)  Effective.

(ii) Non-effective.

      (iii) R.R. fund allocated( amount  

       Booked under W.O. 01/20033/00)

(c) DAD Charges.

(i)  Accounts.

(ii) Internal Check.

(d) Superannuation charges.

(e) Government Contribution to Provident Fund.

11.  By Overhead Expenses Account:-

(a) Profit on sale of stores (not chargeable to production).

(b) Profit on sale of surplus capital assets procured from N.C. Grant & Projects,(not chargeable to production)

12.  By Work-in-Progress Account:-

(a) Balance on 1st April B/F.

(b) Cost of uncompleted Capital Work-in-progress on 31st March (included in Capital Assets Account).

13.  By Payment Services Account (other than Defence Services):- Balance of finished semi on 1st April B/F.

14.  By Services to other Factories Account:-

    Balance of finished semi on 1st April B/F.

15.  By payment Issues for Defence Services Account:-

Balance of finished semi on 1st April

16.  By Capital Assets Account:-

(a) Net Capital on the 1st April B/F.

(b) Services uncompleted on 1st April (Factory Services only). B/F.

(c) Services uncompleted on 1st April (MES) B/F.

17.  By Capital Assets Account:-

(a) Expenditure by MES

(i)  New Grant 

(b) Expenditure by Factory.

(i)  New Grant 

(c) Expenditure on England.

(i)  New Grant 

(d) Expenditure in India.

(i)  New Grant 

(e) Transfer from other Defence Departments.

(f) (i)  Transfer from other factories.

(ii)  Receipt of machine from MPF, Ambarnath.

(g) Miscellaneous Adjustments.

(h) Departmental charges on MES works.

18.  By Capital assets Account – Stock Pile:-

   Net Capital on the 1st April B/F.

19.  By Capital Assets Account  - Stock Pile:-

(a) Expenditure in India – Items purchased locally (Financial Account).

(b) Expenditure in England- Items purchased.

 20.  By Proforma Capital assests Account:

         Cost of plant and machinery procured from R.R. Fund grant under:-

(a) Local purchase (Inclusive of expenditure incurred by Factory Department/errection Installation work).

(b) Foreign purchase.

(c) Custom Duty

(d) Freight Chargese

(e) Central purchase

(f) Transfer from other Defence Department 

    Cash in hand on 1st April B/F.

21.  By Proforma Capital assests Account:

Excess amount of R.R. Fund (booked under W.O. 02/00042/00 and W.O. 02/10042/00 over procurement caost deemed as passed on to HQrs. For appointment/distribution.

22.  By Cash Ledger Account :-

   Cash in hand on 1st April B/F.

23.  By Cash Ledger Account :-

   Cash in hand on 31st March.

24. By Trade charges Account:-

  Payments made for orders placed with outside firms and contractors for manufacture on behalf of the Army.

25. By preliminary charges Account:-

     Balance of preliminary expenses on 1st April.

26.  By outstanding Assets Account:-

    Amount due to Factory on 1st April B/F.

27.  By Outstanding Liabilities Account:-

     Pay and allowances of accounts Staff including Central Administration of factories and accounts for March of the previous year showing as amount due to preceding year’s account, paid in the current year.

28.  By Miscellaneous Credit Account:-

    The amount of Sales Tax Paid back to the Sale Tax authorities.

Total



	XXIX. Balance Account

1. To Store Account:-

Balance of stores in stock on 31st March

2. To Stores supplied by other factories Account:-

Stores in transit from other factories on 31st March.

3. To Work-in-Progress Account:-

    Cost of work-in-progress (excluding Capital Semi) on 31st March.

4. To Payment services(other than Defence Services) Accounts:-

  Balance of finished semi on 31st March.

5. To Services to other Factories Account:-

    Balance of finished semi on 31st March.

6. To Payment Issue for Defence Services Account:-

Balance of finished semi on 31st March.

7. To Capital Assets Account:-

(a) Net Capital on 31st March.

(b) Services uncompleted on 31st March(Factory Services only)

(c) Services uncompleted on 31st March(MES)

8. To Capital Assets Account(Stock Pile):-

   Net Capital on 31st March.

9. To Cash Ledger Account:-

   Cash in hand on 31st March.

10. To Preliminary Expenses Account:-

   Preliminary Expenses not charged off.

11. To outstanding Assets Account:-

     Amount due to Factory on 31st March.

12. To Profit & Loss Account:-

    Net Loss

Total
	1. By Outstanding Liabilities Account:-

    Amount due by factory on 31st March

2. By Capital Outlay Account:-

 Net Capital on 31st March.

3.  By Profit and Loss Account:-

    Net Profit. 

Total


Annexure ‘B’

(Referred to in Para 840)

Principal Ledger-Explanatory Notes for Posting Of-

	Heads in the Principal

Ledger
	Journal Entries
	Source from which figures are to be taken
	Remarks

	(1)
	(2)
	(3)
	(4)

	I. Customs Duty Account

Debit Items
1. To Outstanding Assets Accounts: -

Payments made during the Previous year for which stores were not received at the end of that year.

2. To Capital Outlay Accounts: - Payments made during the year.

3. To Outstanding  Liabilities Account:-

Customs duty not paid in the current year but carried forward for payment in the ensuing year.

Credit Items

1. By Outstanding Liabilities Account: - Customs duty not paid in the previous but brought forward for payment in the current year’s account.

2. By Stores Account:- Customs duty allocated to the cost of stores.

3. By Outstanding Assets Account:- Customs duty paid but carried forward for inclusion in the ensuing year’s account as the relevant stores were not received at the end of the current year.

II. Stores Cash Purchase Account

Debit Items

1.To Outstanding Assets Account:- 

Payments made in the previous year for stores not received at the end of that year.

2. To capital Outlay

Account:- 

Payments made during the year for purchase of stores.

(i) Local Purchase

(ii) Central   Purchases.

(iii) Stores obtained from other than Defence Department, MES, IAF &IN.

(iv) Expenditure in England stores for India(invoice value of stores purchased during the year) 

3. To Outstanding Liabilities Account:-

Stores received during the year to be paid for in the ensuing year.

Credit Items

1. By Outstanding Liabilities Account:-Stores received in the previous year but brought forward for payment in the current year’s account. 

2. By Stores Account:-     Cost of materials and stores purchased.

3. By Outstanding Assets Account:- Payments made during the year for stores not received at the end of the year.

III. Stores supplied by other factories account

Debit Items

1. To Capital Outlay Account:-

Stores in transit from other factories on the 1st April, B/F.

      (i) Stock

     (ii) Production

2. To Capital Outlay Account:-

Stores dispatched from other factories during the year.

Credit Items

1. By Stores Account:-
Stores received from other factories during the year.

2. By Balance Account:-

Stores in transit from other factories on 31st March.

IV. Transportation Charges Account

Debit Items

1. To Capital Outlay Account:-
  (i) Transportation charges- rail, sea, and inland water charges and hired transport charges(Cash) 

(ii) Other Defence transportation charges (Cost accounting).

Credit Items

1.  By Overhead Expenses Account: - Transportation charges allocated to overhead.

V. Stores Account

Debit Items

1. To Capital Outlay Account:-

Stores in stock on  the 1st April

2. To Customs Duty Account:- 

Customs Duty allocated to the cost of stores.

3. To Stores Cash Purchase Account:-

Cost of materials and stores purchased.

(Imported stores, local, central purchase, receipts from other than Defence Department IAF and IND).

4. To Stores supplied by Factories by other Factories Account:-

Stores received from other factories during the year.

5. To overhead expenses Accounts:-

(a) Miscellaneous Receipts Account

(b) Surplus at Stock taking

(c) Profits on sale of stores

(d) Store Adjustments

6. To manufacture for Factory’s own stock Account:-

Value of receipts into stock from own factory manufacture.

7. To Capital Assets Account:-

Transfer from capital to stock.

8. To Capital Assets Account Stock Pile:-

Transfer from Capital Stock Pile to Stock.

9. To Capital Outlay Account:-

 (a) Stores transferred from other Defence Department * A.O.C. A.S.C. T.D.E. (Inspectorates under D.O.S. )

(b) Testing charges allocated to the cost of stores

( c) Salvage received (under PSA Code No.120)

(d) (i) Ocean Freight allocated to cost of stores but not shown in invoice.

(ii) Incidental charges on Dollar purchase allocated to cost of stores shown in invoice.

Credit Items

1.By Sale of Stores 

Account:- Sale of stores during  the year (Surplus, obsolete & waste stores).

2. By issue of Stores   on payment Account:-

Stores issued on Payment during the year.

3. By Overhead Expenses Account:-

Indirect material issued to shops less return.

4. By Overhead Expenses Account:-

a) Miscellaneous issues of stores

b) Loss of stores in transit.

c) Loss of stores on charge due to:-

i. Theft, Fraud etc.

ii. Deficiencies in actual balances not caused by theft, fraud etc.

iii. Deterioration due to defective storage.

iv. Other causes.

d) Loss on sale of stores

e) Store adjustments.

5.  By work-in-progress:-

a) Direct material issued to shops less return.

b) Issues to other than Defence Departments, Private bodies, Firms and contractors for manufacture of payments for fabrication of stores.

6. By Capital Assets Accounts:-

Transfer from stock to Capital.

7. By Capital Assets Account Stock Pile:-

Transfer from stock to Capital Stock Pile.

8. By Capital Outlay Account:-

 (a) Stores transferred to Defence Departments.

 (b) Stores transferred to other factories.

(c) Issues to Salvage (under PSA code No.108).

9. By Balance Account:-

Balance of Stores in Stock on the 31st March.

VI. Sale of Stores (Surplus, Obsolete and Waste) Account

Debit Items

1.  To Outstanding

Assets Account:-

Stores sold in the previous year for which recoveries are outstanding.

2.  To Stores Account: - Sale of Stores during the year (Surplus, obsolete and waste stores).

3. To Outstanding Liabilities Account:-

Recoveries made during the current year for stores not issued till the end of the year.

Credit Items.

1. By Outstanding Liabilities Account:-

Recoveries made in the previous year for which stores were not issued in that year.

2. By Miscellaneous Charges Account:-

Auctioneer’s commission

3. By Capital Outlay Account:-

Recoveries made during the year for stores sold.

4. By Outstanding Assets Account:-

Stores sold during the year for which recoveries are outstanding on 31st March.

VII. Issues of Stores on Payment Account

Debit Items

1. To Outstanding Assets Accounts:-

Stores issued on payments in the previous year for which recoveries are outstanding on 1st April.

2. To Store Account:-

Stores issue on payment during the year.

3. To Outstanding Liabilities Account:-

Recoveries made during the current year for stores not issued till the end of the year.

Credit Items

1. By Outstanding Liabilities Account:-

Recoveries made in the previous year for which stores were not issued till the end of that year.

2. By Capital Outlay Account:-

Recoveries made during the year for stores issued on payment.

3. By Outstanding  Assets Account:-

Store issued on payment during the year for which recoveries are outstanding on 31st March.

VIII. Wages Account

Debit Items

1. To Miscellaneous Credit Account:-

Unclaimed wages lapsed to Govt.

2. To Overhead expenses Account:-

(a) Expenditure under workmen’s compensation Act.

(b) Labour Charges incurred on minor maintenance and repair works not chargeable to Capital and adjusted to code no.351/13 in the financial Account by Minus debit to code no. 1/351/01-1/351/02

3. To Capital Outlay Account:-

(a) Pay and Allowances of permanent   establishment 

(b) Pay and Allowances of temporary   establishment (including industrial employees).

(c) Labour Charges incurred on departmental capital works and adjusted to capital in the financial Account by minus debit code no. 1/351/02-1/352/02.

(d) Bonus accured to 

temporary employees of factories recruited for the duration of war.

4. To Outstanding Liabilities Account:-

(a) Pay and allowances of permanent staff for March of the current year payable in April of the ensuing year.

(b) Pay and allowances of temporary staff including IEs for March of the current year payable in April of the ensuing year.

(c) Unclaimed wages remaining unpaid on 31st March of the current year.

5. To Outstanding assets account:-

Festival advance paid in the previous year but recovered during current 

Credit Items

1. By Outstanding Liabilities Account:-

(a) Pay & allowances of permanent staff for March of the previous year shown as amount due by the Factory in the preceding year’s account disbursed in the current year.

(b) Pay & allowances of temporary staff including IEs for March of the previous year shown as amount due by the Factory in the preceding year’s account disbursed in the current year.

(c) Unclaimed wages remaining unpaid on 31st March of the preceding year.

2. By Overhead expenses Account:-

Indirect labour.

3. By work-in-progress Account:-

Direct Labour

4. By Outstanding Assets Account:-

Festival advance paid during the current year recovery of which is outstanding on 31st March

5. By Miscellaneous Credit Account:-

recovery of the festival advance of the previous year transferred

6. By work-in-Progress Account:-

Pay and allowances of NIE and NGOs & fees recovered in connection with testing of materials carried out at Ord. Fys.

7. By Supervision charges Account:-

Amount of supervision charges transferred.

IX. SUPERVISION CHARGES ACCOUNT

Debit Items

1. To Wages Account:-

Amount of supervision charges transferred.

2. To Capital Outlay Account:-

(a) Cost of passage concession

(b) P.L. Pay, leave pay, over-seas pay  and deputation allowances paid in England.

( c) Stores for staff

(d) Half cost of medical establishment at Kirkee (for Kirkee only).

Credit Items

1. By Overhead Expenses Account:-

 Amount transferred 

X. MISCELLANEOUS CHARGES ACCOUNT

Debit Items

1. To Sale of stores Account:-

Auctioneer’s Commission.

2. To Work-in-Progress Account:-

Departmental materials utilized on indirect work orders.

3. To Preliminary Expenses Account:-

Amount of preliminary expenses charges off to production during the year.

4. To Capital Outlay Account:-

(a) Repair and maintenance of buildings, roads etc. not chargeable to capital.

(i) Works carried out by MES

(ii) Works carried out by the factories departmentally 

(iii) Licence fee paid for hired buildings

(iv) Payments for railway sidings.

(b) Indirect service rendered by other factories.

(c) Cost of services such as free ration, free clothing etc. issued to DSC personnel.

(d) Printing and binding charges

(e) Charges for water and electricity consumed for other than manufacturing purposes (Cash Purchases).

(f) Electricity and water consumed for other than manufacturing purposes (not cash purchases).

(g) Rent of furniture.

(h) Medical and Surgical stores*

(i) 13 percent departmental charges to be levied on total revenue expenditure by MES in respect of factories.

(j)Assessed rent of MES quarters occupied by factory personnel

(k) Other adjustments (not pertaining to stock).
(l) Cost of un prepaid telegrams issued by the factory.

(m) R R Fund Machineries received on loan from other factories.

5. To Outstanding Liabilities Account:-

i. Licence fee for hired building pertaining to March of the current year to be paid in the next year.

Credit Items

1. By Outstanding Liabilities Account:-

(i) Licence fee for hired buildings pertaining to March of the previous year paid during the year.

2. By Overhead expenses Account:-

Balance transferred.

XI.   

MISCELLANEOUS CREDIT ACCOUNT

Debit Items

1. To Overhead Expenses Account:-

Amount transferred

Credit Items

1. By Wages Account:-

Unclaimed wages lapsed to Government.

2. By Capital Outlay Account:-

 (a) Miscellaneous recovery (Cash) including recovery from contractors for any loss of garments.

(b) Recoveries of loss of stores in transit.

(c) Share of rent dubitable to technical development establishment.

(d) Pensionary charges.

(e) MES Rental for telephone*.

(f) Bonus of apprentice lapsed.

(g) Capital assets transferred to the other defence formations.

(h)Proportionate share of Work Orders.01/00024/00, 01/00000/00, 01/00005/00, 01/00023/00 debitable to technical development establishment for which credit has been taken against work order 01/00141/00 & 02/00120/00

(i) Other adjustments (not pertaining to stock.

(j)Indirect services rendered to other factories.

(k) R R Fund machineries issued on loan to other factories.

XII. OVERHEAD EXPENSES ACCOUNT

Debit Items

1. To Transportation charges Account:-

Transportation charges allocated to assets.

2. To Stores Account:-

Indirect material issued to stores less return

3. To Stores Account:-

(a) Misc. issues of stores.

(b)Loss of stores in transit.

(c )Loss of stores on charge due to :-

(i) Theft, fraud, etc.

(ii) Deficiencies in actual balances not caused by theft, fraud, etc.

(iii) Deterioration due to defective storage.

(iv) Other causes

(d) Loss on sale of stores.

(e) Store adjustments.

4. To Wages Account:-

Indirect Labour.

5. To Supervision Charges Account:-

Amount transferred 

6. To Miscellaneous Charges Account:-

Balance transferred. 

7. To Capital Assets Account:-

(a) Depreciation on Building and other items only.

