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I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee do present on thelr behalf this Filty-third Report 
on the Appropriation Accounts (Railways), 1963-64 and Audit Report 
(Railways), 1965. 

2. The Appropriation Accounts (Railways), 1963-64 together with 
the Audit Report thereon were laid on the Table of the Ilouse on the 
23rd February, 1965. The Committee examined them at their sittings 
held on the 27th November, and 3rd, 4th, 8th, 9th and 10th December, 
1965. A brief record of the proceedings of each sitting of the Com- 
mittee has been maintained and forms Part 11. of the Report. 

3. The Public Accounts Committee at their sitting held on the  
13th January, 1966 decided to appoint n Sub-Committee to review 
the action taken by Government on the recommendations made b y  
the Committee from time to time. 

4. The Committee considered and findised this Report along with 
the Report of the Sub-Committee which is appended hereto (vidc 
Chapter IV) at their sitting held on the 27th April, 1966 and should 
be treated as the Report of the Committee, 

5. A statement showing the summary of the principal conclu- 
dons/recommendations of the Committee is appended to the Report 
(Appendix XIX). For facility of reference these have been printed 
in thick type in the body of the Report. 

6. The Committee place on record their appreciation of the assist- 
ance rendered to them in the examination of these Accounts by the 
Comptroller and Auditor General of India. 

They would also like to express their thanks to the Chairman and 
Members of the Railway Board and representatives of the Ministries 
of Supply and Technical Development, Iran and Steel and Depart- 



nmt of Communfcltionr (P. & T. Baud) for the Cccopsration in 
Qlving dewled idomtion asked for by the Cornmitt= dtnf.llg th, 
Caunc of thdr wldena. 

R. R MORARKA, 
Cbirmcm, 

Public Accountr Committee. 



General Review d the FiarruiaJ Working of Railways during 
19634 

Receipts , . 
1.1. The gross traflc receipts during thc year 1963-64, viz. 

Rs. 632121 crores were &. 32.52 crows better than the original bud- 
get o f  Rs. 599.69 crores Among others. the increase including 
Rs. 125!! croors in pnsscwgw cnrningq and Rs. 16.30 crorcs ~n goods 
earnings. 

1.2. The worklng expcnstbs including npproprmtion to Deprecia- 
t ~ o n  Rcscrve Fund and payments to worked lines, amounted to  
Rs. 472.27 crores, and were Rs. 13.09 crores higher than the budget 
of Rs 459 18 crores The lncrcna.w in  expenditure was stntcd to have 
resultel: mainly from ( a )  h:ghcr rates of dcnrness nllowanco grant- 
ed to Cet:lral Govtmmcnt ~rnployet-s and highrtr pnvmcmts of house 
rent and compcnw lor:; ,lllowanccs hoth sunctiontbd a f t t b r  thc budget, 
(b)  the rlsc In thc~ p r t t v  of coal m d  of c 1 1 c w l  011 2nd ( c )  hlghvr  cost 
of m:~tcrial used for rcpalrs and maintenanrc c f  thtl vilrious ra~lwtly 
assets than was anticipated rn the budget 

Deprrcia t ton Reserve Fund 

1.3. The appropriation to the Depreciation Reserve Fund during 
the year remained at Rs. 80 crores as provided in the budget irom 
the revenue. 

Deuelopnrent Fund 

1.4. The surplus anticipated in the budget was Rs. 31*00 crows 
and as in the previous year it was to be wholly appropriated to the 
Development Fund. The actual surplus credited to the Fund a t  
the close of the year, however, stood at  Rs. 49.24 crores. 

Opemting Ratio 

1.5. h e  percentage of working expenditure to  earnings for 
1963-64 for the Railways as a whole was 74-05 as compared to 75.71 
c h m g  the previovs year. 



1.6. The Coarmittec u e  gbd b note the impruvememt in the 
-re of 'Opcnttng BPtio' for tbe yeat 1063-6C 
Estimation of T7afi.c Receipts-page 2, para 2 of Audit Report (Rail- 

ways), 1965 

1.7. According to the Audit Report the Tramc receipts exceded 
the budget estimated by 3252 crores mainly bccausc goods traffic 
of h i ~ h  rated gc:lcrnl mcrchnndisc was above anticipations and a 
jiubfitantial incrcasc occurrcd In passenger traffic. Thc Committee 
furthvr learnt from Audit that the variation bctwccn budgeted 
figure and acluals undcr t r a fk  rccripts was thc highest for 1963-64 
during thc last ten years clnding 196344 as shown below: 

1,O. The Financial Commissioner, nailways esplained in the course 
of eviclencc that both the years 1962-63 and 1963-64 were exceptional 
years. During 1960-61 and 1961-62 the capacity for goods traffic 
was very tight but later it was substantially improved from October, 
1962. He added that the estimates for 1963-64 were based on the 
available data. There was an ovcr-all surcharge of five per cent on 
all goods trafilc and there was no difRculty in estimating. What real- 
ly varied from expectation was that the actuals of 196263 were sub- 
stantially above the revised estimates, a factor which the Railway 



Board dfd not know a t  the time of presenting the Budget in Febru- 
ary when figures were available only upto November, 1962. The 
witness further added that the actuals of 1962-63 were higher by 
Rs. 12 crores. The revised estimates for goods earnings for the 
following year, 1963-64 were accordingly increased to Rs. 391.6 crorer 
from Rs. 379 crores. 

1.9. The Chairman, Railway Board further explained that they 
had expected to move 4.2 million tonnes of gcncral goods but the 
actual materialisation was 8.59 million tonnes, which was lnorc than 
double. These were high-rated goods. Thcrc was, howcver, heavy 
fall in the actual traffic in respect of coal and iron orc almost all of 
which were low-rated commodities. As regards passenger tramc, 
the Finanrial Cornmissioncr stated that at  the time when the budget 
for 1963-64 was prepared, passenger fares were pushed up by 10 per 
cent on 1st July, 1962 and the passenger tramc trend had abruptly 
changed. With the increase in  passenger rates from July, 1962 the 
receipts in the revised estimates for 1962-63 also went up in Novem- 
ber, 1962. The break-up of figures from July to November for the 
year 1962-63 was compared with the corresponding months of the 
previous year and the increase was -79 per cent. The revised esti- 
m t e  for 1962-63, however, went wrong because in the following four 
months there was a 4.3 per cent increase as against -79  per cent in- 
crease in the earller months of the year and that made a tremendous 
difference. He added that during the last four months of 1963-64 
there was 8 per cent increase over the previous year. I t  was not 
known whether this 8 per cent trend would continue in  the subse- 
quent years also. This sort of uncertain factors, the witness urged, 
were to be faced year after year. 

1.10. At the instance of the Committee the Ministry of Railways 
furnished detailed notes indicating the anticipated pattern of trafRc 
and revenue at the time of the budget for 1963-64 and the position 
which existed a t  the time of revised estimates and the actual receipts. 
They have also explained the method followed in estimating the 
traffic receipts. I t  has been stated Inter alia. 

"It is very difficult to translate those variations in originating 
traffic in precise financial terms since the assumptions of 
the anticipated load are based only on data for the penul- 
timate year; and the loads undergo changes-just as the 
composition of trafic does-the nature and extent of 
which it is difficult to  forecast accurately." 



"lt ritl be ril(avidaat tbat onu h u  to study the long turrc 
trend owr, ray, a few years, ar well ar tbe short-tenn 
trnd of the particular year, perhaps the most r-t 
month8 in 8 plrticular yew,  to avdd undue emom La 
order that one may not over -es th te  or under-estimate 
the U e l y  revenue any indication available from short 
term trends must be corrected somewhat in the light of 
long term ttendr." 

1.11. It has been added in the  note that the budget forecast of 
1962-85 and 1963-64 for goods were improved upon by actuals and 
on the budget Alfurcv of 1964-65 for goods trafac there was a sub- 
stantial shortfall. Similsrl y, in the year 1965-66 passenger earnings 
were expected to turn out lowcr than the budget forecast. There 
was, thcrcforc, no definite pattern ilnd a( tuals had turned out to be 
mrnetime~ higher than the budget forecast and sometimes lower. 

1.12 Whlh the Committee appreciate the probkms involved in 
-in# trends of tmfnc both goods and passengers and estimating 
tbe income therefrom, they neverlhclc~s feel that the difference bet- 
W- the budgot estimates and the actual receipts during the year 
1808-64 was quite substantial. The Ministry of Railways (Railway 
Board) would be well advised to review the systenr of framing the 
ertinutos of revenue in tho Light of experience gained and evolve 
sane suitable methods to minimise this gap. 

Railways owned b?/ Companies or District Boards wmked by the 
Indian Goven~~nent  Railwnys-para 6, page 3. 

1.13. Six Railway lines with a route length of 422.97 Kms. owned 
by companies, District Boards and Port authorities etc., were worked 
by the Indian Railways under agreements entered into separately 
with the owners of these lines. An a~nnunt of Rs. 1427,854 was paid 
during the year as net earnings and rebate to the owners. Besides, 
there were four branch lines with a route kilometerage of 244.09 
owned and worked by private companies under a guarantee of mini- 
mum return of 34 per cent on the paid up share capital. The Gov- 
ernment Railways had to pay. during the year 1963-64. a total sum 
of Rs. 16,74,179 to them to fulfil the guarantee, the cumulative pay- 
ment on this account being Rs. 1.28 crores for the period from 1st 
April 1950, to 31st March, 1964 

1.14 The Committee desired to know which were these six Rail- 
ways owned by Companies, District Boards or Port Authorities and' 
worked by tho Indian, Government Railways and what were the 



terma of agreement. The Financial Commissioner, Railways statedl 
that those were: 

1. Central Provinces Railway, 
2. ChaparrnukhSilghat Railway, 
3. Katakhal-Lalabazar Railway, 
4. Tenali-Repalle Railway. 
5. Nanjangud-Chamrajanagar Railway, and 
6. Cochin Harbour Railway, 

and they had the option to take them over and it had been decided' 
that Tenali-Repalle and Nnnjangud-Chamrajnnagar Railways would 
be taken over. As regards Cochin Harbour Railway, there was no 
question of taking it over as it belonged to the Central Government- 
the Cochin Port. This Railway being a small one, was actually 
worked by the Southern Railway as it was not worthwhile for the 
Port Authorities to engage their own staff to run it. 

1.15. The Committee desired to know whether i t  was not the 
policy of the Indian Railways to  acquire all these Railways in due 
course. The Chairman, Railwav Board stated that at a suitable time 
before the date of option, t h r  Board would consider thc case of the 
line which was to be taken over. The traffic that hod becn thcrc 
and aLso the future prospetts were taken into consideration. 'fie 
value that had to be paid t o  the Company was taken into account 
and on the basis of those tinancial implications, a decision would have 
to be taken whether to purchase that line or not. In certain cases 
it was impossible to negotiate a price lower than the agreement 
price. 

1.16. In answer to a question, the witness informed the Commit- 
tee that in the case of the Railway which was making a profit, they 
were also sharing their profit and Rs. 1427 lakhs was the share of 
the gross earnings. It was not a profit sharing arrangement. Ac- 
tually the contracts with the  companies were that the gross earnings 
would be retained by the Government to cover the working of the 
lines upto a certain percentage and whatever was left over after that 
was payable to the companies as their share of the earnings. 

1.17. The Committee desired to be furnished with a statement 
giving details including particulars of terms of working, the guaran- 
tees given by the Government, date of next option etc. of all the 
Railways owned by Companies or District Boards and at present 
worked by the Indian Government Railways as part of the Zonal 



Railway Administration. The statement furnished by the R p i h R q  
Board is at Appendix I. 

1.18. The witness further explained that Minister of Railways had 
stated in Parliament that in v ~ e w  of the fact that there was need 
for putting up more new ra~iway lines in the country, it would be 
better to spend whstcver cap~tal resources they got on the construc- 
tion of ncw l~ncs  rnthcr than on purchasing of old lines which would 
not odd to the rrvcnuu; at all. In vww of this policy decision the 
witness added thet as and when rases of purchasing the railway llnes 
came up. t h t ~ ~  had instruc'ions that for the convenience of the users 
as well as the financial imalmtions involved, they might go in for 
new line3 rather than for purchase of the old lines. They had how- 
cvcr tnkcn over two to three of these railways where the financial 
implications and othcr considcrat~on~ justified such taking over. 

1.19. Thc Committrc dcsircd to know if the intention was not to 
purchase the Central Prov~nccs Railway and inquired why the Rail- 
way Bosrd wcrc incurring an nnnup] loss of Rs. 11 a06 lakhs. (because 
the working expcnscs came to Rs. 19,53,000 and the total receipts 
came to Rs. 8-47 lakhs). The Add!t~onal Member (Finance), Rail- 
way Board stntcd in evidmrc that according to the contract which 
was entered into when this line was built originally, the Railways 
wcrc cntitlcd to  retain a certain amount for working the line and 
the balance had got to be paid to the Central Provinces Railway 
Company, and the expenses which the Railways would incur were 
therefore, unaffected and whether they would purchase or not the 
expenses were there in any case. As regards the annual loss, he 
added that it should be reduced by the share of the surplus profit 
amounting to Rs. 2.68 lakhs from this linc. Therefore, the total loss 
in running this railway linc today would be about Rs. 8 lakhs. 

1.20. Asked as to whether it would be beneficial to take over this 
line, the Financial Commissioner, Railways stated that the Ministry 
of Railways would have to go to the Government and abk them to 
advance capital on the basis of their programme which would in- 
clude taking over of lines. It was not ruled out only by the fact 
that the price payable under the agreement was Rs. 115 lakhs. 
because it was open to the Government to negotiate for the purchase. 
Acquisition of the line was different from the working of that line. 
Under the agreement working of the line was ensured, but the ques- 
tion of acquisition would have to be examined on financial conside- 
rations. The witness added that it would be very partial to take 
the railways' financial position alone into consideration, as  tho 
money for the  purpose was to be provided by the General Revenues 



under the financial convention. Moreover, if the line was purchaatd, 
it was not going to  provide a new or better facility to the public. SO 
the Railway Board could not say that as part of their obligation of 
rendering service to the Public they had to make this investment. 
They had to consider it from the point of view of an investment 
which could save money to the Government. Such an investment 
would save money to the Railways but would cause loss to the 
general revenues which would no: get income tax as it was getting 
from the company. Under the esisting arrangement, they were no 
doubt making a loss but they were avoiding further investment as 
it would not be beneficial. The Cnmmittcc pointed out that if Gov- 
ernment raised a loan of 115 lakhs and gave it to the Railways for 
thc purchaxe of t h ~ s  railway, there would only he a loss of Rs. 4 to 
5 lakhs per annum after giving due credit to the Government for 
the money advanced. Even if the amount of the intcrcst paid by 
Rai lway to General Revenues was di<bursed by Government to  
public, the general revenues would benefit as mrljoritv of persons 
lending moncv to Government paid income-tax on receipts from 
interest. The Financial Commissioner, Railways stated "I do accept 
that in a l a q e  majority of cases, there would be tax realisation on 
the borrowings." 

1.21. The Committee des'red to know why the figures of aclual 
working expenses of the other railways were not available. The 
representative of the Railway Board stated that they did not have 
separa:e working expense; of branch lines, because normally that 
could serve no useful purpose. In any case they were bound to run 
the lines under the contract. The Financial Commissioner, Railways 
added that it would make no difference, whoever was the owner, as 
running expenses would remain the same. In this particular ease 
Ln so far as transactions with the company were concerned, they 
were dependent on the earnings which were completely independent 
of expenses. He added that they maintained accounts of new line;/ 
sections wherever they wanted to study lhcir operations specifically, 
otherwise accounts were maintained on a Zonal Railway basis nor- 
mally. 

1.22. In answer to a question whether these railway lines were 
working at a profit or loss, the witness stated that the working de- 
tails of these railways were known to them but they had not the 
exact picture of their losses. The Railways did have the operating 
ratio of these lines. The witness added that the exact loss can be 
ascertained for a future period by keeping special accounts. For 
the  past period, however. it would all be mixed up. The Committee 



were also informed that these contracts for working these branch- 
were in perpetuily and thobe contracts could not be terminated 

by giving notice except In the event of purchase As a matter of 
fact there were no means of terminating these contracts. They 
were, however, considering :it what price the Central Provinces Rail- 
way might bc worth taking over. 

1.23 In thc ci~sc of thc, N a n j i ~ n ~ d  Chamrajnngar RaJway, thr 
Chairman, Katlw:~y Brl:rrti stated that the My:jore Crovernmcnt want- 
ed the Rai1u.a;; M ~ n l s t : ~  to takv over this railway and it was not the 
Railway 3¶,:1::l:y that wanttr l  to :akc i t  over. The price was nego- 
tititcd by the Railway Ministry which came to Rs. 4 88 lakhs as 
rgalnqt c.i~pir:ll h w ~ k  v a l w  of Rs 12.22 lakhs. 

1 2 4  Askvci n ,  to wh ;~ :  return was conslticrcti renluncrative for 
taking ovvr ;I ~ , i ~ i w o y  the witnc: s stntcd that it should cover the 
svmuunt that they were to pdy 8s ~ n t u r ~ s t .  If the amuunt of interest 
which thvy wfuld  h a v ~  to  pa) 011 the purchase p r m  was covere4 
ther~ 1 1  \5.ias worth tilk~ng crvtlr. Arlually thc contract provided that 
thc fixntion of p rm*  shcwld be  done on a part~cular basis but there 
was nothing to prtwmt t h c l  ownclrs from heing rcady to negotiate 
thr. lowc-I- pncr  Aft(-r i l l 1  t h r  ~nvrstctr who had go+ t h e  shares 01 
the. cornp:iriy tva:, intc-rvctcd ~n Ihc return he was gcttmg on that 
~ n v e s t n , ~ ~ ~ ~ !  I:) I C ~ ~ C Y ~  of C.P. Railway, the shareholder:, were get- 
trng Rs 3 t o  3 1  hkhs  on an ~nvcstnwnt of Rs. 95 lakhs. 

1.25. The Committee desired to know what return the Ra~lway 
Board were getting on those railways owned by companies. District 
Boards etc. by working them under the present arrangement. The  
Financial Commissioner, Railways stated that they were runnlng 
the railway ns a scrvicc and the monev had been pro\.ided by the 
private investor. The question was whether they should buy out 
the private investor or not. The running itself would no doubt cause 
them a certain loss. There was a certain loss on lines which were 
owned by the Government in certain parts of India; in certain other 
parts it was profitable and it was still more profitable in some other 
parts. But this was an additional investment in addition to  the 
service. They were short of capital although they might raise it at  
a certain rate and they had to consider that. That was why the 
Railways' normal test of remunerativene:~ was one per cent above 
the dividend rate. So purely to buy it to make a profit would not do 
as they knew that those lines were not remunerative. The witness 
.laa stated that it would not be correct to say that none of these 



ralhrays had ever worked on ray pmk As the tf* had 
inmased the general remunerativeness had aIm increased. Aa 
wages had gone up hfgher and general costs were higher, it wouId 
require a larger amount of trafdc to jusHfy ah investment. At one 
time narrow gauge was profitable, at another time metre gauge was 
profitable and now broad gauge with a certain minimum t r a c  
was required in order to be profitable. 

126. The Committee desired to be furnished with a staten3ent of 
all those railways which were worked by the Government from 
1947 onwards though belonging to the private companies showing 
when they were running at a loss/pmfit and also a list of companies 
in respect of which no separate accounts were kept. The infoma- 
tion furnished by the Railway Board is at Appendix 11. 

1.27. The Committee enquired if apart from the unremunerative+ 
ness, there was any other difficulty in taking them over. The 
Financial Commissioner, Railways stnted that there was none, except 
the need to And capital. The Committee desired to know whether 
the Sahu-Jajn-Dehri-Rohtas Railway could be utilised for serving 
the public also. The Chairman, Reilway Board stated in evidence 
that these were private sidings, maintained for certain purposes for 
bringing t h e  raw material to the factories. These were there for 
the purpose of their own private trafRc. It had not come up before 
the Railway Board that these sidings could be utilised for public 
uses, firstly, because there had not been any demand and secondly, 
to make them fit for public service would mean strengthening the 
track and bridges and also putting in extra rolling stock and it 
would mean negotiations with the owners about what remuneration 
they would like to be paid because they would not like their own 
traffic to be interfered with 

1.28. The Committee desired to be furnished with a statement 
indicating the raiIways already taken over from the private com- 
panies, year in which and the basis on which they were taken over 
and whether the same standard of remunerativeness was applied or 
not. (On what basis the Tenali-Repalle line was being taken over 
and how it compared with the standard of remuneration might also 
be given). The information furnished by the Ministry is at  Aapen- 
d i ~  m. n:w 

1.29. From the facts placed before them, the C d t t e e  note that 
eat of the six railway lines referred to in the Audit Para (owned 
by Companies/District Boards and Port anthoritia etc.) Nmjangud- 
Chamrainagar Bailwag has sin- been purchased by the RaihRaym 



.td 'fd-ICsprlb MW~Y W m  to bs t,lUrr trOrn bt A- 
lM8. The ooPnsrrbip of three BPilways oit. Central R o v h m  W- 
way, K.Wrbrl Ldabazar Railway urd Chrpnmukb-Sidghat hi1w.l 
t still in private hmb. The CochiEI Hubotv Bailway is owned by 
the Ministry of hnnsport. Berides here are four branch tines owned 
and worked by private companies under a guarantee of minimum 
tcturn of 33 per cent on the paid share capital. While the Committee 
appreciate that tho rcmunerativeners of these privately owned rail- 
ways is an important factor which weighs with the Ministry in 
deciding to purchase them, they would reiterate the recommehda- 
tlon made in their earlier rcporfs (para 15 of the First Report and 
para 10 of Thirteenth bport-Third Lok Sabha) that besides purely 
commercial considerations, factors liko efEcient management and 
better public sorvicm should also bc taken into account in reaching a 
Bnnl decision on thb  question. The Railway Board should also take 
into consideration t t ~ c  future growth of tramc on the railways in tho 
cttntext of all round development under the five years plans. The 
Committea desire that seriow efforts should be made to purchase the 
privately owned railways after negotiations with the owners taking 
fato consideration the depreciated value of tbe assets instead of theit 
book value. The Committee are glad to note that the ~anjangud-Cham- 
mjanagar raihvay was purchased in 1964 at a negotiafed price of 
&. 4-08 lakhs (based on tho deprecia;ed value of the aspets) against 
ths book value of Rs. 12-22 lakhs. 

The Committea a h  desire that pending taking over of the pri- 
mtely owned railways, accounts of their working expenses should 
be maintained by the Railways separately in order to have a correct 
pictun, of thst fin.nci.l working. 



Budgeting and Control over expenditure 

General Results of Appropriation Audit-page 3, paras 7-8. 
2.1. The number of demands voted during 1963-64 was 17 against 

19 in 1962-63 and the number of appropriations was 11 against 12 
in the previous year. The following statement compares the total 
grants and appropriations obtained and disbursement made against. 
them during the year with those of the previous year: 



I.  Original . . 1,178'29 1,142.53 2.02 1-28 r,l80-31 
2. Supplementary . 57-63 26.73 0 . 0 2  0.48 5 7 .  66 
3. Final (Original plus Supplementary) . I ,245 -93 1 ,I 69.27. 2 ' 0 4  1-76 It237-97 
4. Total Disbursements . . 1453.21 1,184.81 1-23 1'43 Id54-43 
5. Net Saving (-) or excess ( +) as compared 

to final Grants/Appropriatim . (+)17-28 I (-)o.~J (-)0.31 (+)16.47 
6. Percentage of 5 to 3 " . (+)I-40 (+)I  '33 (--)3g.?r 7 (+)1-33 
7. Percentage of 5 to 3 excluding Grant No. 

18-Appropriation to Develo~ment 
Fund . . (+)o-48 (-)0.29 (-)39-71 - 7  (+)o.41 



2.2 The Committee deeirtd to know as to why there was a saving 
.of 99-71 per cent during the year 1963-64 as against a saving of 
17.61 per cent during the previous year, 1962-63 in regard to the 
Charged pppmpriations. The representative of the Railway Board 
atated fn evidence that the charged appropriations were monthly for 
payments which they had to make on the basis of court decrees. 
Normally it was expected that certa~n court decrees would come 
ihtough and mature for payment before the 31st March. A provi- 
sion was made in budget on that basis. But when there were delays 
io the Analisation of court decrees and no payments were made there 
was a saving. 

2.3. The Committee mferred to the reply received from the Minis- 
try of Railways (Railway Board) in regard to their earlier recom- 
mendation made in para 5 of their 32nd Report (1964-65) and pointed 
out that the position had been explained about the variations on the 
Eastern and Northern Railways, but it was also stated that no action 
was considered necessary for preparing accurate budget estimates. 
The witness stated that the dates on which court's awards would (be 
made were unpredictable. An improvement could certainly be 
effected in r-t of 'charged appropriation' by not asking for sup- 
plementary grant at all unless the position about payments was 
fairly definite, towards the end of the year. The witness added 
that according to a recent decision taken by the Ministry of Finance 
they were required to put under 'charged appropriation' in future 
only those amounts which were decreed by bodies having all the 
"trappings" of a judicial Court. Arbitration awards under this 
dehit ion would come out of 'charged appropriations' and to that 
extent it was expected that their task in budgeting would be simple. 
At the instance of the Committee the Ministry of Railways (Rail- 
way Board) have furnished a statement indicating the number of 
court cases which were anticipated and those actually materialised 
an all the Railways during 1963-84. The Committee observe there- 
from that out of 6,991 cases anticipated on all Railways during 
1963-64 only 4,832 had been halised and that under appropriation 
No. 8 the Northern Railway could actually settle only 2,725 cases out 
lof 4,725 cases anticipated during the year. 

24. The C o d t t e s  would, t h ~ o r a ,  reiterate th& recommenda- 
'tiens contained in pan 5 of 32nd Saport (Third Luk Sabba) and 
aaggest that the ~CW@IRS for such inaccuste assessment particularly 
on the Northern aailwpy, year aftsr year, should be looked into and 

steps taken to improve the position. 
423 (Aii) LS3. . 



Exerrrive and unnecarsarp suppiementury Grantr Appropria: ions- 
para %page 4. 

2.5. (a) During the year under tepart, 17 supplementary grants 
aggregating Rs. 5,764 lakhs were voted by Parliament as against 12 
supplementary grants totnIling R.9. 2,673 lakhs in the pevious gear. 
There was a considerable reduction in the  number and amount of 
supplementary appropriatton obtained during the  year (1  for Rs. 1-5 
lakha against 5 for Rs 48 lakhs in 196243). 

2.6. (h) 7 % ~  2 supplc*mentary grants for a total of Rs. 11 .SO lakhc; 
rela tin# to Grant No. 2- R~\~c~t~~c~--h.l~~cc~llirncou:i Expendit urc. 
provcd wholly unncccssary ils thc, a r t u a l  c*xpcwhturc* d:d no1 e\Ynn 
wnw up to the orig~nal j p n t .  I ' ~P  f o l l o ~  in;: tanlc .  would in.iLcatr 
1 hat thc supplc.rnuntary provlslons ohtamed under t h ~ s  grant proved 
cntircly unnr.crs-ury during t he  Inst fivv years except in 1961-62 
when it was largely In r x c t w  of  rcqulrt*ments. 

Supplc- 1:initl 
nwnt,lry Cirun~ 
Cirunt (Origi- 

nal 
plus 

Supple- 
men - 

t , i q  

2.7. (c) 5 Supplementary grants, cosTer!ng 4 demands proved cx- 
cessivc. While additional funds prov ded in these cases totalled 
Rs. 706.98 lakhs (of which Rs. 706.91 lakhs was voted in March, 
1964) the amount utilised was Rs. 396.19 lakhs. i.e., only 56 per cent 
of the supplementary grants taken. It may be mentioned that out 
of Rs. 706.98 Iakhs, an amount of Rs. 184.12 lakhs was surrendered. 



in the very month in which supplementary grants had been voted. 
In the case of Grant No. 9 the surrender in the same month was 
Rs. 98-70 lakhs or 39.7 per cent of the Supplementary provision of 
Rs. 248.55 1Pkha 

2.8. (d) The only supplementary appropriation of Rs. 1.51 lakhs 
obtained during the year relating to Appropriation No. "GReve-  
nue-Working Expenses-Operation other than Staff and Fuel" also 
proved entirelv unnecessary as the final saving was Rs. 24.95 lakhs. 
An amount of Rs. 15-77 lakhs was surrendered in the very month 
in which the supplementary appropriation was obtained. 

2.9. In evidencc t i l t  Committee desired to know thC reasons for 
obtninlng additional funds by 2 supplementary grants undcr grant 
No. 2-Revenue-Miscellaneous Expenditure which ultimately pruv- 
ed to be entirely unnecessary. The representative of the Railtvay 
Board, while admitting that there was a large percentage of savitly 
in the final grant, stated that the main reason for his was that the 
grant catered for a large number of miscellaneaus items like sur- 
veys, miscellaneous establishments like SPE, Railway Rates Tribu- 
nal. Statutory Audit etc, and other miscellaneous charges not relat- 
ed to a particular Railway. He added that every effort was made 
a t  each stage of the review of the budget to estimate these items 
of expenditurn as accurately as possible and in most caws the tinal 
modification was fairly close. Out of the two supplementary grants, 
one was for Rs. 10 lakhs taken in April, 1963 right at the beginning 
of the year in order to provide money for the preliminary engineer- 
ing and final location survey in connection with the construction 
of the SiliguriJogighopa line which was decided upon soon after 
the Budget. The Committee pointed out that out of this supplemen- 
tary grants of Rs. 10 lakhs, only Rs. 7.15 lakhs had been spent. 

2.10. The Financial Commissioner Railways stated that this was 
a major broad gauge line costing over Rs. 20 crores the construction 
of which was decided after the Emergency and in that context the 
estimate of Rs. 10 lakhs was not unreasonable. The entire line had 
been surveyed and built within 2 years. He added that the urgency 
of work led to inaccuracy in estimation. The reason for supple- 
mentary provisions obtained under the Grant proving largely 
excessive or unnecessary during the past five years were stated to 
be different in each year. In one year the expectation of the Research 
and Designs Organisation had not come off. The witness stated that 
they would learn lessons from such savings. I t  had almady been 
decided not to go in for supplementary demands without careful 



thfnking towards the end of the year. But in this ease the supple 
mentstg demand for the broad gauge line was taken earlier in the 
year and ft was unavofdable He further added that in future when 
going in for supplementary funds they would try whether by asking 
for a little less the position could be improved. 

2.11. The Committee feel tbat in such cases where supplementary 
provlsiona rrae to be obtained mdy in the yau 8ad t?end of tbe 
expcnrdlttue d d  not be known precirtly the Ministry of Bailways 
should hrve q h t  the approval d PuUunent  for c o m m c n c i ~  the 
work by taking a 'token' qrmt. Later on t h y  could adt fo r  a amp- 
plemcntary grant, if necmnarp, on the basis of the trend of erpsndi- 
turn. 

212. With regard to other cases mentioned in Sub-pera (c) the 
Commltbcc desired to know why an amount of Rs. 184.12 lakhs out of 
Ro. 706.98 lakhs was surrendered In the very month in which sup- 
plementary grants hed been votcd. The Financial Commissioner 
(Railways) stated in evidence that under the normal procedure the 
r ev i sd  estimate was prepared early in January. The Supplementary 
demands were made In Fcbruary although votcd in the month of 
March. He added that in the light I$ the observations of the Com- 
mittce, they had now made i t  a point to Analise the estimates as late 
as possible in the year in order to reduce the supplementary grants 
ap much as possible. 

2.13. In a note submitted to the Committee the Ministry of 
Ra~lways have urged: 

"The accuracy of estimates and efficiency of budgetary control 
has to be judged with mference to the variation under 
each grant as a whole and not with reference to the 
marginal increases asked for in Supplementary grants as 
has been done in the Audit Para. The ultimate savings 
arc less than 0:5 per cent of the total grant except in one 
case where it was 2.20 per cent under grant No. 9." 

2.14. The Committee do not agree with the view expressed by 
the Ministry of Railways that efficiency of the budgetary control has 
to be judged with reference t o  the variation undar mcb gnat as a 
whole and not with reference to the supplementary grants. While 
tbe overall percentage of savings compared to the total grants may 
not be signifierrlrt, tbe ,Committee fad that the fact that sapple- 
mentary funds were obtained inspite of clear savings goes to indicate 
that the pmgmss ot expenditure was not b e i i  properly watched. 
The Committee hast that the Ministry of Railways will taka suitable 
steps to further Improve the position. 



Excess over voted grants and charged Appropriation-para 12-- 
page8 6-8. 