 (b) Residual book value discarded Capital Assets pertaining to Building and other items and also machineries disposed of procured under N.C. grant & Pojects.

(c) Transfer to other Defence Departments.

(d) Transfer of Machinery to inventory.

8. To Capital Outlay Account:-

(a) Contingent Charges 

(b) Cost of the O.F.B

(i) effective

(ii) Non-effective

(iii) R.R. Refund allocated(Amount booked under W.O. No. 01/20033/00.

(c) DAD Charges 

(i) Account

(ii) Internal Check

(d) Superannuation Charges.

(e) Government contribution to Provident Fund.

9. To Capital Outlay Account:

(a) Profit on sale of stores (not chargeable to production).

(b) Profit on Sale of surplus Capital assets (Not chargeable to production).

10. Blank

11. To Capital Assets Account (for R R Fund):-

Credit Items

1. By Stores Account:-

(a) Miscellaneous receipts.

(b) Surplus at stock taking

(c) Profit on sale of stores.

(d) Store adjustment.

2. By Wages Account:-

(a) Expenditure under Workmen’s compensation Act.

(b) Labour charges incurred on minor maintenance and repair works not chargeable to Capital and adjusted to 351/13 in Financial Account by minus debit to code nos. 351/01-351/02.

3. By Miscellaneous Credit Account:-

Amount transferred.

4. By Work-in-progress Account:-

(a) Variable overhead expenses

(b) Fixed overhead expenses.

5. By Licence Fee, Rates, Water and Electricity charges recoverable Account:-

(a) (i) Licence fees & rates recoverable (Cash)

(ii) Electricity and water charges recoverable (Cash)

(b) (i) Licence fee and rates recoverable (Cost)

(ii) Electricity and water charges recoverable (Cost)

6. By Capital Asset Account:-

Transfer of machinery from inventory.

7. By Preliminary Expenses Account:-

Preliminary expenses incurred during the year.

8. By Capital Outlay Account:-

Sale proceeds and recoveries from machinery.

9. By Capital Outlay Account:-

(a) Training of Assistant Works Manager, rate fixer, draughtsman, boy artisan, apprentices, workmen etc. (Not chargeable to production).

(b) Payment to workmen during notice period (Not chargeable to Production).

(c) Loss on sale on stores (Not chargeable to production).

(d) Loss on sale of surplus Capital assets 

procured under N.C. Grant  Projections (Not chargeable to production).

(e) Expenditure on account of care and custody of stock surplus to current production (Not chargeable to production). 

(f) Expenditure on account of care and custody of stockpile items (Not chargeable to production.

XIII. WORK-IN-PROGRESS ACCOUNT

Debit Items

1. Capital Outlay Account:-

Cost of work-in-progress (excluding Capital semi) on 1st April B/F

(a) Labour

(b) Material

(c) variable Overhead

(d) Fixed overhead.

2. To Capital Outlay Account:-

Cost of uncompleted Capital Work-in-progress on 1st April included in Capital Assets Account.

(a) Labour

(b) Material

(c) Variable Overhead

(d) Fixed overhead

3. To Stores Account:-

(a) Direct material issued to Shops less return.

(b) Issues to other than Defence Department private bodies, firms and contractors for manufacture of garments or fabrication of stores.

4. To Wages Account:

Direct Labour

5. To Overhead Expenses Account:-

(a) Variable overhead expenses.

(b) Fixed overhead expenses.

6. To trade Charges Account:-

Trade Charges.

7. To Profit and Loss Account:-

(a) Variable overhead expenses over absorbed.

(b) Fixed overhead expenses over absorbed.

Credit Items

1. By Miscellaneous Charges Account:-

Departmental material utilized on indirect work orders.

2. By payment services Account (Other than Defence Services):-

Cost of manufacture during the year.

3. By manufacture for factory’s own stock Account:-

Cost of manufacture during the year.

4. By Services to other Factories Account:-

Cost of manufacture during the year.

5. By Services for Capital Assets Account:-

Cost of Services during the year.

6. By Payment Issues for Defence Services Account:-

Cost of manufacture during the year for Army, Navy, Air Force and other Defence Departments.

7. By Profit and Loss Account:-

(a) Variable overhead expenses under absorbed.

(b) Fixed overhead expenses under absorbed.

8. By Capital Outlay Account:-

Cost of abnormal rejections (not chargeable to production) 

9. By Balance Account:-

Cost of work-in-progress (excluding Capital semi) on 31st March.

(a) Labour

(b) Material

(c) Variable Overhead

(d) Fixed Overhead.

10. By Capital Outlay Account:-

Cost of incompleted Capital Work-in-Progress on 31st March (included in Capital Assets Account).

(a) Labour

(b) Material

(c) Variable Overhead

(d) Fixed Overhead.

11. By Proforma capital assets account:-
	Dr. Customs Duty Account 

Cr. Outstanding Assets Accounts.

Dr. Customs Duty Account 

Cr. Capital Outlay Account.

Dr. Customs Duty Account cr. Outstanding Liabilities Account

Dr. Outstanding Liabilities Account.

Cr. Customs duty Account

Dr. Stores Account

Cr. Customs Duty Account

Dr. Outstanding Assets Account.

Cr. Customs Duty Account.

Dr. Stores cash purchase Account

Cr. Outstanding Assets Account

Dr. Stores cash purchase Account Head concerned

Cr. Capital Outlay Account

Dr. Stores cash purchase Account Head concerned

Cr. Capital Outlay Account

Dr. Stores cash purchase Account Head concerned

Cr. Capital Outlay Account

Dr. Stores cash purchase Account 

Cr. Outstanding Liabilities Account Capital Outlay Account

.

Dr. Outstanding Liabilities Account

Cr. Stores cash purchased Account 

Dr. Stores Account 

Cr. Stores Cash purchase Account 

Dr. Outstanding Assets Account

Cr. Stores Cash Purchase Account

Dr. Stores supplied by other Factories Account

Cr. Capital Outlay Account.

Dr. Stores supplied by other Factories Account

Cr. Capital Outlay Account.

Dr. Stores Account 

Cr. Stores supplied by other factories Account.

Dr. Balance Account

Cr. Stores supplied by other factories Account

Dr. Transportation Charges Account

Cr. Capital Outlay Account

Dr. Transportation Charges Account

Cr. Capital Outlay Account

Dr. Overhead expenses Account.

Cr. Transportation charges Account.

Dr. Store Account

Cr. Capital Outlay Account.

Dr. Store Account

Cr. Customs Duty Account

Dr. Store Account

Cr. Stores Cash Purchase Account

Dr. Store Account

Cr. Store supplied by other factories Account.

Dr. Store Account

Cr. Overhead expenses Account

Dr. Stores Account 

Cr. Manufacture for Factory’s own Stock  Account

Dr. Stores Account

Cr. Capital Assets Account

Dr. Stores Account

Cr. Capital Assets Account Stock Pile.

Dr. Stores Account

Cr. Capital Outlay Account.

Dr. Stores Account

Cr. Capital Outlay Account.

Dr. Stores Account

Cr. Capital Outlay Account.

Dr.  Stores Account 

Cr. Capital Outlay Account.

Dr. Issue of Stores on payment Account.

Cr. Store Account

Dr. Overhead Expenses Account

Cr. Store Account

Dr. Overhead Expenses Account

Cr. Store Account

Dr. Overhead Expenses Account

Cr. Store Account

Dr. Overhead Expenses Account

Cr. Store Account

Dr. Work-in-progress Account

Cr. Store Account.

Dr. Capital Assets Account.

Cr. Store Account.

Dr. Capital Assets Account Stock Pile.

Cr. Store Account.

Dr. Capital Outlay Account.

Cr. Store Account

Dr. Capital Outlay Account.

Cr. Store Account

Dr. Balance Account.

Cr. Store Account.

Dr. Sale of Stores Account.

Cr. Outstanding Assets Account.

Dr. Sale of Stores Account.

Cr. Stores Account.

Dr. Sale of stores Account.

Cr. Outstanding Liabilities Account.

Dr. Outstanding Liabilities Account.

Cr. Sale of Stores Account.

Dr. Miscellaneous Charges Account.

Cr. Sale stores Account.

Dr. Capital Outlay Account

Cr. Sale of stores Account.

Dr. Outstanding Assets Account.

Cr. Sale of store Account.

Dr. Issue of stores on payment Account.

Cr. Outstanding Assets Account.

Dr. Issue of stores on payment Account

Cr. Store Account

Dr. Issues of Stores on Payment Account

Cr. Outstanding Liabilities Account.

Dr. Outstanding Liabilities Account

Cr. Issues of stores on payment Account

Dr. Capital Outlay Account

Cr. Issues of Stores on payment Account.

Dr. Outstanding Assets Accounts

Cr. Issues of Stores on payment Account.

Dr. Wages Account

Cr. Miscellaneous Credit Account.

Dr. Wages Account 

Cr. Overhead expenses Account

Dr. Wages Account 

Cr. Overhead expenses Account

Dr. Wages Account

Cr. Capital Outlay Account

Dr. Wages Account

Cr. Capital Outlay Account

Dr. Wages Account

Cr. Capital Outlay Account

Dr. Wages Account

Cr. Outstanding Liabilities Account.

Dr. Wages Account.

Cr. Outstanding Liabilities Account

Dr. Wages Account.

Cr. Outstanding Liabilities Account

Dr. Wages Account.

Cr. Outstanding Liabilities Account

Dr. Wages Account.

Cr. Outstanding Liabilities Account

Dr. Outstanding Liabilities Account.

Cr. Wages Account

Dr. Outstanding Liabilities Account.

Cr. Wages Account

Dr. Outstanding Liabilities Account.

Cr. Wages Account

Dr. Overhead Expenses Account.

Cr. Wages Account.

Dr. work-in-progress Account:-

Cr. Wages Account.

Dr. Outstanding Liabilities Account.

Cr. Wages Account

Dr. Miscellaneous Credit Account

Cr. Wages Account

Dr. Work-in-Progress Account

Cr. Wages Account

Dr. Supervision Charges Account

Cr. Wages Account

Dr. Supervision Charges Account

Cr. Wages Account

Dr. Supervision Charges Account

Cr. Capital Outlay Account

Dr. Supervision Charges Account

Cr. Capital Outlay Account

Dr. Supervision Charges Account

Cr. Capital Outlay Account

Dr. Overhead Expenses Account

Cr. Supervision Charges Account

Dr. Supervision Charges Account

Cr. Wages Account

Dr. Miscellaneous Charges Account.

Cr. Work-in-Progress Account

Dr. Miscellaneous Charges Account.

Cr. Preliminary Expenses Account

Dr. Miscellaneous Charges Account.

Cr. Capital Outlay Account

Dr. Miscellaneous Charges Account:

Cr. Capital Outlay Account.

Dr. Miscellaneous charges Account.

Cr. Outstanding Liabilities Account.

Dr. Outstanding Liabilities Account.

Cr. Miscellaneous Charges Account.

Dr. Overhead expenses Account.

Cr. Miscellaneous Charges Account.

Dr. Miscellaneous Credit Account.

Cr. Overhead expenses Account.

Dr. Wages Account.

Cr. Miscellaneous Credit Account.

Dr. Capital Outlay Account.

Cr. Miscellaneous Credit Account.

Dr. Capital outlay account.

Cr. Miscellaneous Credit Account.

Dr. Overhead Expenses Account.

Cr. Transportation charges Account.

Dr. Overhead Expenses Account.

Cr. Stores Account.

Dr. Overhead Expenses Account.

Cr. Stores Account.

Dr. Overhead Expenses Account.

Cr. Stores Account.

Dr. Overhead Expenses Account

Cr. Wages Account

Dr. Overhead Expenses Account.

Cr. Miscellaneous charges Account

Dr. Overhead Expenses Account.

Cr. Miscellaneous charges Account

Dr. Overhead Expenses Account.

Cr. capital assets Account

Dr. Overhead Expenses Account.

Cr. Capital Outlay Account.

Dr. Overhead Expenses Account.

Cr. Capital Outlay Account.

Dr. Overhead Expenses Account.

Cr. Capital Outlay Account

Dr. Overhead Expenses Account.

Cr. Proforma Capital Asset Account

Dr. Store Account

Cr. Overhead Expenses Account.

Dr. Wages Account

Cr. Overhead expenses Account

Dr. Miscellaneous Credit

Cr. Overhead Expenses Account.

Dr. Work-in-progress Account.

Cr. Overhead Expenses Account.

Dr. Licence Fee, Rates, Water & Electricity charges recoverable Account.

Cr. Overhead Expenses Account

Dr. Capital Asset Account.

Cr. Overhead Expenses Account.

Dr. Preliminary expenses Account.

Cr. Overhead Expenses Account.

Dr. Capital Outlay Account

Cr. Overhead Expenses Account

Dr. Capital Outlay Account

Cr. Overhead Expenses Account

Dr. Capital Outlay Account

Cr. Overhead Expenses Account.

Dr. Work-in-Progress Account.

Cr. Capital Outlay Account

Dr. Work-in-progress Account

Cr. Capital Outlay Account.

Dr. Work-in-Progress Account

Cr. Stores Account

Dr. Work-in-Progress Account

Cr. Stores Account

Dr. Work-in-Progress Account

Cr. Overhead charges Account

Dr. Work-in-Progress Account

Cr. Trade charges Account.

Dr. Work-in-Progress Account

Cr. Profit and Loss Account

Dr. Miscellaneous charges Account.

Cr. Work-in-Progress Account

Dr. Payment services (other than Defence Services)

Cr. Work-in-Progress Account

Dr. Manufacture for Factory’s own Stock Account

Cr. Work-in-Progress Account.

Dr. Services to other factories Account.

Cr. Work-in-Progress Account

Dr. Services for Capital Assets Account.

Cr. Work-in-Progress Account.

Dr. Payment Issues for Defence Services Account.

Cr. Work-in-Progress Account

Dr. Profit and Loss Account

Cr. Work-in-Progress Account

Dr. Capital Outlay Account

Cr. Work-in-Progress Account

Dr. Balance Account 

Cr. Work-in-Progress Account

Dr. Capital Outlay Account

Cr. Work-in-Progress Account.

Dr. Proforma Capital Assets Account.

Cr. Work-in-Progress Account.

Dr. Proforma Capital Assets Account.

Cr. Work-in-Progress Account.


	Details of statement of Assets and Liabilities for the previous year.

Cash compilation head 

Details of statement of Assets and Liabilities for the current year.

Details of statement of assets and Liabilities for the previous year.

Priced Store Account 

Details of statement of assets and liabilities for the current year.

Details of statement of Assets and Liabilities for the previous year.

Cash compilation head relevant Code No.

Cash compilation head relevant Code No.

The total value of Europe Invoices received during the year(converted at 1s.6d.to the rupee).

Details of statement of Assets and Liabilities for the current year for debit item 2(i) to (iv).

Details of statement of Assets and Liabilities for the previous year.

Priced Stores Account

Details of statement of Assets and Liabilities for the current year.

Details of statement of Assets and Liabilities for the previous year.

The total value of stores shown by issuing Accounts. Officers as having been issued from their factories from 1st April to 31st March vide their annual consolidated statement of ‘S’ ‘P’ issue vouchers should be shown.

Priced Stores Account 

Balancing entry for this account

Cash compilation

Statement received by the Accounts Officers From CsDA.

This is the balancing entry for this account

Details of statement of assets and liabilities for the previous year.

Priced Store Account 

Priced Store Account 

Priced Store Account

Priced Store Account

Manufacturing Account Statement ‘A’

Priced Store Account

Code No. 15 (Receipts)

Priced Store Account

Code No. 137 (Receipts)

Priced Store Account

Priced Store Account

Code No. 14 (Receipts)

Priced Store Account

Code No. 120 (Receipts)

Priced Store Account

Priced Store Account

Priced Store Account 

Code No. 52 and 58 (Issues)

Priced Store Account 

Code No. 63 (Issues)

Priced Store Account

Priced Store Account

Priced Store Account

Priced Store Account

Priced Store Account code no. 66 (Issues)

Priced Store Account code no. 51 (Issues)

Priced Store Account code no. 113 (Issues)

Priced Store Account

Priced Store Account code no. 108 (Issues)

This is the balancing entry of the Account.

Details of statement of assets and liabilities for the previous year.

Priced Store Account 

Code No. 52 to 58 (Issues).

Details of treasury receipts of the current year remaining unlinked for want of concerned issue vouchers.

Details of previous year’s treasury receipts unlinked for want of concerned Issue Vouchers till the end of previous year.

Priced Store Account Code No. 53, 55 & 57

Cash compilation and sale/release orders received from pay and Accounts Officer. 

Details of Cash compilation and sale/release orders.

Details of Cash compilation and sale/release orders.

Priced Store Account Code No. 63 (Issues)

Details of treasury receipt of the current year.