2 15. Excess occurred under 9 voted Grants during 1963-64 as 
against 5 voted Grants and 2 Charged Appropriations in 1962-63. 
The total excess during the year amounted to Rs. 21.86 crores as 
against Rs. 25.59 crores in 1962-63 and Rs. 7.20 crores in 1961-62. The 
details of excesses which require to b regularid under Article 115 
of the Constitution a n  as under:- 



venue. 
6 14-Construction of New 1.19 



2.16. The detailed reasons for the excesses under each grmts 
have been set forth in the notes (Appendix IV) of Railways (Rail- 
way B o d ) .  It has been stated that in the total excess of about 
Rs. 21-86 crores. about 11.49 crores related to Grant No. 18 for 
appropriation of the surplus to the Development Fund, which is not 
expenditure in the ordinary gense, but only the allocation of the 
surplus, the excess occuring due to the actual surplus being higher 
than the figure anticipated at the time of the Revised Estimates. 
Another important excess was under Grant No. 15--Open Lint! 
Works--Addi tions and Replacements. The excess occurred chiefly 
under 'Works' (Rs. 3.27 crores of which Rs. 2.27 crores occurred on 
Southern Ra lway) and 'Stores suspense' (Rs. 2-71 crores). 

2.17. Audit was informed by the Ministry of Railways in Feb- 
ruary. 1965 that "the extent of additional funds which can be made 
available to individual Zonal Railways Projects has necessarily to 
be determined with reference to the total available funds fixed in 
consultation with the Ministry of Finance who regulate the priority 
of Railways and non-Railway needs within the frame work of the 
wags and means position." The Ministry of Railways also added 
that it was the responsibility of the individual Railway Administra- 
tions to regulate their spending suitably so as to be within the limits 
set for them under each grant. 

2.18. The Committee desired to know whether any of the Railway 
Administrations had informed the Railway Board of their inability 
to limit the expenditure set for them under Grant No. 15--in view 
of the commitments already made by them and whether the Railway 
Board had taken steps to cover the unavoidable expenditure either 
by taking a supplementary grant or an advance from the contingency 
Fund. The representative of the Railway Board that the estimates 
which were received under this grant from the Railways in Decem- 
ber amounted to Rs. 480 crores as against the Budget grant of about 
Rs. 433 crores. These estimates were examined and after making 
the best adjustment which could be made the gross estimate for this 
demand came to about Rs. 460 crores. A supplementary grant to 
tbe extent of Rs. 26.5 crores was, therefore, taken. Then at various 
stages the Railways started giving modifications of the figures which 
they had asked for inspite of the fact that they were informed of 
the maximum which could be given to them. In reply to a question 
the witness stated that excess under this grant was not due to any 
failure on their part to recognise that expenditure should be limited 
to the sanctioned amount, but it was due to the error in estimating 
the progress of expenditure during the year. He added that soon 
after the revised estimates, on the 17th January, 1964, a special letter 



was written to all the General Managerr of the Railways m p h a i j -  
in# the need to m@b the expenditure to the amounts sanctioned. 
Rate of spendmg was sought to be curbed and t t  was curbed after-  
the rcvised estimate but i :  was not checked sufilcientiv due to error 
rn estimtlng As regards the Southern Railway thc financial Com- 
nriasioner stated that although the revised m imate was communi- 
cated to the Southern Kotlway, it seemed that they ndd not beer* 
able to rurb the expm i~ tu re  msplte of thelr best effort;. The? 
would investigate whether it was due to any order or contract given 
a f k r  the communication from the Railway Board on 17th Januar) , 
1994 of revised estimate. The witness further added that the com- 
mitment already made by the Railway was there and that had to, 
t x  met. The Chairman, Railway Board stated that orders were 
absalu'ely clear that no expenditure could be incurred unless it ha f 
been sanctioned and that there should be no excess over the amount 
sanctioned. This expenditure was no doubt distributed over a larger 
number of works but it was entirely wrong on the part of the South- 
ern Railway to go ahead with the expenditure knowing fully well 
that the expcnd~ture was in excess. It  was probable that this Rail- 
way hdd alrcody lncurrcd the expenditure and then ~t came fo r -  
sanction, 

2.19. At the instance of the Committee the Ministry of Railways 
have furnished further notes explaining how the Southern Railway 
had Incurred expenditure in excess of the allotment that had been 
given, which are at Appendices V & VI. The Committee observe 
from these notes that on the 7th February, 1964 the Southern Railway 
had asked for additional allotment of funds saying that "as a result 
of review of the progress of the works already made and commit- 
menta entered into, it will not be possible to remain within the cut 
dlotments." The Railway therefore, requested the Railway Board 
to reconsider the matter and allot additional funds. They had a h ,  
mentioned that if the cuts were not restored it would adversely affect 
the progress of construction works and open line works and would 
result in excess over allotment as commitments had already been 
entered into. No reply was issued by the Railway Board to this 
cammunication from the Southern Railway but it was decided to 
give special consideration to the request at the time of review of 
modffications towards the end of March, 1964. Following this review 
additional funds to the extent of Rs. 1.15 crores were made available 
to the Railway but a sum of Rs. 45 kkhs out of the Railways revised 
wtimate was not allowed even in the final stage. 

2.20. n# Committee us not happy to mte that the communica- 
tion from the Southern Railway was not promptly in the. 



lbiIwmp BauC Wsrd ad taking a lPrl dscirioa in Us matter an& 
giving a ratly to the Railway, the Bailway Board allewed the 
matter to xwnain in maspame. The Southern W w a y  in the mean- 
while went on with its commitmeats and works programmes. It 
i ; ,  therefore, dbviorrr that expenditure in excess of the funds v a t 4  
by Partiament was incrvrsd in this case not hecause of any e t n u  
of estimation as it was said in evidence, but due to the omission -1 
the part of the Railway Board to pay due and prompt attention to 
clear waming tram the eonearned aJlway that expenditure was 
going to exceed the budget allotment. The Committee would like 
the Railway Board to exercise greater caution to avoid such 'excessen'. 

Subject to the above observation the Committee recommend that 
the excesses referred to above be regularised by Parliament in the 
manner prescribed in Article 115 of the Constitution. 

Zncfftctent Balances under Suspense Accounts-para 15, pages 10-11. 

2.21. The balances outstanding under the suspense heads 'Pur- 
chases', 'Miscellaneous Advances-Capital' and 'Sales' on 31st March ,. 
1964 were as under:- 

(Figures in lakhs of Rupees) 

Purchase . Net 738 This account is credited with the value 
Debit of stores received and charged with 

the payments made for stores pup 
chased indigenously or by impon, 
including coal. 

Miscellaneous Net ' 1,738 This head is debited with such pay- 
Advances- Debit ments or adjustments as cannot 
Capital. immediately be carried to any final 

head and subsequently cleared. 

Sales ,Y . 59 This account is debited with t h e  
value of stores sold and cleared by 
recoveries. 

2.22. Heavy outstandings and consequent ad hoc adjustments o i  
the suspense balances remaining uncleared for more than two y e w  
uyto the year 195253 were commented upon in para 14 of the Audit 
Report, Railways, 1961. In para 14 of the 40th Report (Second Lok 
S b h a )  , the Public Accounts Committee pointed out that large sums 
lying under suspense without being charged-off to the respective 
Anal he& of accouht, vitiate Parlaimentaly control wer expendi- 



.tun and were, t)rstcfore, highly objtctionable. In para 10 of the 
Audit Report, Railwayn. ~~, the position subsequent to 1952-53 
w u  also pointed aut. 

2.23. The latest review of the items outstanding for over one year 
under these suspense heads h8s shown that large amounts of un- 
linked debits and credits have accumulated in all Railways, which 
may uirimately have to be cleared by ad hoe write off. The year- 

w k  break up is ind~cated below:- 

Ycnr IBurchascs (as Mix.  Advances Sales (as on 
on 29-1-64) Capital (as on 30-1 I -  1963) 

30- 1 1 - 1963) 

upt0 1951-52 7 3 3 1 

1952-53 . 25  41 2 1 I 

1953-54 1,16 -2 6 I 1 

1954-55 8 I 88 2 3 I I 
r9~5-56  88 91 2 1 2 J 
1956-57 . 2,05 5 7 4 1 2 I 

1957-58 . 7 5 59 2 0 I 2 1 
1958-59 I ,oz 8 5 30  2 3 2 

! 9 S Y 4  . 1,16 1 , ~  44 28 3 I 
1c)c5odl . 1 3 3 5  2 -27 73 20 3 7 
1961-62 . 2~59 3a9 1 ~ 8 5  2-54 6 5 
1 9 6 2 - 6 3  . . 4,51 4 4 6  1 ~ 3 8  78 5 5 - 

Total : . 1653 1614 3 3.93 32 2 5 _- "-- --1- --.---- -...- - -- ---- ---- . - I _ _  - 
2.24. According to Audit, apart from the delay in bringing the 

expenditure to account under the final heads, existence of such old 
debit and credit balances lying uncleared in the suspense accounts. 
also effects calculation of the dividend payable to the general reve- 
nues by the Railways on the total capital-at-charge which includes 
the debits and credits under suspense accounts. 

2.25. The Committee desired to know how the Railway Board 
proposed to speed up the progress of clearance of old items parti- 
cularly on the Railways where the outstandings were unduly large. 
The  representative of the Railway Board stated that there had been 



a subgtantial improvement in the matter of clearance of suspense 
balancer: since the paragraph appeared in the Audlt 
Rewrt. The Pendmg balances, under purchases 8US- 

pense were Rs. 16.5 crores debits and Rs. 16.4 crotes 
credits on 29-2-1964. The position as on 30th September, 1965 was 
that this balance had already been reduced from Rs. 16'5 crores to 
Rs. 9.16 crores on the debit side and from Rs, 16.14 crores to Eis. 8-40 
mores on the credit side. In answer to a question the witness 
stated &hat so far as the North-East-Frontier Railway was concern- 
4, the figures were Rs. 3.01 crores debit and Rs. 2.55 crows credit; 
on 31-5-1965 they had come down to Rs. 2:74 crorea and Rs. 2.33 

a o r e s ,  and on 30-9-1965 they had further come down to Rs. 2.98 
crores debit and Rs. 2.03 crores credit respectively. So they were 
hoping to clear as much as they could in the normal way. As re- 
gards the North-East-Frontier Railway a certain amount of arrears 
had been created on account of transfer of the records from Calcutta 
to Pandu and it was supposed to be debit amouting practically to 
Rs. one crore and credit amounting to nearly the same amount. 
While the two figures were more or less balancing the individual 
link-up of these figures was proving difficult. They might have to 
made some ad hoc adjustment in case of N.F.R. after making some 
more efforts to clear outstandings. In respect of other railways 
thc positlvn was very much better. 

2.26. The Committee pointed out that in 1962 they had recom- 
mended the appointment of a departmental Committee similar to 
that appointed by the P & T. Board to tackle this problem and 

*desired to know what action had been taken on their recommenda- 
tion. The witness stated that they would certainly consider the 
recommendation made by the Committee but they were hoping to 
clear the balances under suspense accounts by normal means. 

'There were two particular transactions which accounted for a great 
deal of the balances. In the miscellaneous advance suspense, the 

.amounts that were likely to be cleared on the debit and credit sides 
were Rs. 1-8 crores out of Rs. 6-25 crores and Rs. 3.33 crores out of 
Rs. 5-74 crores respectively as on 31-5-1965. They were hoping to 
.clear these amounts by the credit which they had got from the 
Steel Equalisation Fund for certain amounts which were outstand- 
ing for some transactions that took place as far back as 1958. This 
adjustment was withheld from 1958 until 2 or 3 months ago and 
there would be a very substantial reduction in the outstandings by 
.this amount. 

2.27. Asked as to whether it would d e c t  the contxdbution of the 
tailways to the general revenues, the Financial Commissioner, 



Railway6 stated that it would affect only in a technical wnsc to the 
extent of the difference between thc rate at whtch Gwemment 
would pry on their depoir~ts. It was a m a i l  balance between the  
Government and the Railways. 

2.28. Thc question of heavy outatandings undw suspense accoant 
and conseqomt rinlt of louar occuring through overpayments to sup 
p h r n  and lorwsl, d a t o m  has heca engaging the attention of the 
Committee tor qtrfb waw m. In pura 18-19 of UIdr First Re- 
port (1962-a), the Committee (rtrmsed the nccwity of firmly tackl- 
ing the chrodc problem of suspense hdanccl and m g p t e d  the 
fcasilibity d ronrtltuting a departmental committee for tbc parpm. 
Runwnt to this recommmdatlon the Railway Board iswed neces- 
sary innructions in April, 1963. The Board however left to the indi- 
vidual railway adminiatntlons to consider whether they desired to 
have rturdlng c o m d t m  for the purpose, comlating of senior Deputy 
Mmmger. F.A & C.A.O. and Controller of Stores or C.P.O. or other 
herds of deptt. an tho case map be. The Committee howwcr feel 
eomerned to ftnd that them has k n  no perceptible impmverncnt 
in the podtion in that large amounts of unlinkd debits and credits 
wWcb are m v m l  years old are still outstanding. The Committee 
h i r e  tb8t the h i h a y  Board should review the effectivma~a of 
tho marrwras lLarrdy taken by the various railway administrations 
with a view to finding out what further steps should be taken to 
liqtlid~te the old oatstandings and p w s n t  harrvy u c ~ u l a t i o n  in 
fn tun.  The W h y  Board should also cawidor the feasibility of 
sstthr(l up a dsplrtmontal Committee on each W w a y  to keep a 
constant watch over tho proqrass made by the various d l w a y s  and 
rsrolvc the dllBcultits in tbb rsqud. 

Missing and unconnected caal wagons--para 16pages  11-13 

9.29. Payments for coal supplied by various collieries to the 
Railways are made in advance of its receipt, on the basis of despatch 
intimation received from the colliery base stations. Strbsequently, 
wfth referenm to the coal actually received at the various distribu- 
tion and consumption centres, a reconciliation is fleeted and any 
missing or unconnected wagons are investigated. In this process re- 
conciliation, cases of wagons not received by the consignee Railways, 
and wagons received but for which payments have not been maae 
or could not be linked for want of advises from the despatching 
stations are brought out. Further investigations are thereafter 
made to locate the missing wagons and find out the proper consig- 
nees of the unconnected wagons by reference to the other Railways. 



2.30. The Accmtnting p r d u r e  has been so designed as to 
secure a constant watch on linking the receipt of coal with the pay- 
ments made in advance. All coal transactions are in the Arst ins- 
tance placed in a suspense account 'Purchases--Coal' and after re- 
conciliation with the coal received, the unliked items are to be trans- 
ferred periodically to two other suspense accounts, vir.. "Miscellunc- 
out Advances-Fkvenue-Coal" in respect of cases where payments 
have been made but wagons have not been traced and "Stock Ad- 
justment Account-Coal" for cases where wagons have been receiv- 
ed, but payments have not bccn made or linked. These balances 
are also to be cleared after further investigation by the Railway 
Administrations as early as possible. 

2.31. A review of the above Suspense Registers indicates the 
following position in respect of each Railway ns on the 31st March, 
1964, a good portion of which relates to periods prior to 31st March, 
1963. 

(In thousands of 
rupees) 

S i n : ,  of  K i i l w . ~ y  P U ~ C ~ ~ I S C S  ,4ccount Misccllnn- Stock 
Coal eous Adjust- 
Dr. C r .  Adv~nccs ment 

Revenue Account 
Coal Coal 
Dr. Cr . 

Central . 
Eastern . 
Northern . 

NorthEastern . 
North East Frontier . 
Southern . 
South Eastern . 
Western . 

Total . 
Amounts of items over one 

Year old. 443932 



2.32. The Railway Board had issued rnstructions In December, 
1W that intensive efforts should be made to clear these balance, 
and llnts of outstanding wagons rrhouid be mtlmatcd to adjoining 
Railways from time to tlme. The Railway Board's orders wcre not 
~mplemcntcd by the Central and Northest Frontier Ra~lways, w h ~ l e  
South Eastern Railway did it only partially (September, 1964). 
The other h ~ l w a y  Admrn~stratrsns acttad on it from varrous dates 
between Dwember, lH9, and February, 1963. 

2.33 l'he Committw cnquintd whether the Ibllway Board had 
dcwcicd about special steps thcy would take In avoidable delay in 
Itnktng, in ciiscs ( I )  w h t ~ e  payments had bccn made for coal but 
ttw conneclcd wagons had not been rccelved and (11) where coal 
wugor~s had twcn n ~ e r v c i i  bu! wh~ch could nett bc l~nked with pay- 
nrcnts. Thc Additional Memher (Finance) s takd  that they had 
made c.ons~cic*rablc improvement upon thcb balances by !he norind 
proclrss of inspection. Iic added that hcni~for th  lmk~ng  would be 
much morc effcctivtt ns thc new procucdurp for machine-llnk~ng was 
about to br s t a r t d .  

2.34. Asked to expla~n thc process of machine-linking. the  wit-  
ncss stated that thcy got details of the wagon numbers in which 
c o d  was booked and where they had been actually loaded A 
punched card was prcpared for each of these wagons numbers and 
these quantities collated with other cards punched. Railways 
would thus match the cards for wagons for which they had paid, 
with the cards far the wagons which had becn actually received. 
Anything that was lcft unvetted aftcr this initial linking bv 
mach nr, was tried to he linked up again next month with tresf: 
cards of received wagons in case the wagons had not been account- 
ed for in the second month after thcv were booked. 

2.35. The witness added that the trouble in respect of linking 
up  of missing wagons was a t  its worst in 1962-63. At that time 
73 per cent of the total number of wagons booked, accounted for 
as tnlhslng. The two reasons for this were that the stock of con1 
in the sheds on  some of the Railways was extremely low and 
wagons had to be frequently diverted to c a r v  on Railway Service; 
from day to day. Secondly. Moghulsarai yard through which most 
of the coal wagons had to pass from east to west was under re- 
modelling. These causes had now been removed and in 1964-65 t h e  
figure of 74 per cent of missing wagons had come down to 21 per 
cent. 

2.36. Asked whether any special study had been made about t h e  
missing wagons and whether they belonged to any particular 



colliery, the witness stated that no such investigation had bccn 
n~a. le  end there was no prima facie reasons to suspect any particdbr 
colliery. 

2.37. In  reply t o  a question as to the time lag in the reconc~lia- 
tion of mlsslng or unconnected wagons. the witness stated that ~t 
was one to two months. Explaltung further the Chalrman, Halluuy 
Board ~ t a t e d  that the mlsslng wagons meant t ha: those partlculd 
wagons had nut been rece~ved at tht. sheds to whlch they had becn 
consigned, but might have been rccelveti at other sheds. The con- 
tents themof were not lost or nusappropriatcd Hc also stntttd that 
the number of mlsslng wagons which were not Ilaccd ult~mately was 
not so large and the loss on account cr f  them was very smnli. 

2.38. The F~nancial Commissioner, Railways csplaln~ng further 
stated that In the year 1963-64 agamst il normal write off of Hs. 60' 
laks on account of cast of coal in m'ssing wagons, there w.is n 
credit of Rs. 63 lakhs from unconnected wagons i.c. those which 
could not be linked with the wagons dcspatchd. Thr* Chairman, 
Railway Board stated that the amount almost balanced each other. 

2.39. In reply to a question as to the year to which the oldest 
case of missing wagons belonged, the Additional Member (Finance) 
stated that it was not possible to give thC information regarding 
individual wagons, as the Railways used about 75,000 wagons of 
coai every year and the accounts were a little complicated. He  
added that it could not be stated to which year a particular iigurc 
mlated. 

2.40. In reply to another question, the witness stated that the 
linking going on at present was better than in 1962-63 and that they 
hoped to make substantial improvement in the position. The Chair- 
man, Railawy Board informed the Committee that census of wagons 
was taken once in 3 years and every wagon was accounted for. 
The number of wagons missing was very small. He added that 
there might be no accountal of wagons which had been condemned. 

2.41. The Committee enquired what action was taken on the com- 
plaints that labels of wagons werp replaced. The Chairman, Rail- 
way Board stated that at  present a number of clerks were put on 
the job to take down the number and other particulars of each 
wagon received at every junction station, but the5 were s t ~ d y i n g  
the method followed in certain foreign countires where modern 
telecommunication equipment was used in sending messages re- 
garding the number and other particulars of the wagons. The wit- 
neps stated that the increase in traffic was so large that the rtaK 



for recordtng the n u m k r s  and particulars of booking of the wagons 
had tn he increased He added that to tackle this problem in 3 
matt mtdern~sed wey, the Railway hoped to start a pilot pmject 

moon. 
2.42. The Committee d e s i d  to know whether it had been invtsti- 

grtrd at any time as to how many wagons for which the Railways 
had pair the cornpenvation payments, had been accaunted for. The 
wilncws stafcd that figures for compensation payments made were 
available and a statement showing the compensation amount pad 
to various parties for the missing wagons could be supplied. The 
Committee desired to bc furnished with a statement showing the 
amount of compensation paid to the private parties on account of 
m~nsing cod  wagons during the years 1962-63, 1963-64 and 1964-65. 
The note received from the Ministry is at Apwndix VII. 

2.43. The C o d t t e e  are glad to note that some improvement 
hrs been effected in locating the missing coal wagons and linking 
the unconnected on- and that the percentage of miming wagom to 
the total number d wagons booked has come down from 74 par 
ceut in 1962-83 to 21 per cent in 196445. They a h  note from evi- 
dence that machine-linking is going to be introduced shortly. The 
Comdttao would like to be informed whether there has been any 
furtber impravemsrrt as a d t  of the introduction of machine- 
Unklnp and if so, to what extent. In regard to the location of mir- 
dng wagons, the Committee would suggest that a special study be 
~ d e  to ascertain whether there is disproportionately high incidence 
of missing wwom in relation to thoee booked from a particular 
group or groups of collieries. They note that a pilot project uaing 
modern tdc-rommunication equipment is proposed to be started for 
sending mmmagm regarding the number and other particulars of 
wagons booked. The Committee would like to be informed whe- 
tlrer this project has been started and if so, whether it has resulted 
in any appreciable reduction in the number of cases of missing or 
unconnected wagons. 

2.44. From tho note hvlriisbed at Appendix VII the Committee 
note that the amount of compensation paid to priavte parties on 
account of m i d n g  coal wagtm has been rising fnnn yaar to year 
since 1962-63. They hope that with the introduction of machine 
tinking and the Pilot Project using modern tele-communication 
equipment. the payment of compensation for missing coal wagons 
will be reduced. 



Ussea, Nugatory Expenditure, Financial Irmgularities and other 
Topics of Interest 

Northeast Frowtier Railway-Extra expenditure due to dehy in the 
finalisat-on of tender-para l b p a g e s  14-15. 

3.1. The lowest tender of Rs. 8,10,955 received in June, 1962 for 
the construction of 100 Type I and 50 Type I1 quarters was open for 
acceptance till 25th September, 1962. Even though the building 
cost ind.ces w,th reference to which the ceiling limits for expendi- 
ture on res~dential buildings are arrived at for the various localities 
of the Ra.lway, were under reviews at that time for upward revi- 
sioa in the Engineering Department, the Tender Committee which 
mct on 17th August. 1962 recommended negotiations wlth all the 
contrsctors to bring down the rates as the Committee found that  
the quotation was above the unrevised ceiling rates for one of the 
two types of quarters. In fact, the revised indices were Axed by 
the Chief E~g lnce r  and sent to the Financial Adviser and Chief 
Accounts CMicer on 18th August, 1962 for acmptnnce. 

3.2. The negotiations held on 7th September, 1962 did not pro- 
duce any fruitful effect. Soon after, the Tender Committee mcom- 
rnenjed to the Chief Engtneer that fresh tenders may be called for 
On 5th October, 1962, the Tender Committee again informed the 
Chief Engineer that the lowest quotation received in June, 1962 was 
within the revised ceiling llmits, and, therefore, the acceptance of 
the same should be considered before calling for fresh tenders. A 
letter was sent to the contractor only on 39th Novembr, 1962 ac 
cepting his quotation. The contractor had, however, withdrawn his 
ten;1er on 16th November, 1962. 

3.3. Subsequently, on 21st January, 1963, the same contractor 
offered to undertake the work on certain additional conditions which 
were evaluated by the Administration as involving an extra expen- 
diture of Rs. 29,107. As no reply was received from the Railway 
Administration, even this revised offer was withdrawn by the con- 
tractor in his letter dated the 5th April, 1963. Ultimately, the con- 
tract was awarded to another contractor on single-tender basis at 
9,11,550, t h e ~ b y  incurring an extra expenditure of Rs. 1,00,595. 

3.4. The Committee enquired why there was delay in deciding 
this tender and why before not accepting the lowest tender within 
the prescribed period it was not taken into consideration that a t  the 



moteria1 time an upward revirion of the rate was under considera- 
tton, The Member (Engg.) stated that these tenders were first 
fnvtted in June, 1962 and were o p n  for acceptance upto 25th &p 
tmber, 1962. 7 tenders wcrc recetved in all. A Tender Com- 
mittee consisting of 3 junior Adrn~nlstrative Omnrs ,  the Deputp 
Chlcf Eng~necr, the Deputy Chief Mechanical Engrneer and the 
Deputy Chlef Accounts 0Iflcr.r was appainted. Summaries of thr! 
tendcrs wcrc then prepared and checked first in the Chief Engi- 
nmr'r, oElJce and again m the Drawing omce to ensure that the 
quontitrcs hod been correctly calculntcd. All tho* statements pre- 
pared in the.* ofRces were considcn4 by this Committee. Having 
exammczi the tenders they found that  for one of the types of qunr- 
ters thc trndw figurm wcarc h fihrbr than thc cpiling laid down. In 
this partrculnr c~lrjr t t w  work had started In June, 1961 In the d:Fier- 
crnt district$. The last occ:lyiorr when such a rcvis~on in ceiling was 
donc wax in 1W. Thvn botwccv 1960 and 1961, cc~st had risen 
fuirly r;rpdly and thcrefuw it wo, ronwdcrrd nccyssary in 1961 to 
revm the buildttrg cost ~ndiccs and d l  thc Dlstr~ct Englnccrs were 
rc~pcutcd to g o  ~ n t o  thc m;iltc.r. E.vi:~.rws uvre also made from 
ottlcr olstcr Dopartmcrlts like thc C.1' W.D to ascertain whether 
there had b c n  n gcncral ~ n c r ~ a s o  nnci taklng all th:s into considcra- 
tion thc bu~l t i~ng  cost ~ntiicw werc arrived at. In this caw, although 
the mnttcr was nndcr eoni;idcrt?tlnu, it WEIS very diffkult for this 
Tcndcr Con~rnrltcc to nntwp:itcd ns to when hr rcv scd building cost 
i n d m s  nr~d  ceiling costs for qunrtcrs would be rcady f%>r them to  
conlpilrr w ~ t h  t k o ~ ~ b  tcndcrs nn.i to  what cx'cnt thcsc buildlng cost 
indicias wcrc likely to go up. IIc mldchd thnt the D strict Engineer, 
Dlbriignrh to whose omrr this tender pertained had himself recom- 
rnc~viwl nn ilnhanccvncrlt of !hi& ce:ling costs from 157 which i t  wrs 
in 1960 to 193 end hc had In support of his recommcndntion given 
011 rc*lwatrt R~urc~u Bit? t~vcntunllp after those were examined in 
11 4. Omce, the fijiurt? tjf 193 was found to be too high aqd the figure 
acccptcd was 173. At that time i t  would not have, therefore, been 
rtght on the part af thc T c n h  Committee to have anttclpated the 
extent of t h ~  new revision of ceiling costs. 

3.5. The CommWee cnquinul why the matter was not decided 
within the time-limit of those tendcrs and why 5 months were taken 
to decide whether the tenders were rrcceptable or not. The M e m k r  
(Engg.) stated that after the 25th September, the question of delay 
was not really mnterirrl, because after 25th September, which was 
the last date up'o which tenders were open, there was no contractor 
and the Tender Committee tried to get the lowest tenderer who had 
prevfouslv quoted. A telegram to that effect was sent on the 16th 
November. The F'inancial Commissioner, Railways stated that even 



before that, on the 7th September, negotiations were held with the 
b e s t  tenderer and as he refused to reduce his rates, which were 
above the ceiling limit, it was decided to cell fresh tenders. 

3.8. The Committee pointed out that I )  months after the receipt 
of the tenders in June. 1962, it was known that they were above the 
ceiling. They desired to know why action was not taken either to 
wviqe the ceiling or to re-invite tenders within those 14 months and 
why another 31 months were lost. The Member (Engg.) stated that 
whcn the tenders were received, ~t was not immediately known 
which was the lowest tcndcr and what the dlfferencc was, because 
there was a t d a l  of 7 tcndrrs with 329 items in all. All these were 
sent to the Tender, Drawing and Accounts Scctions which took same 
time for tabulation, preparatmn of brtefs and caiculntions of ceiling 
cosRs He a d d d  that although a certain period of time was taken 
for these d~ffercnt  processes. actually the delay was not such as would 
have affected the exchequer. Thereupon, the Committee pointed out 
that the delay In finalis~ng the tender had rost the public exchequer 
Rs. 1 lakh and the Ministry had given no convincing explanation far 
that. The Mcrnber (Engg.) stated that 13 days' time was takcn in 
the Drawing Office after the papers came to it from the Accounts 
Officer on 31st July. Thr  Committee cnquircd why the tcndrr was 
not con.;idered in the 11qht of the recommendation mndc bv the 
Chief Engineer on 18th August that the rates should be revised. 
The Flnancinl Comrnlssioner, Railways stated thnt the derision of 
the Tender Committ~e was that the tenderer should be cn l l~d  for 
nego'iations. He added that the fact thnt a revision of rates was 
under consideration did not affect an attempt being made to settle 
the rates by negotiation. The Member (Engg.) addcd that all p s i -  
ble efforts were made to redut-e the rates and bring them within 
the ceiling and save money for the Railways. Neqotiations were 
carried out on the 7th of September, which was within the last day 
of the acceptance of the tender. 

3.7. The Committee pointed out thnt the  Chief En : !leer made 
the recommendation in August and the Financial Adviser accepted 
it on 20th September before the expiry of the tender date, even then 
the tender was not accepfed although it was known that the cost 
would go up. The Member (Engg.) stated that within a fortnight 
i.e. on the 5th October. the Tender Committee made the recommen- 
dation that the tender be accepted within the new ceiling, hut the 
Ch;ef Engineer was away on tour from the 2nd to 23rd October. 
Thereafter the matter was delayed due to Emergency. 



g.8. The CommWee pointed out thet on 21st Januuy, 1983 wen 
after Chin= agpsslon, the some contractor oflered to under ake 
that  work on m t a i n  additional conditions which were evaluated by 
the Adminilitration as rnvolving an extra expenditure of Rs. 29,107. 
Aa no raply was reccwcd from the Railway Administration even 
this rcvitcd offer was withdrawn by the contractor in his letter dated 
8th Aprll, 1903 and ult mately the contract was awarded to anothsr 
mn' rnct t~r  on singlc--.tender ba is at Rs. 9,ll.SSO thereby incurring 
an extra cxpcndlturc of Rs 1.00,595. The Member (Engg.) stated 
that thn differen e In cost was rnlculatcd by the Railwnv to be 
Rs. 29,107 and tn thnt extent i t  w-m ovcr and above hip prt.viou.s ten- 
d e r d  ratc. Thcn the cnn'rnctors wcrc caller1 for ncgotiat,on, not 
oncc but t w  cc. On both occadnns the nc*go9iations f n i l c d .  The first 
ocrwon wnrc on 27'h F(*t~ruarv, 1963 and the secon3 on 21st Mq+rch, 
1963 Nnnc of thp tctrcicwr; whn \r.crr ~ n v t e d  apneqred on either 
ocrnslnn. Thrrr fnrr  thv rnntrnrt \ v w  offrred to this man a '  thc rqtc 
whit-h hc hnd quntcul Rut he withdrew the offer nn 5th Anr I. 1.965. 
Thc witnrss nddcni 'hat thr work was put to tcnrtcrer.: a ~ a i n  ~ n d  the 
re ond lot of tendcrs number ng three w i w  wceivcd on 20th June,  
1963 As t h ~ c c  qu:~t'ltionl; w r r r  c l m s ~ t i ~ w d  w r y  h'ch, r~cgl~t ati ns 
were cdlcd fnr on I3! h Srntcmbcsr The lowest tendp-er cuhm tted 
his crrdcn'inln nn 19th Ortobcr. 196.7. All nf them rcfu-ed to lower 
t h ~  rntl%s In t h v  rnwntlmc nnnttler cnn6r.rctor p v e  an offw on 1st 
O*tnber. 1983 nf Ro. 9.11.55r) as rompared to cwlicr lnweqt tcnde- of 
h. 9,84,067. This subsequent offcr of Rs. 9.11,550 was accepted. 

3 9. In rcrrlv to n qrwztion whc'her thc wtrrk was completed in 
time, thp w'tncs~  stated thnt dr+.ril. rn t~ld  ~it'e.1 111-r T ~ P  Cqm- 
mittcc cwju:rcd whcthrr  hcrnrc RnnIIv ~ v ; n ~  tho rmtr-ic'  t o  the 
partv who tcndcrcd while thc credentills of thc I ~ T ~ '  tmde-er 
were being rrwnitcd, anv chnnpc wq.; given to the latter. Thp wi'necs 
stn'd that there was nothiqq tn i d i  ate that he  u f w  -nc- allv cnl'ed. 
The Committee des;red to he furnished w:th n comnreh~wive  state- 
mwt c w 1 ? : n ; n  ;nfer nlir! I ; )  ! h ~  ~ P ~ R v  nt d+f-rnnt s t n e ~ s  (-:) t7e 
rate: quo'cd hv diflercnt vnrtie: and ( i , i )  how mnnv t;mec ceilings 
for cans'rurt'on mst were r~viscr l  in conection wit+ this transaction. 
The note furnished by the Ministry is at Append;x VIII. 