Details of statement of assets and liabilities for the previous year. (Liabilities outstanding as on 31st March of previous year to be brought forward)

From the records of the Accounts Officer the figures should be reconciled with the corresponding figures under receipts in the cash compilation.

Payment issue register

From Statement furnished by the management with reference to absentee payment register. 

Punching Media prepared by debiting pay code no. 351/03 – 352/03 and crediting code no. 351/02-352/02

Respectively.

Punching Media prepared by debiting code no. 351/13 in the financial Account by minus debit to code no. 1/351/01-1/351/02.

Cash Compilation 

Cash compilation 

Punching Media prepared for debiting capital head and crediting code no. 352/02,352/02 by minus debit.

From the record of the accounts officer the figures should agree with those booked to the relevant work orders.

Pay for March paid in April under the code no. shown against 3 (a). To be obtained from the cash compilation for April (excepting travelling and outstation allowances which are adjusted in the year of account).

Pay for March paid under the code no. shown against 3 (b) above to be obtained from the cash compilation for April (excepting travelling and outstation allowances which are adjusted in the year of account).

Same as debit item above.

Details of statement of assets and liabilities of the previous year.
Details of statement of assets and liabilities of the previous year.

Details of statement of assets and liabilities of the previous year.

From records of the Accounts officer such as labour abstract, transfer voucher abstract etc. 

From records of the Account officer such as labour abstract, transfer voucher abstract etc.

Balancing entry to be reconciled with the details of pay and allowances allocated to 01 and 02 work orders.

Balancing entry of wages account

Statement of expenditure furnished by the AA, Section at the end of the year.

From the records of Accounts Officer (Amount compiled under Fin. Code).

Stores issued free by the Accounts Officer from factory and valued at the prescribed rates. Details to be 

Collected by the Accounts officer from factory and valued at prescribed rates.  

Statement furnished by the CDA, Poona to the Accounts officer,

Ammunition factory Kirkee.

Balancing entry for this account.

Priced Store Account code nos. 53, 55 and 57.

From details of transfer vouchers prepared for the purpose. 

Details of amounts booked to work order 01/00048/00

From MES statement reconciled with details of cash compilation.

From relevant punching media prepared for the 

From details of cash compilation

From the expenditure booked to work order 01/00016/00 from details intimated  by the Accounts Officers of factories concerned

To be calculated at the capitation rates of the previous year intimated by the ‘AA’ Section.

From actual cost compiled from priced vouchers or by reference to the respective consignors.

From analytical statement prepared for charges under work order 01/00018/00.

From analytical statement prepared for charges under work order. 01/00018/00.

To be ascertained from the MES authorities concerned. To be ascertained from vouchers received for supplies made by MES depots and other Army Formations.

* The amount of medical & surgical stores included in incidental and miscellaneous expenses on account of cash expenditure for purpose of dressing etc. will be accounted for in contingencies in the overhead expenses Account.

To be calculated from the statement furnished by MES

To be ascertained in consultation with MES and factory authorities.

From the details of records pertaining to such adjustments. 

From statements received from the Railway Section of the C.C of A (Fys).

To be ascertained from the Accounts Officer of the factories concerned.

From details of licence fee for the hired buildings. 

From details of licence fee for the hired buildings. 

Balancing entry for this account 

Balancing entry for this account 

From statement furnished by the management with reference to absentee payment register.

(a) & (b) the figures to be obtained by the Accounts Officer from schedule ¾ “Miscellaneous receipts” and reconciled with the figures in the financial compilation under code Nos. 802/1,800/06.

(c) The figures to be determined by the Accounts Officer.

(d) The total figures will be communicated by the CCof A (Fys) at the end of the year.

(e) The figures will be obtained from MES authorities.

(f) From statement furnished by the Management.

From schedule of capital services vouchers.

The proportionate share to be worked out by the Accounts Officer on the basis of percentages communicated by the Management.

From details of records pertaining to such adjustment. 

From records pertaining to such services.

From Block Register

Balancing entry of the transportation charges Account.

Priced Store Account 

Priced Store Account 

From records of the Accounts Officer such as Labour abstracts and transfer voucher abstract etc. 

Balancing entry of Supervision charges Account.

Balancing entry of Miscellaneous Charges Account

Register of depreciation charges opened for the purpose.

Block Register or Schedule of Capital Stores vouchers

Cash Compilation Code incidental and Misc. expenses. (Figures communicated by C C of A (Fys) “AA” Section).

Figures communicated by PC of A (Fys) ‘AA’ Section (Central Administration cost) and also pay bills of the Accounts Office.

Figures representing superannuation charges of factory establishment are calculated by Accounts office in accordance with instructions laid down in F.A.R.

Statement furnished by the c C of A (Fys).

Sale account

Sale Account.

The Amount of RR Fund Worked out by applying depreciation formual as modified and booked under V.O. 02/00042/00 & 02/10042/00 excluding portation pertaining to machinery received on loan from other factories.

Priced Store Account

Punching media prepared debiting and crediting code No. 351/352/03 & 351/352/02 respectively.

Punching media prepared debiting code Nos. 351/13/03 & crediting (By minus debit Code Nos. 1/351/01/02.

Balancing entry of Miscellaneous Credits Account.

Balancing entry for this account.

Statement B of manufacturing Account (Schedule concerned).

From schedules of Capital series vouchers.

From figures compiled to work order 01/00048/00.

Sale Accounts and statements and manufacturing Accounts statements.

From details of expenditure under work orders. (i)01/00010/00

(ii)01/00011/00

(iii)01/00014/00

(iv) 01/00014/00

(v) 01/00014/00

(vi) 01/00010/00

Sale Account 

Sale Account 

Amount booked to work order 02/00025/00

Amount booked to work order 02/00025/00

Details of statement of assets and liabilities.

Details of statement of assets and liabilities.

Priced Store Account code No. 66 (issues)

From records of the Accounts office such as Labour Abstract transfer voucher abstract etc.

Balancing entry of Trade charges Account

Balancing entry of Trade charges Account

Difference between the figures of MCC tabulation and S.V.C. or S.F.C. statement as the case may be.

From details of transfer voucher prepared for the purpose. 

From cost of production worked out for the relevant work order series.

From cost of production worked out for the relevant work order series.

From cost of production worked out for the relevant work orders series.

From cost of production worked out for the relevant work orders series.

From cost of production worked out for the relevant work orders series.

Difference between the figures of MCC Tabulation and SVC or SFC statement, as the case may be. 

Figures booked to the relevant work orders corresponding to original warrants.

Balancing entry for this Account.

Balancing entry for this Account.

Cost of manufacture/   Service under 95 Series at work order.


	The amount shown against outstanding assets in the statement of assets and liabilities will include various items which are due to the factory. The amount relating to stores cash purchase should be determined by the AOs with reference to various store Balance Sheets referred to under column 3.

Contra entry to debit item (3) of stores Account.

Contra entry to debit item (4) to Stores Account.

This amount should be reconciled with the total of the details of the individual vouchers shown as outstanding on 31st March for being received during the ensuing year.

Contra entry to credit item of (2) of stores Cash Purchase Account

Contra entry to credit item (1) of Stores supplied by other Factories Account.

*Produce from packages, scrap from machinery etc. broken up, scrap from inventory etc.

This value should agree with the priced Store Account Code No. 16 (Receipts)

* Exclusive of stores for staff which will be accounted for in the supervision charges Account.

Gross Sale proceeds inclusive of auctioneer’s Commission should be accounted for.

This should agree with the figures appearing in H Form No.10 (amount appearing against 01 and 02 series).

Contra entry to debit item 3 of overhead expenses account. These figures should agree with those booked against relevant work orders in the 01 & 02 series by the Accounts Officers.

Contra entry to debit item 3 of work-in-progress account. This should agree with figures appearing in H form no.10.

Contra entry to Dr. Item 2 of overhead expenses Account. 

This will relate to transactions which were passed through store ledgers before being capitalized.

The figures must agree with the closing balances on 31st March as shown in the priced ledger.

Contra entry to credit item 1 of stores Account.

Contra entry to credit item 2 of Stores Account Value of stores only. Departmental charges, if any, included in the bills should, when recovered, be adjusted as miscellaneous receipts as a credit to over head expenses Account.

The value shown against this head should be reconciled with the outstanding on 31st March in the Payment Issue Register.

Contra entry to credit item 1 of Miscellaneous Credit Account.

Contra entry to credit item 3 of overhead expenses Account.

Contra entry to credit item 8 of Capital Outlay Account.

Contra entry to the credit item 6 of outstanding liabilities Account.

Contra entry to debit item 5 of outstanding liabilities Account.

Contra entry to debit item 4 of overhead expenses Account.

Contra entry to debit item 4 of work in progress Account.

Contra entry to debit item 1 of supervision charges account.

Contra entry to credit item 5 of wages account.

Contra entry to credit item 9 of Capital Outlay Account.

Contra entry to credit item 9 of Capital Outlay Account.

Contra entry to debit item (9) Capital Outlay Account.

Contra entry to credit item 5 of over-head expenses account.

Contra entry to credit item 2 of the sale of stores account.

Contra entry to credit item (1) of Work-in-Progress Account.

Contra entry to credit item 1 of preliminary Expenses Account.

Contra entry to credit item 10 of capital outlay account.

Contra entry to credit item (7) of outstanding liabilities Account.

Contra entry to debit item (6) of outstanding Liabilities Account.

Contra entry to debit item (6) of overhead Expenses Account.

Contra entry to credit  item (4) of overhead Expenses Account.

Contra entry to debit item (1) of wages Account.

* Only for Cordite Factory.

Contra entry to debit  item (5) of

Capital outlay account.

Contra entry to credit item (1) of transportation charges account.

Contra entry to credit item (3) of the store Account.

Contra entry to credit item (4) of the store Account.

Contra entry to credit item 2 of Wages Account.

Contra entry to credit item (1) of Supervision charges Account.

Contra entry to credit item 2 of Miscellaneous Charges Account

Contra entry to credit item 3 of Capital Assets Account

Contra entry to credit item 11 of capital outlay Account.

(a) Include stationery stock forms and telephone charges.

(b) (i) Includes pay and allowances of the staff employed in OFB’s office in connection with stock verification work debitable to work order 01/00033/00.

(c) The total amount under these figures will include:

(1) Pay and allowances of the Accounts Office. 

(2) Proportionate share of the C C of A (Fys) Office inclusive of EDP Section as intimated by the C C of A (Fys).

(3) Cost of stationery supplied to the Accounts Office, intimated by the C C of A (Fys). 

(4) Cost of stock forms received by the Accounts Office and priced as per rate lists, priced vouchers etc.

(5) Superannuation charges of the Accounts Office calculated according to instructions laid down in F.A.R.

(6) Cost of printing and binding.

(7) Cost of unpaid telegrams. 

Note: 20 percent of the AO’s Cost (Pay & Allowances etc. plus items (3), (4), (5), (6), (7) above) after deducting share of technical development establishment, if any, will be shown as ‘internal check’ and the balance as ‘Accounts Cost’.

The figures shown against this head should agree with that booked against work order 01/0009/00.

The figures shown against this head should agree with that booked under work orders 01/00007/00.

01/00008/00 and

02/00013/00

Contra entry to credit item 12 of Capital Outlay Account

Contra entry to debit item (6) of Store Account

Contra entry to debit item (1) of Miscellaneous Credits Account.

Figures under (a) & (b) should agree with the net total figure under ‘01’ & ‘02’ series tabulation.

Contra entry to debit item 2 of licence fee, rates, water and electricity charges recoverable.

Contra entry to debit item 4 of Capital Assets Account.

Contra entry to debit item 2 of Preliminary Expenses Account

Contra entry to debit item 6 of Capital Outlay Account.

Contra entry to debit item 8 of Capital Outlay Account.

Contra entry to credit item 5 of stores Account.

Contra entry to credit item 3 of Wages Account.

Contra entry to credit item 5 of overhead Expenses Account

Contra entry to credit item 2 of Trade Charges Account.

Contra entry to credit item 4 of profit and loss Account.

Contra entry to debit item 2 of miscellaneous Charges Account

Contra entry to debit item 4 of Profit and Loss Account.

Contra entry to debit item 9(b) of capital Outlay Account.

Contra entry to debit item 3 of Balance Account.

Contra entry to debit item 9(a) of capital outlay Account.


	XIV. Licence Fees, Rates, Water and Electricity Charges recoverable Account

	Debit Items

1. To Outstanding Assets Account:-

Licence fees, rates etc. pertaining to the previous year for which recoveries are to be made in the current year.

2. To Overhead Expenses Account:-

(a) (1) Licence fees and rates recoverable (cash)

(2) Electricity and water charges recoverable (cash)

(b) (1) Licence fee and rates recoverable (cost)

(2) Electricity and water charges recoverable (cost)

Credit items

1. By Capital Outlay Account:-

(a) (1) Licence fee and rates recovered (cash)

(2) Electricity and water charges recovered (cash)

(b)(1) Licence fee and rates recovered (cost)

(2) Electricity and water charges recovered (cost)

2. By Outstanding Assets Account:-

Licence fees, rates etc. pertaining to the current year for which recoveries are outstanding on 31st March
	Dr. Licence fees, rates, water and electricity charges recoverable Account

Cr. Outstanding Assets Account.

Dr. Licence fees, rates, water and electricity charges recoverable Account

Cr. Overhead Expenses Account.

Dr. Capital Outlay Account

Cr. Licence fees, rates, water and electricity charges recoverable Account

Dr. Outstanding Assets Account

Cr. Licence fees, rates, water and electricity charges recoverable Account


	Details of statement of Assets and Liabilities of the previous year

Manufacture Account Statement ‘B’ (Schedules concerned)

Cash compilation and Manufacture Account Statement ‘B’

Cash compilation and manufacturing Account Statement ‘B’
	

	XV. Payment Services Account (other than Defence Services)

	Debit Items

1. To Capital Outlay Account:-

Balance of finished semi on 1st April

2. To Outstanding Assets Account:-

Sundry Debtors for services rendered on payment in the previous year for which recoveries to be made in the current year

3. To Work-in-Progress Account:-

Cost of manufacture during the year

4. To Outstanding Liabilities Account:-

Recoveries made during the year for services to be rendered in the ensuing year

5. To Profit and Loss Account:-

Net profit on payment services
	Dr. Payment Services Account (other than Defence Services)

Cr. Capital Outlay Account

Dr. Payment Services Account (other than Defence Services)

Cr. Outstanding Assets Account

Dr. Payment Services Account (other than Defence Services)

Cr. Work-in-Progress Account

Dr. Payment Services Account (other than Defence Services)

Cr. Outstanding Liabilities Account

Dr. Payment Services Account (other than Defence Services)

Cr. Profit and Loss Account
	Statement of Assets and Liabilities

Statement of Assets and Liabilities

From cost of manufacture worked out for the relevant work order series

This advance recovery is to be ascertained with reference to details of treasury receipts and the register for watching recoveries on account of payment issues

Balance entry for this Account
	Contra entry to credit item 2 of Work-in-Progress Account

	Credit items

1. By outstanding Liabilities Account:-

Recoveries made during the previous year for services not rendered by the end of that year

2. By Capital Outlay Account:-

Recoveries made during the year for services rendered on payment

3. By Balance  Account:-

Balance of finished semi on 31st March

4. By Outstanding Assets Account:-

Sundry Debtors for services rendered on payment during the year for which recoveries are outstanding on 31st March

5. By Profit and Loss Account:-

Net loss on payment services
	Dr. Outstanding Liabilities Account

Cr. Payment Services Account (other than Defence Services)

Dr. Capital Outlay Account

Cr. Payment Services Account (other than Defence Services)

Dr. Balance Account

Cr. Payment Services Account (other than Defence Services)

Dr. Outstanding Assets Account

Cr. Payment Services Account (other than Defence Services)

Dr. Profit & Loss Account

Cr. Payment Services Account (other than Defence Services)
	For details of outstanding assets and liabilities of the previous year

Actual recoveries made from 1st April to 31st March of the financial year to be ascertained and reconciled with corresponding cash compilation figure

From priced finished semi statements. The value of services completed as payment services but not issued to be shown at actual cost as included in Work-in-Progress Account

The value at which payment services have been rendered (issued) and which is recoverable but has not been recovered, to be ascertained and shown against this head. This should be reconciled with the total outstanding in the register for watching recoveries on account of payment issues.