3.10. The Committee are not convinced bv the explanatian riven 
by tbe MOnidrg regarding the delav in finaliuhg the tender, which 
bas cast the exrhaqun m cxtm amount of R*. 1 I ~ k h  and odd. In 
theL opinioa, this extra expendhue was avoidable. 



& ~ ~ d f h O I . < f S O f * c m S b ~ f h t  the l a a k  
have bum &did within the last date for its acccrpt.nccw i.8. 

qtb S s p t h ,  1962. The Cammihe observe that 18 months after 
th, receipt of temdw. te. in June, 1962 it became clew that d l  the 
tenders mJd including the lowest were above the ceiling Umit. 
'X'4 Cornmitt- believe that in that case there was still s u ~ c i e n t  
time to finalist the deal by the prescribed date after completing v d -  
ous checlts, comparison etc. before the contractor withdrew his tender 
on 16th November, l W 2  

3.11. Tbey ate rmrpriscd to note that though on 5th October, 1982, 
tbt Tender Committee informed the Chief Engineer that the lowest 
quotation m i v e d  in June, 1962 should be reconsidorad in view of 
tbe &.mI ceiling limit, intimation regarding acceptance of his que 
bt ion  was sent to the contractor on 30th November, 1W, d l e r  he 
had withdrawn his tender on 16th November, 1962. They also regret 
b note that because of the absence of any response from thc Boilway 
Administration to the second offer made by the same contractor on 
2lst January, 1963 to undertake the work at an extra expenditure of 
Rs. 29,107, the contractor withdrew his offer on 5th April, 1963. The 
Committee would Uke to be informed whether this contractor was 
called or infarmad before the contract was awarded to another cow 
tractor on single tender basis and whether the lciter completed the 
work h time. 

3.12 The Committee are perturbed to note that there was unusual 
delay at  every stage in this case. They fael that if the matter had 
been dealt with with a greater sense of urgency, tho delays could 
have been avoided or a t  least minimised. They cannot accept the 
usurnption made in the Note furnished by the Ministry (Appendix 
MIX) that if tbe work had been allotted to the lowest tenderer in thc 
kritial stage, he would not have b a n  able to complete h e  job at  the 
rates quoted by him in view of the emergency. The Committee 
ronld urge that while o b s e ~ i n ~  d1 procedural requirements, the 
processing urd copsid~ratioa of tendem should be stream-lined in 
nrcb 8 rystmmtit lrunncr that DO undue delay O C C U ~  at any stage. 

Western Railway-Extra Expenditure due to incorrect appEimtion 
of rates-para 20, pages 15-10. 

3.13. According to a tender for the supply of stoae ballast, the 
material was to be supplied in stacks at Sikandara siding, and, t h e  
fare, this item should have figured in the &hedule of approximrt. 
quanti,tie~ appended to the tender as "mpply of rtoac ballast 14" 



game at quarry in stacks'' for r h c h  the rate in the Schedule uf 
Utes was Ra. 14 pet 100 clt. In fact, howeves, in the Schedule to the 
(sadsr, th Hem "arpply at r a i h a y  wor'lhop, ymb, colonies and 
bullding premises in stacks" was shown, the rate for this in the 
Scheciule of Ratm being Fb 23 per 100 clt. The contract was fhdly 
awarded at 28 per cent above the Schedule of Rates. 

3.14.  he ballast was a c t d l y  rrupp~~eci only at the Sikandma &do 
jng and not at any railway wc~rkshop, yard, ~ 0 l o n y  or building Pre- 
mj.;rs, but the payment was made at Rs. 25 Der 100 eft. plus 28 Per 
cent extra  The extra expend.ture on this account was b. 1,40,800 
for the 10 l a a s  eft ,  of ballast ordered. The Committee enqu~red 
why the paymcnt wae madc at the rate for supplies a t  Railway work- 
shop%, yards, colonics etc, when the supplies were taken in stacks at 
Siknndnra liiding and whether any respons~brlit~ has been fixed for 
not ind~cutrng the correct item and descrtption of work in the tender 
documcnt RS well as in the contract agreement. The Member 
(Engg ) s t e t d  that thc description was very clear 1.e. supply wadl 
rcqulrcd to be madc alongstde the Slkandara S ~ d l n g  at Bayana which 
was at a distance of a furlong or so from the quarry. He added that 
ncgotrat~trns wrre carrtcd out wlth the ctrntractors and any misunder- 
ntand~rig dut t o  incorrect 1tc.m Kr\*cn would In any case have k e n  
cleurcrt : r t  the trmc of ncgnliatrons. He  further added that the sche- 
dulr of r:itcss gwen In thrs tcmdt*r would hnvr made no difference and 
the r o ~ r ~ l u ~ ~ w ~  tlrnwn. that it r~sul tcd in cxtra cxpendi'ure was not 
correct. I'hc Committee po~ntrd out that ~f a quotation was given 
with rrfcrenrr to the rnte of Rc;. 25 per 100 cft that nwant the deli- 
very would be at the yard or colony. The Add~tlonnl Member (Fin- 
ance) slntcd that the conlractor could find out the location of the 
yard or workshop by reference to the description of the work. In 
this pnrtlcular tender, it was clearly stated that thiq was for supply 
of stane ballast at Siknndara siding at Rayana. The Additional 
Member (Finance) further stated that the description of the work 
should be taken together with reference to the area In reply to a 
q u c s t m  whether the actual delivery was made at the quarry in 
this caw, the witness stated that it was made not at the quarry face 
but on the siding at the quarry. He added that the siding did not go 
rll the way to the quany  site. Asked what particular contract rate 
was specified in the schedule prepared by the Ministry, the Member 
(hgg.)  stated that the contractor need not have been under any 
misunderstanding, as to what they were asking. Tfie Committee 

if d d h g  was quarry. The Additional Member (Fin- 
e t c d  that a private siding went into the quarry. When 

Ce-i* a q u b d  whether the word 'siding dong the qu- 



were mentioned separately in the contract, the Additional Member 
(Fhame) stated that what was stated was "supplying stone ballast 
in stacks in Sikandara siding at  Bayana". 

3.15. The Committee pointed out that if the siding was one furlong 
away from the quarry, then ballast should be loaded into trucks or 
wagons for which the rate was Rs. 15, and the payment should have 
been made at the rate of Rs. 15 and not at  Rs. 25, The Chairman, 
Railway Board admitted that "the authority which issued the tender 
invitation has not done the proper thing," but hc added that lt had 
not resulted in any extra payment to the contractor. It wns an open 
tender and the nature of the work had been clearly specified in the 
schtdule and the contractors wcrc free to quote what they cor:sdcr- 
ed profitable. Thc lowcst tcndcr was 28 pcbr cent above the s c ; ~  lule 
of rates. He added that from Siknndnra siding to the station the dis- 
tance involved was about I t  rn~le.~ and the contractor had to cover 
some of this dlstance over t h ~  s~ding. 

3.16. The Committee arc unilhlt* to npprtdndc the Ministry's con* 
tention that this deal did not result in any extra expenditure while 
the supplies were taken in stnrks nt the Sikandnrs siding, for which 
the rate in the Schedule of rrtm was Rs. 14 per 100 cft., the paynwnt 
was actudiy made at the rate af supplies a t  Railway workshops, 
yards, colonies etc. i.e. at Rs. 25 per 1 0  cft. The Commificv are of the 
opinion that this confusion took plnrc hecauw the description of work 
as set out in the tender documcnt and thc contract Agreement was 
misleading and the correct place of supply was not indicated. The 
i n c o m t  description given in the tender might also have resulted in 
a substantial number of tenders being precluded from tendering he- 
cause they had no transport arrangement. The Committee hope that 
steps would ha taken to avoid such lapses in future. 

N o r r n ~ ~ n  Railway-Loss in relation to a contract for earthueork- 
Marshalling yard, Tughlakabad-para 21. page 16. 

3.17. A contract for doing 51 lakhs cft. of earth-work in soils and 
10 !akhs cft. of earth-work in rocks in connection with the Mnrshal- 
ling Yard at Tughlakabad was awarded to a contractor on the 21st 
August, 1957, stipulating completion of work by 28th February, 1958. 
In spite of two extensions granted to the contractor, first upto 30th 
April, 1958 and the second upto 30th June, 1958, the contractor left 
21.92 lakhs cft. of earth-work in soils and 2.94 lakhs eft. of earth-work 
in rocks incomplete out of 43.14 lakhs cft.. and 10.96 lakhs cft. res- 
pectively allotted to him. The cantract was, therefore, terminated 
in December, 1958. 



3.18. The AdminMmtian had a h  invited tm&s kn UM8 
tor thc cxccut+m of certain oddltimal q u a n t l t b  of mrtb-war?t at 
the mme Marshalling Yard. ThE r a t e  quoted were ooaridcred ta 
be h'gh and since even revised quotations did not bring down the 
rates, it was decided in October, 1938 to execute the work depart 
mentally, on the expectation that the departmental costs would be 
much leas. The quantities of earth-work left unexefuted by rbc con- 
tractor mcntloned above were also taken up for departmental ex* 
cution end the whole work was completed in August, 1960. The 
actual dcpurtmcntal costs turned out to be much more than the costs 
both on Ihc basis of the rates paid to the origlnal contractor, and the 
rotcs demanded by the lowest tenderer in 1958. 

3.19. For the works left incomplete by the contractor, the extra 
txpcnditurc of Rq. 119 lakhs incurred by the Department in camplet- 
Irlg thc work bccnmc rcro\~crahlc. An aggregate amount of Rs. 40,810 
(on ncrount of sewrity dryosit, earnest money and dues for work 
not yet pnfd for) duc to the contractor wa.: set off, and a net amount 
of nbnut Rs. 78,000 was clnimed from him. The cclntra*.tor lodged 
a countcr-clnlm of Rq. 1.03 Inkhs. The dicputc went i? for arbitra- 
tion and In thc ownrd givcn in June, 1963, t h e  arbitrators a w ~ r d e d  
a sum of Ra. 17,500 to t h ~  contractor in full and final settlement of 
his claims. 

3.20. An extra expcnditurc of RF. 54,000 wr2s also incurred on the 
dcpartmcntnl cxccution of thc additional quantities of work, for 
which the lowcst quatation obtained in 1958 was not accepted. 

3.21. The Committee enquired whether the excessive departmen- 
tal cost was due to lack of proper control ovcr expenditure or un- 
realistic estimates. The Additional Member (Works) stated that the 
cor~trnctor who had taken on a very big work failed to maintain the 
tempo of work. Tn a period of 17 months he completed only 55 per 
cent of the work and therefore it became necessary to execute the 
work departmentally. Apparently he did not quite comprehend the 
exlent of work which he was required to do. After having done .he 
easier part of !he work he lingered on and showed no progres. 

3.22. Asked why the arbitrator awarded a sum of Rs. 17,W to the 
cuntractor if it was entirely hia fault, the witness staw thet a sum 
of Rs. 40,810 was dua to him But he got only Rs. 17,506 and thereby 
lost Rs. %5,310. It could not be stated on what b e  the e b i t r a b  
gave hia award. 



3.23. The Camrmfttee pointed opt tbat tbe ruMtnbPn ware Rdl- 
w s '  own offkers, but at Was found that the Railways often lost and 
the contractors won. In this caw also, tbe wrdlct was against the 
Railway. The witness stat& that in arbitratsons nwmdly equitg 
and human considerations played a part. In this case, the cantredor 
was et fault in quoting a very low rate on which he could not c a m  
on. The Committee enquired why the Railway accepted the rfdicul- 
ously 'low rate and why a claim of Rs. 1 lakh was made against him 
when the Railway knew full well that the rate quoted by him wan 
uneconomic and unworkable. The Member (Engg.) stated that in a 
casc of this nature, where earth-work involved not only exctmtion 
but rock cutting also, i t  was very difllcult to assess accurately the 
proportion of the two. Keeping that in view contractors would quote 
certain rates, but later on in thi; case the contractor ran into difR- 
cultics. As regards the questian, as to why the Ra5lway made the 
claim against him, the witness stated that the contract entered into 
had to be stuck to. 

3.24. In reply to a question, the witness informed the Committee 
that the value of the next higher tender was Rs. 3,74,250 as against 
Rs. 3,67,000 of the previous one. The Committee enquired whrther 
thc contractclr at any time represented that the contract was un- 
cconorn~c and unuwrknblc. The witness stated that he was told to 
bring in more trucks and expedite the work but he failed to do that. 
He added that it was for the contractor to renli~e that the contract 
was uneconomi and unworkable. The Committee drew the atten- 
tion of the witness to the note of the Chief Engineer in which it waa 
stated that if the work was done departmentally it would have been 
much cheaper. The witness stated that the note in question was 
written when August, 1958 tender was under consideration and the 
Chief Engineer had no doubt mentioned that they might he able to 
do the work at an overall cost less than the  original one, but subse- 
quent events showed that the departmental work was not cheaper. 
The Committee enquired whether the reasons for this were inveati- 
gated. The Member (Engg.) stated that the Chief Engineer came to 
that conclusjon after he made a comparison of the cost the Railways 
would have to incur if the job was done departmentally and if it wm 
given to the contractor. The reason for the increased departmental 
cost was that the Railways did not have previous experience of this 
ldnd of work and what they had anticipated did not ultimately come 
true. 



whom qtmhffOQ5 w m  I f d ~ ~  lQII .SIQ wbae apmdiy to can- 
p&htbenort#remsdbbcin~bttromth,vcrr~.oatrr?t .  T'ho 
Canmith w d d  a b  like tbe Xinbtw to inqPks what mpembb, 
iI any, w u  sxwc&d by the hihvmy Admidstratian over tba pro  
gram of work. It appears t h t  supervision wm rwatorrh.1 rkcL rcul 
tbe work wu p r o I o q 4  mucb beyond the stipulated date. The Corn- 
mitt- arc surprised to note that con&qacnt on the failura of the con- 
tractor to complete the work it w u  decided in October, 1958 on the 
d v i e e  of tbe Chiel E n g h e r  to exsc~b  tbe work department.lfy, 
even thwgb the h e s t  quotation received in 1W was under conri- 
deration. Tbc Committee consider i t  mast untortunsta that the Rail- 
way decided to undertake the work itself without h a v i q  any previ- 
ous experience of this kind of work. It  also appears that proper c u e  
wlra not c x c r c i d  in preparing the cc:imate of departmental cost. 
The Committee would like ta be informed whether any enquiry has 
been made to determine the caum of tbc exchqive departmental 
cost and whether any lack of proper control over expenditure or want 
of proper huptwviaian wan noticed The Committee desire that the 
ctrrumrtrnces in which the departmental cost substantinlly excecdcd 
the ct t imate prepnrd by the Chirf Engineer may be properly inves- 
t iga td  and (hc nsult commmicatcd to thcm. 

Eastern Railumy---E.rtm cspenditrire due to subsidence of a culvert- 
para 22, puges 16- 17. 

3.26. A culvert wlth a s~nglc arl,h 10 fwt wide con;truc'ed on the 
Hatin-Nawnguon line a t  a cost of Rs. 73,305 In June. 1962 was found 
to h a w  sunk  to a certain extent soon aftw it< completion in January, 
1963 d u e  to subsidence of the foundation. Cracks had developed in 
the arch and the abutment of the culvert and it was apprehended 
that the bchnviour of thc arch span would be uncertain even after 
proper repairs. The foundation soil was reported to have been 
checked in the usual manner and found satisfactory by the District 
Enginwr-in-charge before the foundation work of the culvert had 
b n  started. 

9.27. As this culvert was considered unsafe, it was converted into 
a R.C. pipe culvert at  a cost of Rs. 21,335 and the resultant reduction 
of the water-way at that site was made up by constructing a new 
culvert at nnnther suitable site under the same bank a t  a cost of 
Rs. 40,154. 

3.28. The defect in the construction of the culvert  thus necessitated 
an additional expenditure of Rs. 61,489 to make it safe for the work- 
ing oi thr F2ailway. 



31as. The Committee degired to know whether the foundation soif, 
was properly investigated before the construction ot the culvert. 
The Member (Ehgg.) stated that detailed investigations in regard 
to the condition of tbe soil and the type of founda%ion in the case of 
all bridpcs was very expensive. What was done was that during the 
h a 1  location mrvey by engineers, investigation was made in respect 
of each foundation by digging a trial pit and finding out about the 
nature of the soil to determine the best design suited to it. This culvert 
was a small ten feet culvert and the soil at some distance below the 
ground was kacha and the culvert developed some cracks and it be- 
came necessary to put in pipes. Asked whether soil tests were carried 
out before cons:ruct80n was started, the witness stated that trinl pits 
were dug. Asked as to how the cracks developed in spite of thc test, 
the witness mentioned that it was on error of judgment or rather a 
calculated risk. 

3.30. The Committee consider it unfortunate that an extra expan- 
diture of Rs. 61,489 had to be incurred on a small culvert soon after 
its construction. If the foundation soil had been investigutod carc- 
fully and exhaustive tests had been carrid out before construction, 
such a contingency could be avoided. The Committee feel that strrh 
costly calculated risks, such as the one taken in this case, are hardly 
justified. 

Western Railway-Estra erpenditure due t o  delay in finalisation of 
plarrs-para 23, pages 17-18. 

3 31. An offer at R.. 870 per ton for the supply, fabrication and 
erection of steel structures (required for the car-shed at Bombay) 
within four months of the written order for commencement of work, 
received in response to tenders invited in January, 1955 was accepted 
by the Chief Engineer on 10th March, 1955 and acceptance communi- 
cated to the contractors on 11th April, 1955. The contractors re- 
quested the Railway on 10th May, 1955 to forward to them their final 
order about the contract in question in the absence of which they 
were unable to assess the extent of work, and also indicated that they 
received the final drawing for the car-shed only on the previous day, 
while for the remaining buildings not mentioned in the Schedule, 
they had not been informed of the final decision. On 15th July, 
1955, 10th August, 1955 and 18th August, 1955, they sought permis- 
sion to use some alternate steel sections on the ground that the pre- 
mi ones were not available in the market. The Railway Adrnln- 
istration advised the contractors on 17th September, 1955 k, dart 
fabrication of those items of work, where there war no change, pend- 
ing decision regarding the other items. The decision af the Railway 



5.32. Meanwhile, the controlled prices of steel w e n  inawad by 
tho Government of Indra In July, 1955 and again in October, 1S5. 
Consqueatly, the contractors requested an 19th November, 1W5 for 
an ovcroll increae of Rri. 12,810 aver the contracted value. Ths 
request was turned down by the Radway on the growd that the 
tender had bccn accepted in March, 1635 and they had ample time 
to obtain the steel required before the steel prices were enhanced. 

3.33. The contractors, who refused to carry out the remaining 
work of ~ a n t t y  girders unless the increase in price was admitted and 
also demanded reference of the matter undcr dispute to arbitration, 
wcrt. givcn o n o t i w  nn 4th Drcrmhcr,  1958 inform~ng them that this 
cnntr~ct stood tcrmJnated and that thc work would be carrxd out 
st the contrarturo' rhk and cost. In o reply through thcir advocate 
on 12th December, lQSs the contrnctors repeated thcir demand for 
arbitrntion nnd disownrd thcir liability for any extra cost. The 
work was completd dcpnrtrnentally and a notice was served on 
the contmc6ors on 3rd Fcbruwy, 1962 for n net rccovcry of 
Rq. 49,298 incurred as extra expenditure (after setting off the 
sccurlty d ~ p o s ~ t  of H s  7.416 a n d  final bill nmclunt of Rs. 542) in com- 
pleting the work left over by the contractors. 

3.34 The contractom disowned their liability for the extra- 
expenditure and also revived their claim on account of increase in 
prices of steel. The disputes were referred to arbitration and an 
award of Rs. 14,500 in favour of the contractors in full and final 
scttlcment of all their claims and outstandings under the contract was 
declared by the Arbitrators in January, 1964. The Railway's main 
contention before the Arbitrators, was that the contractors should 
have properly planned thcir programme for procuring the tested 
steel while tendering for the work, by obtaining the working draw- 
tngs which contained adequate details to enable them to make 
arrangements to procure the necessary steel. 

3.35, The Committee enquired as to why there was delay of three 
months in communicating acceptance of the tender to the contra-. 
Member (Engg.) stated that the tenders invited in December, 1954 
and opened in Jmuary, 1955 were accepted by the Chief E n g i p ~  
on 10th March, 1055. A lot of complicated steel works were involvd 
in these tenders. The original estimate went from the Chief %gi- 
new to the Regional S n g b d a  Omce qPd from there to the Ms@t 
-Pa 018~0. The latter intimated acceptance on llfh .-, 



1955. Asked to explain the delay of 6 months in set'ling the draw- 
ings, the witness stated that all the working drawings giving full 
details were given to the con ractor on the 9th May, and they were 
quite enough to get on with the job. The real trouble had been that 
it took same time for him *o get the steel sections shown in the draw- 
ings and the eontractor himself was responsible for the delay. The 
Committee pointed ou! that on 18th August, 1955, the contractor had 
stated that the s;gned copy of the contract had not been received by 
him and 'herefore he had not stnrtcd fabri:a!ion work. The Mem- 
ber (Engg.) stated that it was quite U F U ~ I  for the formal contrect 
to be entered into some time after 'he acceptance of the contract. 
There was an  exchange of letters nnd in the meantime nn the basis 
of the same the contractor s'arted the work. 

3.36. The Committee pointed out that though the tendcr was ac- 
cepted in April. +he drawings were not made available to the 
teqderer till 10th Mav. The Mnrnbcr (Engg) stated that before 
te~dcr iqg ,  the contractor looked at the drawinqs regarding the scope 
of the work involved. Therefore, it was for the contractor to go and 
t l ke  t h o ~ e  drawings from *he  office of the Distrrct Engineer, Wcstern 
Rqilwav at Parel. The Committee e n q u i r d  how the arbitrators nc- 
cnqted the contention of the contrac or, if he was at  fault. The 
h l e ~ ' 7 - r  (Engg ) stated t h ~ t  15- c m i d  br~tioq whtrh prohahlv weigh- 
ed wi;h the arbitrator was that on two occasions, in July and in 
0 c : o b r .  ther- W ~ C  ~ubrtnqtial  increase in tho  r7tc.s for steel, whit h 
were not given to him as thnre was no escalation clause in the con- 
tract. T ~ P  Additional Mrmbnr (F nance) stated that lrgal advice was 
t a k m  on the  cmtractor's rnquest f-lr extr? monPy and the legal npinion 
uTv that it was the liability of t \e contractor to do the work irres- 
pective of the 'ncrease in tho c o ~ t  of ste-1. The Committee puintcd 
0 . 9 '  th?t according to the arbitrator, it seemed that the partv was 
entitled to the inrroase and that thn Railwav wns not entitled to rc- 
covnr dnrraq-s from the party eve3 thouqh it got the work completed 
a t  the party's cost. 

3.37. The Additional Member (Finance) stated that the Leqal 
Adviser's view was not the v+w whkh  the arbitrator took. The 
arVtr7tor might go beyond law into cmsiderationa of equity and 
w h t  they decreed was not necessarily what 'he parties were entitled 
to under the law. T ~ P  Cornmitt* pointed out that cases after caseb 
w-nt against the Railwavs in arbitrations. The Chairman, Railway 
Board stated that t h ~ y  would examine the mattor as  to  why they were 
failing in arbitration cases and t ry  to remedy the sitnation 



338. Asked to explain the delay of 3 years in tenninattng the 
contract, the Additional Member (Finance) stated that doing the 
work departmentally took some time. It  was only after doing this 
work departmentally, that the Railway could ascertain the costs 
incurred on thc contractor's accounts. The contractor in the mean- 
tlm becured extra pgyment beeause of the arbitrator's award. The 
Railway also had to put in its claim after making its case and this 
a h  took some time. 

3.39. Thilr is yet another caw in which t h e n  has beam inordinate 
dclny on the part of the Railways at every stage in the finaliutioa 
of plans. A scrutiny of the sequence of events shows that there was 
delay of ( i )  nearly 3 months in communicating the acceptance of 
tho tender, (ii) 6 months in wttling the final drawings, (iu) 3 years 
in terminating the contract, (iv) nearly one year and 8 months in 
cornplating a part ol the work departmcntn11y, (v)  more than a year 
In praferring the claim agninnt the contractor, and (vi)  5 years in 
camplciing tho entire work. The Committee feel  that no satiafnc- 
tory explanation ha% been given by  the Ministry for any of the 
delay# mentioned above, Thcy also feel that the representations 
mnde by the cantrnrtor?r from time to time were not given proper 
attention they deserved. The Committee would also like (be Rail- 
way Board to undertake a proper examination of the reasons why a 
majority of cams referred to arbitration go against the Railways and 
take suitable rcmcdial measures. 

Northenst Frontier Railwa!/-Non-recoryery of e r t m  cost from a de- 
faul t ing contractor-para 24, page 18. 

3.40. The work of construrtion of quarters at four stations was 
awarded to a contractor stipulating completion of work by 31st July, 
1960. In spite of extension of time granted upto 30th June, 1961, 
he failed to complete the work and the contract was terminated on 
28th September, 1961, reserving the right under the contract to 
recover the extra cxpcnditure required to complete the residual 
work. The work wns completed through ano'her aqency, incurring 
an extra expenditure of Rs. 28,663. The defaulting contractor also 
owed Rq. 12,045 to the Administration towards cost of materials 
issued to him remaining unadjusted in his bills at the time of termi- 
nation of the contract. 

3.41. The Administration has not so far taken any action to  
recover this amount of Rs. 40.708 except to withhold the contractor's 
security and other miscellaneous deposits amounting to Rs. 20,020 
(December, 1964). 



3.42 The Committee enquired why prompt step were not taken 
by the Railway Administration to recover the dues, whether the 
amount of security md other miscellaneous deposits had been finally 
adjusted towards the amount due from the contractor and what was 
the present p i t i o n  regarding recovery of the balance. The Member 
(Engg.) stated that everything possible was done to locate the con- 
tractor. A reference was made to the various Railways to And out 
whether he was worklng there; the income-tax authorities and the 
Registrar of Firms and the West Benaal Government were also 
addressed to find out his whereabouts. A registered letter was also 
sent to him which was returned. Beyond that the Railway could 
not do anything about it. Asked to explain how the contractor took 
away materials worth Rs. 12,000 and odd, witness stated that undcr 
the contract Rs. 12,000 worth of material would normally be su7plied 
to him at any time but he took away these materinls and rnn nway 
with them. Asked whether it was not due lo negljgewc on thc part 
of the Railway Administration, the Additional Membcr (Finance) 
stated that once the Railway Administration handed over the 
materials it did not keep any watch over them. In such vases the 
Railway Adm~niqtration tried to recure its interest by kccbping an 
cquivalcnt amount in deposits which would cover the cost of tho 
materials. 

3.43. The Membcr (Enqg added that in the case of controlled 
items like cement and steel they charged a penal rate and not the 
controlled rate in the event of a contractor not being able to account 
for the materials. Out of Rs. 12.045, the difference between the 
penal rate and the normal rates was as much as Rs. 1,330. 

3.44. The Committee pointed out that cases were not unknown 
when the contractor had not used the quantity in the same proportion 
as he got Yrom the Ra,lway Administration. The Member (Engg.) 
stated that so far as utilisation of mater~al in the works was concerned, 
there was adequate supervision and important jobs requiring cement 
et:. were carried out in the presence of different categories of super- 
visory staff who satisfied themselves that the correct quantity was 
used. In the present case, the mater a1 was handed w e r  to him and 
he went away with it. 

3.45. In reply to a question as to why the case was not reported 
to the police, the witness stated that they would get the matter 
legally examined, so that i t  might be reported to the police. The 
Committee enquired whether the Railways had considered to have 
an organisation Like the one in the C.P.W.D. to check whether the 
materials had been used in the proportions as required to be nsd. 



The witlrear r*akd that they h.d r 8pecj.l cell d a d  tbe 'vigilance 
all ' ,  r?onrrtsting of technical pople whose business wes to go from 
plwe to place where works were being carried out and to have the 
random n o m p l ~  checked. The Chairman, Raflway Board added 
that the Vig~lance Cell consisted of one Acrounts Ofenr and one 
DtvisIonal Eng.ncer. They ha3 also tried to get m e  Drvisional 
Engineem from CPWD but had not yet  succeeded in that. T h e  cell 
had reported ceser and action hod been taken on those cases. 

3.44. The Conunittea fuel that in the present cam, tbe Railway 
Administration was not prompt in taking action for the recovery 
of duev from the csatractor. They would like to be informed of 
the latemt podtion regarding the rccovsty d the b l a m e .  

Tho Committee arc surprised that the contractor was able to 
get nwry with starcs worth more than Rs 12.000 in spite of the 
watch that i s  required to be kept by the Bailway supervisory staff. 
They would like to be informctl whether the matter has he.1 rcport- 
od fa, the police and whcthcr the latter hove k n  able to take any 
affcrctivo action. Tho Cammittcc would also like the Railway Board 
to  cxnmine whcthor them is any lacuna in the existing praccdure 
for isiruc of irtorev to tire contractors for the works entrusted to them, 
and fake mrnedial measures. 

Southern Railway-Non-recovery of e.rpctlditrcre incurred on repairs 
of private irrlgaf on works for the pro.c?cl.on o/ the Railwny- 
para 23, pages 18-19. 

3.47. In accordance with thc provisions of the Railway Protectwn 
Act (Mndrtis Act IV of lBSG), f h c  Dls rlcr Collec~ors arc empowered 
to  carry out  repairs to the private irr gntion works such as tanks, 
rive* chnrlncl, embankments e!,:., wh ch ore necewnry for the pro- 
tection of the Rsllway and recover the cost thereof from the land- 
holders. if the owners fail to do i t  within such time as directed by 
t h e  Collector. Wh*le they had regularly been tramfer..Ang the debits 
on nccount of such expndi urc to the Railway, t'le corresponding 
credits for the amounts rcalised from th? land holders had not been 
nff by the State Governments of Madras and Andhra Pradesh 
to the Rallw~y with thr result that a sum of Rs. 1.60,570 relating to 
the period from 1943-44 to 1061-62 Is outstanding in the Railway's 
books. Of this amount, Rs. 1.42,970 is more than 5 years old 

3 48. In December, 1961, the Railway Board requested the State 
Governments concerned to retain the debits on account of the 
rapendittare incurred by them on repairs work in their own boobs 



and appropriate the mney xvalumeci from the land holders, as the 
entire matter was within their control. No replies have been mmiv- 
ed from the State Governments (December, IM). However, since 
December, 1961 no debits have been nccepttxi by the Railway ur 
raised by the State Govcmments. 

3.49. The Railway Administration has also urged the State Gov- 
ernments t o  w~ thdraw the debits already r a i s e 4  but the 2roposal is 
yet (December, 1964) to be accepted by them. 

3.50. The Cornm~ttee enqu~rwi whether the State Government* 
had given any explanation for the onlission to pass on the credlts to 
the Railways and what steps had been taken by the Rnrlway Board 
to exped~te  settlement. The Mcmber (Engg.) stated that the Rail- 
wag Adrmnistration had bcen trying for the last many years to get 
these amounts through the State Governments. Explaining thc pro- 
cedure the witness stated that in the case of a tank in the vic~nity 
of the Railway, bursting and affecting the railway linc, the Rnilway 
Administration advised the Collector concerned to get the tank 
repaired and to debit the cost of repairs to the Railways. Then the. 
Collector made efforts to get the amount re.mbursed by the owner 
of the tank. The w~tness  added that in a number of cases the owners 
had refused and in some c ~ ~ s c s  they had gone to the court of law 
and the cases were still pmding. The latest position was that the 
Madras Government had rnfo lmd them that In future no such cases 
would arise as there were now no more private tanks and they were 
hoping that the previous airears would be cleared in the course of 
2 years The witness added that the position was slightly different 
in Andhra Andhra Pradesh Government had tentat~vely agreed to 
pass on credlt provided the Railway Administration agreed to reim- 
burse the Andhra Government subsequently in case the amounts 
became ult~matcly ~rrecoverable He stated that with the passing of 
the Estates Abolition Act the question would not arise in future. 

3.51. Tbe Committee would like to be informed of the latest 
pssition ng.rding the realisation of the amounts outstanding. They 
l rus t  that the arrears would be cleered in tbe course of 2 yecvsl as 
decided. They arc glad ta note that both the Madras and A n h a  
Governments have assured the Railways that such c r s ~ s  would not 
v im in flltrulc. 

Danhkranya-Bolangtr-Kiribum Railway Project-Purchme of un- 
suitable Drill Steel Rods-para 26, pages 19-20. 

3.52. Drill Steel rods of Japanese origin supplied to the Danda- 
~ng. -Bolangi r -g i r ibUru  Railway Project by an Indian Ann were 
423 (Aii) ISJ. 



found to be defective in performonce, with the r d t  that the rod8 
obtained at a cort of Eb. 2.20 tnlrh. (approximately) involving 8 
foreign exchange element of Rs. 1.96 lakhs, could not be utilised for 
the purpom for which they were indented. 

3.33. Based on tenders invited in August, 1961, the contract was 
placed by the Director General, Supplies and Disposals in March, 
1962 on an Tndian ftnn for mpply by import from Japan. Since the  
tiv~crtptmn of the material offered by this firm did not conform t o  
ttw one inthcatcd in the tender enquiry with reference to the con- 
surncr'rs ~ndent,  the Director General, Supplies and Disposals obtain- 
tad e confirmation from the Arm that the stores offered were exactly 
nf the same size, type and specification as given in the tender enquiry. 
Thc final contract, however, contained only the description adopted 
hy the Ann in their offer, which mainly differed from the derscrip- 
tion in the indent by specifying the materials as "Carbon S'eel" and 
not specifying that it w u  "suitable for drilling in hard rocks." The 
13rector of Inspection in Japan passed the stores submitred by the 
producer on the basis of the description in the contract, which alone 
waa copied to him and the specifications furnished by the Arm thcm- 
selves The manufncturc~r~ who had 5 dlffervnt varit.tics of steel 
rods suitable for drilling in rocks of varying degrees of hardness 
ctc., tendered material of the lowest quality among thcm which was 
unsuitable for drilling in hard rock. 

3.54, While the Director Ceneral, Supplics and I)~spos;iis strted 
that the order was placed only after obtct~ning a clai i.iLsatlon from the 
supplier that the materiel would be in accordance with the speclfica- 
rlons, the Railway Administration explnined that in the absence of 
nny rcference from thc Director General, Supplies and Disposals for 
clarification of the offers received. it presumed that the Dlrec'or 
General. Supplies and Disposals was satisfied about the conformity 
of the quotations with the specification in the tender enquiry which 
was ii Lperbatim repctit~on of its indent. 

3.55. The Indian Arm maintained that there was no discrepancy 
in the stores supplied by them which satisfied the details in t h e  
tender enquiry. The Ministry of Law who were consulted by the 
Director General. Supplies and Disposals in the matter were of the- 
opinion that there was no remedy in this case as regards the unsuit- 
ability of the goods for the particular purpose, in the absence of any 
express condition in the contract. 

3.56. The Committee desired to know why the clarification given 
by the Ann was not embodied in the final contract and whether my 
xx~p~ndbility had been Axed for this omission. The repsentathe 



of the Roilway Board stated that so far as railways were concerned, 
they placed an indent on the Director of Supplies and DisposPls and 
the rest of the work in this connection was carried out by him. 
The Additional D.G.S. & D. stated in evidence that they had examin- 
ed the case in detail and it was found that there was no justification 
for hav~ng  omi'ted the words "suitable for drllling in hard rwks." 
Thls was a function which had nothing to do with the spciflcntion 
and should have been mentioned in the accepttd tender inspitc of 
the fact that these words might not have been uwd In the tender of 
the f m .  To that extent there had been omission Ln the A.T. which 
might have caused certain difliculties in supplying the cxact material 
required. The witness ndm~ttcd that though it was their mtstnke, 
the railway authorities also should have notlced and pointed out !Cle 
mistake as a copy of the A.T. was also sent to the Railway Rontd 

3.57. The representative of the Railway Board stt~ted that accord- 
Ing to the normal procedure. when an indent was ylnceci on the 
D.G.S. & D., i f  as a result of the issue of tender and r t ~ e i p t  of 
quotations from different firms the D G.S. & D. felt that the mate- 
rial which was being offered was different in spclflcntion from what 
was required, then the D C;.S.&D. would make a rcfcrcnce to the 
indentor. In this case had such a rcfcrerlcc btbcn made, at the sti1ctb 
of acceptance of tenders, then the railways-the indcntor, wrwld 
have got an o;>portunitl; of examining the matter closcly nnti id \ . * ls-  
ing D.G.S.R.D. whether a partlculur offcfir was or w a s  not acceptnhle. 

3.38. Asked as to what was the purpose of sending copics of A.T. 
to the inden'or, the wtness  sta 'ed that on receipt of the A.T. the 
~ndentor  ~ t r u l t i  know that t h ~  order had been placed on a part.culsr 
firm and ~t  was sent only for informa:ion. But there was no~hing  
to prevent the indentor from making a careful check though nor- 
mally it was not done because it was felt that if at  any s'aqc 
D G.S.&D. was doubtful, he would make a specific reference. In 
this particular case the entire specification was repeated in the A.T. 
also, but there was the omission of the words "suitable for drilling 
in hard rock." The Additional D.G.S.&D stated that they had 
already admitted that the omission of these words was a mistake 
and it had been pointed out that the omission of the words resulted 
in the wrong supply of the stores. These stores were wrong because 
the shank which was attached to these drills was carbon steel shank 
which would have never worked in the rock. That was the confu~ic:? 
also in the mind of the purchase officer when he asked the fin:] 'o 
confirm whether it would meet with the requirements and s,pecifica- 
tions and the Arm c o a h e d  it. The representative of the Railway 
Board added that there was no obligation on the part of the indentor 



& mnke r check to m m  that the description givm in the A.T. 
caindded with the d d p t i a n  gfm in the indent. 

3.59, In m w e r  to a question the: Additional D.GS.&D. stated that 
the description given in the tender was not entirely identical and 
thnt was the reason why purchase officer asked the fum to confirm 
that the spcciAcation glven would suit the rcqu~rements. Out of 
the three tenders rcccrved rmly rn thrs cwe t!wrc was a slight differ- 
cnce from the tender enquiry description and the other two were 
olr~ghl Thc normal practrce was that the firm wotrld just repeat 
what was mentioned In the tender enquiry. When the firm gave 
l h ~ s  drflcrent dcwrip!ion they had asked the firm to confirm whether 
lhc offer was strictly according k, the knder enquir?; in all resoects 
rrnd they had confirmed that. As regards the rates, ; h u  rate of this 
firm o n  wh(m thr ordw W:IS placed was the c"hcapest and ~t quoted 
Rs 4230 and Rq. 48 50 for one Itcm. 

3.60. Asked as to why the ncwptnncc Ie'ter was given in terms of 
the tcndrr and not in terms of the tcntlcr onqulry. the Addit~onal 
D.C;.S.R.D stated that whrn t h y  \vuuld place an order, it was an 
acct*pt~ncc* of tendrr They acceptmi what the firm offered and t!w 
flrm had confirmed thnt t h c ~ r  d c s c r r i ~ t ~ o ~ ~  cumplctcl?. covered the 
rtquircrnent in every rcspcvt of the spc~rficat~un asked for. There 
could not t x s  a difference between the terms of the firm's tender and 
its acceptance u n l c ~ c  thew was ~greement  between a tenderer and 
thc I3.C S.&D, that ans terms of the tender could hc altered. The 
purchase ofncer should have clar~fied that ultimatci? the A.T was 
placed strictly in accordance with the tender enquiry specification. 

3.61. The representative of  the Railway Board stated that as 
regards the tender enquiry the point at issue was whether these driX 
rods werc suitable for drilling hard rocks or not. Thc tendcr enquiry 
mndr it clear that they should be sui*ablc for this ilurpose. Sub- 
:;.quently when the material was received by the indentor, who found 
i t  unsu~table, a complaint was lodged immediately with :he 
D.C.S.&D. and a copy of it was also sent to the D.G.S.8tD.k I n s p b  tor 
in Tokyo, who had passed the material, The reply which was re- 
ceived from the Director of Inspection in Tokyo clearly mentioned 
that according to the Japanese supplier the drill rods which were 
supplied had been manufactured from Daido's CY-2 Steel which W-zs 
a high carbon vanadium quality and not meant for use in drilling 
hard wcks. So the statement of the Arm (the tenderer) was wrcng. 

3.62. When the Committee desired k know why action could not 
be taken against the h, the Additional D.G.S.&D. stated in &&nee 
that the Law Ministry had advised that no action could be taken 



4 for the against the Ann, as regards the unsuitability of the god: 
particular purpase, in the absence of any express conditions i n  :tie 
mntract. They had, however. suqended business with the firm !or 
A period of one gear. Out ot the total value of the order of Rs. 2,18,W 
excluding mles tax. stores worth only %. 39,363 wcre returned to 
the firm and the rest were utillsed for specific puryoscs by other 
Government Dcpartmcnts, re: ultlng, thwcfow. is no loss either in the 
rupees value o r  the foreign esrhnnge. Thereupon the Cornmittce 
however, pointed out that the thlngs which were got for a particular 
purpose were not put to use for that purpcksc. 

3.63. In answer to a question the Additional D.G.S.&D. stated that 
normally the payment ttSrms against D.G.S.&,.T) contracts were 90 
per cent payment on inspection and despatch and the balance 10 per 
cent on receipt of the g d s  in good condition by the consignees. The 
witness added that the supply against this contract was completed on 
11-12-1962 (and received by consignee on 18-1-63) and the D.B.K. 
Railway first brought to their notice the complaint about the defec- 
tive supply only on 11-2-63. The witness stated that he would have 
to check it up ~f 10 per cent payment to the suppliers had 'wen made 
in the case or not. 

3.64 The Committee enquired if explanation of the officer who 
dealt with this case had been called. The witness stated that that 
was being examined. 

3.65. The Committee desired to be furnished with a note explain- 
ing the position (i) whether some payment was not made to the Arm 
till July  1963 as the D.G.S.&D. had made a reference to the Law 
Ministry on 25-7-63 whether thev could stop the payment or not; (ii) 
the date when the mini st^ of Railways (Railway Board) had sent 
their approval note or inspection note on the basis of which the 
D.G.S.&D. could make the payment; (iii) why a copy of thc  letter 
dated 16-11-61 from the firm was not sent to the Tnspector of the  
D.G.S.&D. in Tokyo; and (iv) the  number of contracts given to this  
Indian firm after the receipt of the complaint and during the perfod 
when the matter was referred to the Law Ministry. The notes 
Iurnished by the Ministries of Industry & Supply and Railways a re  
given in Appendices 1X & X. 

3.66. The Committee And from the note submitted by the Ministry 
of Industry and Supply that the consignee returned copies of No. 2 
and 5 of Inspection note to the firm on 14-2-63. The consignee asked 
the Director General, Supplies and Disposals in his letter dated 
11-2-63 to withhold balance payment to the firm. The Arm had 
received a sum of Rs. 1,90,750 between 11th to 26th December, 1962 
towards 90% payment as per tenns of the contract. The balance 



payment of 10% plus the security d e p i t  of Fb. 10,920 was withheld 
until the final decision was taken on 3rd September, 1965 regarding 
disposal of the unacceptable stores and till the firm deposited in cash 
thc vdue of such stores as werc back loaded to them During the 
per  id 1l :h  Ff*hruary 1963 (date of recelpt of the complaint from 
conslgnw) and 25th July,  1963 (date of making a reference to the Law 
Mlnutry) 6 othcr contracts of the value of Rs. 99.298 were placed <in 
rhc firm 

3.67. The Comn~ittce rrre unhappy at the manner of placing the 
contract in thir case by the l3ircrtor General, Supplies and Diqmsals, 
which rc*wlted in fhc  purchasc of unsuitable stores at a cost of 
Ru. 2:18 lrrkhs cxcluditlR 4des tax involving a foreign exchange de- 
ment of Us. 1.W lakhs. There was failure on the part of the 4 h c r  
reupon\ihle for fhe purchmsc lo mention in the accepted tender the 
primary rcquiren~entr of the indentor that the drill .iteel roads should 
be "suitable for drilling in hard rocks." In view of the fact that the 
clcscriptios of the store given in the- firm's tender wit\ not entiiP . 
idcntirel with that in the tcndcr enquiry, the officw should ha \c  
4 ~ . ~ w l t e d  the indcntw trl-'ctrc* obtaining a clarification from the 
l i rn~.  Moreover, having ( f ,tilled a clarificntion from thc fir111 that 
qwcilicrrtions given in t hr -rider would suit the requiremenf, the 
4Tirrr 410uld hn\e UCLL'C) 111 a busine~1-1ik~ manncr and made I re- 
fcrencc lo this in the accepted tender. 

3.f&, Anothcr failure of the officer was that he did not inform the 
Direc:or of In-pection in  Tokyo about the clarification given by the 
firm. The Ibircctor of Inspection, on the basis of whose inspection 
report, 90 per cent qf the payment was to be made was thus pre- 
rludcd from sirtidying himvelf about the sui.ability of the stores for 
drilling in hard rocks before passing: them. The fact !hat on receipt 
af the indentor's complaint later, the D i r ~ t o r  of Inqmt ion  was 
able to verify from thc manufacturer that the rod* of the particular 
qualily werc not nlcant for drilling in hard rocks, indicates. that if 
the offreer had been posted with the requirement of the indentar he 
worlld have been eff cclivc in the inspection of the stores. The Com- 
m i h e  desire that the necessary action should be taken against the 
omccr concerned for the lapses. 

3.69. The Committee are surprised that even after the receipt of 
the complaint from the indcntor on the 11th February, 1963, re- 
garding the unsuitability of stores, six more contracts of the value 
of Rs. 9B,2!M were placed on the same Arm before the ma!ter was re- 
ferred to the Law Ministry for advice. The 1Brm was later suspend- 



d for one yew. la v i m  d the fact that r wrong statenmat w r  
made by the firm. the Committee feel that Pts suspension for one 
year was not adequate punishment. The Committee suggest that 
the D.G S.&.D. should consider the qucstion of blacklisting the firm. 

3.70. In the opinion of .he Committee. the Railways cannot also 
escape responsibility in this carie in that they failed to check from 
the copy of the accepted tender sent to them that the dsscription of 
the stores mentioned therein did not conform lo their requiremetit. 
The Committee are surprised a t  the contention of the Railway Board 
that there was no obligation on the part of the inderrtor to ensure 
that the description given in the A.T. coincided with that in the in- 
dent. They desire that neces\ary instructions should be issued by 
the Board that the Railways should invirriahly check from the copies 
of accepted tenders received by them that the stores order conform- 
ed to their requirement. 

3.71. The Committee also find from the note furnished by tlrc 
Railway Board that as a result of a practical test of the drill rods, 
the Deputy Chief Engineer submitted a report on the 7th February, 
1963 to the Head Office of the D.B.K. Railway that the supplies were 
defective and the latter wrote to the D.G.S.&D. on 11th February, 
1963 to stop the payment still due to the suppliers. But on the other 
hand the D.C.O.S. rcleased thc inspection notes direct to the firm on 
the 14th February, 1963, which entitled them to claim the balance 
10 per cent of payment. The Committee cannot view with equani- 
mity this lack of coordination in the same railway administration. 
Tbey desire that procedure regarding testing of newly received goods 
and release of inspection notes should be streamlined. 

Northern Railway--Overpayment to a private firm on account of in- 
correct supplies o f  steel material-pa~a 27, pages 20-21. 

3.72. The orders for supply of 930 tons and 702 tons of importcd 
steel rounds at a provisional rate of Rs. 700 per ton were placed in 
Octohnr. 1956 and December, 1956 respectively on an Indian firm. 
Tho final rate was to be fixed by the Iron and Steel Controller with 
reference to rates prevailing at the time of despatch. The Purchase 
Orders stipulated that 90 per cent payment would be made against 
proof of despatch and that the manufacturer's test certificate should 
accompany the material. 

3.73. Between January, 1957 and August, 1957, the firm supplied 
about 485 tons of the material and submitted 90 per cent bills at  the 
rate of Rs. 815 to Rs. 825 per ton ex godown Calcutta, even though 



the pIDVfsiona1 rate stipulated in the Purchase Orders wan only Rs. 7llO 
per (on. Thew bills am puvd by the Railway on p m f  of despatch 
and a sum of Rs. 3.44 Zakhs was paid to the Arm. 

3.74 Thc rnotrwal supjd.ed by the firm was not accompan~ed by 
the manuftrcturcr'~ tt%t ccrt~ficates a> strpulatd In the Purchase 
Orders. Samples sent by the consignees to the Ra~lway hlctallurgist 
also did not pass the test. On r suaprcion that the material supplied 
was not really imported, o fact finding Departmental E n q u q  Com- 
mittee was appointed in April, 1957, who concluded In October, 1351. 
that the material was actually 01 idigenous origm. Since the firm 
preferred taking beck the materlal and refundmg the amount, ta 
accepting payment for thc matenal at the rate for indigenous untest- 
ed material, the Railway Adm~nistriit~on agreed to the same and ob- 
tatned the authorirat~on of the Iron and Steel Controller for the 
return of the rnrrterlel on 20th March, 1959 The firm, however, repre- 
sented Ananclal d ~ f b ~ l t l e s  un their part and put off deposltlng the  
amount till April, 1960. 

3.75.Thc matter w ~ s  taken up with the Imn and Steel Controller 
who finally askcd the  Arm in February, 1961, to produce the original 
ahipping documents, the Mill's test cert~ftcate, and the particulars dl 
Import Licence and Customs Clearance. The Arm could not produce 
these documents and the Iran and Steel Controller gave his final d d -  
sion on 26th October, 1961 fixing the rate as for untested indigenous 
malcrial, at Coltrmn 111 rnttbs. Thc Special Polirr? E:$t:ihl~shrnent who 
had also been invclstigating t h ~ s  case, informed t h ~  Railwav in April, 
1962 thnt thcy had launched crinunal pmsecution against the Arm and 
that thc castn wns strh ltrritci. :I stin) of R c  45 nno h , l ~  iwcbn ?cspnsitt.ad 
with the Ra~lwoy by the firm (Ks. 25,000 in August. 1961 and Rs. 2 0 . 0  
in N o v c ~ t l ~ r ,  1961) and the baiancc of Rs. 32 000 (approsimntely) rc- 
lilnins unrecovcrcd. 

9.76. The Committee dcsircd 1 0  k n o w  why  pnyty;$wts \r.crc. m ide 
at the rntea higher than the provisio:ud rate mrntioncd in the pur- 
rhnsc orders nnd whether any resaonsibility had been fixed. The 
rfywt?scntntivc\ of the  Railway Bonrd stated tha t  the order was placed 
on n pnrticular firm and the firm had not quoted a price for the steel. 
They gave t h ~  stipulation that the price rvould be as fixed by the 
T N ~  k Steel Contrlrllcr for imparted steel. Although the firm did 
not quote any price in its tender for the two items, the railway gave 
n re~sanablc rate in the supply order on the basis of the lowest rates 
which were prevailing at that time and they had indicated in the 
.tupply order that this was only provisional. When the material was 



received from the firm. the firm gave a bill in w h i ~ h  it gave a certain 
price which was judged by the Railway on the basis of the prevailing 
rates of imported steel. The Railway was to make n payment of 90 
per cent against RR., and the adjustments that were to be made could 
be made on the balance of 10 per cent. 

3.77. In answer to a question the witness stated that as long as the 
rate given in the bill conformed to the rate prevailing at that time, 
the Rallway assumed that that was the approximate rate for import- 
ed steel for the purpose of making 90 per cent payment. He also ad 
mittcd that thwe was no utility at all in mentioning the rate in the 
order. They had to put some rate in the supply order and they h ~ d  
quoted what appeared to them as the lowest possible rate to safe- 
guard the interest of the rallway, but eventually, when they had 
made the 90 per cent payment, it was a t  the prevailing rate (Rs. 819 
to Rs. 825 ex godown, Calcutta). 

3.78. Thc Committee desired : know, when thc provisional ratc 
was Rs. 700 and the final rate was to be fixed by the Icon & Steel 
Controller, why there was ano'her provisional rate in  between. Tht 
witness stated that the reason was that that was assumrd l o  he the 
prevailing market rate and they. there'fore, made the 90 per cent pay- 
ment on this basis. 

3.79. At the instance of thc Commlttce, the Railwey Board h a w  
furnished a statement showing the particulars of contracts p l n d  
by the Northern Railway from Junib, 1956 t c ~  Jurlr., 1.457 wht*rc provi. 
sional rates had bccn shown in the orders. 

3.80. The Commi;tce arc not convinced of tikc c~xplawtion fur  
making fW) per cent payment not on thc hirsis of the provi\iorrol rates 
mentioned in the supply order but on thc hahi4 of :tscumcd l)revrril- 
ing market rate. In view of the fact that the provisional ratcs wcre 
fixed on the basis of the lowest rates prevnilil~g at the timc, the 
Committee feel that 90 pcr rent of payment \houlcl h a w  hecn made 
on the basis of these rates to safeguard the interests of Government, 
pending Axation of final rates by the Iron and Steel Controller. In 
ease the provisional rates are unrealistic the remedy lies in improv- 
ing the machinery for fixing them. 

3.81. In reply to a question the witness stated that neither the 
submission of test certificate nor any amount of rate put in a supply 
order would avoid a case of this nature which was a straightforward 
case of cheating. The payment was to  be made on the proof of des- 
patch. Moreover, if a firm would supply indigenous steel against 



Jmportd sicel requuement, the fact as to whether it was ilnported 
stcel or not and whether the test certificate was genuine or not 
would be known only after the materiai was received and by then 
90 per cent payment would have been made. A case of th~s nature 
would not thus be evu~ded irrespctrve of what rate was quoted in 
the supply ordvr The wltness added :hat whenever an order was 
placcd with a firm they would ensure that i t  was a registered or 
approvcd suppl~vr of ~rnportcd steel. 

382 The Cunin~ittcr des~rcd to know why they d ~ d  not take 
r;tcp slu nuke thc system foolproof when it was so defecti\*e The 
u.,tnc1>x stutcd that  the only safe measure would be not to Day the 
80 per cent at all, and to makc the payment on checkmg the material 
ur~ti the t c .  ..: cortificiitt~ on rc* wpt  of the same by the consignee The 
W I ~ I W S S  f t ~ r t l w ~  added that trwy had not gone Into that aspect of the 
C;IW h r  t i i (~y  would 111 (on,ul!ation w!th other departments, go into 
that question They would havc to consult thc Irim and  Stccl Cou- 
trolicr and thc D G S.&.D 

:WI. The Committee regret to note that this is another rase 
whcrc M) per cent of payment was made on the proof of despatch of 
goods, although the goods were found to be on receipt not accord- 
ing to ~pccification. They desire that the present system af mnking 
advr~ncc payments should be revised in consultation witb the Iron 
and Stacl Controller and D.G.S.&.D. to ensure that interests of Gov- 
ernment w e  adequately aafegunrded in case of dcfec4ive supplies. 

:I 84. The Committee ivcrc inf(1l'm~~d that the Northern Railway 
did ::ot tical with the firm in question before and this was the first 
ti~nt. they had dc:il,ngs with that firm. 111 ansivcr tu a question as 
t o  ~ * h y  ~ h c *  c r l d c 1 1 . : .  v,xurc. placc'd with this ticw firm whose credentials 
\vvrt- not known, the \vitness stated that in this particular case there 
wa:; ;in off'cc~ \vho dealt with this particular tender. Certain enqui- 
ries \ \ . c a w  sen3  out and about 4 quotations werts rcccived out of which 
this firm was recommended by the of3ct.r concerned. Railway Admi- 
nistrntirm Bonrcl were not satisfied \vith the way in which this parti- 
cular case was dealt with; there were some procedural defects in the 
case and the matter was taken up with the ofRcer concerned. The 
witness further stated that the selection of this supplier was done on 
the basis of delivery being satisfactory. 

3.85. The Committee decired to be furnished with a note giving 
th; folll;;ving information: 

(1) whether any other railways had dealings with the firm in 
question; and 



(ii) whether the firm was a partnership Arm, a company or 8 
Cooperative Society. 

In  a note (Appendix XI) the Railway Board have stated that no 
other Railway had dealings with this firm which is reported to be 
a sole proprietorship concern. 

3.86. In reply to a question the wrtness stntcd that IN) enquiries 
were made from the Iron and Steel Controller as to whether the 
firm in question had any import licence at thnt moment before en- 
tering into the contract. The first supply of the material was re- 
ceived in January. 1057 and then t t  kept on coming. Thcrc were two 
orders and probably the Audit statcment that the first delivery was 
mark only in April, 1957 referred to the other order. 

3.87. Asked as to whether any action was taken against the party 
when the deliveries against the second order werc not made tiii late 
in April. 1957, the Financial Commiss~.oncr. Railway; stntcd t h ~ t  i t  
was not that the firm was justified nor even the offircr who plnccd 
the order on that flrm was justified in doing so. On thew particw- 
lar transactions the Government's displeasure was conveyed to the 
oPRcer. At n later date on the basis of his whale record, he was g w n  
three months notirc and premnturelv retired. Against the firm they 
had started special police investigation and they had launched cri- 
minal prosecu!ion for an atttmpt to pass as imported goads what 
were apparently not imported. 

3.88. Thc witness added that they had a great shortage of steel 
and therefore, delivery period was an important mnsideration. In 
answer to a question the representative of the Ministry of Steel and 
Mines stated that thls firm was not a registered stovkist. T h q  werc 
dealers in iron and steel goods in the sense that they werc .elling 
steel, though they were not importers and that they had no recoR- 
nition from the Iron and Steel Controller. The representative of the 
Railway Board stated that there was this procedural error by the 
officer who invited the limited tenders. The officer should have 
called for tenders from certain recognised registered dealers. In other 
words, if he  had followed the procedure whereby he would have in- 
vited tender from recognised parties or approved dealers perhaps a 
more reliable firm would have been selected. He added that when 
this tender was accepted, they were given to understand that the firm 
would arrange the imported steel. 

3.89. The Committee enquired if any action had been taken against 
the oflcer who finally approved the tender. The representative of 



the Railway h e r d  stated that ae the file in question was with SPE, 
he muld not give any definite information in the absence of the hle. 

3.90, me Committee u e  uahnppy wcr the failure of tbe officer 
ooaccrned to M o w  the proper p r d u r e  in calling tenders and over 
bis recommending the particular Arm fur plocing the order. Accord- 
iaq to the procedure, limited tenders should have been called for fnwr 
approved or recogniscd registered dealers. The Committee arc s ~ u -  
p r i d  how the offtcer happened to invite tenders from tbt putierrkr 
Arm in question, the credentials d which were not verified and with 
which neither thC Northern Railway nor any other Railway had dwl- 
ity[s in the past. The Committee, therefore, cannot rule out the pos- 
ribilfly of collusion of the of!ificcr with the firm. They note that the 
officer has been prematurely retired on the basis of his whole record 
of m i c e .  The Committee, however, suggest that action should also 
be taken against the olRcer who approved the tender Anally. They 
du, hope that necessary remedial measures have b a n  taken to pra 
vent the recurwnce of such cases. 

3.91. 11 is  also disquieting that the early period of delivery which 
was an important consideration for placing the order on the firm was 
actually not adhered to by the firm in making deliveries. The Corn- 
mittce suggest that imposing of some penalty on the fm on this ac- 
count should also be considered. 

3.92. Thc Commlttcr polnted out  that a Departmental inquiry 
cornm~ttc~c ir':v, ; ~ l y o ~ n t r t i  111 Apr 11. 1957 and enquired as to why pay- 
ments \ v t + ~ c  111atlc fro111 Apr 11 to rZugust. 1957 in this case. The reprc- 
scntutve of the Iiailway Board stated that in the first case  he lapse 
ww cot1 the purl oi t h r  Stoles Officer concerned against whom they 
had taken actwn; in t h e  other case there was a failure of the parti- 
cular Accounts 0ffic.c.r who took only limited action in the sense that 
he took action coilsider~ng his own ofice only and did not foresee 
that there wi~s  n p ~ s s ~ h i l i t ~  of some other ofice of the Accounts 
department also piij.ln!: . h c  money. Thc officer who in~tiated action 
and who a c t u i ~ l I ~  called for l~nlited tenders was the Deputy Control- 
ler of Stores apitist whom they had taken action. 

3.93. Asked as to why the General Manager did not take necessary 
action to stop payment when he appointed this enquiry committee in 
April, 1957, the witness stated that the General Manager ordered the 
enquiry at  that time and he wanted to wait until the proceedings of 
the enqu iq  were completed. I t  was true that if by then the General 
Manager's information was that there was reasonable ground for 
suspecting that there was something wrong with the supply of q e  



material, he might have taken action, but it was not known to what 
extent he was aware of this. Probably the General Ma.l??er and 
the Controller of Stores wanted to wait until the inquiry developed 
sufficiently to enable them to come to the conclusion that there was 
some transaction which was not justified. The witness admitted that 
when the gods were not according to specifications as appeared 
from laboratory report and 90 per cent of the money hod already 
been paid on some of the consignments the Deputy Controller of 
Stores, the Controller of Stores and the General Manager if they 
had suspected the bonafidcs of this transaction, should have stopped 
further ~ayments. 

3.44. The Committee are constrained to observe that t h i ~  was yet 
another failure in this case that further payment was not s toppd 
after April. 1957 when a Departmental Enquiry was apjminted YO 
investigate whether the material was imported. In view of the facts 
that the firm had not furnished the manufacturer's test certificates 
as stipulated in the purchase order, the samples sent to Railway 
Me'allurgist had not passed tho test. and 90 per cen': of thc money 
bad been paid on earlier consignments, the officers should have stop- 
ped payments in respect of further consignments. It is regrettable 
t h t  the officers concerned were not watchful about the financial in- 
terest of Government. The Committee desire that responsibility 
should be fixed for this lapse. 

3.95. The Committee were informed that the Iron and Steel Con- 
troller did not really come into the picture except when he fixed the 
price later. His help was sought to find out what price should be paid 
for the steel and he made the assessment and told them what to pay. 
But at that stage the firm was not prepared to accept that. They had 
sought the help of the Iron and Steel Controller in two things. Firstly, 
the contractor had asked them to send the material back to him; so 
the railways asked the Iron and Steel Controller whether the material 
could be returned to the supplier. They had asked the permission of 
the Iron and Steel Controlla about authorisation to return the goods 
lest the goods should go to the black market o r  to a person whom the 
Iron and Steel Controller had not authorised. To that extent the 
matter was referred to the Iron and Steel Controller but the decision 
not to reurn the material was that of the Railway entirely. The Rail- 
day did not agree to return the material because they had already paid 
for it. Secondly, the reference was made to the Iron and Steel Control- 
ler to ascertain price. Eventually, when the Iron and Steel Controller 
fixed the price which was for indigenous untested ateel, they had 
dered the m e  price to the contractor who refused to accept it. As 



a matter of fact the Iron and Steel Controller was not really very 
much in thc picture in this transaction. 

3.M. Abked as to whether there was any order from the Iron and 
Stre] controller at that time that such authorisation was necessary, 
thc rcprcscntative of the office of the Iron and Steel Controller stated 
that 80 fnr  as ~mporteci items were concerned there was a control; 
when the importer used to import and distribute. they could issue 
frpwing c~rdr.r\ and nt  the exp;ry of that. the imported matcrial could 
br s01d t o  anybody a t  a pricc fixed by the Iron and Steel Controller. 
It  w a s  howc*vcr found from the Reilwavs' report that the materials 
upc8rc~ not supplied bv the firm in question but by another firm who . . 
was unrcgictercd re-roller and as such, a registered stockist of 
thrir o w n  products The production and distribution of such firms 
wcw. controlled by the Provincial Iron and Stccl Contrdler. The 
matwial supplied to the Railway was not imported. 

3.97. Thc Committee nre not satisfied over the tardy manner in 
which the matter has been pursued since the Departmental Enquiry 
Committee concluded in October. 1957 that material supplied by the 
firm was actually of indigenous origin. The case wnq referred to the 
iron and Stwl Controller onlg in  February. 1958 and authorisation 
for the return of the material was taken from him only in March, 
1959. In view of the financial difficulties expressed bv tire firm rtnd 
thcir fnilurc to dcposit the amount by April. 1060. a tornla1 demand 
on the firm to produce the original shipping documents was made by 
thc Iron and Stecl Controller in February, 1961, bu: the firm having 
failed to do so. thc rate as for untested indigenous steel was fixed 
by him in October, 1961. In view of the fact tbe contract provided 
for fixation of the Anal rate by the Iron and Steel Controller, the 
Committee cannot help observing that there was avoidable deIay 
of about four years in enforcing the provision in the agreement. 
They would like to know about the recovery made of the balance 
of Rs. 32,060 out of Rs. 77.000 payable by the Ann. 

3.98. The Committee would also like to know about the outcome 
of Be criminal proceeding launched against the firm by the Special 
Police Establishment, 

Eastern Rai1u:ag-Heavy shortages in stock verifcatiat of cod  nt 
Moghalsarai Loco Shed, para 28, page 21. 

3.99. Departmental stock verifications of coal conducted at the 
Moghalsarai Loco Shed between March, 1957 and September. i959 
revealed physical shortages varying from 3 per cent to 13- 6 per cent. 
valued at Rs. 6,47,629 which had to be written off under the sanction 



of the Railway Board. The shortages were attributed, mainly to (i) 
pilferage of coal in transit and at Loco Sheds (ii) overloading of 
tenders of engines hauling crack trains, without proper accounting 
and (iii) conversion difference due to issue of coal by volume and 
its accounting by weight. Even after making allowance for the 2 
per cent permissible shortage (Rs. 2.57,326), the Railway Adminis- 
tration sustained a net loss of Rs. 3,90.303. 