Balancing entry for this account
	

	XVI. Manufacture for Factory’s own Stock Account

	Debit items

1.  To Work-in-Progress Account:-

Cost of manufacture during the year

2. To Profit and Loss Account:-

Net profit on manufacture

Credit items

1. By Store Account:-

Value of receipts into stock from own factory manufacture

2. By Profit and Loss Account:-

Net loss on manufacture


	Dr. Manufacture for Factories Stock Account

Cr. Work-in-Progress Account

Dr. Manufacture for Factories Stock Account

Cr. Profit and Loss Account

Dr. Store Account

Cr. Manufacture for Factories’s Stock Account

Dr. Profit and Loss Account

Cr. Manufacture for Factories’s Stock Account


	From cost of production for the relevant work order series

Balancing entry for this Account

Manufacturing Account Statement ‘A’ Reconciled with amount of PSA(Rt.) Code 16

Balancing entry for this Account


	Contra entry to credit item 3 of Work-in-Progress Account

Contra entry to debit item 6 of Store Account



	XVII. Service to other Factories Account

	Debit items

1. To Capital Outlay Account:-

Balance of finished semi on 1st April

2. To Work-in-Progress Account:-

Cost of manufacture during the year

3. To Profit and Loss Account:-

Net profit on issues

Credit items

1. By Capital Outlay Account:-

Cost of issues to other factories at actual rates.

2. By Balance Account:-

Balance of finished semi on 31st March

3. By Profit and Loss Account:-

Net Loss on issues
	Dr. Services to other Factories Account

Cr. Capital Outlay Account.

Dr. Services to other Factories Account

Cr. Capital Outlay Account.

Dr. Services to other Factories Account 

Cr. Profit and Loss Account

Dr. Capital Outlay Account.

Cr. Services to other Factories Account 

Dr. Balance Account.

Cr. Services to other Factories Account

Dr. Profit and Loss Account.

Cr. Services to other Factories Account
	Details of statement of Assets and Liabilities for the preceding year

From cost of production worked out for the relevant work order series

Balance entry for this Account

Manufacturing Account 

Statement -“A”

From finished semi statement (received from factory) reconciled with Production Ledger Cards and valued at actual Cost of production.

Balance entry for this Account
	Contra entry to credit item 4 of Work-in-Progress Account



	XVIII. Services for Capital Assets Accounts

	Debit items

1. To Work-in-Progress Account:-

Cost of services during the year

Credit items

1. By Capital Outlay Account:-

Cost of services capitalised
	Dr. Services to other Factories Account

Cr. Work-in-Progress Account

Dr. Capital Outlay Account.

Cr. Services to other Factories Account


	From Cost of production worked out for the relevant work order series

Manufacturing Account 

Statement –‘A’
	Contra entry to credit item 5 of Work-in-Progress Account

	XIX. Payment Issues for Defence Services Account

	Debit items

1. To Capital Outlay Account:-

Balance of finished semi on 1st April

2. To Work-in-Progress Account:-

Cost of manufacture during the year for Army, Navy, Air Force and other Defence Departments

3. To Profit and Loss Account:-

Net profit on issues
	Dr. Payment Issues for Defence Services Account

Cr. Capital Outlay Account.

Dr. Payment Issues for Defence Services Account

Cr. Work-in-Progress Account

Dr. Payment Issues for Defence Services Account

Cr. Profit and Loss Account


	Details of statement of assets and liabilities for the previous year

From Cost of production worked out for the relevant work order series

Net profit on payment services to Army, Navy, Air Force and other Defence Departments
	Contra entry to credit item 6 of Work-in-Progress Account

	Credit items

1. By Capital Outlay Accounts:-

Cost of issues to the Army, Navy, Air Force and other Defence Departments.

2. By Balance Account:-

Balance of finished semi on 31st march.

3. By profit and Loss Account:- 

Net Loss on issues
	Dr. Capital Outlay Account.

Cr. Payment Issues for Defence Services Account.

Dr. Balance Account.

Cr. Payment Issues for Defence Services Account.

Dr. Profit and Loss Account

Cr. Payment Issues for Defence Service Account.
	From manufacture Account Statement ‘A’

From the finished semi statement reconciled with production ledger cards and valued at actual cost of production.

Net loss on payment services to Army, Navy, Air Force and other Defence Departments.
	

	XX. Profit and Loss Account 

	Debit items

1. To Payment services Accounts (other than Defence Services):-

Net loss on issues

2. To Manufacture for Factory’s own stock Account:-

Net loss on manufacture

3. To Services to other Factories Account:-

Net Loss on Issues

4. To Work-in-Progress Account:-

(a) Variable overhead expenses under absorbed,

(b) Fixed overhead expenses under absorbed

5. To Balance Account:- 

Net Profit
	Dr. Profit and Loss Account.

Cr. Payment services Account (other than Defence Services)

Dr. Profit and Loss Account

Cr. Manufacture for Factory’s Own Stock Account

Dr. Profit and Loss Account

Cr. Services to other Factories Account

Dr. Profit and Loss Account

Cr. Work-in-Progress Account

Dr. Profit and Loss Account

Cr. Balance Account
	Balancing entry for payment services Account (other than Defence Services).

Balancing entry for manufacture for factory’s own stock account.

Balancing entry for services to other factories Account.  

Difference between the figures of MCC tabulation and SVC or SFC statement, as the case may be.

Balancing entry for this account
	Debit items 1 to 4 contra entries to corresponding credit items in the various accounts concerned. Item 5 is the balancing entry for the account where there is a profit to be carried to statement of assets and liabilities.

	Credit items

1.By payment services Account (other than Defence Departments):- 

Net profit on issues

2. By Manufacture for factory’s own stock Account:-

Net Profit on manufacture

3. By Services to other Factories Account:-

Net profit on manufactures

5. To Work-in-Progress Account:-

(a) Variable overhead expenses over absorbed,

(b) Fixed overhead expenses over absorbed

5. To Balance Account :- 

Net loss 
	Dr. Payment services Account (other than Defence Services)

Cr. Profit and Loss Account

Dr. Manufacture for Factory’s own stock Account

Cr. Profit and Loss Account

Dr. Services to other factories Account

Cr. Profit and loss Account

Dr. Work-in-Progress Account

Cr. Profit and Loss Account

Dr. Balance Account

Cr. Profit and Loss Account
	Balancing entry for payment services Account (other than Defence Services)

Balancing entry for manufacture for Factory’s own stock Account

Balancing entry for services to other Factories Account

Difference between the figures of MCC tabulation and SVC or SFC statement, as the case may be.

Balancing entry
	Credit items 1 to 4 are all contra entries to corresponding debit entries in the various accounts concerned. Item 5 is the balancing entry for the amount where there is a net loss, to be carried to statement of assets and liabilities



	XXI. Capital Assets Accounts

	Debit items

1. To Capital Outlay Account:

(a) Net capital on 1st April B/F (MES)

(b) Services in completed on 1st April B/F (Factory Services Only)

2. To Outstanding Assets Account:- 

(a) Payments made during the previous year for which machineries not received till the end of that year.

(b) Value of machinery in transit between Factories at the end of the Previous year

(c) Customs duty paid in the previous year but carried forward for inclusion in the current year’s account

3. To Stores Account:-

Transfers from stock to Capital

4. To overhead Expenses Account:-

Transfer of Machinery  from Inventory

5. To Capital Outlay Account:-

(a) Expenditure by MES (Financial Account)

(i) New Grant 

(b) Expenditure by Factory (Financial Account)

(i) New Grant 

(c) Expenditure on account of Machinery purchased (in-voice value).

(i) New Grant 

(d) Expenditure in India for machinery purchased locally (Financial Account)

(i) New Grant 

(e) Transfer from other Defence Departments

(f) Transfer from other Factories

(g) Miscellaneous adjustments

(h) Departmental charges on MES works

6. To Outstanding Liabilities Account:-

(a) Expenditure incurred by MES in the current year to be adjusted in the ensuing year.

(b) Machineries received by the Factory in the current year payments for which to be made in the ensuing year

(c) Customs Duty allocated to the cost of machine but not paid during the current year.

Credit items

1. By Outstanding Liabilities Account:-

(a) Expenditure incurred by MES in the previous year to be adjusted in the current year.

(b) Machinery procured under N.C. Grant & Projects received by the Factory in the previous year, payments for which to be made in the current year

(c) Customs Duty allocated to the cost of machine in the previous year but brought forward for payment in the current year

2. By Stores Account:-

Transfer from Capital to stock

3. By Overhead Expenses Account:-

(a) Depreciation on Buildings

and Other items only.

(b) Residual book value of discarded capital assets pertaining to building and other items and also machinery 

which were procured under N.C. Grant and Projects.

(c) Transfer to other Defence Departments

(d) Transfer of machinery to inventory

4. By Capital Outlay Account:-

(a) Transfer to other Factories

(b) Miscellaneous adjustments

5. By Outstanding Assets Account:-

(a) Payment made during the year for machinery

(b) Value Machinery procured under N.C. Grant & Projects in transit between factories on 31st march.

(c) Customs Duty paid for machinery not received till the end of the year

6. By Balance Account:-

(a) Net Capital on 31st March

(b) Services incompleted on 31st March (Factory services only)

(c) Services incompleted on 31str March (MES)
	Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account.

Cr. Outstanding Assets Account

Dr. Capital Assets Account

Cr. Stores Account

Dr. Capital Assets Account

Cr. Overhead Expenses Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Capital Outlay Account

Dr. Capital Assets Account

Cr. Outstanding Liabilities Account

Dr. Outstanding Liabilities Account

Cr. Capital Assets Account

Dr. Store Account

Cr. Capital Assets Account

Dr. Overhead expenses Account

Cr. Capital Assets Account

Dr. Capital Outlay Account 

Cr. Capital Assets Account

Dr. Outstanding Assets Account

Cr. Capital Assets Account 

Dr. Outstanding Assets Account

Cr. Capital Assets Account

Dr. Outstanding Assets Account

Cr. Capital Assets Account

Dr. Balance Account

Cr. Capital Assets Account


	Details of statement of assets and liabilities for the previous year.

Details of statement of assets and liabilities for the previous year.

Priced store Account code no. 51 (Issues)

From schedules of Capital series Vouchers

Financial compilation.

Financial compilation.

Financial compilation.

Financial compilation.

From Schedule of Capital series receipt vouchers

From Schedule of Capital series receipt vouchers

From Schedule of Capital series receipt vouchers

From Schedule of Capital series receipt vouchers

Difference between the value of building items capitalized during the year and the value there of appearing in the financial compilation

Difference between the value of machinery items capitalized during the year and the value thereof appearing in the financial 

Compilation.

From details of Unlinked items in the linking register for Capital Assets

From the statement of assets and liabilities of the previous year

From the statement of assets and liabilities of the previous year

From the statement of assets and liabilities of the previous year

Priced Store Account 

(Code no. 15)

(Receipts)

Register for depreciation charges opened for the purpose. Block Register or from schedules of capital series vouchers

(B) Register for depreciation charges opened for the purpose. Block Register or from schedules of capital series vouchers

-do-

-do-

From schedule of Capital series vouchers

From schedule of Capital series vouchers

From details of unlinked disbursement vouchers in respect of machinery items

Difference between the consolidated statement of capital series issue vouchers received from the consignor factory and the vouchers accounted for the block register.

Difference between financial compilation and the amount accounted for in the machinery block register

Balancing entry for this account
	Contra entry to credit item 6 of Store Account.

The amount should be reconciled with the amount booked to work order 01/00303/00.

Figure to be reconciled with Punching Mediums prepared debiting to code 922/31, 33, 34, 36 &

813/01 to 04

Contra entry to debit item 8 of stores Account

The amount should be reconciled with the amount booked to WO 01/00036/00

Details of cash compilation figures under the head should agree with these shown in statement ‘B’ furnished by MES



	XXI A. Capital Assets Account (Stock-Pile)

	Debit items

1. To Capital Outlay Account:-

Net Capital on 1st April B/F

2. To Outstanding Assets Account:-

Payments made during the previous year for which stores were not received at the end of that year

3. To Store Account:-

Transfer from stock to capital stock-pile

4. To Capital Outlay Account:-

(a) Expenditure in India.

Items purchased locally (Financial Account)

(b) Expenditure in England items purchased.

5. To Outstanding Liabilities Account:-

Stores received in the current year for which payments are to be made in the ensuing year

Credit items

1. By Outstanding Liabilities Account:-

Stores received in the previous year but brought forward for payment in the current year.

2. By Stores Account:-

Transfer from Capital (

Stock-Pile) to stock

3. By Outstanding Assets Account:-

Payments made during the year for which stores were not received at the end of the year

4. By Balance Account:-

Net Capital on 31st March
	Dr. Capital Assets Account( Stock-Pile)

Cr. Capital Outlay Account

Dr. Capital Assets Account (Stock-Pile)

Cr. Outstanding Assets Account

Dr. Capital Assets Account (Stock-Pile)

Cr. Stores Account

Dr. Capital Assets Account( Stock-Pile)

Cr. Capital Outlay Account

Dr. Capital Assets Account( Stock-Pile)

Cr. Outstanding Liabilities Account

Dr. Outstanding Liabilities Account

Cr. Capital Assets Account (Stock-Pile)

Dr. Stores Account

Cr. Capital Assets Account (Stock-Pile)

Dr. Outstanding Assets Account

Cr. Capital Assets Account (Stock-Pile)

Dr. Balance Account

Cr. Capital Assets Account (Stock-Pile)
	Details of statement of assets and liabilities

Details of statement of assets and liabilities

Priced store Account 

Code no. 113 (Issues)

Financial Compilation

From details of ‘R’ series vouchers and cash compilation

Statement of Assets and Liabilities of the previous year

Priced store Account

Code no. 137 (Receipts)

From details of unlinked disbursement vouchers in respect of stock-pile items.

Balance entry for this account


	

	XXII. Proforma Capital Assets Account

Debit items

1. To capital Outlay Account:-

Cost plant and machinery procured under R.R. fund grant.  

2. To capital Outlay Account:-

Credit Items

1. By overhead expenses account:- R.R. Fund

2. By capital Outlay Account:-

Sale value of machineries procured from R.R. fund rant.

3. By Capital Outlay Account:-

Amount deemed as passed on to Head quarters for apportionment distribution.


	Dr. proforma capital assets account.

Cr. capital outlay account

Dr. proforma capital assets account.

Cr. capital outlay account

Dr. Overhead Expenses Account

Cr. Proforma Capital assets account 

Dr. Capital Outlay Account

Cr. Proforma Capital assets account 

Dr. Capital Outlay Account

Cr. Proforma Capital assets account 


	
	Excess amount of R.R. Fund (booked under No. 02/00042/00 and No. 02/10042/00 over procurement cost deemed as passed on to Head Quarters for appointment/Distribution).



	XXIII. Cash Ledger Account



	Debit Items

1. To Capital Account:-

Cash in hand on 1st April, B/F

2. To Capital Outlay Account:-

Cash in hand on 31st March

Credit items

1. By Capital Outlay Account:-

Cash in hand on 1st April readjusted

2. By Balance Account:-

Cash in hand on 31st March


	Dr. Cash Ledger Account

Cr. Capital Outlay Account

Dr. Cash Ledger Account

Cr. Capital Outlay Account

Dr. Capital Outlay Account

Cr. Cash Ledger Account

Dr. Balance Account

Cr. Cash Ledger Account
	From the statement of assets and liabilities for the previous year

Balance of imprest money of the factory in hand on 31st March (to be ascertained from the GM of the factory) and balance of imprest money of Account Office) 

Debit item 1 re-adjusted by this entry

This represents the balance of cash in hand on 31st March to be carried forward as an asset into the statement of assets and liabilities


	

	XXIV. Preliminary Expenses Account



	Debit items

1. To Capital Outlay Account:-

Balance of Preliminary Expenses on 1st April

2. To Overhead Expenses Account:-

Preliminary expenses incurred during the year

Credit items

1. By Miscellaneous Charges Account:-

Amount of preliminary expenses charged off to production during the year

2. By Capital Outlay Account:-

Preliminary expenses charged to other factories

3. By Balance Account:-

Preliminary expenses not charged off.
	Dr. Preliminary Expenses Account

Cr. Capital Outlay Account 

Dr. Preliminary Expenses Account

Cr. Overhead Expenses Account

Dr. Miscellaneous Charges Account 

Cr. Preliminary Expenses Account

Dr. Capital Outlay Account 

Cr. Preliminary Expenses Account

Dr. Balance Account 

Cr. Preliminary Expenses Account
	From the statement of assets and liabilities for the previous year

From figures compiled to work order 01/00048/00

Details of amounts booked to work order 01/00048/00

Details of amounts booked to work order 01/00048/00

Balance entry of this account
	To be carried over to statement of assets and liabilities




XXVI. Outstanding Assets Account

1. The debit and credit entries in this account are contra entries to corresponding credit or debit entries in various other accounts.

2. the balance of this account( Credit item 10) will be carried over to the statement of assets and liabilities as on assets.  

XXVII. Outstanding Liabilities Account

1. The debit and credit entries in this account are contra entries to corresponding credit or debit entries in various other accounts.

2. The balance of this account (debit item 12) will be carried over to the statement of assets and liabilities as a liability.  

XXVIII. Capital Outlay Account

1. All the debit and credit entries in this account are contra entries to corresponding credit or debit entries in various other accounts.

2. Debit item 24 is the balancing figure which when included against liabilities in the statement of assets and liabilities will agree the two sides of the statement.  

XXIX. Balance Account

1. Debit side of this account represents "Assets" and credit side "Liabilities" of the statements of Assets and Liabilities.

 2. Debit and credit items of this account will represent the closing balances of various accounts of the Principal Ledger.
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CHAPTER – XI

ANNUAL ACCONTS- METHOD OF COMPILATION AND 

SPECIAL FEATURES

846. The Annual Accounts of Factories which are compiled by the Branch Accounts Offices and consolidated by the Annual Accounts Section of the Chief Controller of Accounts (Factories) contain a large volume of information. Apart from the Review Chapter which contains a brief of all the important aspect connected with the product activities of the Ordnance/ Ordnance Equipments Factories, and graphical charts, the printed publications exhibits Production Account, Finished Stock Account, Statement of Assets and Liabilities, Store Account and Capital Account, separately for each factory and also the consolidated figure for each group of factories mentioned below as well as consolidated figure for all the factories. The Overhead Expenditure figure against each “Variable” and “Fixed” Overheads in similarly shown for each factory and for all the factories together. The Statement given detailed information about “Charges kept out of Production” “War Insurance, Fixed/Variable Overhead charged to production and Under/Over absorbed Variable/Fixed Charges”

GROUP OF FACTORIES

I.
Metallurgical Group (6 Factories)


1.
Ordance Factory, Ambarnath


2.
M&S Factory, Ishapure


3.
Ordnance Factory, Katni


4.
Ornance Factory, Kanpur


5.
Ordance Factory, Muradnagar

II.
Engineering Group of Factories (19 Factories)


7.
M.T.P. Fy. Ambarnath


8.
Ordnance Factory, Bhusawal


9.
Ordance Factory, Bhsawal


10.
G&S Factory, Cossipore


11.
Ordance Factory, Dehradun


12.
Ordance Factory, Dum Dum


13.
Rifle Factory Ishapur


14.
G. C. Factory, Ishapur


15.
Vehicle Factory, Jabalpur


15.
Vehicle Factory, Jabalpur


16.
S. A. Factory, Kanpur


17.
Field Gun Factory Kanpur


18.
Ordnance Factory, Tiruchirapalli


19.
H. V. Factory, Avadi


20.
O. F. Project Eddumailaram, Medak


21.
OPTO Electronic Factory Dehradun


22.
T/72 Project, Avadi


23.
Engine Factory, Avadi


24.
Ordnance Factory Bolangir


25.
H. A. P. Project, Tiruchirapalli

III.
Filling Group of Factories (5 Factories)


26.
Ordnance Factory, Chanda


27.
Ordnance Factory, Khamaria


28.
Ammunition Factory, Kirkee


29.
Ordnance Factory, Varangaon


30.
Ordnance Factory, Dehu Road

IV.
Chemical Group of Factories (4 Factories)


31.
Cordite Factory, Aruvankadu


32.
Ordnance Factory, Bhandara


33.
H. E. Factory, Kirkee


34.
Ordnance Factory Itarsi
V.
Ordnance Equipment Group of Factories (6 Factories)


35.
Clothing Factory, Avadi


36.
Ordnance Cable Factory, Chandigarh


37.
Ordnance Parachuta Factory, Kanpur


38.
Ordnance Equipment Factory, Kanpur


39.
Ordnance Clothing Factory, Shajahanpur


40.
Ordnance Equipment Factory, hazratpur

847.
With the formation of the ordnance Factory Board, the question of grouping of the factories according to the factories which are under charges of each member is under consideration.

848.
The cost of principal items of work done in each factory is exhibited with breakup of cost per unit between Direct Material (stores), labour, Variable Charges, Fixed Charges Tool Charges, Preliminary Expenses. Total Summary of Cost of Production between Principal Service Items, Principal Civil Trade Items, and Other Items Other Miscellaneous Items are also given for each factory. There are some additional statement showing the Comparative Cost of Production of articles manufactured in more than one Factory, losses sanctioned during the year and summary of Cost of out Turn.

Submission of various accounts

849.
The “Annual Accounts” Section issues a detailed circular indicating the due dates of submission of various accounts as well as the Annexure and Certificates that should be enclosed with the accounts. To facilitate correct compilation, detailed drill for compilation of the figures against various items is also laid down. It should be ensued that the entries are properly posted in the Principal Ledger and agreement between the balances as per “Capital outlay Account” and “Balance Account” secured before despatch of the “Statement of Assets and Liabilities”. The agreement of figures is effected as under.

“Stores Accounts” in the Principal Ledger is closed before despatch of Store Accounts.

“Capital Assets” in the Principal Ledger should be closed before despatch of Capital Assets Accounts.

Before closing Production and Finished Stock Accounts, Wages Accounts Supervision Charges Accounts, Overhead Expenses Account, Work is Progress Account, Manufacture fro Army etc. Account should be closed.

Finally the balancing of all items in the other account including (Capital Outlay) is done.

The balance as per “Balance Accounts” must agree with the “Closing Balance” as per Capital Outlay Account. This proves the arithmetical accuracy of the postings, Differences should be located. It is essential that the difference, if any, is located before despatch of the various accounts as even small errors lead to major correction.

Closing of Annual Accounts

850. The closing of Annual Accounts takes about six months after the closed of the financial year on the 31st March. This is mainly due to the fact that the figures appearing in cost Accounts have to be reconciled with the figures in the Financial Accounts. The Financial Accounts of year are closed in three stages viz. March Preliminary Accounts. March Final Account and March Supplementary Account. The Financial Accounts of a year are closed in three stages viz. March Preliminary Accounts March Final Account and March Supplementary Account. The approximate dates by which these three Financial Accounts become available to the Accounts Officer are end of April middle of June and middle of July respectively. Investigations revealed that closing of accounts based on Financial Accounts figures for March (Preliminary) leads to major variations resulting incorrect exhibition of these figures. Apart from this order causes are:-   

(i) Belated closure and belated despatch of warrants to Accounts Office. This is due to the fact that the instructions issued for prompt closing of warrants is not followed by the factories.

(ii) Arrears are posting and closing of cost cards due to delay in receipt of cost Tabulation paired copies of warrants belated documentation etc.

(iii) Adjustment based on actual cost become necessary in the following cases:-

(a) 
Production Issue Voucher relating to own factory production for    stock purpose.

(b) 
Issue vouchers relating to components borne on Priced Production Ledger.

(c) 
Other Production Issue Voucher (other than Inter-factory Transaction).

These adjustments lead to adjustment tot he following documents and finally lead to re-closing of cost cards.

(a)
Receipt Vouchers prepared for bringing the manufactured stores on charge.

(b)
Demand and Return Notes floated after the receipt under (a) above.

(c)
Out-turn Vouchers for bringing components on charge of Priced Production Ledger.


(d)
Demand and Return notes pertaining to components.


The closing of cost cards has to await the evaluation of semi statements where the warrants are in progress of the year end.

Reconciliation of Accounts

851. Before finalising the accounts, agreement has to be secured between:-

(i)
The closing value balance of stock as per                                                       “Stores Accounts” with the total of the extracted value balances as per Priced Stores Ledger as on 31st March.

(ii) 
The Cost of Production figure as per “Production Accounts” with the total as per closed cost cards, series, wise.

(iii) 
Value of completed articles in hand as on 31st March with the value of components in hand as per Production Cards, The quantity balances are to be reconciled with the Statement made out by the factories.

(iv) 
Value of components in hand with the value balance as on 31st March as per folios in the Priced Production Ledger.

(v) 
Closing balance of Capital Account with Residual Values of Capital Assets under different heads as per entries in the Block Registers.

For incomplete services:-

Buildings/Machinery, similar agreement should be secured.

(vi) 
The figures in the Statement of Assets and Liabilities should agree with.


(a) the figures as on 31st March as per Balance Accounts.

(b) Net Capital should agree with the balance as on 31st March of Capital Outlay Account.


(c) The Balance Sheets are made out in the following proforma:

Balance Sheet as on 31st March..............

DEBIT Rs.






CREDIT Rs.

To outstanding Liabili-




By Outstanding assets
ties at the beginning of




at the beginning of the
the year
year.

To Stores/Machinery re-




By amount paid during
ceived during the year as
 



the year as per Cash
per Priced Store Account/



Compilation.
Capital Assets Account

To Outstanding Assets at




By Outstanding liabi-
the end of the year.





lities at the end of the








year.

852.
The wordings will be suitably modified in the case of “Payment Service”, “Payment Issues”, Licence Fees rates etc. recoverable etc.

853. Details of the figures in support of the closing balance of “Outstanding Assets” and “Outstanding Liabilities” will be furnished by the concerned section along with the balance sheet.

Following certificate will also be appended:-


“Certified that the amount shown in the balance Sheet has been independently verified and found correct with reference to original documents”

Name of the Auditor





Signature

Name of the Section Officer (A)


(Accounts Officer)

Date

In the other pages, details of receipt vouchers constituting outstanding liability will be noted in the following proforma.

Number and


Amount

S.O/A.T.


Ref. to
date of





 No.


       linked in
Receipt Voucher

Similar details of D.V. Nos., debit memos (issue vouchers etc.) constituting of the total of the outstanding assets under each category will be noted in the following proforma.

D.V. Number

Amount


Linked in

No. and date of issue voucher.

Note: - As detailed linked is done in the Linking Register, it is sufficient if the month in which the linking is done, is noted in the Register.

Register of Outstanding Assets & Liabilities

854. In regard to “Payment Services” and “Payment Issues” the details of the amount due will be maintained partywise in the following proforma.

Name of Party

Amount due

Year

No. and date of Issue


Amount


Cleared in.
Voucher

855.
Few pages have to be set apart for noting amount received in advance for which services are still to be rendered. The above procedure should be followed, in regard to outstanding pertaining to licence fees and other accounts.

856. The object is to have in one Register details of all items of Outstanding Assets and Liabilities as on 31st March of any year. This facilities the location of errors which are detected long after the close of the accounts

857. In addition reference to Guard Files in which the vouchers pertaining to the Outstanding Assets and Liabilities are filed should be kept in the Register. The vouchers should not be destroyed till the transaction is finally linked. At the time of destruction of records, the register should invariably be consulted and vouchers that are shown thereon as unlinked should be preserved till linked.

858. The Register will contain Balance Sheet and details.


(a)
Local purchase of Stores.


(b)
Central Purchase of Stores.


(c)
Receipts from Non-Military Departments.


(d)
Receipt from U.K.


(e)
Inter Factory Receipts.


(f)
Local Purchase of Machines.


(g)
Central Purchase of Machines.

(h)
Europe Purchase of Machines.


(i)
Inter Factory Receipt of Machines.


(j)
Payment Services.


(k)
Payment Issues.


(l)
Licence Fees Rates etc.


(m)
Customs Duty-machines.


(n)
Customs Duty-Stores.


(o)
Stock Pile-Central Purchase.


(p)
Stock Pile-central Purchase


(q)
Stock Pile-Europe Purchase.

859. The Principle Ledger Group should ensure safe custody of the Register. Selective review of items shown as Outstanding Assets/Outstanding Liabilities should be carried out by A.O. of concerned section to ensure the Balance Sheets represent true position and Assets/Liabilities are not inflated due to non-linking.

Contents of Printed Annual Accounts

860. (i) Review Chapter-Deals with the coverage of the book, (ii) Classification of Factories (iii) Establishment (iv) Financial Budget (v) Performa, (vi) Level of Inventories, (vii) Civil Trade, (viii) new Factories/Projects, (ix) Miscellaneous Details are as under :-

Establishment

(i) Expenditure Direct/Indirect Labour. Supervising Staff Ratio of Supervisory staff to Labour

(ii) Number of Piece workers. Piece Work Profit, Incentive Bonus, Productivity Linked Bonus.

(iii) Gross Value of Production Per Employee.

(iv) Pattern of Day and Night Shift Working.

(v) Trend of Overtime Working and Payments.

Financial Budget

(i) Analysis of Actual and Estimated Expenditure under “Revenue/Capital”.

(ii) Reconciliation of Cost of Production and Revenue Expenditure.

Performance

(i) Gross Value and Net Value of Production Group-wise.

(ii) Element-wise break up of Cost of Production.

(iii) Issues made Indentor-wise.

(iv) Analysis of work-in-Progress and comparison with earlier years figures.

(v) Investments/Output Ratio.

(vii) Variable and Fixed Overheads.

Level of Inventories

(i) Stock Holding in Terms Consumption

(ii) Surplus Stock, Scrap Slow and Non-Moving Stores, Analysis of Stock Holdings.

(iii) Civil Trade.

(iv) New Factories/Projects.

(v) Miscellaneous.

(vi) Losses Written Off.

(vii) Avoidable Rejections.

(viii) Preliminary expenses.

(ix) Development Expenditure.

(x) Vehicles and Tank-Indignous Contents.

(A+B-C)/ (A+B) x100

A—Total value in DM/Year of the first C.K.D. imported from original Collaborates.

B—Equivalent value in DM/Yean of items indigenised initially itself while commencing vehicle production, and

C—Value of C.K.D. imported including value of restores items at the original I.P.L. (during a particular year)

Bar Charts are used for:-

(i) Comparative Employment trends — IEs/other than IEs.

(ii) Piece work Earnings/Total Payments to IEs.

(iii) Overtime Payments (Administrative/Non-Productive Sections).

(iv) Ratio-Graph—(line) Net Cost of Production, Work-in-Progress, Direct Labour, Overtime payments.

(v) Gross and Net Cost of Production for four years.

(vi) Analysis of Stock.

Pie Chart

Cost of Production
Direct Material


Direct Labour

Overhead
Comparative figures for
two years

Issues to Army, Navy, Air Force, Capital other factories, Stock etc

Production Accounts

Debit Side




Opening Work-in-Progress Expendi-






ture under Classified Heads







Depreciation







Loss under different categories







Miscellaneous Adjustment







Over Absorbed Fixed Charges







Over Absorbed Variable Charges

Less : Expenditure on account (i) Arredis of Pay, (ii) Training Schemes, (iii) Preliminary Expenses, (iv) Stores Discrepancies, (v) Abnormal Profit/Loss on Sale of Stores.

Comparative figures for three years including the year, to which the latest account related and latest estimated cost are given. It is essential that variances are properly analysed and detailed note kept separately to answer possible future queries. Any abnormal increase or decrease in cost under different elements should be taken up immediately and clarification as necessary obtained. Comparative statements showing the unit cost of articles manufactures in more than one factory is shown as under:-

FACTORY-I

______________________________________________________________

Description


Year of

Quantity

    Cost Unit
of Quantity


Manufacture

Manufactured

Cost

______________________________________________________________

FACTORY - II

______________________________________________________________

Quantity




Cost



     Unit Cost.
Manufactured

______________________________________________________________

Credit Side

861. Miscellaneous credit on account of recoveries of Licences Fees etc. Surplus at Stock taking, Profits of Sale of Stores etc. infructuous expenditure, departmental materials utilised on indirect work orders, Closing Work-in-Progress under the three elements of cost, Cost of Production, under Absorbed Fixed/Overhead Expenses, abnormal rejection are shown.

862. The indirect Expenditure Statements gives an analysis of the expenditure against each Work Order under 01 and 02 series, amount charged to Production amount, kept out of Production and Under/over absorbed Overheads.

Principal Items of Work done

863. Items to be included are selected by Finance Division of OFB in consultation with factories and concerned member.

Proforma is :-

______________________________________________________________

Sl.

Work

Descrip-

Year of
Number
Total
No.

Order

tion &

Manufac-
or

Cost


No.

Catalo-

ture

Quantities




gue No.



manu-









factured

______________________________________________________________

Cost Per Unit

______________________________________________________________

Stores
      Labour
Variable
Fixed
     Tool        Prely.
 Total
          Unit of



Charges
Charges  Charges
Expenses
        Quantity

______________________________________________________________ 1

2
   3

   4

5
     6       7

8

______________________________________________________________

864. Losses sanctioned during the year analysed under various heading like over issued of pay wages etc., losses due to theft, fraud etc., losses due to defective storage etc., is shown factory wise. Consolidated total is also furnished.

Analysis of Cost of Production

865. The cost of Production under different elements of cost is analysed as :-

(i) Pertaining to the other Inter-Departmental Transaction.

(ii) Pertaining to Inter-Departmental Transaction (including Capital and Stock).

The total of (i) and (ii) will agree with the figure of Cost of Production as per Production Account. 

Foot Notes

Production Accounts

(1) Expenditure under the following items as shown below.

Repairs and maintenance of:-

(a) Buildings

(b) Machinery

(2) Cost of Instruction to Artisans and Apprentices.