3.100. The Committee enquired why i t  had taken nearly five years 
to investigate the loss and write it off. The Member (Mech.) of the  
Railway Board stated that at the time of stock verification whcn 
shortages were found to be more than the permissible limit, those 
were investigated. They had to be routed from the local offtcer to 
the Divisional Superintendent and from there to the Railway Head- 
quarters. The cases of write off beyond thc powers of the General 
Manager had to be referred to the Railway Board and that took time. 
In this case the time taken in investigation and Analisation was a 
little too much. 

3.101. Explaining the basis of accounting, the witness further 
stated that in the case of coal meant for locomotives, the process of 
accounting was that while coal was despatched from the collieries 
by weight, there was no system of weighting it at the receiving end 
i.e. in the loco sheds. The Railway Receipt which gave the weight 
of coal in a particular wagon was taken as the basis for ascertain- 
ing the quantity received and that became the quantity recorded in 
the loco-shed books. But issues from the low-sheds were made on 
volumetric basis i.e. by volumetric measurement through buckets 
and hoppers of a predetermined capacity. Depending on ' h e  size of 
the bucket or the hopper and the number of times it was used, the 
loco-sheds worked out that so many tons of coal were issued to so 
and so locomotive. So the receipt of coal in a shed was by weigh- 
ment while the issue was by using a particular conversion ratio. 
The Mech. Engineer carried out the stock verification of coal of each 
stack of coal every six months and for each grade of coal separately. 
If in a particular grade of coal there was a difference between what 
should have been on the books and what was actually found on veri- 
fication, that was treated as a variation between the book balance 
and the actual stock and called as shortage. In reply to a question, 
the witness added that there might be shortages as well as surpluses 
in this method and the figures in the Audit Para referred only to & 
cases of shortages referred to the Railway Board, out of a total of 
24 cases during that period. The witness informed the Committee 



that if dl tbe 24 cases were totbn together, the shortage came to 
1.8 per m t  and the total figure of Rar. 647,629 would also decraus. 

3,102. Referring to the 13.6 per cent shortage in respect of grade 
TI cod, the Committee enquired whether it was the actual sho-ge 
or due to the ndoption of volumetric method at the time of W e .  
The witness stated that no other physical chcck up was possible be- 
cause them were no weigh-bridges in loco-sheds for wetghing the 
coal wagon3 

3 103. The Commtttee pointed out that the weighment t f  a bucket 
or a hopper at  random at the time of issue of coal would be enough 
to verify whether the theoretical weight was correzt. The witness 
staled that it was not necessary that each bucket of coal would con- 
lain the sarncS m o u n t  of coal by weight because there were different 
volum~tric ratios for different grades of coal. He added that the 
valumctr~c system was thr only poss~ble system in the matter of 
asncasing con1 in the loco-sheds, where i t  was stocked gradew~se. 

3 104 Thv Comrn~tlcc pointed out that in the ex l~ t inp  system it- 
self phystcol wcighment roulcl be dnnc in order to Jind out whether 
the wciflht wns correct or not The witness stated that wrtain sur- 
prise checks were made and thc conversion ratio was rcvisrd perio- 
dically. Expli~ining the gencrnl method of chccking the ratio. the 
witness furthcr stated that full weight of a particular quantity of 
coal w3\ tnkcn and its volume was ascertained. For a wagon, the 
wcight of c-on1 wns taken and then i t  was worked out as to how much 
diffcrcncc in weights there was between the actual phvslcal weigh- 
mcnt of con1 and the figure arritvxi at bv volumetr~c. mcthod. He 
oddcd that for the purpose of revising the volumetric ratio, the phy- 
slrnl wcighment was donc l ~ s t  time in 1964 and before that it was 
dnnc In 1958 

3.105. In  reply to a question. the witness mformed the Committee 
that 81 the time of loading at the colliery, the wagons passed over 
a weigh-bridge, and weighment was recorded by a Railway Booking 
Clerk. The Committee enquired whether the Railway Board had 
made any investigation to find out the causes of the lar~e  variation 
of 13.6 per cent in one year, particularly in view of the fact that 
variation for the subsequent period was 3.07 per cent. The witness 
stated that one reason was that a t  that t ~ m e  the same volumetric 
mcnsure was followed for all the four grades of coal. The General 
Manager had also stated in his report that at that time they were 
issuing coal more than the capacity of the loco tender because they 
were running crack goods trains. These locos were carrying more 



d than the normal permissible limits and this was another r t w n  
The Committee asked whether the Railway Beard was satisfied with 
these general reasons, particularly when it was known that pilferage 
was going on on a large scale at that time. The witness stated that 
there was pilferage of coal but secur~ty steps were being constantly 
tightened up. He added that in 19% and 1959 them were 51 and 86 
convictions for coel thefts respectively. 

3.106. The Committee pointed out that a t  the time of unloading, 
it  was always possible to compare the volume with the weight by 
un1oad:ng through buckets and to estimate the amount of coal run- 
ning short. The witness stated that it would not be practicable in 
a loco shed to measure every wagon, but there was a system of 
periodical check to show whether there was any theft. 

3.107. The Committee enquiwd how the General Manager came 
b know under the existing system that there was pilferage in 
transit. The witness stated that they carrird out periodical re- 
weighments of coal wagons and an additional ad hnc check at 
different destinations. For this purpose they would pick up a 
wagon and takv i t  to t ! ~  weigh-bridge to as~xbrtain what thc actual 
shortage was in that particular wagon and arrived a t  thc perccn- 
tage of varin:ions bot~vrctl  tire booked figure of weight and the ac- 
tual uxight when thc coal arrved at the dcstinatwn. 

3.108. The Committee desired to know whether the case of shor- 
tage of 13.6 per rent was investigated. The witness replied that 
the Railwav had invest,igated i t  and the masons were found to be 
unrealistic conversion ratio. pilferage, over-loading of coal on the 
engines of the  crack trains and mixing up of different grades of 
coal in thv shed. The matter went up to the Railway Board and on 
the basis of these reasons, the write off was sanctioned. 

3.103. The Committee po~nied out that by changing the ratio, 
the Railway could show a surplus or deficit and that there must be 
some more realistic method by which these errors wcrc reduced 
i.e. by testing the ratio with physical checks. The witness stated 
that they would certainly check the ratio periodically to see if they 
were realistic. 

3.110. The Committee enquired whether there was any other 
check to eliminate the possibility of collusion between the railway 
staff who weighed the coal wagons and the colliery people. The 
witness replied in the negative. The Chairman, Railway Board 
added that the only check that could be exercised was for somebody 
to make a surprise weighment of the very wagon which was 
weighed by the railway s t d .  
423 (Aii) LS-d 



3.111. Asked whther ~t would not be dcsnablc to have facil~ties 
for weighment in the loco sheds, the wltnehs stated that if that 
were done, apart from the cost involved, it would mean more wagon 
&tention and delays. We added that it would lead to very serious 
practical d~PRcultm ~f all the w a g m  were to pass the weighment 
bridge at some place before going to the loco shed. The Chairman. 
Roilway Board stated that the time that would be lost as a result 
of weighment before placing them in the k ~ o  sheds would be quite 
heavy. AH regards pilferage, an idea of the scak of pilferage in 
transit was available from the wagons which had been test-we~gh- 
ed. Asked whether any report had been rece~ved from any railway 
in replard to short receipt of coal, the Member (Mech.) stated that 
normally no report was made and any shortage could be detected 
only by means of periodteal verification. 

3.112. The Committcc pointed out that as thrlre was no check at 
the receiving point, the cxtcnt of pilferage on the way cot~ld not be 
known. Thc witncas stated thnt the only me!hod that the Railway 
had was to have ad hoc checks i.e. to re-weigh certain wagons at 
different places, k&cd whcthcr any msponsih~lity was fixed on 
thr Iinilwiq loading staff or  the cnll~er?~ whcncver any shortaqc 
was detected, thc Chairman, Railway Board stated that it was not 
poasfhl~ to fix responsibility on the despatching point staff because 
betwcvn despatching point and weighmcnt p i n t  there was it  long 
d.ist;~ncc ovrr which thc wagon was exposd  to pilfcra~a The 
Mcmbc!r (Mech.)  nddcd that normally when shortage or pilfcrnge 
CRnlr to notlcc, thca sxur i ty  arrangclncrlts w t w  tightened. 

3.113. From the cvidenrc, the Commitiw find that while locomo- 
tivc cnrrl is drspntchcd from tht* colliorics hy weight, thew is no 
syston of wc-ighing the utnrc at !he lcwo sheds and the quailtiis in- 
dicated in the railway m c i p t  is taken as the quantity received a t  
the loco shed. While the receipts are according to weight, t he  issr~cs 
from the loco she& are madc on a volumetric basis. 

The Committoo, howcver, h d  i t  difficulty to accept this aci a 
valid mason far physical shortages. They arc of the view that the 
conversion ratios should he fixed scientifically on the hnsis of test 
utoighrnctttq fnrr crnch q n d e  of coal and should be reviewed fre- 
quently to ensure that it is reasonably accurate. 

3.1 14. In the opinion of the Cornnuttee. the most important reason 
and the most disturbing factor leading to these shortages was the 
frequent pilferages from yards, loco sheds and during transit. 
The Committee wwld like tho Railway Board to pay their sustain- 
ed attention to this problem. and tighten up the security arrange- 



O W Q ~  to eIiinimte ptlferrge d coak Tho other two factors raypon- 
rtbk for dmrhgcb dt(Kted wem stated to be (i)  overlaad'i~1~ d 
coal on the engims of the c w k  trains and (i i )  mixing; up of diffe- 
rsat g r a b  d c o d  in the shed. The Committee feel dut t h e s ~  
factom can be easily eliminated by bettor local supervision and 
control. 

3.115. The Committee desire that the Ktlilwsy Board should issue 
instructiars to the local administrations to take suitable measures to 
ensure that the physical shortages found during stock verificrtions 
do not exceed the permisqiMe limit of 2 per cent. 

Outstanding claim? against r h ~  s h i p p n g  Agents for i r n p r t ~ d  3tores 
rec4itwd short or in dnnurged cond~tion-para 29. pages 21-22. 

3.1 16. Under the terms and conditions of the Bills of Lading, the 
Shipping Compames carryma stortls to Indian Ports from abroad 
are l~able  to make good any losses of stores received short or in a 
damaged condition. Of such claims preferred by the i 'entral, EM- 
tern and Southern Ka~lwa!. Adm~nlstrations and thc Intrgral Coach 
Facttrrv as conslgwes, against t hc various Shipping Compinlcs 
and Agents, claims amounting to R3. 17'67 lakhs relating to periods 
from 1954-55 to 1963-64 r ema in4  unscttlwi a t  the end of December, 
1964. 

:r I 17. The affrrcmcnts further provldv that whcrcver clairns a r c  
not stbttlcd w1thi:i thv statutorv pvric~1 o f  12 tnorrths, t h C  partics 
concerned may approach the Shipping Compiinies or thwr Agents 
for c-.,tt.n.iion of  t he  trme for tilmg sul t  upto 24 months. Suits h;r\'c 
not wen f i l d  in r-qwct of claims totalling to Rs. 2.39 lakh:; which 
arc t,\,cr 2 years old Apart from the dcl;lv In rcalisation of thc 
Rall\kavs' c la~ms these arn3)unts inflate the c3pitai-at-charge. 

.1 118 'The Comm:ttw cnquirtd as ! o  t h ~  numb(*r  of c:~sc~ : pvntl-  
inp .+t thc end o f  1964 which wrrc rrfcrrcti  t o  t b  1nrii:i Supplv 
D ~ p t i . .  Ifinrl-jn. t h e  total n u m h r  nf  vllch cs.lrcbs still jwnrlinq stllc- 
ment and the amount involved. T h c  \i.itnos.i statcd thirt the f i ~ ~ r e  
of h ~ .  lW.67 lakhs outstanding as on 31st Dwcmhcr, 1961 had come 
do~pn to Rs. 9:72 lakhs as on 3ls.t (k tobc r ,  1965 h c c a u v  nf sr4tle- 
mesits of some further item -. Thc rvi:ncss nddrbd that the Railway 
dean with 2 types of shipping companies; one set was those who 
were members of Gold Clauw Agrcemcnt and the others who were 
no:. The normal rule for filing a claim was 12 months in t h e  case 
ot the former but this period could he extended to 24 mmths.  
Therp was also a provision for arbitration. In respect of suits to 
be filed in India the limitation was 12 months. After that period 



WM over, they had to file suit in U.K The Commfttec enquired 
whether the concurrence of the shipping companies had been ob- 
ained for getting further extension in cases where suits could not 
be filed within the permissible limits of 12 months. The witness 
stated that in some c a . ~  they had done so, but there had been 
=me cases where duo to the attempts to negotiate with the people 
in India or due to short lading certificates not being available, 
extens~nns beyond 12 months had not been .sought. 

3.11!4. Thc Cummlttee enquired why there should be delav of 12 
months In getting the short lading certificates from the Port Trust. 
Thc witness stated that the shortage might not be known to the 
consignee until the cansignments arrived a t  the destination stations. 
H p  clddcd that the delay was only in those cases where it was not 
it strirlglit forward sssessmcnt o f  thc loss o r  thc shortage ana it 
was a1.w nut possible to count the contents of each and every package. 
T h c  Committee dcsircd to know whether the 12 months period was 
not :tuRicwnt. Thv witnms stated that the 12 months llmit in some 
cases was a bit too high and there was no reason why  the Railways 
should not tw able to filc a s u ~ t .  Hut t h e  number of cnscs was 
very 1:iry:c and in son~f l  of' thcm t h ~  dcias was acceptahlc Irom the 
Rriilwny point of view. Onc category was that in which the Rail- 
w a y  wnntrd to negotlatr with thc shipping companies and the 
o1llt.r :\'i1\ Lvhcnb thc railway had to find out t l w  full particulars of 
thc u ~ n s ~ g n m r ~ n t  from thc Port Trust. Hc nddcd t!lat ln complicat- 
ed  c.:~sc~s thr  ~wriod might riot hc too much. 

3.120 Thc Committee desired to know wht*thcr the delay in 
c:lscs nwntlont~d i n  t he  Audit para was: jus'ifi~d The witness stat-  
c ~ i  t h a t  in some cnscs the d d a Y  was unavoidable, in others it could 
h a w  btbrln ;n* l~dcd  a d  that thc number of case., had come down 
from 260 to  142 rind consequently the outstanding amount had ~ l s o  
bccn reduced from Rs. 17.67 to Rs. 9.72 lakhs. 

3.121. The Commit tee desired to be furnished wiitl a staterrent 
givmg dctilils as to how much was reco\?ered from the ship&nq !;om- 
panics and how much was written off out of the total claims amount- 
ing to Rs. 17.67 lakhs and the number of cases cleared so far. The 
notc f ~ ~ r n i s h e d  by the M:nistq is at (Appendix XII). 

3.122. The Committee enquired whether the Indian Shipping 
Companies were members of the Gold Clause Agreement and whe- 
ther because of t h t .  the Railway had to go to British Courts for 
settlement of disputes. The witness stated that the Agreement 
applied to some Indian Companies also and for the settling of dis- 
putes beyond the 12 months Limit, the disputes had to be referred to 
British Court. The Financial Commissioner, Railways added that 



tt was not an unsettling arrangement. The Shipping Corp0~8tim 
was carrying goods internationally and ilrstead of being used in 
various countries, there was an arrangement for a special clearance 
after 12 months at a central place. It was a Conference mechanism 
to which all Conference members had voluntarily agreed as an 
over-all arangement. 

3.123. Asked whether the suit could be filed in the Indim Courts. 
the witness stated that they could certainly settle with the Indian 
Company but if they wanted the good offices of the Committee in 
London, they could go to them. By mutual agwement between the 
ship owner or cargo owner, the case could be referred to some tri- 
bunal outside U.K. also and that would not be a breach of that 
agreement. When the Committee enquired whether there was any 
particular advantage in agreeing to this method of settlement of the 
claim, the witness stated that the international arrnagement con- 
sisted of common terms for ships of all-nations, limiting and dc- 
fining the liabilities of carriers of goods. 

3.124. Asked whether it would not be desirable to insure railway 
goods from ord:nsry risks, the Member (Mech.) stated that the total 
value of shipments in this period was of the order of Rs. 306 crores. 
Of that the total value of the claims was Rs. 41.46 lakhs. A very 
large sum would be required to insure all the Rs. 306 crores worth 
of goods. The total claim amounted to only 0.14 per cent of the 
total shipments. The Financial Commissioner, Railways informed 
the Committee that some goods like electric locomotives were in- 
sured, while some other goods were not insured. He added that 
no final decision in this matter had been taken and the policy was 
being discussed with the Finance Ministry. For want of foreign 
exchange, they might insure with Indian Companies who might 
reinsure For this purpose the Reserve Bank allowed the Indian 
Insurers some foreign exchange in order to reinsure, so that they 
might share the losses with the foreign banks. 

3.125. From the note fwnished by the Ministry (Appendix XII) 
the Committee fmd taht out of 260 cases the value of claims out-, 
standing on 31st October 1965 was Rs. %72 lakhs and the number 
of cases involved was 142. The Committee hope that earnest efforts 
would be made to settle these cases without any undue delay. They 
would also like the Miniotry to consider whether any uniform policy 
could be evolved in regard to iasrui~g railway goods from risks. .. 



Qrky in r e c o v q  of the electric m n t  c h t g ~ s  frvm the staif-puta 
32, paw 23. 

3.127 A sum of Ra 25.9 lakhs repremt ing  the cost of electric 
cumn! and other electricsrl charges recc~verable from the Railwsy 
crnplavees wan outstanding as on 31at March, 3W, in the books of 
the Central. Ellstcrr~. Northrrn, North-Eastern. Southern and .South- 
Eastern Ftailways. In the Eastern and South-Eastern Raulways 
where Fb. 9-54 lakhs and Rs. 4.66 lakhs were outstandmg. the arrears 
xu back to thc \ CdTR 19493i) and 1954-55 respectively. The p e r i d s  
fcrr which thcrre charges are ~n ilrrCHrs arc not read~ly available !n 
rerpct a2 the other railways. 

3.128. This accumulatron of arrears was generally attrrbuted to 
the delays in taking mcter rcodtngs, ~ncomplete or late receipt of 
meter reading glotrmc*nt.s. preparation of mcter read~ng statements 
on fn~tallrt ion ha:.iq ~nntead of on pay bill unlt basis which c a w s  
dimculty in lrrcatinr the staff. delav in the pre,?arat~on of electric 
billrc and trnnsfcrr,, ret~rcmcnts and rcjsignations of tht* staff. 

3.129. The Cornrn~ttee e n q u w d  what actlon the Ra11wny Bmrd 
p r o p d  to takc to rlcor thc backlog of the arrears in futurc The 
Member (Staff) stated thnt the chwf rcawns f(tr thc* accumtlla:lon 
of arrears wct r  thr  verv hew\.  incrcaw In the number o! electr~tied 
quarters and thib nrganlwtional charges on crrtnln r;r~lways ltbe 
Sbuthern llnd South-Easfc~n. arisint: from divlsronalisation ~nvulv- 
ing l s r ~ e  scale tri.nsfrrs and consequent delay in ltnkinp up  b~ l ' s  ctc. 
fle inlormeri the Cornm~ttw thnt the arrears of Rs 25.9 lnkhs as o n  
31-3-64 hnd bccn hrclught tloivn hy intensive efforts to  Rs 1063 lakns 
as on 91-10-1965 FIc i1ddt.d that mostl!~ this was through rt*cotVcnes. 
but in some CRSPS w l ~ c r ~  the  staff had retircd or d ~ d ,  the amounts 
might have h e n  xrittcn off 

3.150. In other cascq. n draft had bwn prepared for the dmplifi- 
cation of procedrcr Undcr the new method it was unnecessary to 
hn\*r readings on the installation basis It was proposed to fix a 
sum to be recovcrd for 6 months on the basis of the average of 
.the previous 6 months. Therefore, for that period of 6 months there 
was no question of c.han@ng it to accord with the actual meter read- 
jnq in eech of these months. The witness stated that arrears wero 
'being w ipd  off very quickly and no more arream would be a b w d  
80 be 8oorunoEotZui. 



3.131. From a note fumbhed subsequently the Committee And 
that out of Rs. 16.5 lakhrr recovered, a sum of Rs. 120GO had to be 
writtea off. 

b m  Commithe us gbd to note that a subahnfid MOUIL~ 
arrsur of dccMc chargsm has bean liquidated. They trust that the 
asrr pr~cedtvs for rscovery of e w  will be worked out with 
adequate caution so as to avoid such accumpl.tioa of arrwm occttr- 
riw in future. The Committee would We to watch the &tion 
through future Audit Reports. 

Northern Railtray-Loss due to v a t i o n  of a private, crane in N e w  
Delhi goods shed-para 33, pages 23-24. 

3.133. The cranes rcqu~red for loading and unloatl~ng heavy con- 
slqnments are gcnnrally supplied by the railways ( 1  I payment of 
prescribed charges to the parties, who have, howev $:-. the opt~on to 
use their own crave provided it is brought in o::ly when the con- 
signment is readv for handling and is removed rr; soon as the 
work is over. At New Delhi Goods Shed, three d~esel  rail cranes 
were provided by the Railway for handling heavy consignments, A 
private firm of Forwarding Agents started operating its crane in 
this goods shed from February, 1959 and parked the crane unautho- 
risedly in the goods shed premises inspite of the Administration's 
refusal to lease the plot of land to it. The occupation of the plot 
was, however, regulariscd in September, 1959. The firm also 
brought in another crane from April. 1982. 

3.134 In July. 1961. the Railway Board forwarded to tho Hirdway 
i\dminlstration a report dated 25th November, I960 from thct Central 
Investigation Agcncy that the firm's crane was working in cwmpe- 
tititrn with Railwny cranes. Though the Superlntcndent, Delhi Area, 
in August, 1961 reported that this was not true, his wcccssor report- 
id in January, 135? and April, 1962 that thc p r~va te  crane was a 
competitor to the Railway cranes. He a lw panted out several mal- 
gract ice Indulged in by the Railway staff to give more business to 
the private crane at the cost of the Railway cranes, and asked for 
approval to terminate the f~cill t ies granted to the firm. 

3.135. As a result of this report of the Superintendent, De!hi 
Area, and directions of higher ofacers for the immediate removal of 
this crane and a further complaint of malpractices on the part of 
the firm forwarded to the administration by the Railway Board 
in &$ember, 191i2, the Railway Administration terminated the lease 
of the land in July, 1963, and in the same month stopped the work- 
ing of the private crane, or the 8tm had not vacated the plot. How- 
eves, on a representation from the 1Brm, the Railway Board permit- 



kd it, in August, 1963, to resume opention d its crane!# 'for the time 
baing". The private cranes are rtfll hrrrctioning m tb goods sbad 
(&amber, 1964). It  would be interesting to note that while dur- 
ing the priad 31 one month, July-August, 1963, when the private 
crnner were out of operation, the Railway cranes handfed about 375 
wrrgana, they handled only an average of 500 and 282 wagons pet 
mmth during the subsequent pniodn,  September, 1-February, 
1984 and March 196C.iSeptemkr, lM4, against the private crams' 
avmge of 71 rmd 117 per month mspmtioely. 

3.136. The Railway Administration has lost an estimated amount 
of Rs. 1-73 lakhs upto Srptember, 1 W .  by way of crane charges due 
t o  the operation of the private cranes. 

3.137. The Committee desired to know the circumstances under 
which a private party was allowed to keep his crane in the Railway 
prrmiscn in an unsuthorised manner from February to Septcnbcr, 
1959 after which the plot of land was also leased to )urn thus enabl- 
ing him to opcrilte the crnnc in compt~t ion  w ~ t h  the Ra~lway. The 
Addi Lionel Member (Commercinl) stated that when the consignet 
c h ~ a e  to ask for the railway crane, then it had to be supplied !o him. 
In fact it was normally expected that the consignee would make his 
own arrangement for unloading. The only point was why ir was 
di?weci to be stabled inside the goods shed. Otherwise, the q~es t ion  
of any competition with the Railway cranes did not arise. Ilc added 
that the Railway had three cranes which were obtamcd from 
Disposals nnd t h y  were not in working order all the time. In rep!!? 
to a question, the witness admitted that the crane of the p r i v ~ t e  
prty  was there with the knowledge and approval of he Railway 
Administmt ion. 

3.138. The Committee pointed out that the report of the Investi- 
gating Committee was that his crane was working in competition 
with the Railway. The witness stated that the total quantum of work 
l o  be done was such that the Railway cranes would not have been 
able to cope with the work. He added that the lease of the private 
party had been terminated, but the man had not vacated the ?lot and 
action was being taken against him. The Chairman, Railway Board 
explatning the position stated that the consignee or consignor was a t  
liberty to bring his own or hired cranes to load or unload the con- 
*ipnient% Therefore, this private individual brought with him the 
cranes to unload his client's goods. But he wanted a small piece of 
land memuring 50/100' square, which was a t  first refused but later 
on given. After sometime, a report was received that this gentle- 
man was indulging in some malpractices in so far as he was M u -  
encing - of the Rallway artatlt in placing some wagons on his 



rkle r s t k  than an the railway side. Therefore, it was decided by 
the Nortlrcm Railway that his lease should be cancelled. He waa 
authoris& to work his crane but he had to go away from tke pre- 
nuses after 'he work was over, But on a representation from him. 
he was cancelled to continue till the Northern Railway brought in 
another additional crane to the goads shed. The plot given to him 
was eqafn c~nwl led  in the month of October, 1965 but the man had 
not vt eonc away, and proceedings were going to be taken against 
him. tn replv to a question thrt witness admitted that for I! veers 
this ~ ? r t w u l a r  man stationed h ~ s  crane in the Railway premises. 
Asked if he was not a tresspasser. the witness stated that he could 
be called a tresspasser for a short time until the plot was lensed to, 
him. 731i.: cericlci was for a few months only during which hie 03p- 
Iicatior! for lease was under consideration. 

3.139. Explaining further, the Chairman, Railway H C ) R ~ ~  staled 
that from the Public Servicc point of view as well as from the 
Railways own point of view, the presence of this crane and its ope- 
ration in New Delhi goods shed at that particular tune was benefi- 
cial because the railway's cranes were not sufficient to deal with 
the heavy cargo traffic. The traders and the consignees also bene- 
fited to the extent that the private individual was able to give them 
lower rates. The lease was cancelled at a time because there were 
complaints of corruption. In the meantime this man made a re- 
presentation to him (the Chairman, Railway Board) MinisterlDepu- 
ty Minister. Railways. This case was further probed into and it 
was found that it was in public interest to keep that man for the 
time being and that they should tighten their supervision on their 
staff so that they were not amenable to his corrupting influence and 
therefore, until the Railway was able to bring in another additional 
crane in order to be able to cope with the work, they should permit 
this plot to be continued to be leased to him. 

3.140. The Committee enquired why this man was allowed to 
continue when it was known that he had a corrupting influence on 
the Railway staff. The Additional Member (Commercial) stated 
that it was only an allegation, there was no proof at all. At this the 
Committee pointed out that even if it was only an allegation, it was 
sufficient to serve notice on the party and to ask him to remove his 
crane inspite of the advantage to the railway and the traders. 

3.141. The Committee consider it rather surprising that a private 
party could instal a crane within the premises of the railway goods 
sbed not only in eontrrventioa of the d e u  bat alao in total dims- 
gard to tbe Addddration's &l to barn the knd to the puty. 
F ~ ~ ~ ~ t b e o c c o p r r f l o s r d t b o p l a r w w ~ ~ .  



d in 1- d tbc party e d d  brinf la ubotbcr arne h 1U2. E.ar 
tbayb the Miurfrtry w e n  well .wan d tbe fact thrt the puty c.r- 
mmd was having a camrptixtg infimbec am the s t d ,  tbsl, hrd to 
pat up with thcl party tUS sucb t b  as it rcrorld pnmve .n- 
crane and the party continued to enjoy the h of the pkt. 

The Committee were informed during tbe c o ~ r s e  of evideace that 
from tbc public swvkt poiat of view u well u from tbe &ilw.yr* 
own point of view the presence d t h b  crnne and its operation in 
tbt goods at that particular time was bebdAci.l ktcame fhC railway's 
cranar were not nufiient to deal with the heavy cargo t M c .  Even 
if that was m. the position must have matotially altered by brSnging 
another additional Reilway crane. The Committoc would like the 
Railway Board to have an independent qoantitive a-ment made 
to uee whtthor the present number of Railway cranes at the goods 
nhcld is adequate to meet fully the requirernnt of trrfRc witbarrt 
causiw dotartion to wagons. I f  the prcvcnt number of Railway 
crmm in found inadequate, then only the operation of the private 
crane may bt p o d t t e d  after making adequate administrative rr- 
rrngemnentn to ensure that no malpracticm c r e q ~  in. If the opention 
at the private crrnc is considered nmssarg  it should be strictly ac- 
cording to the rules and regulations in force. The Committee would 
like to be informed of the finel outcome of the caw. 

hlorrhern Rniltlvyi--Loss drce to delny in fisatmn of siding charges- 
p a r 0  34, pages 24-25. 

3.142. I n  Paragraphs 75 to 79 of their Fiftwnth Report (1958-59), 
the Public Accounts Cornmittec commented upon the delays in the 
execution of agreement in rrspect of the siding constructed at Jamsar 
for the Rikancr Gypsum Limited, and in the recovery of siding charges 
for gypsum consiyned by the firm to the Sindri Fertilisers and Chemi- 
cals Ltd. 

3.143. Though tht. case of the Sindri Fertilisers has been decided 
and recoveries cffcc!cd, it has come to notice that r n s u r n  was being 
despatched from this siding to several other firms aIso without levying 
any  siding charges. In fact. in Ju ly ,  1955 instructions were issued by 
the Railway Administration that the siding charges should be included 
in the ''To pay" invoices so that it could be realised from the consig- 
nees at  destinations. But on account of the protest by the Sindri 
Fertilisers whose case was under consideration by the Ministries of 
'Railways and Production, the Railway Administration cancelled its 
above order on 2nd November, 1955, thereby discontinuing the re- 

(coverjr d the siding charge~ frwn other A m  as well. It waa only in 



January, 1959 that the Railway Administration fixed a tentative 
-siding charge of Rs. 3 per wagon with effect from 14th January. I S 9  
in .respect of despatches to parties other than the Sindri Fertilisem, 
to be included in the T o  pay' invoices for recovery from the consig- 
nees at destinations. 

3.144. in April, 1959 the Railway Board axed a siding charge of 
Rs. 21- per four-wheeled wagon with effect from 1st May, 19B9 for 
gypsum consigned to the Sindri Fertilisers; and the Railway 
Administration brought it to their notice for the first time in May, 
1959 that siding charges were not being levied prior to January, 1959 
in respect of gypsum booked to  other consignees also and that the 
disparity between the rates applicable to the Sindri Fertilisers and 
others is likely to invite protests. The Board then advised in the 
December, 1959 that the same siding charge as fixed for the Sindd 
Fertilisers should be levied on bookings to other parties and the 
same was made effective from 15th January, 1960. The Board further 
confirmed in February, 1963 that the siding charges would be recover- 
able from other parties @ Rs. 1181- per wagon for periods prior to  1st 
April. 1956 as in the case of the Sindri Fertilisers. Instead of 
attempting to recover the arrears of siding charges from the 
consignees, the Railway Administration sent the bill to the 
consignors, the Bikaner Gypsum Ltd., who, however, refused to 
accept any liability for the arrears amounting to Rs. 63,977. A 
pruposal made to the Railway Board in May, 1964 by the Adminis- 
tration to write off this amount is still pending (December, 1964) .  

3.145. The loss would have been avoided or at lease substantially 
reduced, if the Railway Adminstration had dealt with the issue re- 
lating to the other parties separately from the Sindri Fertilisers. and 
not cancelled the orders issued in July, 1955 in so far as they applied 
"to other parties, who had never protested against the levy of siding 
charges. 

3.146. The Committee enquired why there was a delay of over 3 
years in taking a decision to recover siding charges at a tentative 
rate and what was the present position regarding the write off of the 
amount involved. The Add.  Member (Commercial) stated that the 
matter of levy of siding charges on Sindri Fertilisers was flnally 
decided in 1959 after a lot of correspondence with the Ministry of 
Commerce, It  was only after this that the decision was taken that 
the siding charges could be levied on other firms also. He stated 
tha t  if in' %h;e 'part!& concerned h d  been warned that siding 
kh- would %e leviable, it would have been passibh bi, recover 



9.147. The Committee pointed out that while in the case ot Sindri 
Fertilfsers, the precaution of obtaining an assurance ttam the Corn- 
m e m  M ~ n b t r y  was taken, no such prccautron was taken in the case 
ef the other consignees. The Comnnittee o b e d  that the siding 
c?hargea: ahauld have been collect@ as an advance and alter on re- 
funded, i f  necessary and it was not nmvsary k, gwe a notice. The 
Chalrmnn, Railway Board stated that in the c~ae d Government 
Company for whom this particular siding was qeclally built, the 
nilway could certarnly demand whatever extra expenditure it had 
incurred in placing the wagons. But before this particular deciaon, 
had ken arrived at, advance recovery from the other people was not 
parrrfble. 