(3) Value of IFD Stores utilised in Cost of Production.

(4) Idle Time paid of Surplus Labour.

Finished Stock Account

(a) Value of IFD stores utilised in Cost of Production.

(b) Value of Issues to other Factories for Civil Trade Order.

866. An alphabetical index of Principal Items of Work, Name of Factory and Page Number is given to facilitate each reference; Progress of New Factories/Projects is given indicating the progress of work as against sanctioned amount and the capacity achieved.

Review of Accounts

867. The figures in the Annual Accounts should be studied to find out the:-

(i) Reasons for change in Inventory Holdings, Work-in-Progress, Finshied Stock and Components in hand as compared with previous year. This study will help in locating pricing errors if any and also enable the Accounts Office to bring ceases of unusual nature to the notice of the management.

(ii) Heavy figures of “Outstanding Assets” and “Outstanding Liabilities” would indicate that proper linking has not been done. By sample check of a few items of considerable value, say over Rs. 5 lakhs the correctness or otherwise figures of outstanding can be established. If there are huge payments outstanding for over a year for stores received and accounted for the case requires review as contractors would not wait for such a long time for payment. In the cease of stores issued/Services rendered to MES/Navy/Air Force, the outstanding might be due to the fact that proper allocation has not been done even though punching media has been adjusted. Here proper follow up action to ascertain the facts and to clear the transaction should be taken. Figures of unabsorbed Preliminary Expenses, Deferred Revenue require review.

868. In the case of Principal Items of work done any increase/decrease in cost of material/labour would require review. The analysis should be thorough so that the exact reasons are known. Control of inventory holding is possible by proper A.B.C analysis of holding and consumption of material. The value of surplus obsolete, waste and scrap items and the value of disposals would indicate the efficiency of the organisation in disposing of unwanted stores.

869. As payments to staff and officers are made twice in April, once for March paid in April and the other for April paid in April, utmost care should be exercised to ensure that the figures are correctly segregated and shown. The correctness of the liability provided on this account should be checked.

870. In the case of payments to Industrial Employees proper case has to be taken to ensure that:-

(a)
Disbursement Certificate for the period from April to March have been received and adjusted. The payment for March is made in April. The provision of liabilities has to be done correctly as the amounts reflected in the cash compilation for April will be the amount of net payment due. Gross wages should be properly ascertained.

(b)
In the case of labour employed on Monior Maintenance, Capital work, punching media for transfer of work from wages Head to the relevant head has been made out. Similarly, unpaid wages is a liability and is not reflected in the cash compilation. Apart from ensuring that the sum of Direct Labour and Indirect Labour agree with the figures as per Labour Abstract, proper ascertainment of the wages payable on the lines indicated above in necessary.

871. Proper care has to be taken to ensure that rejection is properly apportioned in the case of incomplete warrants as on 31st March. Pricing the quantity completed on the basis of estimated price without taking into account the rejections, leads to the inflation of the Work-in-Progress (Semi) figures.

Submission of Annual Accounts to G.M

872.
All the statements of Annual Accounts of the factory should be submitted to the G.M. for his approval. Accordingly the A.O. should close these accounts will in advance. By closely study the various accounts and comparing the performance with the previous years, the Accounts Officer will be able to present in simple for the salient features to the G.M. and ensure that the copy approved by the G.M. is sent in time to the “AA” section.

873. The intimation of certain figures by the Annual Accounts section depends on the timely receipt of the following data:-

(i) Statement indicating total expenditure Direct Labour for any financial year. To be received by “AA” section on the date fixed in May. While comiling the production Account, it should be ensured that Debit Items 2 of Production Account agree with the Direct Labour intimated as above.

(2) Expenditure booked to Work Order 01/00031/00 and 01/00032/00 services for OFB/Services for Accounts Officer.

(a)
Central Administration (Accounts)

internal Check and Accounts separately 01/00034/00

Proportionate share for March paid in April is also shown

(b) (i)
Central Administration (factories) 01/00033/00 [Remarks at (a) above are applicable].


(ii)
Excess amount of R.R. Fund over the Annual Depreciation which will be intimated by “AA” section, C.C. of A (Fys) Calcutta-01/20033/00.

874. Allocation of charges on account of Productivity Linked Bonus paid to the employees of Chief Controller of Accounts (Factories) and O.F.B. Headquarters.


To be booked to work order:-


01/10033/00


01/10033-00

Percentage of Allocation of Training Expenses incurred by the various factories is furnished.

The Accounts Officers are to intimate the figures in respect of Government contribution to I.O.F.W.P. Fund and C.P. Fund Factory-wise, Gratuity paid IES/NIES.

For Decentrailised Factories, the Accounts Officers are to collect figures from their records for adjustment. Decentralised factories are:-

Cordite Factory Aruvankadu, M&S Fy Ishapore, Rifle Factory, Ishapore, Clothing Factory, Avadi, H.C.Fy, Avadi, G&S Factory, Cossipore, Ordance Factory, Dum Dum Ordance Factory, Tiruchirapalli.

Notes of Compilation of Annual Accounts

875.
(i) The Accounts and statements are to be prepared strictly showing all the heads as appearing in the printed book of annual Accounts. In no case, unauthorised heads should be operated upon.


(ii) Neatly typed forms should be used to facilitate easy identification of figures against the heads to which they actually pertain.


(iii) In case where there is no figure against a particular head, these should be marked with (—) dash in a prominent manner.

876. 
The Cost of Production as shown in Production Accounts as will as Statements 10(a) and 10(b) are identical. It does not agree element-wise cost viz. Labour, Material and Overheads due to the following reasons.

Cost of Production is arrived at from various tabulation viz. Labour, Material, Overhead Abstracts under each series of out-turn orders, Statement 10(a) and 10(b) are prepared to reconcile the total out-turn shown under different heads in the Finished Stock Account. Variation is due to the fact that certain factories are working on except system and manufacture components under 40, 41 series work order. This departmental material when utilised in Production is shown as “Material” under class of cost 22. In the case of Production Accounts, the Direct Expenditure booked against these series (viz. 40, 41) is added with other outturn work order series for arriving at the cost of production.

877. Departmental Materials can be utilised against indirect series work order like 01/00038/00, 01/00039/00 etc. Then value of this Departmental Material are transferred from class of cost 22 to 23, through a Transfer Voucher and shown as expenses in the Indirect Expenditure Statement. The Journal Entry is debit “Miscellaneous Charges Account” and credit “Work-in-Progress Account” (Cost of Departmental materials on indirect work orders).

Footnotes of Production Accounts

Item I : 
Repairs and Maintenance of :-

(a)
Buildings

Figures shown against work orders 01/00017/00 

and 00018/00.

02/00041/00
Excluding expenditure on account of deferred revenue of previous year charged and booked to this work order class of 43.

02/00039/00
Only maintenance charge included in this work order.

02/00040/00


-do-

Cost of Instructions to Artisans and Apprentices

Work order
–
01/00010/00



–
01/00013/00



–
01/00014/00

Idle Time paid to Surplus Labour

878. Work order 01/00006/00 - Only payment of idle time to Industrial Employees under notice of discharge, when their wages cannot be debited to Production (Note 8 against this work order n the Syllabus of Work Orders) figures intimated by “AA” section for each Factory for inclusion in the various accounts.

Reconciliation Statement

1.
Stores Account


Debit item 8
(i)




(ii)

---------------------------------


Total:

-----------------------------------


Debit Item 9


Credit item 1
(a)





(b)

-------------------------------------


Credit item 8 (a)
(i)





(ii)

--------------------------------------


Credit item 8 (b)
(i)





(ii)





(iii)





(iv)

-------------------------------------

Work Order

Pay and Allowances of Stock Verification 

Staff attached to O.F.B. 





01/00033/00

Capitation Rates for Defence Personnel under the following Heads:-

JCOs
ORs
NCs (E)

1.
Rations

2.
Conservancy and Hot Weather expenses (Per Annum)

3.
Hospitalisation (Per Day)

4.
Transportation (Per-Annuam)

5.
Clothing (Per Annuam)

6.
Ordnance Equipment (Per Annum)

7.
Accommodation (Per Annuam)

(Married /Single).

Note: The agreements of the following figures should be ensured.

Description

Production Account

Credit item 1 (d)
(i)




(ii)




(iii)

---------------------------------


Total:

-----------------------------------

Credit Item 1 (b)

Debit item 3

Debit item 4c (g)

-------------------------------------

Debit item 4F
(a)




(b)




(c)

--------------------------------------

Debit item 4F
(d)




(e)

--------------------------------------

2.
Debit item 4

Debit item 4(a)

Credit item (4)

3.
Credit item 4(a)

Debit item 5

4.
Stores Account

Credit item 10

5.
Production Account

Credit Item 6

Footnote, IFD Material

6.
Production Account

Debit item 4E

Debit item 4 F (g)


Credit item I (c)

7.
Debit item 4 + 1


4.
H. Over absorbed


Fixed Charges


4.1
Over absorbed


Variable Charges

Credit Item 4 Under absorbed

Fixed Charges


Credit Item 5 Under absorbed

Variable Charges


Credit Item



3
(a)




(b)




(c)

8.
Production Account


Credit item 1(g)


Credit item 1(f)

Capital Account


Credit item

Transfer to stock (cap)

Transfer to stock pile

Debit item Transfer from stock

(2)
Transfer from stock pile

Finished Stock-A/C Credit Item 4

Statement of Assets and Liabilities

Assets item 2 (a)

Finished stock Account

Debit item 2

Footnote IFD material

Capital Account

Credit item-Transfer to Inventory

Credit item

Loss of stock pile items

Debit item

Transfer from Inventory.

Statement of Assets & Liabilities

Liability item 5 over absorbed F.C.

Liability item 5 over absorbed V.C.

Assets items

8.
Under absorbed F.C.

9.
Under absorbed V.C.

Assets items

1 (b)

& 2 (b)

Indirect Expenditure Statement

“02”–K.O.P.

“01”–K.O.P.

(Kept Out of Production)

Debit item 4(f)

indirect Labour

Debit item 4(g)
Indirect Material

Net result of debit item 4H and
credit item 4

Net result of Debit

Item 4 I and credit item 5
Debit Item 4J

9.
Finish Stock Account

Credit item 11 (a)




(b)


Debit item
4A




4B




4C




5


Credit item 12 & 13

10.
Capital Account


Credit item


By Balance Account


Building


Machinery


Gas, water, etc. Land


Other items


Credit item (stock-pile)


Credit item for services


Incomplete & Building, Machinery

Total of “01” & “02” (Debit work order minus credit work order)

Total of “01” and “02” under Material (Debit work order minus credit work order)

Summary statement of F.C. incurred (under/over absorbed).

Summary of “02” V.C. (Under/Over)

Total shown under “01” and “02” excluding Care & Custody and closing down expenses

Statement of Assets and Liabilities Assets item 2 (c)

Liability item

Profit

Asset item

Loss

Statement of Assets and Liabilities 

Assets item 1(a)

Assets item1 (b)

Assets item 1 (c)

Assets item 1 (b)



1 (c)

Note:- (1) Under/Over absorption of Fixed and Variable Charges should not exceed (+) (—) 5 per cent of the total amount leviable.


(2) War Insurance Charges Kept of Production should be shown separately in the summary of Fixed Charge. “Nil” figures are also to be intimated.

Annual Statement showing losses for the year ...... “AA” Form No. 5

A. Statement showing losses including book loses incurred 

during the year ..........................




(Particulars)

1.
Over issue of pay and wages etc.

2.
Claim abandoned (Claim against contractor for excees cost due to risk purchase).

3.
Losses other than those pertaining to stock (Inventory, Medical stores, Capital etc.)

4.
Loss of Stores due to:-


(a)
Theft, Fraud etc.


(b)
Defiencies in actual balances not caused by Theft, Fraud etc.


(c)
Deterioration due to defective storage.


(d)
Revaluation of stock.


(e)
Other causes (e.g. conditioning of stores not caused by defective storage, stores scraped due to obsolescence and charge in process of manufacture.

5.
Loss of Stores-in-Transit


(a)
Loss Statement.


(b)
Expenses voucher.

6.
Loss on sale of stores


(a)
Surplus.


(b)
Obsolete.


(c)
Waste and Scrap.


(d)
Abnormal Loss of Sale of Stores

Cost Accounting Debits

1.
Transportation charges Under/Over allocated to Stores.

2.
Defence Accounts Department Charges

3.
OFB expenditure.

4.
Superannuation Charges.

5.
Government Contribution of Provident Fund.

6.
Other Miscellaneous Charges:-


(a)
Water for Non Manufacturing Purposes.


(b)
Preliminary Expenses Absorbed.


(c)
Medical and Surgical Stores.


(d)
ASC Debit Charges.


(e)
Milk to I.Es.


(f)
Training Expenses debit by Other Factories.


(g)
Inspection Charges debited by other factories.


(i)
Process Materials utilised on Indirect Orders.


(j)
Cost of unpre-paid Telegram Charges Factories.


(k)
Cost of DSC Personnel.


(l)
Cost of Gratic Forms.

Cost Accounting Credits

1.
Licence Fees and Rates Recoverable.

2.
Electricity and Water Charges Recoverable.

3.
Unclaimed Wages Lapsed.

4.
Scale Proceeds and Recoveries from Machinery.

5.
Other Miscellaneous Credits.

6.
Surplus at Stock taking.

7.
Profit and Scale of Waste and Scrap.

8.
Miscellaneous Adjustments.

9.
Value of Process Materials Utilised  on Indirect Work Orders.

10.
  Stock Adjustment P.S.A. Receipt Code 27.
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CHAPTER-XII

PART-I

Reports to Various Levels of Management

836. The various cost reports and management information furnished by the Accounts Office and the Chief Controller of Accounts (F),s) to the Factories and OFB are shown at Annexure. Apart from these regular reports, the Accounts Organisa​tion furnishes data relating to specific aspects as and when required by the Management. The Accounts Officer also renders progress reports in regard to the state of work in Labour, Material Costing Section as well as flow of documents. The Controller/Joint Controller of Accounts, Group of Factories renders "Monthly Appreciation Reports" to the Chief Con​troller of Accounts (Fys).

887. Based on the recommendation of the Cost Committee, copies of the following reports are fur​nished to the General Manager:- ​

(i) Drafts Unusual Features Report.

(ii) Monthly Priced  Store Accounts to enable the General Manager to know the value of materials received from different sources and the :value of materials issued for different purposes as per Compi​led Figures by the middle of the month following.

(iii) "H" Form 9 showing expenditure on a monthly basis section-wise prepared from wages sheets service-wise.

(iv) "H" Form 10 showing Material Expenditure on a monthly basis work order service-wise. 

888. From the above two reports, the factory is able to obtain information regarding Direct Labour Expenditure and Material Expenditure in each shop. Monthly/Quarterly Cost and Financial Review Report

889. This report is rendered by the Accounts Office duly concurred in by the respective G.Ms. to the Chief C of A (Fys) Calcutta by the 1st day of the s1cond month following the month/quarter to enable the C C of A (Fys) Calcutta to carry out necessary check on the report and submit a consolidated report thereon to the Ord. Fy. Board, Calcutta.

Format of the report is given in Annexure of Part I to this Chapter,

890. The Report is compiled from the informa​tion received from the factories and mechanical tabulations. If there is any delay in getting the tabulation, action to work out the figures manually should be taken so as to ensure the rendition of the statement by due date.

Note: - (i) Number of Men on Indirect/Direct Work may be calculated as follows:-​

Total Man Hours worked per month 

8 x No. of working days

(ii) Number of Direct and Indirect. Labour utilized on Civil Trade.

891. The figures in respect of Direct Labour Charges incurred during the month in respect of Civil Trade Work should be obtained from the Local Accounts Office.
This divided by the average payment to the workmen during the month will give the number of man employed as Direct Labour on Civil Trade Work.

892. Indirect Labour employed on Civil Trade Work may be obtained by multiplying the Direct Labour by the ratio of Direct to Indirect Labour. 

893 to 895. Blank.

Consolidated Monthly Summary of Expenditure Under Important P, cads (All Factories)

896. The E.D.P. Section renders to the Ordnance Factory Board by the 25th of the following month the expenditure for n particular month as well-as the "Pro-restive Expenditure" upto the end of the month under the following heads : --

__________________________________________________________
S1.
Particulars
  Month and
    Expenditure
Current
Cumulative

No.
                             year
          upto   Expenditure 

Expenditure 

including current month

______________________________________________________________

1. 
Pay and Allowances 

(805/01 to 805/06, 808/01) 

2. 
Local Purchase of Materials 

(806/01 & 806/04)

3. 
Central Purchase of Materials. 

(806/06 & 806/08)

A. Ex. U.K. (Category 04) 

B. Ex U.S.A. (Category 05) 

C. D.G.S. & D. (Category 07) 

D. Ex. U.S.S.R. East European (NCR Payment Countries Categories)

E. Through D.D.S. (Category 15)

F. Purchase from Abroad (Free Foreign Exchange) (Category 15)

G. Ex. U.K. (Category 17)

H. Other Sources/Types (All other Categories) 

4. 
Customs Duty

(806/10)

5. 
Transportation Charges 

(808/01 & 808/02)

6. 
Miscellaneous (801/01 to 810/03) 

7. 
Factory works Revenue

(809/01, 809/02, 809/06 & 809/07) 

Grand Total

(Serial No. 1 to 7)

Capital Heads

1. 
Plant and Machinery (922/31, 32, 33)

2.
Factory Works Capital (920/31, 32, 33, 34) 

3. 
Stock Pile (925/31, 32) 

---------------------------------------------------------------------------------------------

Total

---------------------------------------------------------------------------------------------

897 to 906 Blank

PART-II

OTHER MISCELLANEOUS ITEMS

Rent Roll

907.
Any employee desirous of occupying quar​ters in the estate will apply to the G.M. of the factory or any other officer specially deputed by him, who will arrange for the maintenance of a register to be known as "Rent Roll" which will show the block number of each set of quarters in the lines and the name of occupant. Before quarters are allotted, the applicant will be given to understand that the amount due from him on account of licence fee will be deducted from the next pay due to him.

In the event of an occupant of quarters being discharged from the factory, the officer entrusted with the work will at once arrange for vacation of quarter.

Note-
Licence fee will be a first charge on pay taking precedence over fines for absence or other causes.

The cost of water and electric current suppli​ed by the Factory/MES will be recovered accord​ing to the monthly consumption statement/ Returns of recoveries received from the Factory/ MES. The supplies share of Municipal Taxes will also be recovered.

908. When quarters are allotted to an employee, his name, number; designation, rate of pay and the amount of licence fee to be recovered are to be ente​red in the "Rent Roll". The "Rent Roll" which is maintained in progressive monthly volume, will be completed at the end of each month. This will be verified by the officer entrusted with the work who will arrange for an inspection of the lines and for verification of the entries in the Rent Roll, with the number of quarters actually occupied. After veri​fication and certification by the officer concerned, the rolls will be sent to the cashier who will check the amounts to be recovered and enter them in the acquaintance rolls. The amount of licence fee due from occupants will thus be recovered by deduction in the acquaintance rolls and adjusted through the Disbursement Certificates (I.A.F.O. 1929) where, however, this procedure is not convenient, the amount of licence fee may be recovered in cash from the occupants and paid into the treasury monthly and treasury receipt forwarded to the Accounts Officer. The rent rolls and the consumers ledger for electricity and water will be audited quarterly by the Accounts Office.

Conservancy Charges

908A.
All occupants of factory quarter other than those who are exempted, shall pay conservancy charges as per rates laid down by Ministry of Defence, from time to time.

Licence Fee Bills

909. The Genera! Manager will render to Accounts Office, Occupation Return in respect of type IV quarters and above in Factory Estate. The Revenue Ledger (I.A.F.W. 2240) which contains a progressive record of revenue due and recovered per quarter will be maintained by the Accounts Officer.

The Occupation Return will on receipt, be posted in the Revenue Ledger. The Accounts Officer will prepare monthly from the Revenue Ledger, Licence Fee Bills in respect of the quarters borne on the Revenue Ledger showing licence fee and other char​ges like conservancy, electricity, water etc. charged. Copies of all Licence Fee Bills will be furnished to the respective Gazetted Officers, Heads of Establish​ment in respect of Non-Gazetted staff and their Pay Audit Officers. The bills will be prepared in tri​plicate separately for the different formations. One copy will be forwarded to the formations which will affect the recovery through the pay bills under pre​paration with reference to Licence Fee Bills and enclose the original copy with the pay bills while forwarding the Pay Bills for payment.
The Control​lers Office will, after verifying recoveries return one copy of the bill duly completed to the Accounts Office.
The Revenue Ledger will be posted there from and each item of recovery will be attested under the dated initials of the Section Officer concerned. If the amount billed for agrees with the amount recovered, the number and date of the memo inti​mating the recovery need only be noted in the Reve​nue Ledger. The ledger will be examined by the Accounts Officer once in a month.

Note - Licence Fee Bills for quarters Type-1 to Type-III will be prepared by the Ordnance Factories and for Type-IV and above by the Accounts Officer concerned. Rent Assessment Ledger

909A. The rent assessment ledger will be main​tained to record the assessed rent of the accommo​dation, internal electrical installation and furniture in respect of each building which is rentable, whether Government owned, hired, leased or appropriated. Entries must be made in it whenever additions or alterations necessitate revised assessment in rentals. The assessment of rent noted in the ledger will be checked with reference to any change in the capital value of the buildings etc, as per Register of building maintained by Factory vide Para 778 ante and the revised assessment duly approved by the factory authorities will be noted under the dated initial of Accounts Officer, who will also record in the ledger annually a certificate to the effect that the ledger has been compared with the register of buil​dings and that the rents of buildings have, in all cases revised, where necessary.

910. 
The Chief Internal Auditor is responsible for the Local Audit and inspection over the books of accounts maintained by the Factories under the Ordnance Factory Board and the O.F.B. Headquarters. The Chief Internal Auditor functions indepen​dently of the Accounts set up and he will report to Member (Finance) of O.F. Board.

911. Internal Audit cells are attached to the Accounts Office of a Factory/Group of Factories to carry out the function of the local audit/internal audit. Internal audit officer is posted to review the local audit activities of the Ordnance and Ordnance equipment Factories. However, local audit acti​vities in respect of allied establishment, viz. Controllerate of Inspection etc. are conducted by the res​pective Accounts Offices.

912. The periodical local audit and inspection over the books of accounts maintained by the fac​tory should be conducted on the general principles as laid down in ALAM Part I and Part 11 and with special reference to the instructions issued on the subject from time to time by the C.G.D.A. and the Chief of C of A (Fys). The work should be evenly spread over each month of the year cycles. Irregula​rities that cannot be settled on the spot should be referred to the management through objection state​ments. Audit report on the inspection and Audit carried out will be submitted by the Chief Internal Auditor to the member (Finance) of O.F. Board. Special important and serious points, if any, coming to light as a result of local audit an inspec​tion should be specifically brought to the notice of the sections concerned of the main office.

List of Local Audit Items

913-A.  A list of items over which local audit is to be conducted showing the frequency of local audit is given below :-

---------------------------------------------------------------------------------------------​

St.

Item of Local Audit



Frequency 

No.

---------------------------------------------------------------------------------------------

(1)


(2)





       (3)

---------------------------------------------------------------------------------------------

1. 
Medical Ledger





Monthly 

2. 
Defence Ledger (Ammunition & Equipments)
Do.

3. 
Store-in-hand ledger




Monthly 

4. 
Hospital Diet and ration accoun​t


Do.

5.
Deposit Ledger





Do.

6. 
Log Book






Do.

7. 
Driver's Car Diary





Do. 

8. 
Petrol, Oil and Lubricant Ac​counts


Do.

9. 
Cash Book






Monthly inspection 

10. 
Contingent Register




-

11.
Money Order Check Register



Monthly

12. 
Court Attachment Register



Do.

13. 
Security Deposit Register




Do.

14. 
Consumers Ledger





Quarterly

15. 
Fine fund Register





Do. 

16. 
Payment of bonus to apprenti​ces


Do.

17. 
Recovery of Licence fees




Do.

18. 
Rent Rolls






Do.

19. 
Estate Ledger





Half Yearly

20. 
Estate Accounts





Do. 

21. 
Audit of Account of all Schools 

(including technical schools 

attached to factory)




Do.

22. 
Dispensary Accounts




Do. 

23. 
Free issue of drinks to Indus​trial Employees

Do

24. 
Loan Register





Do.

25. 
Register of Lease of Land



Do.

26. 
Inventory List





Do.

27. 
Register of Books and Forms



Do.

28. 
Stamp Register





Do.

29. 
Railway Warrants





Do.

30. 
Military Credit Notes




Do. 

31. 
Folios of Credit Notes to be

paired with Counterfoils




Do.

32, 
Service Books





Do.

33. 
Last Pay Certificates




Do. 

34. 
Leave Register Books of Non. Industrial Employee

Do. 

35. 
Service Cards of Industrial Employees

Do. 

36. 
Service documents of Non-Indus​trial Employees
Do. 

37. 
Publication purchased from Contingent Grant
Do. 

38. 
Supply of Liveries Grant and

      
Warm Clothing to Class IV Employees

Do.

39. 
Store Ledger,/Inventory etc. per​taining to 

Factory Canteen finan​cial from Public Fund

Half Yearly 

40. 
Hospital Accounts (other than item 4)


Do. 

41. 
Meter Readers Book (Water and Electric)

Do. 

42. 
Pan and Meter Register (Dis​tribution only) 

IAFW 2181






Do.

43. 
Bulb Accounts





Do. 

44. 
Barrack Damages Register IAFW-2269

Do.

45. 
Register of Demolitions




Do.

46. 
Periodical Service Records



Do. 

Note:-Cash Book will be subject to detailed audit for one for every six months. Consequently the extent of audit of subsidiary books should also be six monthly.
Inspection of cash book which involves general scrutiny, check of form and mathematical check of entries should, however, be carried out monthly.

913B. The other items of work allotted to Internal Audit Organisation (CIA)

---------------------------------------------------------------------------------------------

Sl.


Material Section 

No.

---------------------------------------------------------------------------------------------

1. 
Checking of Rates (10%) of the Rt. Vouchers. 

2. 
Checking of Pricing (10%) of Rt. Vouchers. 

3. 
Audit and Linking of I/Vrs with issue orders, IFDs etc. to see that proper authority exists for the issue.

4. 
Audit/Disposal of Sale A/C of Store item and all conducted works.

5. 
Disposal of Surplus/Obsolete, Wastes, Scrap Stores, audit verification of sale by advertised Tender/Rate Contracts/Negotiation etc. and all connected works.

6. 
Checking of Rates of Establishments (10%), SWODs, Transfer Vouchers. Surplus Statts, Auction Sale Lists, Loss Statement etc.

7. 
Checking of Demand/Return Notes (10%). 

8. 
Checking of Pricing of Demand/Return Notes (10 %).

9. 
Checking of New Rates of Priced Store Ledger (100 %).

10. 
Half-Yearly Review of Slow and Non-Moving Stores.

11. 
Audit of Stock Taking Sheets/Stock Verifica​tion Report based on Bin Card comparison.

______________________________________________________________

---------------------------------------------------------------------------------------------

Sl.


Labour Section

No.


---------------------------------------------------------------------------------------------

1. 
Checking of Calculation of Time Wage (10%). 

2. 
Checking of Calculation of Leave Pay (20%). 

3. 
Checking of Calculation of O.T. Pay (20%). 

4. 
Checking of Calculation of O.T. Bonus (20%). 

5. 
Checking of Calculation of Night Duty Allo​wance (20%).

6. 
Checking of Calculation of Holiday Pay (20%). 

7. 
Checking of Calculation of Incentive Bonus (20%).

8. 
Checking of Calculation of Special Pay (20%). 

9. 
Checking of Calculation of D.A. (20%).

10. 
Checking of Calculation of HRA/CCA (20%). 

11. 
Checking of Pricing of D.W./P.W. Cards (20%).

12.  
Scale
Audit check
of IEs.

13.
Scale Audit check of IEs

14. 
Half-Yearly Verification of Pay Entitlements of IEs.

[Authority:-C.I.A. (Fys) No. IA/Genl/I  dt. 2-8-79)]

Hospital Diet Bills

914. Four classes of diets as for non-combatants are issued at the prescribed scales to patients admit​ted into the Factory Hospitals. These four classes of diet are (1) high protein diets (2), fluid diets, (3) ordinary diets and (4) subsistence diets. Dry rations and where possible fresh rations should be procured through the Army Supply Depot. Accounts in respect of these article as well as those obtained by local purchase should be maintained on the lines of Military Hospitals

915. As it will not be possible to get articles for hospitals diet through the Army Supply Corps, it may be necessary for General Managers of Factories to resort to local purchase for this purpose. In such case, the normal rules governing the calling for tenders and framing and conclusion of con​tracts would apply. The contractor's bill for the supply of diet articles will be submitted by the Management to the Accounts Office for payment. These diet bills will be checked and audited by the Accounts Office in strict conformity with the pro​cedure for the audit of local purchase bills.

916. Local audit in respect of hospital diet and ration accounts will be conducted as in Military Hospital and para 31 B Section 1 Chapter VI of Army Local Audit Manual Part I. Excess issues either in commodity or quality of diets over the authorised scales should be placed under objection. It should be ensured, that all accounting documents etc. prescribed: are properly maintained by the hos​pital authorities. Any irregularity detected in this respect should be reported to the management and to the CIA (Fys) Main Office.

917. 
Audit of Dispensary accounts will be con​ducted' on Expense Book with Expense Vouchers signed by Medical Officer-in-Charge Hospital/ Dispensary, maintained in central dispensaries. No further audit will be carried out on internal documents maintained in Gate Dispensary, Estate Dispensary etc. Proceeding of survey of stores by a Board of Officers monthly will be verified" and test check exercised with reference to figures recorded in relevant expense book in Central dispensary.

Requisitions submitted by dispensaries will be scrutinised while checking the quantity transferred from Material Stores Section to Central Dispensary. 

Note 1- Bulk Issue-All issues of expendable item from a Factory Hospital/Dispensary Medical Stores will be made in bulk, on fixed dates, to the Selected Central Dispensary. All such bulk issues will be entered on an Expense Voucher and immediately struck off charge from the Expense Book.

Note 2- Retail
Issues-The Selected
Central Dispensary will be responsible for retail issues of expendable items to the various other dispensa​ries, departments, welfare centres (for authorised free issues only) wards and first aid posts. Al​though bulk issues are struck off charge centrally, it is necessary that issue made in retail are further accounted for, to enable the Medical Officer-in Charge to carry out periodical checks and to ensure that stores are not, being wasted: or misap​propriated.

Budgets Estimate

918. The Accounts Officers-attached to the Facto​ries are required to scrutinise the Budget Estimates and Periodical Reports- prepared by the Factory Management on IAFA Form-211 and M G O Form-7, respectively. In this connection para 2 (3) (vi) (b), F.A.R. also refers. For the broad checks to be exercised on the different heads like "Receipts", "Revenue", "Expenditure" etc. see instructions detailed in Annexure "B" to this chap​ter. These instructions are only in the nature of a guide and not exhaustive. Besides the above checks including that of the arithmetical accuracy of the Estimates, the Accounts Officer who has the advan​tage of his personal and. intimate knowledge of the production activities of the Factory and is familiar with the kind of materials that are likely to be required for the Factory's Production Programme should also with the help of essential records local available to him, e.g. Extract Register, Priced Store​ cum-Provision Ledger, Warrant Register etc. exercise an intelligent scrutiny of the reasonableness of the Budget Estimates from a higher financial angle. The Associate Accounts Officers in the Factories are also required to ensure that the budget proposals are realistically framed.

Instructions for scrutinising the budget estimates of Ordnance Factories

919. 
Minor Head-001-Ordnance Factories. 

Receipts-(i) Proceeds from sale of Surplus and Obsolete Stores

Under this head, scale proceeds of surplus and obsolete- stores (as distinct from sale proceeds of scrap and waste which are shown-under deduct head) disposed of by the Factory authorities (sales by the DGS&D) are credited to Major Head Capital Outlay A/C are only accounts to be estimated. At the time of Forecast Budget, it has to be checked whether the anticipated sales shown by the Factory Management are really expected to materialise during the year under review based on the various factors such as the extent of surplus stores, time taken in actual disposal of stores and whether the amount provided in the budget relates to the stores which are likely to be declared surplus/obsolete and dispo​sed of during that year. Past performance may also serve as a guide. During the various revisions it has to be ensured whether the amount of actual receipts, as shown by the Factory Management, are correct and are as per compiled actual and if not reasons for the variations are fully explained. In-the case of anticipated sales, full details of major items of stores expected to be sold are to be given 

(ii) Value of work done for Non-Military Depart​ments, other Government and Private Bodies

This head caters for receipts realised/to be reali​sed on account of issues made/to be made to Nonmilitary Departments, Other Government Depart​ment, Civil Indentors etc., from Ordnance Factories. It has to be ensured that the estimates-framed by the Factory are based on reasonable anticipated work to be done in the year. Load on the Factory etc. the extent, of the realisations expected and the arrear receipts, if any, are also to be taken into account. 