9.148. In reply to a question as t o  when the decision to charge 
from the Slndri Fertii~sers was taken, the ~ t n e s s  replied that the 
date was April. 1969. The Addl. Member (Commercial) added that 
in fact the private partics were being charged even earlier i e .  from 
January, 1959. The Chairmen, Railway Board further informed the  
Committee that when they decided to charge from Sindri Fertilisers, 
they also dccidcd to charge from other people. Thev could recover 
from Sindri Fertilisers but they could not do that in the case of other 
canslgntx.~. 

3 149. In this case the Committeee And that the original order of 
thc Railway Administrution to levy siding charges fronl mnsignecs 
at  dcstinnt~on ~ s u c d  in July, 1955 was cancelled on 2nd November, 
1955, on account of a protest from the Sindri Fertilisers as R result of 
which the mcnvery of siding charges from firms other than the 
Sindri Fcrtil~zcm was d1sn)ntinued. It took over 3 years t o  take a 
decision to w o w r  siding charges at o tentative rate i .4 .  In January, 
1959. Further, the Administration had taken 28 months to seek a 
clariflcnt~on from the Railway Bmrd as to whether thc rate fixed for 
Sindri Fertilisers would also hold good for  other Arms for recoveries 
in respect of the period prior to 14-56 and the Railway Board Jso 
took 10 months to convey their conArmation. Lastly, instead of re- 
covering the charges from the consignees as originally prescribed, 
the bills for the arrears were sent to the consignors who disowned 
their liability, 



dalt with tbe isma rd.ting to tbe 0 t h  pvtia separately and the 
atbsrt d a  for e&ettma recovery h.ma 0 t h  firms wrs not can- 
celled. They f e d  that -tor cam and uutima &auld be taken while 
baing otdm wbkb us W y  to have fbaxdd bearing. Tbsy fur- 
ther feel tbrt both the Ahhistration and tbc Railway Board had 
tmken unduly 1- time in masidering ud deciding the various issues 
krvolued. They trust that the Ministry should take steps to enrum 
that sucb delays are ~rupulously avoided in future. 

Chittaranjan Locotrwtioe Works, Eastern and Southern Railwa!js- 
loss due to delay in reassessment of rent of quarters-pp. 23-26, 
para 35. 

3.151. In pursuancc of the recommendat~ons of the Second Pay 
Commlss~on, the Railway Board Issued orders in Septem!lcr, 1960, 
that thc assessed rent of  resjdent~al quarters for Cli~ss 111 and 
Class IV staff may bc revised so as to give a return of 6 per ccnt on 
the capltal cost. The revlslon was to be carried out in two stagcs. 
In the first stagr the rent was to be ~ n c r ~ ~ n s t d  by 25 per cent over the 
ex~s t ing  rate In the case of quarters wftrrtb tiw rcnt was assessed at  
less than 5 pcr ccn: of thc capital cos: and thch h~ghcr  rent so nrr~ved 
at was to bc recovcrcd from 1st Octo!)c.!, 1960. In the second st'rge, 
the rent of all yu~irtcrs was to be reasswsed a t  6 per ccnt of the capital 
cost iL$ on 30th S v p t ~ ~ r ~ ~ h r ,  1080 and the* rcnt so nsscwcd was to be 
recovered with effect from 1st Octobtr, 1961. This reaasessmrnt was 
to be completed by J u n t ,  1961 \o that thcrtb would be no difnculty in 
cf f t t t~nx  rc*co\wies a t  the rcv~scd rirtes from the 1st of 0rtobc.r. 1 Y c i l .  

3. 152. Whilc the first stage of the revwon was carried out in due 
time there was dclay in making the scwnd reassessment and as a 
result the recoveries at the revised ratcs had to bcb started from the 
1st October. 1962 in the case of Chittaranjan Locon~otivc Works and 
from the 1st November, 1962 in the case of the Southcrn and Eastwn 
Railways' quarters. 

3.153. In appreciation of the hardship that might be caused to the 
staff if recoveries of a n e a n  in rent were to be made retrospectively 
from the 1st October, 1961, the Railway Board decjdcd that recoveries 
at revised rates might be given effect to from the dates actual recove- 
ries were made, thereby resulting in a loss of Rs. 27.49 lakhs (pro- 
visional) on account of increased rent that should have been other- 
wise collected. The Eastern Railway Administration has attributed the 
delay to di5culty in tracing out the building registers showing the 
cast of construction and other details and grouping of the old end 
noa-standard typerr of quarters and the  Southern W l w a y  Adminis- 



trotion has pleaded didlculties in collecting the required jmrbcularar. 
of capttal cost of a large number o: newly constructed and electrified 
quarters with the help of the existing stafl only. 

9 151. The Comm~ttrc  enquired why there was undue delay in 
these two c a m  when other Flailways had been able to implement the 
orders from October, 1961 and why special staff could not be appionted 
to complete thc work in time instead of delaying the assessment. 
The Membcr (Staff) atatcd that quarters on the Eastern and Southern 
b i t w a y  were pmdcd with the Chittaranjan Locomotive Works and 
the 1.C F. rr?rrprctivcly whereas in the case of other railways, they 
had quartem of their own, w ~ t h  the result that all records were avail- 
able with them and it was much easier to assess the rent. There was 
a h  the heavy task of collecting data due to non-availabil~ty of re- 
cords because of the many organisational changes in Eastern and 
Southern Railways. Annthcr fact was that there were also various 
types of non-standard quarters which had to be regrouped in various 
units. The delay was caused by the records being not available Even 
then the staff wcm warned thnt they would bc charged retrospec- 
t ivdy from the date There was also the problem of labour troubles 
and the shnrp incrrnac in rntcs in those two Railway5 Hc a d d d  that 
there WRS n strike in 1960 and conditions had not stahilised. There- 
Yore, i t  was felt that i t  was better to waive the recovery of arrears ;nd 
not Rive priority to financial cnnsidcrations over administrative ron- 
siderations Tn reply to a question whether the revised formula was 
applied uniformly in thc .came Railway, thc witness r ep l id  in the 
aff'lrmativc. 

3.155. Tht- Committcc enquirrd whv the decision to apply t h r  re- 
vised rntc from n p:lrtiwlnr diitc on all tho Rni1wn.s was d v r n  u p  
The Finnncinl Commissionrr, Rnilwnys stated thnt there was tho 
practirnl difnculty of npplyink: thr incwasc rctrn~pecti\~clv h r ~ n u . - x  
on thrsc two rniltvnys i t  ttwk n Ionqw timc to nsscsc t h r  rmt Few- 
ever, the majority of the Railways had c a r r i d  out the  Rnilways 
Board's orders 

3.1M. The Committee hope that suitablc instructions have hecn 
b u d  to the Fbllwaps concerned that all papets*sters relating to 
house, rent'movery etc. arc nlaintained in such a manner that there 
should be noLothcr occasion where the recovery of dues is delavd or 
made ditiicult for non-availability of papers 

North Eastem Railway's Loss due to non-recovent of revised rent fir  
Roiluwy land lenwf nrrt t o  private parties-PP. 26-27. Pnra 36. 

3.157. The Railway Board issued orders in October, 1952 that the 
rent of Railway land leased to outsiders should be fixed at the highest 



rates obhinable subject to a minimum of 8T0 of the market value of 
lmd as m e d  by local Revenue Authorities at the time of leasing 
out. A quinquennial review of the market value of such land and a 
provision for revision of rent on the brrsis of such review in tllc role- 
vant agreements were also prescribed. The  rents of railway plots 
leased to outsiders had been Axed in September. 1951 and the revicw 
and revision of the rates of rent fell due in 1956. Due to difficulty in 
obtaming information regarding thc market value of the land from 
the Revenue Authorities, the revision was delayed and the Railway 
Administration issued notices in September, 19.58 warning the 11cen- 
sees of the impending revision of rent which would ht~vc rrtrc!spec- 
tive effect from 1st Avril. 1 M .  The rates were finally rcviscd in 
August. 1961 but appi~cd only from September. 1961 In respcct of 
Commercial plots and from January. 1962 in respect of Engincerlng 
plots. The nonenforcement of revised rents retrospectively with 
effect from 1st April. 1958 resulted In n loss of rwcr Rs. 5 lakhs. The 
further loss on acmunt of the mn-revision of thc rent and cnforre- 
ment of the revised rent from 1956 itself is not rcndily sssc*ssnhle 

3.158. The Committee enqulred why it took more than 5 years to 
finalise the revised rates and whether these rates were Hxed with 
reference to the market value of land as advlscrl by thc Revenue 
Authonties. The Member (Engg) stated that in accordance with thc* 
Railway Board's orders the first fixation of rent for railway land on 
the N. E. Railway was done in 1951 and the srcond was due in 1956. 
Almost a year before the revision was due to be made, lcttcrs were 
issued to the Rcg~onal Suprrintendcnts who in  turn wrotc icftc%rs to 
all the District Collertors conrcrnrd The magnitude of the jnh could 
be indicated by the fact that the number of districts affectcd was in 
the region of hundreds and the number of stations was 534 Efforts 
were made to collect the information and Collectors wore reminded 
repeatedly. But even 3 years latcr, in Dnccrnher, 19511, information 
had come in only in respcct of 76 stations out of 534 and upto April, 
1961, in respect of about 323 stations As thcrc was no  othcr mnchi- 
n e q  to find out the market value of the land, thcrc was the  c a u w  of 
delays. 

3.159. In reply to a yumt~on whether any protests wt8rc received 
from anybody when the Railway issued warning of the impending 
revision in September. 1958, the witness stated that he had no infor- 
mation. 

3.160. Asked why the revismn was imposed from September, 
1961 and not from 1st April, 1958, the witness stated that they had to 
consult their Law Officer as to whether the Railway were legally 
entitled to revise the rents retrospectively. In reply to a questlon 
whether there was any provision in the agreement regarding revision 



of rent r e t ~ v e l g ,  the witnew replied in tbe negative. Tbs Oom- 
d t k a  puintcd out that in vlaw of thmt, it was the duty of k Railway 
ta give notice to the lelrsee in 1965 that the rents wem going to be re- 
vimd and ff they did not accept that, t h q  should vacate. The Finur- 
.cia1 Commissionet stated that wanrings we= issued in 1838. 

3.161. The Committee pointed out that in pursuance of the warning 
d 1958, they should have called upon the lessees to pay the arrears. 
The Financial Cornrnlorioncr stated that although there was a warn- 
mg, it was not necessary to charge retrospectively. 

3.162. The Committee painted out that there should have been a 
c l a w  in the agreement regarding yer~odic revislon of rent. The 
Financial Commissioner (Railways) a j p e d  that there should be a 
clause regarding periodtcal mvisron of rent in the new lease agree- 
men t. 

3.163 In reply t o  a yucstion as to why the rcnt was not lcvi(*tf 
from Scptcmhr,  1961, when thc dcwslon was taken, thc Member 
(Engg)~t i~tcd thn t  thc  n p w m c n t  with this I r s s t ~ r ;  o f  t h r  c ~mmrrcial 
plots was from Scplcmber, w5crcas with !hr lcssccs Tor engineering 
plots i t  was dur to  cxpirt* frnm Janunry  Hp ntlderf that notices far 
cviction were givcn immcdiatcly. 

3.1Gd. The Cornmitt* are constrained to observe that i t  had taken 
the Jtailway Administration nearly 5 ycnrs t o  f i d i s e  the revised 
rotm of rent h r c a i ~ .  the* Aclministratiorr hnd to depend on local 
authoritiw for collection of in fo rmahn  regarding the prevailing 
market rent and alw, k c a w e  the matter was not purbut-d vigorously. 
Thcy further find that the original agreement wa. defective in as 
much ah; i t  did not include any provision for priodic rcvi4on of rcnt. 
As a result, though the notice was issued i i ~  19.58. stipulating that 
tho revisad rents would be implemented with , c:mAi\w effect, it 
would not be enforced under legal advice. 

Thc Committc-c hope that in all futurt. ncvnttments, a suitable 
clause regarding periodical revision of rent would be added, as 
a g r e d  to by the Financial Commissioner. 
Norillern Raitumy--encroachment on Railway land at  Kanpur-para 

37, page 27. 

3.165. A private Arm which held a pilot of Railway land measuring 
1435 sft. on lease from September, 1941, applied for lease of a further 
area of 28, 797 sft. in October, 49. On investigation, the Railway 
Administration noticed that the Arm had already been using varying 
amas of this land from tirne to time for unloading their wagons 



*vfng rise to mtrovemics about e n m c h r n e n t s  and, theredon. 
rdvisd them in January, 19%) that their application could not be 
ans idered  in view of their unauthorised occupatian at the land and 
%he the  e n c m a c h e n t s  should be vacated within 14 days. The Ann 
.ignored even the further notices for vacation issued by the ibi lway 
Administ ration between 1953 and 1954 and continued occupation of 
t h e  land until 20th April. 19S,  when they vacated the major portion 
of the area, retaining 3.283 sft. of unauthorised land. They also 
admitted in April, 1954 that they had occupied 11,780 sft, of lnnd 
(as against 28,797 sft. indicated by the Administration) from 14th 
August, 1949. But when a further notice was issued by the R i l w a y  
Administration in March, 1955 to pay up the nrrt.ars of rent, the 
firm went back on their earlier admission and co!~tcndcd that no 
iand was undcr their unauthorised occupntion. Betwccn July, 1955 
and March, 1958, the firm enjoyed the use of 21,000 sft. of the some 
plot of land by containing the leasc from the Railway in the nnme of 
another p?rson and paying the rent. The lease granted in  July, 
1955 was terminated by the Railway on 1st April, 1958 as same pucca 
structures had been constructed on the site. But the firm continued 
occupation of the land unauthorisedly in spite of a notice scrved on 
them by the Railway it. November, 1959. The Railway filed en 
application on 22nd J a n u ~ t v ,  1964 before the Estate Officer for 
eviction of the encroachment and recovery of' rent and damagm 
amounting to Rs. 95,832. 

3.166. The Committee enquired whether any mponsibility had 
been fixed for the inadequate action taken by the Railway Administ- 
ration at diderent stages in the matter of noticing the encroachments 
and taking appropriate action to evict the firm and recover rent md 
damages for the period of the encroachment. The Member (Engg.) 
stated that a Committee consisting of three Deputy heads of Deptts. 
-a Deputy Chief Engineer, a Deputy Chief Commercial Superin- 
tendent and a Deputy Financial Adviser had been constituted to go 
into whole question and fix the responsibility on the staff involved 
in these cases. He added that this Committee was appointed about 
10 months back. 

3.167. In reply to  a question as  to whether the Ann in  question 
had anything on the railway premises, the witness replied in the 
negative and added that the trouble in this carre was that they had 
been using the strip of land between the Municipal Road and theit 
~ w n  factory for various purposes like stacking of goods. 
m (n i l )  t -7. 



8.168. The Committee enquired whether tbere was any ma- 
Sor detecting encroachment on Railway property. The wit- 
stated that there was some machinery whlch was rather outdated 
but It was proposed to strength it suitably. In Kanpur tbey propord 
to appoint a spxial staff for the purpaec, for which oanction hed 
bren given. 

3.169. The Cornmilttee enquired how the A r m  was ellowed to 
continue in unauthoriocd occupation after the Railway Administra- 
tion came tn know of the encroachment, the witness stated that 
men  if the firm had been thrown out, there was no one clsc who 
muld take that  lease. So the only course was to try to p w u a d e  
the firm to pay which they refused. Upon being asked as to the  
amount being paid by the flrrn, the witness stated that land measur- 
ing 1435 sq. It. was leased to ft on Rs. 11 1 per vear upto 31-3-1961 
$tam 23-9-1 941 

3.170 The Cnmmittcc potntcd out that it was only in 1W9 when 
he applied for leasc of additional land that i t  was discovered that 
the firm was unlawfully occupying an arca of 28,797 sq. fee t  more 
for which thcy did not pay anything. The Financial Commissioner 
Railways s t ~ t c d ,  "It looks like that." 

3.171. The Committee desired to be furnished with a note 
showi3g. 

(a )  the  date when the Dcpartmcntal Committee was consti:uted 
to go into the whole question and Ax responsibility on the staff in- 
volved; 

(b) the total amount recovered from the party from time to time 
and if no recovery had been made, the reasa7s therefor; 

(c) the details of such cases of encroachment of Railway property 
et Kanpur; 

(d) ( i )  the number of times the leases were given to the party; 
( i i )  the numbw of time notices were issued to the party to 

vacate the land; 
(iii) the steps so far taken regarding eviction ctc.;  arid 
(iv) the number of cases of encroachment reported by the Corn, 

missioner, Kanpur to General Manager and the action taicen by tbh 
latter; and 

(e) Any oddlticrnal information available about paras 37 and 38 
of the Audit Report. 

The information furnighed by the Ministry is at Appendfx XllI 
8.172 The Committee enquired why no further action was taken 

to evict the firm WI 'fke-1-1966 when a notice had been served oa 



them in November, 1959. The Member (Engg.) stated that generally 
speaking, correspondence had been going on almost continuously in 
order to persuade the A r m  to pay up the arrears of rent as well as 
the current rent m that the need for ousting them might not R ~ I S C .  

3.173. The Committee are amazed to And the gross indiffcrcncc with 
which the Railway Administration have been punuing the cuse. 
Even thoagh the fact of cncroachmcnt cnnw to the notice of the 
Administration in October, 1949 no effective action cxccpt issuing 
notices and reminders was takcn between IB3 and 1934. It  is all 
the more surprising that i n  July, 1955, the firm managed to obtain 
l e ~ w  of thc same plot of land in the nnmc of another percsun and 
paid the ren: but no follow up action was taken to recover the rent 
for tbc period prior to July, 11955. And even though thc I tme  was 
terminated in April, 1958, the Arm continued to be in urrauthoriwd 
occupation despite notices and it was only in 19G4 that thc Railway 
flkd an application before thc Eu:atc. Officer for eviction and recovery 
of rent and damages Dnring the course of evidence, it wnlr siatod 
that, ". . . . even if w e  had compellcd this firm to virwtc this strip of 
land many years ago, the net result of this would be that tho land 
would have remnincd vacan: and no one else can prohnhly use it." 

3.174. The Committce consider this to hc rnthcr a s'rangc wny of 
trying to covcr up delays. They feel that whilc granting the lense 
of plots the nntccidcnts etc. of a firm are not verified or a t  least 
these were not done in this case though the firm was a hrrhiiual 
odender. The repeated offences of the same nature committed by 
the firm with impunity lead thc Committee to infer that such a 
thing is pos~ible only with the connivance of the onicials. The Com- 
mittee, however, expect that the Department .should show greater 
inltiativc and ensure that such cases are finalised without any loss 
of time. They tms t  that the Enquiry Cornmiltee will finish their 
w o k  more expeditiouily. It is also necessary that the proccduro of 
grant~ng leases 'lic~n-ses for the private u w  of Railway land is gone 
into with greator care and all loopholes fa? wcurinq in this case) 
are  plugged so as  to prevent recurrence of similar cases. Tlrc Corn- 
mitAee were informed that the machinery to check and prevent cases 
of cncroarhmcnt is being strengthened. They hope .hat simifnr 
machinery will also be introduced, if not already in existence, in all 
such industrial areas where the cases of mcroachrnent are  frequent. 
The Commit'ee would like to be informed of the findings of the 
Enquiry Commitlcc and the ac:ion taken thereon. 

Loco Component W o r k s - V a 7 a w a r a  40, pages 29-30. 
3.175. The following is the histcry of the Loco Component Works 

h j e c t  which the Railway Board decided in 1956 to set up ss a Pro- 



ductian Unit at Vet7inesi to manufacture component for Sttrm 
k o m o t  fvm. 

April, 19%: Et-rginecr-in-Chief appointed and the nucleus of the 
organlwtlon was aet up 

March, 1937: Project rcviuwed by the Railway Board in the 
background of the polky of proprc sive dksc1:sotion and decisicn 
taken to go ahcad with the Projcct on grounds of opcraticnal neces- 
sity although the hl.nistry r a f  Finance d ~ d  not regard it as of suf3- 
eiently hiail priority for rclctast! of foreign exchange. 

Scptcrntwr. !!r:i7 Work r~ i~ t ln! :  to cnnstrucwm of buildings com- 
rnenccd 

April, 1058: Project esttrnatc for I k  4.79 crorcs approved fixing 
3 1 ~ t  Mitrch, I961 as the date for the completion of the project. 

Work temporarily suspcndcd from February, 1959 to June, 1960 
drtr to d fllculties in arranging adequate power supply. 

Work suspcndrd again from May, 1961 to February, 1962 due t o  
difnrultics in :ettling the design of some shops. 

Mcanwhile, an expcnditure of Rs. 28.01 lakhs was incurred on 
the pay and allownnres of the stuff employed bttwccn April, 1956 
and March, 1962 and Rs. 14.54 lnkhs on other general charges against 
the provision of k. 37.94 lakhs and Rs. 2386 lakhs respectively on 
this iiccount in the prvjcct cstimntc. Thc expfndtture cn the cons- 
truction of workshops and storcs buildings and procurement of 
workshop equipment was, however, only R .  28.19 lakhs and 
Rs. 29.14 lukhs respectively against the provision of Rs. 133'22 lakhs 
and &. 1Cl43.11 lekhs in the prrject E?imate. 

No IOCQ components wore octutllly produced up to the end of 
March, 1962. An attempt made in May, 1960 by thi. Loco Component 
Works to undertake mnnufncturc of 10,000 numb~r of super heater 
clCrncl~ts p n.. for  Cl\ittarnnjnn Locomotive Works provtxl abortive, 
resul:ing in an expcnd:turc c\f Rs. 12,630 on freight and handling 
charges for collecting and returning raw materials etc. 52 axle box 
bodie. were machined for a private company at a cost of Rs. 20,847 
in 1961, but a payment of Rs. 2,775 only was received as the private 
company did not agree to the actual cost incurred. 

The project accounts were closed on 31st March, 1962 and ths 
total expenditure of Rs. 1.95 cmres spent upto that date was trans- 



tenrd to the Diesel Locomotive Works Project, which was estab- 
Isshed on the same rite using the structures and maahinery available. 

Information about the expenditure i n w e d  in making altera- 
hons to the structures and machinery fcr being used for the second 
project and whether any portion of the assets created fur the first 
projc~t is lying unutilised, is not readily available. 

3.176. The Committee desired to know as to what was the urgency 
of the whnlc project to be set up inspite of the opinion of the Finance 
M*nistry to the contrary. The representative of the Railway Board 
statcd that after a study that was made In 1955 of all the requirc- 
ments of components and of the workshop capacity of ull allied 
items, it was recommended by a particular ccmmittee that since the 
railways were very short of locomotive (components), which in 
turn was affecting the maintenance of locvmotivcs, some central 
loco component shop, where loco components could be mad?, should 
be set up. It  was in pursuance of this decision that in 1996 the 
Railway Board had decided to set up one such factory at Banaras. 
The Financial Cornmi-,sioncr, Railways further added that the Minis- 
try of Finance should not be understood as the finance associated 
with the Ra~lway Board. The Ministry of Finance's cons:deration 
was In regard to the allocation of foreign exchange and in order to  
minimi-e or eliminate the import of machinery, it was finally decid- 
ed that the factory should start with only free items obtained from 
surplus war-time holdings. In regard to allocation of foreign ex- 
change, the Finance Ministry had given low priority to this project. 
The shortage of foreign exchangc and general foreign exchange 
control started round about January,  1957. Right through 1956 and 
in the earlier years once the :anction for a project was given, it  was 
deemed to include foreign exchange. Then even sanctioned projects 
were reviewed because of foreign exchange control and that was how 
it happened that the project was objected after the dccis:on. The 
control which was disbanded some years earlier was re-imposed 
round about January, 1957 and all Ministries were asked to refer 
their current requirements even for sanctioned projects. 

3.177. In reply to a question, the repwcntative of the Railway 
Board stated that soon after the decision to set up  this particular 
workshop was taken in March, 1956, the appointment of the Engi- 
neer-in-Chief was considered as that wa the normal procedure. 
When the administrative approval was given, a nucleus organisation 
was set up a t  Banaras fo? darting this project but the order for 
machinery could only be placed after the foreign exchange was 
released by the Finance Ministry in March, 1958. Whenever any 



~ j e d  of fhtn nahm was sanctioned, a senior dvit engineer oi 
Administrative rank had ta ga ahead with the making of plans, 
estimates and to plan for all the preliminary works that he hod to 
undertake for thc purpose of getting proper sanction and even the 
mecution of the work. 

3 178 Aqkrd ai; to what was the forc~gn exchange cornlwnent 
af this st.hr*mc*, fhce witncs: slalrd rt was Rz 1.Gi: crorcs in 1957 The 
Financud Cornm~rurioncr, Rslilwoys also slated that mainly surplus 
machinery wcre allowed to be imported which the staff on the place 
rwmdrlioned and had it ready. While the locomotive componrnt 
workshop could not tw con!~dered to be a success, i t  was the most 
important foundation laid and the dlcsel loccmotivc works were 
able to over a11 the assets to assemble and turn over engines easily. 
The witncs; added that the system of foreign exchange control sud- 
denly came !jack in 1957 when cvcn sanction could not be given 
withou, c1r;~rtrncc. The Finance Mmistry was hesitant rnai,:ly on 
account t r l  the Plann.ng Cornm~ss~on not bernfi ent irply convinced 
that the scheme was of the highest priority 

3.179. A kcd as to whether it was adv~seble to start a project 
without ensuring that the forcign exchange would be available, the 
Financial Commissionw, Railways, stated that at  that time the 
forctign cxchangc control was really super-imposed on the adminis- 
trative muchinery. Thc Finance Ministry a p e d  to allot forcign 
exchange in 1958 and thc project was going on rince 1957 and at that 
time it was permfssiblc because fore~gn exchange was not refused. 
As a matter of fact it was not an irregularity as the Railway Board 
wcrc nski~ig the Finance Mini: try fcr foreign exchange. When the 
Committec desired to know the circumstances under whxh  the Rail- 
way Board reviewed and dccided in March, 1957 that they should go 
ahead with the project, the witness stated that in 1957 the Finance 
Ministry was of the view that the  Railway Board could go forw~ard 
with the projcct as it was considered to be of high priority by the 
latter. It was a question of allotting foreign exchasge and being 
guided by the view of the Planning Commission the Ministry of 
Finance changcd the-ir view though they were not entirely convin- 
ced. 

3.180. The Committee pointed out that as the foreign exchange 
was assured in March, 1958, there were no valid reasons for the 
rbandonment of this project in 1982. The witness stated that the 
surplus machinery as well as power shortage were the reasons for 
the factory to make a very halting progress from 19!M to 1960. The 
difTiculty &out foreign exchange was one of the wasons for the 



p r o p s  of the project It mtght not be the wrcm for aban- 
doning the project. Th+ witness pleaded that wery  project hrd to 
face dimculties and progress had been made in spite of those difficul- 
ties. He further addcd that when the deckion to set up the loco 
component works a t  Manduacion was taken, assurances wen? given 
by the Chief Minister, U.P. that there would be ;lo dimculty in the 
requ;red land being made available and the electric power would 
be supplled a necessary. When there was difficulty to get adequate 
power supply. the Railway Minister had written to the Chief Min- 
ister, U.P. The U.P. Government infcrmcd in writing that in case 
the supply company expressed their inabi1;ty to cupply power, the 
questlon of granting direct supply by Govcrnmcnt from Rihnnd 
could be considered, (but this could only be done after specific nega- 
tive reply was received from the supply company. 

3.181. In ancwer to a question. the representative of the Railway 
Board stated that before going ahead with the project they d'd not 
ascertain from the Banaras Electric Supply Company whether power 
would be available. They had proceeded on the basis of the assur- 
ance given by the Chief Minister of U.P., as early as 1956 before the 
project was approved. It was assumed, therefore, that power would 
h available as required as the assurance came from the highrst 
person in the State i.e, the Chief Minster of U.P. The wit~less ~ d d c d  
that the availability of locomotive compoaents was quite good now 
and more favourable than what it was svme years ago. They had 
also in t rducrd  the in-entive system of work-ng in moit of the work- 
shops which had improved productivity. Their efficiency of work 
was not suffering for want of components. The requirements of 
components were being met partly from their own workshops and 
partly from the private sector. 

3.182. Asked as to whether the assessment had been made about 
the  infructuous expenditure on the whole project, the witne-s stated 
that as mentioned in Audit para itself, the total expenditure upto 
the time the acoounts were closed was Rs. 1-95 crores, which was 
transferred to the Diesel Locomotive Works project. The break- 
down of this figure was not readily available as to how much wan 
spent on capital works and how much on stafT employed etc. The 
major items were buildings and other structures which had now 
been modified so as to dovetail them into the structures planned for 
D.L.W. project. In the major items there was no infructuous ex- 
penditure. They had taken into account that the structures, the 
equipment etc. that were there would be required and the useful 
for the D.L.W. project. The Financial Commissioner, Railways added 
that m far as capital expenditure was concerned, except for romo 



5.183. The Committee desired to be! furnished with a statement 
mat ing: -  

(I) What were the machines which were originally m e  
for the Loto Component Works Project and w h ~ c h  were 
tran ftrrcd later on to the Diesel Locomotive Works 
Project; 

( i i )  Informetwn about the expenditure incurred In maklng af- 
tcrntluns to the stru rums and machinery for b ~ i n g  uscd 
for the sccond prqcct and whe?hcr any portion of the 
nswls crcatrd for the first project was lying unutilised; 
and 

( 1 1 1 )  Proport~un of thc? foreign exchange sanctioned for the pr* 
jcct m d  ~ctunl ly  utilised and the total va!xc of the com- 
ponents manufncturd in this project upto Blst March, 
l9R2 

The information furnished by the Ministry is at Appendix X N .  

3.184. Asked as to why they could recover only Rs. 2,775 from a 
private firm fur the manufacture of 52 axle boxes, the witness 
stated th3t the party wa.s o prlvate firm vcr., F.A.G. (India) whicb 
had a collaborntion agreement with the German firm whi-h s u p  
plied axle boxes to the h i lways .  It was really more a method of 
accounting which gave this higher figure rather than the actual 
cost. This particular firm had given the same job to the Cen t rd  
Railway a t  Rs. 75 per box and when the same job was given to the 
L.C.W., it was nctunlly without working out the estimated cost of 
thc work by taking into account not merely the direct labour 
charges and store charges but also the "on costs"' such as general 
"on cost", profornra "on costs" etc. etc. In a developing project if 
all these things were taken into account for a small work, the cost 
would be very large. The babis on which they would do the work 
for an outsider was that they would charge same price as the Cea- 
tral Railway had charged for the same work i .e. Rs. 75 per box and' 
this wns agreed after the work was taken. The witness admitted 
that there was no basis when the work was taken from the private 
company as the primary intention was to give some load to t h e  
L.C.W. The price was not settled beforehand. L.C.W. were given 
the jab more RS a measure of finding some work for them and tol 



tbam pnctice 'Ibe Fhanci.i Commlolonu, Rsilways stated' 
that the prim wm settled an the same basis as the Central Railway 
hpd theis costing and charged for this item. The witness conceded 
that this private firm was to supply these axle boxes when com- 
pleted to the Railways and i t  was on a contract basis. There was a 
Bxed rate of supply for the boxes and the private party must have 
given it a t  that fixed rate. It was for the private party to get the 
job done, some part here and some part there, wherever it was 
convenient for thcm and the Railways were to recover whatever 
be the reasonable mst and they recovered on the aamc basis as the 
Central Railway. The witness admitted that this was not a good 
transaction. What they were trying to explain was that the price 
had been fixed properly and the price fixed for L.C.W doing the 
job was fixed on the same bass as the Central Railway were charg- 
ing them. If the L.C.W. took into account the labour over-heads 
ana all that, thc prlce would be extremely high. It was settled 
that they could not really charge more than what tile job was worth. 
What the job was worth was settlcd as what the Central Railway 
had charged for the job. The witness further explained that it was 
not exactly the manufacture of thc box bodies but the job was one 
of machining for which the firm could have their own arrange men!^. 
As a matter of fact the job for which the Central Railway had 
charged Rs. 75, the Locomoti~v Components works could not charge 
Rs. 401 and, therefore, the price was settled s t  Rs. 75. The cost of 
labour and stores was recovered by this charge but the shop-on- 
cost and proforma-on-cost would be A huge sum of money. 

3.185. The chequered history of the Loco Component Warka Pro- 
ject and the fact that the Project had u1:imately to be abandoned 
in 1962 indicates that sufficient care and thought were not bestowed 
at the time of starting the Project. The Committoe fail to undershnd 
how the Railway Board could decide in March, 1957 when they re- 
viewed the Project in the background of the policy of progretrive 
dieselisation to go ahead with :he Loco Component Works project on 
the grounds of operational necessity although the Ministry of Finance 
did not regard this project as of sufficiently high priority for release 
of foreign exchange. The fact that the requirements of locomotive 
components are being met partly from the existing workshops and 
partly from the private sector, shows $hat the Railway Board's deci- 
J o n  in March, 1957 to go ahead with the project in the 
face of the accepted policy of progressive dieselisation lacked jusiifi- 
cation. It is also unfortunate that the work of the project had to 
be suspended from February, 1959 to  June, 1960 due to ditflcul'ies 

-ng adequate power supply, and again from May, 1961 to. 



Fdbmaq, 1962 dw to 4mkawm ia rstftic# tb. rl rrrr 
sbopa, la regard to the mppty d parpcr, th4 prow . p . b ~ r f t k  dli 
MI: maintain praper Ihium rrtttr tbe local rutboritkn, 8 4  ralftal 
om ~lc;ncnrl arromncc given by the Chid Midsts+ of U.P. Wore 
t3rs project w u  approved, they did not evcm w a t r i n  frola tb 
Efectrlc Supp!y Company at Bannra~ whether p v c r  w d d  be 
avuilrvbfc a d  as n rtmt; of all thme, the work had to be nwpmdd 
lot  25 months. I n  thc note furni(rhcd a u b q t c ~ a t l y  which iw a: A p  
pcendix XIV. the Cmnmittee find that oat of 317 machines p r a c o d  
for :he Imcomotivc Componcnf worku, 210 were received f r e t  of 
cost and only the charges for freight, cu%tomm and handling bad ta 
bt paid. Whcn ~luhwquent exnminalions were carried out by tbe 
I..C.W. on receipl of the machines it was found tha: some of them 
could nat be utiliwd arc their condition and ptrformance were not 
witable far the specific p u r p w  for which thcy were required and 
a numbcr of machina were also rtcc.ivcd deficient of componcntq 
whirh muld not be obtained as the machines were obsolete and 
there were also defect* which could not be rectified. Of the 210 
mnchincs, 69 machinm vrlucd at Rq. 5.42 lakhs had been found 
rurplwr to the rpquiramcntt of L C.W 

The Cutnmittoe arc surprised tu nofc that these machines were 
act-t*prtbii without any physicnl tbxamination and thcy wcrc a rcq tcd  
only 0 1 1  tltc hash of brief prrticulars furnished by the supplying, 
arrtlwtitic*\. The Con~mittcc would like to hc informed whctber 
63 merhincs valued ut H.. 5-42 Inkhq which were found surpluq havo 
hcea put to any ultcrnalive nrc, and if w, where. 

3.186, Froln all thew factors, the Cammitbt cannot bu: come to 
(be conclu~ion that the whole scbema was envisaged on the basb 
of probabilities and its execution during the short period it survived, 
lacked the *attention for details", as  a result of which ?: brd to be 
abandoned. The Committee would l i b  tbe Railway Board to work 
out the infructuous expenditure incurred due to ahandoament of 
the project, after Wring due credit fm the assets t t l t m f c ~ ~ ~ I  to the 
D.L.W. Project. 



Suuth Eastern Railway- >It: ;:airadi Bridge Project - -Pam 43, pmer  
31-32, 

5.188. The contract for a rail bridge over Mahanadi river war 
negotiated with a particular firm as the Railway Administration 
thought that this flrm who had undertaken, in the past, the construc- 
tion of sirnllar major bridges over the Ganga and Brahamputra 
rivers, alone had the ability. equipment end experience to undertake 
work of such magnitude involving steel caisson ~ n d  pneumatic sink- 
in g. 

3.189. The contract, anter aha provided for a lumpsum payment 
of Rs. 3 lakhs for providing and keeping at  site as stand-bye one 
pneumatic set complete in working order till completion of the sink- 
ing work. Similar lump-sum payments had been made to the samc8 
firm for their contracts for the Ganga and Brahnmputra bridges also. 
It is understood that such a set is estimated to cost about Rs. 12 lakhs 
compared to the sum of Rs. 8.92 lakhs paid to this firm as main or 
sub-contractors for keeping the plant at the site of work. 

3 190. The Committee desimd to know why open tenders were not 
inwted In case of Mahanadi bridge and why Mcssrs Hindustan Cons- 
truct:on Co. werc chosrw for ncgotiation although competi:ivc tenders 
had bem invited in other cases. The representative of the Railway 
Board stated in evidence that the well foundations proposed to be 
u'ilised in the case of Mahanadi Bridge werc of such nature that it 
was felt that no other firm would be able to do the job within the 
time available. Through open tenders only this firm had got the 
Ganga Bridge contract and then they got also the contract for the 
Braharnputra Bridge. Subsequently open tenders were invited for 3 
smaller bridges on the Wcinganga, Hasdeo and Ih  involving steel 
caisson and pneumatic sinking, though not to the extent of Mahanadi 
Bridge and the contracts were given to this Arm. The Brahamputra 
Bridge Project was completed in the first half of 1961 and immediately 
thereafter, negotiations were started with this firm for the Mahanadi 
Bridge and the rates were based on the Ganga Bridge built earlier. 
Subsequent to that there had been an upward trend in the rates. The 
witness added that in the case of Weinganga and also Mahrnadi 
Bridges the wells had gone down 100 ft. below water. 

3.191. In answer to  a qumtion, the witness stated that in the case 
af Ganga Bridge, ft was by open tender and Brahampufra Bridge wrr 



by negotiation. h u t  Ganga Bridge only oat tender was receSIlcrf 
from the Hindurton Constructioll Ca and the contrac! was given to 
them rr t h b  firm had the necessary know-how and the equipment to 
rarry out the job. A3 regards rates, the witness added that detailed 
negottrtions were carrted out at  the highest lcvcl and i: came right 
up to the Itailway Board and every effort was made to ensure ;hat 
the r a m  whurh were Rnally Axed were reasonable in the case of 
Gango Bridge. Subsequently in the case of Mahanad~ Bridge, the 
rates for ccrtam items were f xed higher than the rates in the Ganga 
Bridge. In the Ganga Bridge the exact cost ol the matcrtal. labour 
~ n d  transport etc. was known and the same basis was adopted in the 
caw of the Mahanadi Br~dge. The witness added that the technique 
was the same for all the bridges but the magnituje was different. In 
the caw o f  bridgc*~ whwc thc magnitude of thc p r ~ b l e m  was not so 
big ar in the case of Mahanadi, tenders had been given to other firms 
Hnwever, t h t ~  firms h'rd not t h e  pneumattc equipment which would 
be of thc type that wos rt-qu~rrd for s.nking wells to 100 f t .  below 
water levcl. They dtd not inv~te  tendcm bccntioe invitation of ten- 
ders would have taken r very much longer time In this case time 
was also important as t h ~  brrdgc was bull: on 81 doubling which was 
needed for transportation purposes. The Financial Commis.sioner, 
Fb~lwaya add& that in  India the biggest bridgm were the Ganga 
and Rr:lhamnputra Bridges and next to them was the Mahanadi 
Bridgc nnd that was a big job which required an experienced con- 
tractor. In nnswcr to a cjucstion, the Committcca wcrc informed that 
tho amount of foreign cxchange given to the Mahanodi contract was 
Rs. 12.5 Inkhs and this party was being given fvr~ ign  exchange in re$- 
pect of c v w p  contract. Askcd ns to whether there was any limit or 
any qu~liflcation to the financial powers of the Railway Boar3 either 
by any published or dcpnrtmcntal rules, the witness stated that so 
far  as  nctual delegation of pnwcrs was concerned, there was no limit. 
The Committee were also informed that in this case the decision to 
give the work to the Hindustan Construction Company was taken at 
thr level of the Railway Board. 

3 101 The corn mitt^? rlcsircd to be furiil.,hea with a statement 
indicating in how many cases contracts above 10 lakhs in value had 
been given without tenders and in the case of the Hindustan Cons- 
truction Co. in how many cases contracts had been awarded without 
tenders an3 the totnl foreign exchange allotted to this Arm in respect 
d different contracts, though some of them might have been given 
in open tenders. (The information might be given since the contract 
for the Ganga Bridge upto the present time. Particulars of the case 
of Rihand Bridge far which open tenders were invited in I962 might 



a h  be included.) The i n f o ~ t i o n  hvnished by tlw Mlnbtry u at 
Appendix XV. 

3.193. Th5 Committee while pointing out that the estimated cost 
of the pneumatic set complete in working order was only Rs. 12 
1:rkhs but the tutal amount paid as !):re charges for the same was 
IL. 11 92 lakhs (Rs. 3 lakhs in each case), desired to know whether it 
had been considered by the Railway Board to purchase one such set 
and hrre it out to the contractors in cases of necessity. The reprc- 
:;-~ntativt. of the Railway Board stated thnt the cost to the firm includ- 
cd cost of rail transpiirt from Amingaon t , ~  Barnng and then road 
transport from Barang to the project site Itself and instnllntinn. The 
total approximate cost would come to Rs. 1,02,000 and in addition to 
that for a period of 18 months certain percentages hnd been charged 
which would t u  thc normal prrcentage for s!orage c:c. and would 
bc a little over Rs. 3 lakhs. It was not a case of a lump sum given 
to the firm for which they did not incur any expcnditurt*. The pay- 
mcnt of Rs. 3 lakhs made to the contractor was not in the nature of 
hirc alone. 

3.194. In answer to a question, the Financial Comm~ssioner, Rail- 
ways stated that the Board had invited tcnders for the purchase of 
two sets of such equipment about a year back. Equipment worth 
Rs. 38 lakhs was being acquired out of which thc foreign exchange 
element would be Rs. 12 to Rs. 15 lakhs. It  was conceded that they 
had thought of it after all these bridges were constructed. The w i t  
nc3s added that this was an arrangement for a stand-by equipment 
but at the same time it was also not 100 per cent stand-by equipment 
exclusively for this work. The contractor could get some money out 
of it by using it in ofher works. The cost of the firm was really the 
actual railway freight 6 per cent on interest, 6 per cent normal re- 
pairs per annum and maintenance and 2 per cent storage and handling. 
Thus 6 per cent for normal repairs and maintenance would be an 
inducement for the contractor and this in fact might be a part of 
overheads for a larger contract. 

3.195. Asked as to why the purchase of this equipment was not 
dxided earlier so that the monopoly could be broken, the witness 
stated that after the Ganga Bridge, Brahamaputra Bridge almost fol- 
lowed and there was no time to procure the equipment. The matter 
of purchasing this equipment by the Railways was considered only 
when Mahanalii single tender was being negotiated. They wanted to 
break the monopoly of the Hindustan Construction Co. and thst war 
why thw wanted to go in for similar contractors who were capable 



d doing drslflar types of jobs provided they cauld have tbe rpsd.ll+- 
d classes of equipments In answer to a question, the Committee 
were informed that as a result of negotiations, the Hindustan Cons- 
truction Co. had reduced the rat- and that thc reduction was about 
Ra 2 lakhs in a contract of Rs. 1.60 mores. 

8.196, The Comrn~ttce desired to be furnished w ~ t h  the information 
as to what wcre the orrginal quotst~ons given by the Hindustan Cons- 
tructitm Co. and the extent to which 'he rates wcre reduced as a result 
of negotiations. The information furnished is at Appendix XV. 

3.197. Asked un to whether any list of approved contractors was 
maintained and whether it  was revised at regular intervals, the wit- 
ness stntrd that thc list of approved contractors was maintained and 
rcvisrd hut thrrr was no spwifrc period laid down. It was revised in 
the reenst* that whcn~ver  any conbract:ws had applied for inclusion of 
thrir names in the list, the names were added. Similarly, the con- 
tractor9 w h w ~  work W ~ S  bad were also removed from that list 

3.198. From the evidence tendered and the notes furnished by the 
Ministry, the Committee are s u r p r i d  to lcarn that 6 contracts of 
btldge  work^ including the Mnhenadi Bridge Project above Rq. 18 
Idchs each were awardcd to MI* Hindustan construc~ion Co. Ltd. 
withaut tcndcrr during the period 1934 (when Gangs Bridge Contra4 
wna awarded) to 1985 Also during the same period the ta!al amount 
of famlgn cxcl~ange allattcd ta this Company for importing e q u i p  
mcnt for thcac rontrnc1.c amounfed :o more then Rr. 63 lakhs. The 
contention of fhe Ministry (hat "Thc well foundationr, proposed to 
be utilised in the caw of Mahanndf Bridge wcre of such n n a h n  that 
i t  was felt that no other firm would be able to do the job within the 
time available" doer not appear !o be correct in view of the fact that 
no tenders were invited. Since 195.4 the only firm which was atvnd- 
ad contract5 wi'hout tender for bridge work5 above R.. 10 lakhs was 
the Hindustan Conttmc:ion Co. and even in NovernSer, 1M1 when 
the contract of the Mahanadi Bridge w a s  given to them. f h t  Railway 
Board did aot even think that after a lapw of about 7 years there 
might be same other flnn'flrms who also could do the job equally 
well. The Committee cannot but deprecate the tendeaq of awarding 
con:rwh for huge sums of money (inchding substantial amount3 
at foreign exchange) without inviting tcndm. Theg d a s h  that such 
r pnctics should wt be nwrted to In fntrve except in case of me?- 
paw and the normal health7 ron~cn!ion ot inviting tendm s h d d  
be fallowed, 



at# The Committee m tlso pertvkni to ktra that the Roil-p 
Rmd ts pry r smn d Bs. 8.92 hkbs to the Hindustan Cons4rucSon 
Canpamy fmr providing and keeping ant ptlrum~tic set rs d a d - b t  
at fbE dte  mf the work wbm tbe estimated cost of such a ost was 
mfy Bx 12 1- They regret to learn that the question of purchas- 
ing tbh equipment by ;ha Railways themuelves was only considered 
wbcm Mahanrdi Bridge singit tender was being ncgotiatod. If tha 
Minhtry bad given carahrl convideration to the putchaw of such a 
wt earlier they would not only have saved this sum oE Hs. 892 irkhe 
sper~: on hire charge5 etc. hut wuuld rlsu h ~ v t  p o w ~ s i ~ d  the set for 
similar work elscwhcrc nnd the que\tian of purrhn4ng two wrh sets 
of equipment now cos.ing RI. 38 lakhs (of which foreign cd l~nnlrr 
element would be Rs. 12 to 13 lakhc) would not hrve arisen. Thc 
Committee woold, thrrcfore. like to s'reus that the R ~ i l w n y ~  shortld 
devise ways and means of undertaking some adv~nce planning. wi:h 

vhw to effect savinp over a long period. 

North Eastern Railwag-Pagment of atrear Sales Tax dires i n  respect 
of Railway Grain Shops situated in the State of Bihur-Para 44, 
page 32. 

3.200 According to the Salcs-tax Act of the Bihar Governmcnt, 
certain commodities other than ccrcals and pulses were subject to 
mles-tax from 1st October, 1944 and cereals and pulaes themselves 
were suhject to sales-tax from Iqt April, 1949. This Railway did not 
collect the sales-tax from th-ir employees from 1st October, 1944, 
nor on cereals and pulses from 1st April, 1949. As advised by the 
Railway Board. the Railwav Administration wrote to the Bihar 
Government in April, 1948 that since the Railway Administration is 
not a dealer, i t  would not come under the purview of this Act. When 
this was not accepted by the Bihar Governmcnt, the matter was 
again referred to the Railway Board who finally acceptcd, in Decem- 
ber, 1948, the liabilitv of thc Railwav Administration to pay the sales- 
tax. The Railway Administration, hqwcver, started recovering scles- 
tax only from 1st January, 1949 in the case of commodities cther than 
cereals and pulses and from 1st September, 1950 in the case of cereals 
and pulses. 

3.201. The Bihar Sales Tax Department, however, claimed crreara 
of sales-tax on the sale of commodities other than cereals and pulses 
for the period from 1st October, 1944 to 31st December, 1948 and on 
cereals and pulses for the period born 1st April, 1949 to 31st August, 
m. 



8202. R q u e m  of the Railway Administration for waiving tbt 
amount or revim and reduction of assessment were turned down by 
the State Government and legal proceedings were rtartcd by tbe 
Sales-Tax Authorities in September, 1961 for recovery of the due& 
A warrant of ~ t tachmrnt  of the station Mrntngs wiu also issued by 
the Ccrtifi-ate C)fliwr, Mtazaflarpur for the realisation of Ik 59,969. 
T ~ P  Railway Adrninirtration paid the amount under protest and in 
the abscncr! of nny favourable drcision from the State Gavernment an 
Its r~prewntation, h i 1  this pavrnent regularibcd on 13th April, 1961 
undcr the sanction of the Railway h a r d .  

8.203. The Enquiry Comrn~ttee appointed by the Railway Adrni- 
nistratinn which inquired into the reasons for the non-recovery of 
taxes from the railwav emplqxva came to thc conclusion that the 
non-rcctrvery of st~lcs-tax on cc.rcols and pulses was due to the fact 
that the Irllhar Covernmcnt's Notifiratlon of 1st April. 2949 escaped 
the notirr. of thc authorit~es of the t h r * : ~  Railway Food Department. 

3.20.1. At tht. trutwt, thc reprcsentntive o f  the Rallwap Board sated 
that in this cuse there was no doubt that there had been lapses. The 
Audit para was correct and due to negligence on  the part of the staff 
there had been a let down in thc collection of sales tax from the em- 
ployccs. In 1944, when the Salcs Tax Act was introduced in Bihar, 
the grain shops on the Ex-O.T. Railway were not collecting any 
sales-:ax from anybody. I11 1948, when the matter came tn the notice 
of the Railway Board, i t  was immediately referred to the Law Min- 
istry, wherc although the Advucate-General had earlier dealt with 
the question of sales-tax pcnersllv, his attention had apparently not 
been drawn to the sp~cific question as to whether the Government 
was carrying on business when it supplied foodstuffs to the 
employees. The Board were advised that it would be worthwhile 
disputing the payment of sales-tax undcr this head also and contend 
that Ra~lways were merely real'sing this cost and tlot carrying on 
any business. When the Korthern Railway tricd to dispute with the 
Bihar Ctovernmcnt, they categorically refused and the matter came 
up  before the Board and it wss decided by the Board in December, 
1948 that the sales-tax must be recovered and from the 1st January, 
they had started recovery. In 1946 when the matter flrst came up to 
the Deputy General Manager and the Bihar Government had issued 
the notification, he should have readily recovered the sales-tax and 
then disputed. But he did not and there was a lapse. Thb matter 
was 19-20 yean old and the said Deputy General Manager went cm 
W R  on 11th June, 1948 and even the files were not availaide. 



$206, There was unfortumkly another hme. When the B i b  
Oownment again ~ m e d  orders for recovery of sales-tax on cereals 
also, the n n t ~ ~ y  was not started immediately. In this case the 
Elhas Government notlflcation was not discovered by anybody. When 
tbe Bhar Government disputed, recovery was started itnmediately 
On thls an enquiry was ordered by the Rail\vay Administration but 
no responsibillQ could be Rxcd on any particular individual as 
neither the Bihar Chvernrnent Gazette nor the circular wns traceable. 
Ultimately, the final orders came from the Ministy of Low in 1960 
that safes-tax should definltclv be paid 

3.206. The Committee arc perplcxcd to l ram during rvitlcnce that 
"officers examined 'he files but found that neither :he Rihnr Govern. 
meat Gazette nor rirrular wnq traceahlc anywhere nnd they could 
not fix any reapon.;ibility on any pnrticular individual" and :hnt thew 
were lapses nt every- s'agc of this rase. They arc- of the ophion thnt 
the manner in which the cnsc has h e n  dcd t  with lcnves mrwh scope 
for improvement in tho proccdvrr h id  down hy the Rni1wray ,Ithr& 
nistration to tnrklc w1.h iswcq. They, therefore desire tlrut thc om. 
&I procedure sbw!d bc atrenmlirwd with utmost speed M, thnt auc.11 
Inpses may net recur in future. e .  

3.207. Thv Commi.'ce urc surprised that a warrant of atlachmt~nt 
of the station earnings was isruod by tbe Certiiicate Ollicer, Mua9ff ar- 
pur for the cedisatio~l of Rs. 59.969. The propriety of such an articm 
is open :o q u d o n .  The Committee suggest that this case may be 
brought to the notice of Bihar Government at the highest level and 
thpt ccrtuia bcalthy conventions Lid down for settiontent of issue 
between State Cuvernmt  and C~otra l  Govtnnmen. by coxreupon- 
dmee &r diPcYssiow at appropriak levels. 

Northern Railtoa y-Embezzlement of cash by a pa.y clerk-para 46, 
pagaa 33-34. 

3208. It came to notice in January, 1962, that a Pay Clerk of Delhi 
Division had not written up his cash books after August, 1961. On 
king a s i d  to annplete the books, he absented himself from duty on 
the plea d skhsg. 

3.206). On receipt of a report in February, 1962, from the Special 
Policmt Estabbhmcnt that this Pay Clerk had misappropriated sub- 
f f h t i d  amounts of Government money, his cash and voucher boxes 
Were ~?ded. The Pay Clerk agreed to complete hb wccounts but 
W y e d  it m m n e  pretext or other, until July, 1962 when this work 
cp (Am m-8. 



94 
was taken over by other stdf of tbe kccmnta -t, ud comB- 
pbted by September, 1962. The accounts !or the m o d  horn 
January, 1961 to January, 1962 revealed tbe folh'iag porition: 

Rn. 
Shortage of cash 54,120 
Amount due from h!m as detected by Accounts 

Ottla as a result of post check. 7m 
Amount of 31 vouchera miming w 

04,561 

3.210. It transpired that the Pay Clerk had not been returning the 
unpaid amounts and the vouchers regularlv. and was misappropriat- 
ing the funds entruat~d to him for payment. He was suspended from 
service in July, 1M2. After investigations by the Special Police Estab- 
lishment prosecution has been launched against him and the case is 
pending in the court. (November. 1964). 

3.211. The accounts of thc Pny Clerks are required to be checked 
qunrtcrly by thc Divisional Cashier and Pav Master turd at least half 
yearly by the Accounts r n c e  Thc former did not carry out any 
chcck on the accounts of this pay clerk, for  which lapse, he has been 
charge sheeted for dismissnl from service and is under suspension. 
The Divisional Accomts OfRcer, Delhi carried out the check in Feb- 
ruary, 1961, but could not conduct it in September. 1961, as this Pay 
Clerk was said to be busy in making payments on the date nominated. 
The irregularities committed by him therefore went undetected. Ms- 
cipltnary action against those at fault in the Divisional Accounts 
Omce for laxits in checks is also stated to be in progress (November, 
IW). 

3.212 The Commlttec desired to know when the Special &lice 
Establishment tcmk up the investiqation and when the criminal pro- 
secution was actually launched. The representative of the Railway 
Board stated in evidence that the S.P.E. took up the case on 2nd Feb- 
ruary, 1962 and that the prosecution was still continuing. During the 
inspection of the ofece of the Divisional Pay Master, Northern Rail- 
way, Delhi by the Assistant Divisional Accounts Ofllcer in January, 
1962, it came to notice that this pay clerk had not written up his cash 
books after August, 1961. He t;rras, therdore, directed to complete his 
cash books as early as possible and was relieved ot the payment work 
till the cash books were completed. The pay clerk absented himaelf 
Iran omce from %I-1862 on the plea of sickness and then on the wg- 
~ w t l o n  of S.P.E. his cash books and voucher booka w e n  sded. The 



dttrc# admitted that it was not known from what source the S.P.E. 
got tbe information, When the accounts had not been closed for 
about 5 months, the Railway authorities had also suspected that there 
was something wrong. The specific charge, was, however, made by 
the S.P.E. 

3313. As regards the number of people held responsible in this 
cotlpection, the witness stated that the pay clerk was immediately 
under the control of the Divis~onal Pay Master who had a number cf 
Inspectors of Pay clerks to see their work and also to discover whe- 
ther there was anything wrong with the accounting in cash. In this 
particuler c a ~ ,  for various reasons there had been no Inspector ot' 
pay clerks who could do this inspection. It was the responsibility of 
the Divisional Pay Master to check the accounts at periodical inter- 
vals. Above him was the IJrvisianal Accounts Ofllcer to check the 
accounts of certain pay clerks in rotation at intervals so that each 
pay clerk of the Division came under hs check at least once in six 
months. Above him was the Chief Cashier of Pay Masters who could 
make surprise checks and normal!v a pay clerk should come undrr 
accounts check once in three months. 

3.214. In answer to a question, the witness stated that the Divi- 
sional Accounts OfRcer did check his accounts in February, 1961 bul 
when the A.D.A.O. visited for the purposr of chcckin~ this clerk's 
accounts along with the accounts of some other clerks, this particular 
clerk was away. and it was stated that he was nut makinq pavments. 

3.215. Asked as to whether any action was taken against any of 
the senior omcers on whose part there was failure, the witness stated 
that the then AD.A.0. Delhi was punished with stoppage of incre- 
ments for one year and the question of punishing the D.A.O. who was 
above A.D.A.O. was under consideration. So far  as the D.A.O. was 
concerned, the question arose whether he should be censured or not 
as he was in that post for hardly 3 months or so before this case 
started. Different views were taken at various levels and now the 
case was under finalisation at Board's level. The witness added that 
the reason for the delay in f ina l ihg  the case was that the records 
were not readily available-those were partly with the S.P.E. There 
was also the Senior Accountant of Divisional Acco.unts Oface who was 
charge-sheeted for stoppage of increment for 2 years with cumulative 
effect. He had exercised his right to ask for the records from which 
he could give his defence and so in the absence of records no action 
could be taken. The next officer in the heirarchy was the Divisional 
Pay Master and at the request of the S.P.E. they had to hold back 



thr ploceedingr against him cu he wora material witaQa for tbt p?o- 
*tion al the pay clerk h i d .  Regarding the Chief W a r ,  rbP 
inrpactim~ which he was supped  to do were ectually darn but this 
particular pay clerk's accounta dld not come within the purview of 
his check as hc ws5 to do a test check a~ly. The witness i n t e r4  
stated that the S.P.E. hsd informed them in July,  1965 that they could 
go ahead with the Departmental proceedings upto the point of And- 
1nCP 

3.216 Asked 8s to whether ~t wao not a sufbmt m u n d  to suspend 
the pay clerk w b n  he had not written the cash book fm 7 months. 
the wit- stated that they wanted hm to makc up the emunts 
Lclorc ha wati puntahad. He was asked to mmplete the work as it  
wae much easier for the pay clerk's own accountd to be p~epaml  
by lrmsalf an he had all tlw vouchers and details than to put another 
man to do i t  The witness conceded that a check was csmed oat 
only aftcr at, mtcrvd of 12 months. These amcnmts nrerr given to 
the pey clcrk for dub-men; during the period January. 1961 to 
J nnuary, 1%2. I t  w a  rathsr dinicult to say the period within whlcll 
thc pay clcrk t l : ~  1 lni'ri~pp;( ;)rair,(d these etnc~unts bevause he d ~ d  not 
deposit thv cnsh ; r ,  wn.; r-tv(ulrc4 t t f  h l n ~  

3.217. Tbc Gmunittec are dirt& b h d  thet duo to tho rwr- 
nbsmvalrce of the prescribed procedure a Pay Clerk crukl m u a m  
priato a sum of Ru. 91,!i61. The mnin p i n t s  d aburer, in thicr case 
were: 

( I )  There war, nQ Inspector of Pay Clerks Lo inspect the work 
af this pay clerk white an other pay clerks were under m 
hrlrpcctor: 

( i d )  The werk of th is  pay clerk d d  not came under accounts 
chstlt wen d m i ~  the Ihrr mentits "nonnally a pay clerk 
JwM come padm .cywnts deck once in three months: 

( i i i )  The pay elerk could arrpb Ih ;..l.UFtiea rQ AddiCjarui 
Divisional Accounts Odiear oa a piu of msltiraa p.ymsut 
outside and it was mot cbeckml up at  tb.t tirac aer after- 
wards whether the plea was g e e  or &, u d  

(iv) lFm when the lacuna came to tight, the department did 
mot freeme the books and accounh of the clerk and instead 
r l M  him tinre to complete the books when the con- 
duct of thfs man was grievously wrong and there was an *- npart iiaa SPR 



Loss due to &lay in submission and verification of the hading eurt 
Statements of Engineering nr bardiimtcs-Para 47, paOe 34, Ear- 
tem Railway. 

3.213. A Permarlent Way Inspector reported slck 111 Januory, 1961 
without handing over charge of materials under his custody to his 
successor. A sjxcial stock verification of his stock conducted during 
the period from l l t h  March, 1961 to 6th May, 1361: revealed lnrge 
discrepancies vir., shortages and excesses resulting in u net shortage 
of Rs. 4.04 lnkhs (approximately) worth of stocks. The hrtnanent 
Way Inspector was placed under s u s ~ > c ~ u ~ o n  on l l t h  March, 1961 
and ~uh~cque i l t l y  he died on 29th July,  1962. Successive reviews o! 
the discrepant items by thc Stores Accounts Officers xlnd by L)np,~rt- 
nlcn?d Enquiry Commit tee brought down the nut shurlayt! LO 

Rs. 1 .O3 lnkhs and Rs. 22,000 rcspcct~vely. The Adn~iniotration has 
arranged a further probc to assess the exact amount o f  lass (Decem- 
ber, 1954). The final settlement of dues of the deceased Permanent 
Way 1nspcc:or arc stated to have been withheld pending finalisation 
of the case 

3.2l9. The Comrn~ttee desired to know whether the Hallway Board 
had ascertirliied the reawm for the wtde variat~ons L n  t h  value 
of shortages ;it three dlffemnt stages. The reprmentrrtiw of t h e  
ttvlwtry Board staled that this was a case of n permanent way iris- 
pector who was in charge of very b i ~  remodelling work a! Mughd- 
w a i  yard and the value of the work was Rs. 11 cmtes. A considern- 
ble amount ol permanent way material of M e r e n t  types which 
were particularly difficult to account for easily, were spread out 
over the yard besides being stored in different places in the yard 
itself. The permanent way inspector had not been wen for some 
time and he went on sick leave early in January, 1961. That was 
precisely t k  reason why a detailed check of the material was made. 
P. W. 'I. reprted sick on and from 25-1-1961 and was due to attain 
superannuation on 12-3-1961. As he was suddenly taken ill hc was 
not able b give a paper handing over report to his sucrm.  When 
8 detailed check of the skww which were under his charge was 



cductasl.  at waa iwnd h a t  tbcre were a lot d cr#rmr and &orb- 
ge. Hia rrucceuar tnsd hit best to reconcile them. Ia the ase of 
znatetfri usad for track jmpam if the occountrrl var not made at 
the rtmt of w e ,  it became very difficult to reconcile the accaunts. 
Apprehensing that the Y. W.1, w d d  be superannuated without pro- 
per verification of the material under his charge and without detail- 
ed handlng over of the same to hs successor, ht was put under 
ruepcnsicm un and from 11-3-61. When it was found that the 
shortages and excesses were considerable, a Departmental Ehquiry 
Cammittw was also tippointed on 31-MU, and they had submitted 
their Report on 26-1 1-63. According to their estimate, the cost of 
materials found In excess was Hs. 2.47 lakhs and the cost of materials 
found short was fts. 2.69 Inkhs. This Report being of a general 
nature was not acceptablc. Agmn another Departmental investiga- 
tion was conducted by o Divisional Engineer and a Senior Accounts 
W e e r  from the Headquarters Ofiicc in October, 1964. According 
to their Report, the shortages and excesses were brought down to 
tb. 1,33,168.6.i and Rs. 92,030.07 respectively. The P.W.I. died on 
29-7-62 while under suspensron and his settlement dues which came 
10 &. 16,624 were withheld. The Committee asked when these 
l~horttaRC8 and exceases were discovrrd first 1x1 March-May, 1961, 
thetl why the Railways took 3 years to make further probe. The 
witnew stated that it is true that it took them 3 years for this. The 
Conlmittee further asked as to why his particular P.W.I. was given 
chergc of 150 route miles instead of usual charge of 50 route miles. 
The witness stated wherc this P.W.I. was having an additionai charge 
in addition to his own for the maintenance of Mugi~alsarai yard 
running to about 175 ruutc miles. I do agree that in this case it was 
desirable to post a P.W.I. for the "re-modelhg work." He added 
that it was primarily due to shortage of P.W.Is. at that time. Further 
this P.W.I. was maintaining indifferent health. That coupled with 
this. was contributing substantially to these discrepancies. The 
witness iiaer-alia stated that as regards the Agure that was men- 
tioned in the Audit para, the whole thing was examined in greater 
detail by a Departmental Committee and it was found that this 
P.W.l. was not account:ible for quite a lot of the materials-he was 
at fault on two occasions. 

3.220. The Committee regret to find that even tho@ mom thrur 
three yeus bave elapsed, the Bailway Administration have not bean 
able to Aantly determine tbe amount of loss involved in thb c a m  
During these years two investigations bad been caadoctui and in 
both the cases the figww of varificrtion differed widely. 
The Committee are inclined to feel that mwch of the diUlealty h d  

ulmn b u s *  the P.W.1. despite his poor herltb was burdened 



with war& whkh, =ding to  evidenca, A d d  have bten s h d  
by two P . W L  The Committee ftel that the investigations should bc 
e~(~y)Isted quickly and adjustments made from th t  dues of the 
deceased which have been witheld. They arc also of the opinion 
that the Administration while allotting additional work to emplv- 
y m  sbould a1.w pmvide them with adequate staff as otherwise dim- 
cultits are likely to arise in regard to maintenance of accounts which 
may m u l t  in a loss. The Administration should dso consider wltt-- 
ther in case of offieiah whosc c ~ s e s  of retirtment arc finalised, the 
verification of stodrs held by them could be started at least six 
months before the time of superannuation instead of waiting for the 
verification being done imnrediutcly before retircmcnt. 