(iii) Other Miscellaneous Receipts

The-nature of receipts to be accounted for under this head is shown in the latest Classification Hand Book. It has to be ensured that the amount provi​ded does include only such receipts as are likely to accrue
normally. If the rate of any receipt such as licence fees recovery, electricity rate etc. has been enhanced /reduced, necessary increase/decrease should be shown in the estimates with suitable re​mark. If there is any arrear receipt that is expected to be realised, the same should be shown separately together with explanatory remarks.

Minor Head:-001-Ordnance
Factories 

Revenue Expenditure :-( i) Pay of Staff. 

Forecast Estimates.

Necessary detailed instructions for the prepara​tion of Forecast Estimates by the Factories have been issued by the DGOF's vide his circular No. 009/A/B dated 24th September, 1952 and No. 040/56/A/B dated 14th September, 1956. It has to, be ensured that the funds required under this head are calcula​ted strictly in accordance with the instructions con​tained in the above circular. He has also to ensure whether any increase/decrease in the rate of any allowances etc. has been duly taken into account in framing the estimates.

Other Revisions

The A.Os are to ensure that the complied actual shown in the estimates are correct and the antici​pated expenditure has been correctly worked out by the Factories and that instructions contained in DGOFs Circular No. 009/A/B dated 17th September, 1952 are kept in view.

(ii) Miscellaneous Expenses

It has to be ensured that the item .for which provision has been Made by the Factory are approved items of contingencies and if they are not, necessary sanction of the appropriate authority exists before they are included. It has to be seen whether the details of major items of expenses have been furni​shed.

(iii) Transportation Charges

It has to be seen whether the provision made under this head is based on the level of transportation charges paid in the previous year, keeping in any increase/decrease made/expected to be made of the rate of transportation charges of any particular category of store and that any increase/decrease is closely interlinked with the purchases to be made and the stores to be obtained from other sources.

(iv) Purchase of store (Local Purchase and Central Purchase, U.K. Purchase and Stock Pile Stores) 

Generally, the provision under this head is to be based on the purchases made/to be made by the factories in any year with reference to the production programme of the factory. This will in turn be based on the four-yearly production programme and the provisioning procedure. The physical holding of stock as per PSL, dues and commitments already; made will also be 3cept in view. It has to be ensure that the above fundamental principle is kept it view by the factory management in working out the estimate under this head and that the amount of carry in, commitments made/anticipated to be made and amount of carry over have been worked out with reference to commitment register maintained for the purpose and the funds required are worked out with reference to these basic data.

In this connection, a reference is also invited to DGOF's circular No. 505/SP/S dated 25th September, 1952 and dated 14th October, 1952.

(v) Deduct-Sale proceeds of Scrap and Waste 

Under this head, sale proceeds of Scrap and Waste, accumulated in the shops during the course of manufacture arc required to be taken into account in estimating the receipt under this head. As normally the extent of sales/accumulation of scrap and waste should be more or less of the same order as in the past years, provided of course" the manufacturing decrease/increase in the accumulation of scrap etc., it has to be ensured that any variation in the estimate of this head is fully and adequately explained.

(vi) Deduct-Value of Services
rendered
to, work done for Navy, Air Force etc.

The estimates under this head are required to include (i) Value of issues to Navy, Air Force and MES (ii) Departmental material drawn (iii) On Cost Charges.


(a) As
regards (i) it has to be seen that the amount provided relates
to actual issues made or to be made during the year to Navy, Air Force and MES as distinct from quantity of production of the stores during the budget year. Quantities of important items, which the factory expects to issue after completion, should be based on the capacity of the factory to produce them and actual production made in the past and should take into account difficulties in production/filling, packing etc. Correctness of the rates of the vari​ous items shown should also be verified.

(b) As regards (ii) and (iii) it has to be ensured that the amounts budgeted are correctly worked out and are expected to be credited to this head during the course of the year.

(vi ) Customs Duty

The amount of actual customs duty adjusted/ to be adjusted on account of customs duty charges is required to be provided under this head. Since debits on account of customs duty are usually based on the tariff rates for the patent items of import and their basic cost adjusted in arrears care should be taken to see that the estimates under this `head take into account all factors including increase/ decrease in the extent of imports.

General Section (Branch Offices)

920. 
The procedure of work in the General Sec​tion of the Branch Accounts Offices, where the work of both the General and Record Sections are combined, is the same as that laid down in the relevant para​graphs of Office Manual Parts I and II. The excep​tions are, however, detailed hereunder

(a) 
Disbursement of Pay

The Accounts Officer will receive a copy of the monthly pay bill of the staff from Admin-Pay Section and the cheque/cheque slip in respect thereof from the Disbursement Section of the Main Office. He with encase the cheque on the last working day of the month to which the pay bill relate and disburse the pay and allowances of his staff' and take their acquaintances on the pay bill. The pay bill, duly receipted, will then be returned to Admin. Pay Section of the Main Office. Where the Public Fund Account in respect of Accounts Offices in operation, withdrawal of money relating to pay and allowances will be made .in accordance with the procedure prescribed for operation of Public Fund Account.

The above procedure will apply to supplementary bills as well.

(b) 
Payments to Absentees

An absentee is required to make his own arran​gements for having his leave allowances remitted to him. If he desires his pay to be paid to another person on his behalf, a simple or stamped receipt, as the case may be (signed and dated not earlier than the last tray of the month for which the pay is due) must be furnished, together with a letter autho​rising payment to be made to another individual on his behalf. If the absentee so desires his leave allo​wances may be remitted to him by money order at his own risk and expense. Where the absence of the absentee has not been regularised by grant of the leave as due full pay and allowances, if drawn in the bill, should not be disbursed without references to the Admin. Pay Section of the Main Office unless the Accounts Officer can reasonably assume that the absence is covered by any full pay leave at his cre​dit.

(c) 
Grant of Leave

The powers to sanction various kinds of leave to the staff in Branch Accounts Offices have been decentralised. Section officers (Account) are now competent to sanction Casual Leave upto the autho​rised limit of 2 days at a time. The AO/ACsA/DCsA/JCsA will sanction the various kinds of leave upto the limit prescribed in O.M. Pt. I and also the powers delegated by Chief C of A (Fys) from time `to time.

Reports and Returns

921. 
General Section (Branch Accounts Offices) should also render certain reports and returns to the Chief C of A (Fys) as prescribed in the relevant orders,/instructions issued by Chief C of A (Fys) from time to time.

922 to 925.  BLANK.

APPEINDIX-A

ITEMS OF TYPICAL INTEREST

1. 
Criteria for Capitalizing Expenditure

Additions and modifications to existing machines

(i) The addition or modification should result in an appreciable increase in productivity.

(ii) The amount spent in labour and material on the additional modification should be more than Rs. 1000.

(iii) The, amount should also represent more than 5 per cent of the original cost of the machines.

2. 
Repairs Involving Replacement

Expenditure under this category can partially be capitalized provided the following conditions are fulfilled:-

(a) the result of the repair including the replacement, is an increase in productivity not merely in quality but in quantity as well.

(b) the expenditure to be capitalised is more than Rs.1000 in labour and material.

(c) the amount referred to in (b) above  represents more than 5 present of the original cost of the machine. 

The amount to be capitalized is the difference between the cost of new and improved part and the original cost of the new part which is replaced.


The expenditure should initially   be booked to work order 02/00041/00 and the portion to be capitalised will be subsequently transferred to work order 04/00007/00 and
capitalised in the usual manner.

3. 
Deferred Revenue Expenditure

When heavy expenditure is incurred to repairs and is to spread over several years, the incidence of the charge will not by me; from "Revenue Budget". In the Production Account, the amount chargeable to current, year's production will be treated as an item of overhead expenditure.  Balance will be carried forward as Out​standing Asset.

Repair expenditure may be categorized as revenue expenditure provided the following conditions are fulfilled:- ​

(a) The repair cost in labour and material should be 10 percent or more than the original cost of the machine.

(b) The repair charge should be Non-Recurring.

(c) The benefit of the repair would last for two years or more.

Approval of the OFB for treating the expenditure as Deferred Revenue and for the period over which the expenditure is to be spread over should be booked for in audit before the expenditure is actually incurred. Supplementary work order Drafts (S.W.O. Ds) should be properly enfaced as "Deferred Revenue" and Control No. 9 should be used in the first digit of the five digit code representing the Main Work Order.

e.g.
02-00041/00-Maintenance etc. of Machinery etc. 

02/90041/00-Miintenance etc. of machinery-Deferred Revenue.

Management should be advised to allot work orders accordingly and also to assign specific warrant numbers to all S.W.O.Ds for Deferred Revenue Expenditure. 

In respect of all S.W.O.Ds for Deferred Revenue, Cost Cards shall be maintained.

A new Account "Deferred Revenue Expenditure" should be opened in the Principal ledger. 

(a) Debit-Deferred revenue Expenditure Account.

(b) Credit-Overhead Account.

Expenditure incurred during the year on repairs to Plant' and Machinery is classified as "Deferred Revenue Expenditure". The Expenditure will be collected from 02 series work orders with control code 9 as booked in cost compilation and posted in cost- card.

Debit-Overhead Account

Credit-Deferred Revenue Expenditure Account

Amount should be charged to current year's production.
The amount should be collected from the "Register of Deferred Revenue Expenditure".

4. 
Production Account and Indirect Expenditure Statement

The Amount booked against work order 02/90041/00 should be kept out of production. The proportionate amount chargeable to a particular year's production should be booked to work order 02/ 00041/00 under class of cost "43" through allocation sheets. The booking to work order 02/00041/00 should be done on quarterly basis so hat the charges are easily spread out. The amount so charged should be shown in Production Account under debit item 4(h)-Other Miscellaneous Charges.

5. 
Statement of Assets and Liabilities

The balance of expenditure in the Principal Ledger Account "Deferred Revenue Expenditure" will be shown as "Outstanding Assets" in the "Statement of Assets and Liabilities. Until such time as a separate head is opened for this purpose in the Published Accounts, the amount should be included under "Suspense Adjustments".

Item 5 of the Statement-Assets side and also shown as a footnote

In the next year the journal entry for carry forward "Deferred Revenue Expenditure". 

Debit-Deferred Revenue Account

Credit-Outstanding Assets Account

Being unabsorbed Deferred Revenue Expenses on 1st April. 

6. 
Cost Accounting Adjustment of Productivity Linked Bonus

The entire expenditure on account of Bonus payment should be treated as an item of overhead expenses and charged to the cost of production of the year in which the payment is made.

Payment to Industrial Employees should be booked to work order 02/00005/00.

Payment made to other eligible personnel serving in Ordnance and Ordnance Equipment Factories maybe booked against the respective work orders under which their pay and allowances 
are booked under "01" and "02"series of work orders as the case may be. However "I" may be affixed against third digit i.e. first digit of Main Work Order Numbers as for IEs for control purposes to indicate bonus payment made to them. The figures on account of bonus
Office Staff is booked to work order 01/10035/00 and intimated to "AA" section from Account Section. The expenditure for Chief C of A (Fys) is distributed on the basis of total bonus paid to AOs. This is booked to work order 01/10034/00 (Central Administration Accounts). The bonus payment for OFB Headquarters are distributed on the basis of directs labour and booked to work order 01/10033/00 (Central Administration Factories.) The total amount of bonus so distributed separately should be deducted from the total pay and allowances under Central Administration (Accounts) and Central Administration (Factories) before arriving at the Central Administration Accounts and Factory's figures for distribution to Branch AOs.

7. 
Development Charges in the Manufacture of an Article--Accounting of

When manufacture of a new stores, involved expenditure of development nature, extracts issued by O.F.B. in consultation with Finance Division, OFB in consultation with Finance Division. In case, where extract is not so marked initially; OFB may is consultation with the finance division (OFB) authorise separately that the manufacture of the store may b undertaken on development basis. When some components required for such a store are required to be manufactured in other factories, the I.F.Ds placed by the Main Factory may be enfaced as "Development" IFDs, if it transpires that development at work will also be necessary in the manufacture of the components.

All Development Warrants will be issued to the shops against "60" series of work order specially allotted for the purpose. The work order code allotted for a particular store will remain the same when regular production is undertaken. For example, if the train work order code allotted to a store, is 585 then the work order will be operated as follows:-

60100585/00--When under development

90/00585/00-When under regular production for the Army 

Development Expenditure may be divided into three broad stages viz.​(i) manufacture of a pilot batch by experimentation and/or general engineering methods;

(ii) Establishment of manufacture on batch/bulk production basis having scope for improvements, in technique and manufacturing methods; and

(iii) Final establishment of manufacture by standardisation of technique and manufacturing methods for bulk production.

Separate warrants will be issued by Management for each stage of Development as stated above for identifying the Development expenditure incurred at each stage.

Stores which are successfully manufactured at stages (i) and (ii) will be priced at the unit cost from stage (iii) plus a portion of the Development Expenditure or at other ad-hoe rates decided upon in consultation , with the Management. After pricing, the amount will be transferred to the sub-turn work order by credit to the development work order.

The net expenditure incurred in stages (i) and (ii) after taking credit for the value of successful production as stated above will be absorbed in the cost of production for the store ensuring that the whole expenditure is absorbed in seven years.

The rates of absorption should be reviewed annually in consultation with the management to ensure that the expenditure is charged off fully on the available orders within the stipulated period of seven years where an order is not expected to recur, the extracts and warrants pertaining to the stores, will contain a suitable indica​tive enfacement and in such cases the entire development expenditure will be charged against the first order itself by crediting to the Development Work Order. The cases require special treatment of the procedure will be refer​red to the OFB/DGOF for decision in consultation with Finance Division (OFB) and Chief C of A (Factories).

The amount of development charges remaining unabsorbed against the development series of work orders at the close of the year, will be carried forward .in the accounts as "Unfinished Semi" for absorption in future production.


The above procedure for segregating and charging of development expenditure will apply to the development of all stores which are later to betaken up for batch or mass production, whether for services or for Civil Trade. These instructions will not apply to non-recurring ad-hoc orders for small quantities.

8.
O & M Study

The SP & M cell of Chief C of A (Fys) Main Office will be responsible to conduct O & M Study in respect of section and sub-offices which are peculiar to Chief C of A (Fys) organisation, i.e. Railway, PR, Fund, EDP section, of Main Office and Branch Account office attached to Ordnance and Equipment Factories.

9. 
Interim Provisional Accounts

To enable the Administrative and Financial Authorities to have an idea of the Financial results of the working of the Ordnance and Ordnance Equipment Factories as early as possible, interim provisional accounts of all the Ordnance, and Equipment  Factories are also compiled immediately on receipt of the accounts from the Branch Accounts Offices. This compromise only the three principal accounts vie. Store Accounts, Production Accounts, Finished Stock Accounts, besides the Statement of Assets and Liabilities. The Accounts and Statements are simple consolidation of the details furnished by the Accounts Officers. While furnishing copies of the interim provisional accounts to the various addresses, it is also made clear that the accounts are provisional and may only by treat as indicative trends and not of accurate details. The provisional accounts are submitted to the authorities concerned by the first week of October.

10. 
Preliminary Expenses

The term "Preliminary Expanses" covers all Revenue Expenditure incurred on establishment of a project in the existing/new factories from project planning to final commissioning stage.

The charging of priy1iminary expenses should commence when production is established. Even after com​missioning, there may b: trickle production for some time before regular batch/bulk production is undertaken. During this stage, overhead charges incurred will be absorbed only partially, the rate being fixed by the General Manager of the Factories. The unabsorbed overhead charges incurred during trickle production will also be treated as Preliminary Expenses. The term "Trickle Production" should normally mean production upto five percent of the full/planned/installed capacity.

Note--Daring trickle production, the Direct Labour hour/charges will be estimated on the basis of the quanti​ties expected to be produced during this stage. Similarly, the overhead charges (both Fixed and Variable) relevant to the expected load at this stage will also by assessed. The overhead charges to be levied on production during the trickle production stage will be at the percentage which the above estimated overhead charges bear with the estimated direct labour charges.

Accounting and Charging

(i) 
The rate of charging the Preliminary Expenses should be in term of Rupee(s) per unit of product(s). 

(ii) 
The rate of charging the Preliminary Expenses should be based on the programmed production over a period which should not extend beyond 10 years.

(iii) 
Given the current four-year-production programme, the rate of charging Preliminary Expenses may be decided on a realistic projection of requirement beyond the first four years in consultation with the user services and expected capacity utilization of the plant(s).

(iv) 
A periodical review depending on changes in production programme to be undertaken of the progress in liquidation of the Preliminary Expenses so that the rate(s) of charging can be revised as and when found necessary to ensure liquidating the preliminary charges within a period of ten years.

(v) 
The amount remaining to be charged to production at the end of each year will be shown as an Asset in "Statement of Assets and Liabilities" of the factory.


(vi) 
A Ledger Account in respect of Preliminary Expenses is maintained in the "Principal Ledger". Item No. XXV of Annexure A to para 840        refers.

The End
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