N w  DLW; R. R. MORARKA, 
28th A p l ,  1986. Chairman, 
8thVaGokha, l&&-(~akn) Puhlrc .4c~o1rnts Cmmtttee, 



REPORT OF THE SUB-COMMITTEE 



INTRODUCTION 

I, the Convenor of the Sub-Cammittee of the Public Accounta 
Committee, ss authorised by the Sub-Committee do present on their 
behalf this Report on the action taken by Government on the recom- 
mendations of the Committee contained in their 32nd Report (Third 
Lok Sabha) relating to Appropriation Accounts (Railways), 1-69 
and Audit Report thereon, as well as a review of the action taken 
by Government on recommendations made by the Committee in res- 
pect of Railway Accounts itam time to time. 

At their sitting held on the 13th January, 1966 the Public Accounts 
Committee decided to appoint a Sub-committee to review the 
action taken by Government on the recommendations made by tho 
Committee from time to time. Accordingly, a Sub-Committee con- 
s~sting of the following members war formed on the 22nd Jgnuary, 
1968:- 

1. Shri M. P. Bhargava-Conuener. 
2. Shri Prakash Vir Shastri 
3. Shri Surendra Pal Singh 
4. Shri Chandra Shekher 
5. Shri V. C. Parashar 

I 6. Shri B. P. Maurya 
7. Shri Cherian J. Kappen 

I 
J 

The Sub-Committw considered and Analised thir Report at their 
sitting held on the 27th April, 1966. 

The Sub-Committee, place on record their appreciation of the 
assistance rendered to them in this matter by the Comptroln and 
Auditor General of India. 

NEW DELHI; 
27th April, 1966. 
7th Vaisakha, 1888 (Sub). 

M. P. BHARGAVA, 
conuenar, 

Sub-Committee of P.A.C. 



Part 'A'.-Actim taken on the tecomnundatim of tb PAC con- 
tained in their 32nd Report (3rd Lok Sabho). 

4.1. Rcpl~rs* neewed from the W r y  of RBUway16 @adway 
B o d )  and other MmietrrctsfDeportmurts sbowing action *en or 
pmporcd to be taken on the reccmmendaUons of the Committee per- 
taining to the Railway accounts heve been appended to this Beport. 

(LQ. 20rc S r l - C a d t t c e  propose ta deal with a few selectel u s e .  
in+ fie e w n t  prr.I;F.SLs. la tbe lolh*ving cam the Sub-Chn- 
-aa not4 that tbr r q & s  Irrnishtd by t b t  Minidries urc d in- 
t d m  n . k a  Tbsf would. tbarafore, a d t  * furtbsr rrphtt t h m  

( 1 )  M a l  No. 67 of Appendix XX ( p m  86) to 32nd llspccrt 
(3rd Lok Ssbhr). . . 

(2) Serial No. 72 of AppmdOr XX (pmm 754tem ;C) 32nd Rt- 
port (3rd l ~ k  S a b h ~ ) .  

( 3 )  Serial No. 72 of Appcndix XX (para 75 item 4) of 32nd Re- 
per. (3rd 1,ok Sabha). 

Western Railioap-lt~fructuo~u expeitd~ture otr providing a weigh 
bridge--para 39 of 32nd Report (3rd Lok Sabha). 

4.3. In this case earth work to the extent of Rs. 40,214 was done 
a t  Dwarako station betwecn Aprll and June 1957 on certain works 
incidental to the install 111 of the weigh bridge. The expenditure 
hecame infmctuous as the proposal to instal the weigh bridge was 
given up in October, 1060. The Public Accounts Commit- (1964- 
05) were not convinced with the explanation for the infnduoue 
expenditurc~. They observed: -- 

"Even granting that the work was combined with other engi- 
neering works for purposes of obtaining c h e e p  rates, 
t h e  appeared to ,be no urgency for carrying wt the 
actual work before the monsoon, specially when the 
General Manager had pointed out that the work should 
not have been combined with another on an urgency 
certificate. The Committee feel that the circumstances 
in which the local officers hurried with the earthwork 

. -"..- - -.- -- ------ - - .- ---- - 
.Not printed (One cyclortyled copy laid on the table and five copiec p l d  in the 

Parliament Library.) 



proved infructuous should be further invedigated m d  
respa-ity Axed in the matter." 

4.4. The Ministry of Railway (Railway Boatd) have furnished r 
memorandum explaining the consideratioas which weighed wikb 
the lccal authorities in deciding to commence the earth w r k  for the 
weigh bridgc in April, 1957. Whilc admitting that there waa I p- 
cecfural lapse on the part of the local authorities in having under- 
taken the earth work wlthout a proper sanctian for the anglnearing 
portion of the work for the installation of the weigh bridget, the 
Railway Administration has urgcd that the local authorities Potsd 
with the best intentions. The Ministry af Railways have, t h e r ~  
fore, suggezted that the question of responsibility need not be 
pursued. 

15. The Sub-Conmritue arc not c m v i n d  the fecal atlthoritic5 
had acted with the best intentions in undertaking tbe .ar:hwork and 
would, therefore, umge h a t  the mttar s h d d  be further ~ ~ t b q a t e d  
and responsibility fixed as drcady recommended earlier. 

Northmwt FronCior Railway-Loss &uc to Qmaged empty cement 
bags panr 42 af 32nd Report (3rd h k  Subha). 

4.6. Cmmenting en loss of 21,014 empty cmncnt bags the Public 
Accounts Committee (1964-63) had desired to be informed of the 
cucumstuu3es under which the bags were loct and also enquired 
whether any enquiry had been conducted into the loss and, if so, 
with what result. In a note subrnilted to the Commirtee the M i i w  
try of Rollways have stated that in practice it is not possible to 
recover cent per cent bags in serviceable condition after the cement 
is used. In this particular case the total number of bags complete- 
ly lost namely 21'014 works out only to 3.4 per cent of the total 
number of bags of cement used in the work, which is a very ernall 
percentage." It has been added that since the bags accumulated 
over a long period and taking into accmnt the fact that the percen- 
tage of wastage was low, no enquiry was held into the loss, and it 
was proposed to be written off by the Railway Administration. 

4.7 The Sub-Committee are surprised to learn that no enquiry was 
held in regard to the loss of 21.01 bags. They would like that an 
enquiry should be held to ascertain the circumstances leading ta the 
lass, before the amount ic, wri+ten off. 

h e a r s  in recovery of the tent fo7 land leased for vowing food 
crops, para 50 32nd Report (3rd Lok Sabha).  

48. The Public Accounts Committee (1959-60) in para 52 of their 
21st Report had deplored the trady manner in which the Railway 
Admint:tration had been maintaining the land records and keeping 



wrtch over realbation of rmtr. Thcy had taken arpla#d tbe hopc 
th8t the fWlway Board would pursue the mat* vigorously lad 
h e  at a &tlcmmt at an early date. The Public Accomtr Cam- 
mlttss (191W65) were informed that the Railway Board wm cand- 
during r p r o p 1  whether fixed lump nun amount could not be 
mwvercd a n d l y  ttom the State Gavemments on the basis of part 
m r i i ~ ~ .  They, there-, dcrrfred to be informed of the outcome 
of thir praporol. In a note the Mfnistry of Railways (Railway 
Board) have now ttatcd that the proposal to recover lump arm 
rmounk from the State Governments is under consideration and 
that Raflwry Administration have been asked to di#russ the p r o p  
MI with the State Governments. It has been added that as the p r o b  
lem Is rather complicated and many State Government8 are concern- 
ed It will take rome time before a Anal dedsion can be arrived at. 

4.9. The Sub-Cemmi:tee desire that the final decision in the mrt- 
tor may be expedited and cmmunierted to them. 
Part 'R'-General Revirw of wtion taken by Government on the 
~a,nc~wh/reclammc,ndatio~ of the Pub tic A rcorm t c Committee 
contained in t k t  Reports relating i n  Railway Accounts. 

4.10. Beginning with the year 1952-53 till the  end of 196445, the 
Public Accounts Committee have so tar submitted in all 13 ~eparts 
(4 during Flmt Lak Sabha. 6 during S m n d  Lok Sabha, and 3 during 
the Third Lok Sabha) , relating to Appropriation Accounts and Audit 
Reports (Railwayr). Thc position with regard to the implementa- 
tion of recommendations contained in these reports is briefly aa 
follows: - 
. - - - - - - - - > -  -. ----.---.. - ..- ----.- -- . ---- -- 

Pcriod Total No. No. of Percent- Remarks 
of conch mnclu- age of 
*inns ' sions ' (3) t 4 2 )  
rem- recnm- 
mmen- mmda- 
dat ions t i m s  

acctptcd and 
implemcntczd hy 
Government. - -- --- - ---- 

1 2 3 4 .c - - - "- - .----* ------- --- ---- --------- 
First Lok Sabha' 93 73 801~6 In the remain- 

ine. ~ 8 s e ~  
position was 

S m n d  Lok Sahhm . 210 181 8p0, furthcr ex- 
plained by 

Third Lok Sabha . 1715 1 2 2  ?oO;, GOYI. which 
was accepted 
by the cornmi- 
me. --- -.-- ------- ------- - - -  - 



411. It W d  mppeu fiwn the above "hble that the bulk of the 
cQOClusionr/rcc~mmendrtions of the Committee were either accept- 
ed or implemented by Government. In the remaining cases in view 
of further explanation given by the Ministry the Committee did not 
pursue the matter further. However, in certain cases, as detailed 
in the subsequent paragraphs, it will be o b m d  that in spite of 
observations of the Committee and the assurances given by Minimtry, 
similar irregularitieir and lapses have continued to recur. 

(1) Maintenance of Liability Registers. 

4.12. In pursuance of the recommendation of P.A.C. made on the 
accounts for 1927-28, the Ministry of Railways had issued instruc- 
tions for the maintenance of 'liability registers' by the various dia- 
bursing Departments for knowing at any point of time, the progress 
of expenditure incurred and commitments made. The I Public 
Accounts Committee (1 95859) were surprised to learn that theae 
registers were not maintained by the accounts staff properly. Sub- 
cequently further instructions by the Railway Board were issued 
in October, 19%. When such mistakes were further reported, the 
Committee in their 21st Report (Second Lok Sabha), observed 
"mere issue of instructions will have no meaning unless diwegard 
of instructions is dealt with suitably." (Para 4 of 21st Report), 

4.13. The Public Accounts Committee (1982-63) in para 8 of the 
1st Report further observed with rcgret that drspite their 
repeated recommendations and assurances given to  them by the 
Railway Board, the position regarding maintenance of "liability re- 
gisters" still remained unsatisfactory. They expressed the hope that 
Ministry will take a serious note of these lapses and tighten up their 
accounting set up. In reply the Ministry have stated that the 
necessity for the importance of proper maintenance of these regis- 
t en  have again been reiterated in January, 1963. 

4.14 The Sub-Committee enquired from the Ministry of Rail- 
ways (Railway Board) (i) the reasons for the recurrence of these 
lapses, (ii) if any more cases of this type had come to light and (ifi) 
the remedial measures adopted or proposed to be adopted to avoid 
recurrence of ~ c h  cases. In reply the Ministry has stated ar 
fotlows: - 

"In the memorandum furnished to the Committee in reply to 
the recommendation contained in Para 3, of their 1st 
Report (3rd Lok -ha) , it was mentioned that there has 
been some improvement, though not unifonn, in the 



4.15. The Sub-Committw art not rutisfled with this brief reply 
from tbc Ministry of &ilways as il does no? fully answer their 
querrior. It i q  .Is0 not clear h m  the reply whether '7iability re- 
gister~" arc now bring propcrly maintained or not. They dairc 
that the Ministry of h i l w y r  should f d h  a h i l e ~ r y - w i s e  .P.lySjh 
of the position at present regarding mdntenancs of the- registam. 

(2) h j o m t i o n  in rmpect of Stares Purchased ftm abroad. 

4.16. One of the reawns for non utlliration of b d s  by the RaU- 
ways wan oteted to be nan-receipt at storm and the debits therefor 
la tuna from the I n d m  Purchnbe M~smons abroad. The Public 
Acrount~ C m m ~ t t t e  (lQ68-59) were informed that the D.G., IS.D., 
London was not furnishing to the Mrnistry of Railways infonaation 
mgardrng the availability of stores and shrpments made at periodic 
tntemak. The Committee, therefore, ruggested that the gurchase 
orgirnisat~ons abroad should In thrs connection furnished to the 
kdmtrng .lVItnrst= iurtnl#htly reports from the end of January 
and weekly reports In the month of March, as i t  would enable them 
to eetlmate thew financial commitmenla mow precisely. Next year 
( 1 8 W 0 )  the Camittee were informed that necessary instructions 
hed been iswed by the Mlnictry of Works & Housing to the f u r -  * wgaaht ions  abroad. 

4.17. Despite these arrangements, savings on account of materlal 
purcha-ed from abmad continued and the Committee (1964-65) 
were informed that for heavy supplies of material towards the close 
of the year it wao difficult to make any provision It was added that 
it would not be known for certain whether debits relating to pay- 
ments ma& abroad would be raised within the year or not. In 
para 14 of their 32nd Repart (Third .Lok Sabha) the Committee 
have, therefope, invited attention of the Ministries to their earlier 
recosnmendation i.e., furnishing of periodical information by Pur- 
chase Organisa tions, in this regard. 

U 8 .  'She Ministry of Railways have steted in a note that in pur- 
suance of the f e c a m m e ~ M o n  of the PAC a macedue had been 
formulated d has been working for the last four years under 



which the Railways are receiving information through periodical 
&parts from the Purchase Organisation abroad hbout the place- 
ment of orders, despatch particulars and payments dected. It has 
been added that Ole poeibilities of obtaining a forecast of likely 
payments in addition to obtaining particulars at actual payments 
from the purchase organisations abroad will be explored in consul- 
tation with the bepartment of Supply. If a refinement of procedure 
in this direction k m e s  pwible it will assist still further in 
improving the accuracy of estimation of the Railways' requirements 
towards the close of the year. 

4.19. In this case also it is not clear from the reply whether the 
procedure is being proptrly followed or a d  and what is the periodi- 
city of the Reports sent by tbe Purchwc Organisations abroad to the 
Railway Board. The Sub-Committee de~iirt that the intervals at 
which (be information i s  being supplied by the Purchane Orgnni- 
srrtierug the nature ab the Reports (whethtr they contain uptodate 
infarmetion or not) m d  the number of Reports received by the 
Mairitry in the last six months of :he fiqancid year 1965-66 may he 
intimated to them. They would also Iikoito knew if the Ministry 
of Railways have formulated any plans/proposals for the improve 
men: of the existing procedure and if so the details thewof mny he 
furnished. 

Delay i n  findisation of tetrders and placing of ordcrs for purchase 
of material. 

4.20. A case was reported to the Publ~c Accounts Comm~ttee ( 1959- 
60) ,  in which tenders for certain locomotivc component parts and 
assemblies lnv ted from abroad were opened In March, 1957. The 
tenders could not be final~sed w~thln  the v n l ~ d ~ ! y  of the offer or the 
extended period upto 30th June, 1957. The final orders were placed 
only 0.1 the 26th October. 1957, with the result that the price accept- 
ed was 10 per cent more than the price quoted in the tender (an extra 
expenditure of R u p x s  1.76 lakhs).  Thc Committee, therefore, (lb.;er- 
v d  (paras 14-17 of  21st Report) that "before inviting tcndcrs for 
storcs from a!~road all preliminaries like allocation of foreign cx-  
change, assessment of indipnous capacity etc. should be settled in 
advmce." Thev also expressed +he hnpe that the Railway Board and 
tho Ministry of Finance would examYne the question of streamlining 
the procedure so as to obviate the kind of loss which occurred in this 
case. Tn another case (para 36 of 2lst Report) of a somewhat similar 
type, the Committee observed as under: 

"The Committee consider that there is considerable scope for 
'mprovement both in placing indents and in processing 
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them, if this are is typical of ita k i d  The DA3.S. & D. 
rhould also devise a procedure by which he d d  watch 
the processing of indents placed on him against the date 
of suwly of the stoma as specifled by the indentor." 

4.21. In pursuance of these recommendations the Ministry of Rail- 
ways apprised the Committee (1959-60) of the following steps taken 
by thl~rn to prevent recurrcnc? of the type of cases mentioned: 

( i )  The last date upto which tenders are valid is shown pro- 
rn~;icntly on all the files. 

( i i )  When time is h r t ,  the  files are taken personally to the  
Ministry of Finance and settled after diseuss~on. 

(dl) When the pcril~d of vaildlt?; of the tenders is considered 
inuumcient, th- hlin~stry of Flnancc is appraachcd for 
fore gn exchange relcase, as soon as the exammatron of 
knders  1s con~plcted, and lhc amount and likely countries 
of supply arc knr~wn, ~ u . ,  even before a final declsion on 
the tenders i s  taken, as pcr nonnal procedure 

(iv) The limit upto which foreign exchangc can be snnctioncd 
without rcfercncr to the  Mln stry of F~nance,  has been 
raised from Rs. 25,000 to Rs. 50,000 in any one case. 

( v )  lnstruct~ons were issued In I3uard's letter No. F. (EX) 
57/1, dt. 23-3-3957 that thr Ra~lways must fully explore all 
sourccs of ~nd~genous  supply before sendmg their indents 
on the basis of whlch tenders for mport are called. These 
have been reiterated. 

4.22 Thr D G.S. & D. inform~d the Committee of the extent prcce- 
du re  followcd in the placing of indents and processing purchase 
0rd.m. It was inter  aliu stated in the reply: 

"Reoponsibili'y of the D.G.S. & D. docs not end merely by plac- 
-.;g a contract on a firm but active progressing of demands 
is done by a full-fledged Progress Wing, so that supplies 
arc arranged by the specified date. To achieve this object, 
it maintains a close liaison with the indentor, suppliers, 
inspector and the purchase section concerned and ensurers 
that there is na delay a t  any stage in regard to allotment 
of raw materials, issue of import licence, amendment to 
on:ractorsp inspection and despatch of stores etc. Progress 
Officers maintain constant and persons1 contacts with the 
Purchase Offlcers a t  all levels and assist them in the 
prompt removal of bottlenecks, if any.- 



4.23. Another case of loss due to the inability of the Ministry of 
Railways to place orders for the purchase of stores before the lost 
date of the validity of offer was reported to the Committee in 1960- 
61. The Committee expressed their concern over the recurrence of 
such cases in the Railway Administration. They then expressed the 
hope (para 13 of 33rd &port) that in the light of instructions issued 
by the Railway Boad such cases will be avoided. 

4.24. Subsequently the Public Accounts Comrni t tee (1962-63) came 
across further instances where delays in the acceptance of tenders 
had resulted in additional expenditure on the Central and Eastern 
Railways. The Committee were then informed that the cases rela- 
ted to the period 1957-59 and that instructions had since been issued 
to all the Railways impressing upon them the need for observing the 
date of va1,Jity of tenders. The Committee, therefore, decided to 
watch the effects of the measures adopted by the Railway Board in 
this regard. (paras 5556 of 1st Report-Third Lok Sabhn) . 

4.25. Despite these observations of the Committe~ and the tssu- 
ranees given by the Railway Board, the Committee have come across 
further cases of undue delays in scrutinising tenders and Analisation 
of purchase orders Audit Report (Railways). 1963 cited a case re- 
garding purchase of electrical signalling equipment in which the 
tbme taken in processing the contract at different stages (6 months in 
scrutinising tenders and deciding to place orden and further 7 months 
to place the formal order) was considered by the Committee not in 
keeping with the plea of urgency which was the main consideration 
for accepting h ghw rates. The Committee, therefore, desir:d the 
Railway Board to take steps to tighten up the procedure to avoid s l r h  
delays in future, specially when dealing with urgent requirements. 
(Para 17 of 13th Report-Third Lok Sahha) . These observatin.~~ of 
the  Committee were noted by the Railway Board. 

4.26. The Public Accounts Committee (1964-65) were, however, 
informed by Audit vide Audit Report (Railways), 1964 that delays 
in the finalisation of tenders still continued to occur on the Railwey 
Administration and fn 16 such cases, which had came to no'ice, extra 
expenditure to the extent of about Rs. 90,000 had to be incurred in 
obtaking the material from the same or other contractors. In the 
course of evidence the representatives of the Railway Board assured 
the  Committee that efforts would continue to be made to effect fur- 
ther improvements in the position. The Committee observed that 
mere issue of instructions will not serve any purpose until their cam- 
pliance is insited upon in all cases and the defaulters are suitably 



dealt with. They decided to watch the implementation of the ggpy- 
mce given to them by the Mfnfstry in this regard. 

4.27. At the instance of the Sub-Committee the Ministry of Refl- 
ways (Raflwav Board) have submitted a note which is a t  Appendix 
XVI. It has been state3 intm4ia that the Railway Board had al- 
ready imprcsscd on Railway Admhistrations the importance of * l i d -  
nating avoidable delay in flnalising tenders and placing contracts 
The a t t d o n  of the Railway Adminirt~tftms b.d again ban d r a m  
raesotly to the standing hstructlopa Tbe S u ~ m i t t e e  would 
llks to watch the sffects of the instructions baaed by tbe bZtrFqtr~ 
d M w a y s  through future Audit Reports. 

Dehyr in executing formal agreements wtth private parties 

4.28. A case was reported to the Public Accounts Committee 
(195960) in which an order for erection of wagons imported in kno- 
cked dawn condition was placed on a firm. Although the work start- 
ed in April, 1956, the formal agreement with the Arm was executed 
only on the 11 th June, 1958. (pam 18 of 21st Report) In another case 
of supply of cast Iron Sleepers while orden were placed with the 
flrms and arrangements made for t h e  supply of raw material to them, 
some of the Railways did not have the agreements executed, while 
some others took more than o year to do so. This placed the Admi- 
nistrations in an embarrassing position. The Committee observed 
in his connection: 

"Strict instructions should be issued to the Railway Administra- 
tion impressing upon them thv importance of executing 
formal agreements with private firms before the commence- 
ment of the works and supply of material to the contracz 
tors as stipulntcd in the contract. Even in cases where a 
work is to bc started on emergency basis adequate pre- 
cautions should be taken to ensure that nng material sup- 
plied to the contractor is properly utilised by him towarda 
the fulfilment of the contract." 

In reply the Ministry of Railways stated that a procedure had been 
findised by which simultaneously with placing of the order f o n d  
a b m e n t s  with the Arms are also signed (page 128 of 40th Report). 

4.29. The Committee (3960-61) came amass another case in whfcb 
aq .arder for construction gf Broad Gauge Coaches was placed in 



September, 1956 Mtd work taken in hand in December, 1956 subject 
to axecution of the agreement. (para 14 of 3Srd Report). 

4.30. The Committee of 1963-64 also examined a case d avoidable 
expenditure in connection with a contract for E.P. locking and rivett- 
ing of wagons during the period September, 1949 to January, 1953. 
The rates for the work were not fixed until the contract expired and 
ultimately the matter had to be referred to arbitration. The Com- 
mittee, therefore, observed: 

'There was no jusMcation for not Axing the rate emn during 
the currency of the contract i e .  for three years. They feel 
that this was a serious lapse on the part of the Railway 
Administration. They should have acted in a business- 
like manner in this case. They desire that it should be im- 
pressed on the Administration that, as i:.r as possible, no 
work should be entrusted to a private p r  v without settle- 
ment of the tcrms and execution of PI'. :> *r  agreement in 
ndvance." 

4.31. The Ministry of Railway (Railway Board) have now stated 
in a note that as a general rule no work or order for supply of mate- 
rial s entrusted to a priva'e party without settling in advance the 
terms and conditions. At cvcry opportunity efforts ore made to bring 
the need not only for finalising the contractual terms before the com- 
mencement of the work but also for securing precision in the wording 
of the contractual terms. It has been added that owing to the nature 
and magnitude of the transactions on the Ind'an Railways it cannot 
be said that t l~crc are no stray lapses of the kind commented upon by 
the SubCommittee. However, the Railway Ministry h a w  brought to 
the notice of the Railway Administration the Sub-committee's recent 
observations ;n addition to drawing attention to instructions on the 
subject previously issued so that such lapses are -vbroidrd or at least 
minimised. 

4.32. The Sub-Cammittee map he furnished with a copy of the 
instructions issued by the Rqil-J. Baud refwcd to above. They 
tmst that besides ismine iustruetions, the Railway Board would also 
look into the cases of nm-observance of the orders and take suitable 
action against officials at fault. 

Delay in recovery of tent in respect of Railway land leased to out- 
*s: 

4.33. In para 15--17 of their 15th Report the Public &manta 
Camnittee (193-59) dealt with a case of heavy arrears Ln noovsrp 



of rent from leosear on three stations ai the South Eiurtern Railway. 
The Committee observed with regret the laxity shown by the RaiE 
way AdministratLon in the matter of prompt recovery of rent. la 
their opinion act on to forfeit the security deposits should have been 
taken when the lessees defaulted consistently for years. They w e n  
tben infcrnncd that with the enactment of the Public Premises (Evic- 
tion of Unauthortsed Occupants), Act, 1958, the posttion would im- 
prove. Aud~t  Report (Railways), 1962, however, disclosed that the 
posit~on In respect of two of the three Stations had in fact deterion- 
tcd. ?'he Cornmlttce, cxprcwwd their regret to obscwc that despite 
their comrncbnts In the earlier (15th) Heporl and the assurance given 
to thcm hy the Mtnlstry of Ra~lways, the pcnrtion regardtng recovery 
of r m l  from privatc purtir*s contlnued to be unsatisfactory. The Corn- 
mit4w wcre ~ l s o  not g a t ~ . ~ f I ~ r i  with t h e  cxplnnat~on for the time taken 
I)? the Rmlway Adnrlnrstration in obta nlng informatian regarding 
market vafuc of land and desired to be informcd of action taken again- 
st the omcials responsible for the delay. (para 58 of 1st Re;mrt- 
Thfrd I A ~  Snbhn) I t  was suhs~quently urged thn! the delay had 
taken place in collcrtlng thc ncccssary mformat on from the civil 
authorities and that there was no lapse on the part of any one by way 
of negligcncc or oversight. The Committee did not pursue the matter 
further. 

4.34. At the instance of the Sub-Committee the Ministry of Rd- 
ways (Railway Board) have furnished a note which is placed at 
Appendix XVII. It has been stated that in order to effect prompt 
recovery accountal of Railway dues on account of the rent or liccnca 
fee of land or other Railway promises leased to outside parties, im+ 
tructions have bccn issued to the Railways to recover 12 months occu- 
pation fee as security deposit in advance. It  has been added that 
thew measures, it is hoped, will lead to improvement in future in 
regard to this aspect. 

4.35. The Sub-Committee would like to watch through fatrvb 
Audit Rspods the effect of the measures adopted by the Railway 
Board to improvo the position of recovery of rent in respect d 
Railway land I d  to outsidera 

Engineering works undertaken without proper investigations and or 
assessment of requirements. 

436. A diesel locomotive shed was constructed by the Western 
Railway at Radhanpur during the year 19% and equipped with st* 
rage tanks etc. for housing 40 diesel locomotives to be imylortd 

' Actrmlly, however, only 90 Focomotives were imported and the sbed 



rernajned unutilised. The Publx Accounts Committee (1939-60) 
k m t  from Audit that the Railway Board had advised the Railway 
in October, 1952 and December, 1954 that only 20 locomotives were 
being ordered in the Arst instance. The Committee, therefore, expre- 
ssed the view that it was not only an error of judgement on the part 
of !he Administration but a case of complete lack of foresight and 
planning. (para 30 of Slst Report-Second Lok Sabha). 

4 37 The PuMic Accounts Cornn~ittcc (1962-63) alstr cnnw across 
snvcral s , ~ h  ~nstances in u.hich englnctmng works were stnrtvd 
by the W.i11wa>s w~thout proper scrutiny. In pursuiltlcc nf a revom- 
rncnd.1 ~ u n  mittfc bj* t he  Gowrnnwnt Irrspectur of Rdu.:iys'  Safety 
ir, I932 that at s t~ t ions  iv th long and stctp grndienta falling tow,~rds 
thctn In ei ther  ci!rcctlon catch s,dings should Lc provictrd the Sou- 
t h w n  R,ri!way decided to construct catch sidings at 390 stntions and 
work w,tl co:~~iurnccd at  st~vcr.il plxcs. Subwyucntly, on receipt 
of nstructlorls from the Board the position was rcviewtxi and 8 out 
of 9 sidings alrcndy comp1ctc.d werc put out of action. This resulted 
in 1nf1 uc:~ous cxpcndlturc cstinlatcd at Rs. 94,000/-. The Committee 
came to the conclusion that due care was not exercised in selecting 
the stations for cunstruct>on of catch sidings. 

4.38. In another case, in January, 1956, the halt at Pasived~la was 
converted into a crossing station at a cost of Rs. 3.97 lnkhs. In Nov- 
ember, 1959 it was decided to reconvert the crossing station into a 
halt as it was considered to be more economical. The Committee then 
observed as under:- 

"The above paragraphs betray a tendency on the part of the 
Railway Administration to start engineering works invol- 
ving heavy expenditure of capital nature without properly 
scrutinising the justification therefor. The Committee 
trust that the Railway Board will take note of this and 
obviate the recurrence of such infructuous expenditure." 

(Para 38, 1st Report-Third Lok Sabha) . 
4.39. Replying to this recommendation of the Committee the Minis- 

try of Railways further explained the circumstances of this case and 
added that the necessity for a careful review of the justification for 
any scheme in the prevakling circumstances at the relwant time, will 
be reiterated to Railway Administration. 

4.40. In the next year, the P.A.C. (1963-64) examined another case 
of infructuow expenditure of construction of additional loop at 



Gandhib-am despite the fact that the abandonment of the atation was 
being comidercd, They concluded that the commencement of earth 
work on the loop was ill-advised and not basxi on proper assessment 
of the situation. (para 24 of 13th Report-Third Lok Sabha). 

4.41. In reply to this observation the Minwtry of Railways further 
explained the circumstances in which the earth work was comrnen- 
ccd. The Committee did not pursue the matter. (32nd Report, TZlM 
Lok Sabha). 

4.42. Despite these observations of the Public Accounts Committee, 
howcver, cases of englnwnng works being taken up without proper 
scrutiny continued to recur on the Railways. The Audit Report 
(Hailways), 1964 disclosed two such cases of infructuous expcndi- 
ture in the construction of buddings by the Southern and North 
Eaatern Railways. On the Southern Railway 20 barracks at a cost 
of Hw. 7.28 lakhs were constructed at  10 stations to accommodate 
the Reilway Protection Force. As the staff did not like the ac- 
commodation only one barrack was occupied and the rest rema~ned 
unutilised for n long tlme They ware later put to alternative 
uses. 

4 43, in thc opinion of the Committee the construction of the 
barrack,< was sanctioned without proper planning. ITad the rcnl 
reyu lrctrncnts of the Protection Force bcen properly ascertained 
hcfore starting the construction, the avoidable expenditure would 
not have been incurmd. 

4.41. In the other cnsc of N.E Railway some servlce buildings 
(nt Mnu, Chilh and Samastipur stations) constructed at a total cost 
of about Rs. 91.800 had bcen lying unused for long periods. The 
Committee came to the conclusion that it was anbther case ~vhe re  
construction work was taken up without considering all the uros 
and cans. They desired that instructions may be issued to the 
R ~ i l w a y  Administration that proposals for construction work invcil- 
vit~g huge c~mounts should be properly scrutinisld bv ccmpetent 
authority to avoid such losses. (para 53 of 32nd Report-Third 
Lok Sabha). 

4.45. In their note ( A p p d i x  XmII) the Ministry of Railways 
(Railway Board) have stated that there have been a few cases of 
the kind commented upon by the Committee and that two such 
cases have been included in Audit Report Roilways 1066. How- 
eves1) the rhtinirtcp of Rdways have drawn the attention of the W- 



way Adminintratians once again to the Sub-Committee'o obsemtionr 
.ad reiterated the need to  exembe utmogt ccw when cansideriag 
j d i b t i o n  for any work so that the ragetition of such lapses L 

obviated. The Sub-Codttas are constmbd to note that such lap- 
ses have again - om t 4  M w a y  AdmhWration. These casa  
m a y  be mrmiaad in detail at IhQ tims of conridemtion d the Audit 
Beport 1966 by the nsrt Committee. 

Non-ncouery of intertat ond Maintenance charges 

4.46. In 1956 the Committee came across a case where complete 
records were not mamtained to shows the number of s.dings, m t  of 
construction, the interest and maintenance charges recoverable from 
the  parties etc. on the ex-Saurashtra Railway. The Committee were 
assured that the matter was under the active consideration of the 
Ra~lway Adm~nlstratlon. The situation faz from showing any im- 
.provment, deteriorated further in the fallowing year. The Committee 
expressed then  dismay at further deterioration in the podtion and 
observed: "The Committee thought that as a result of the assurance 
given to them on an earlier occasion, the Railway Board would take 
energetic steps :0 rrduce the arrears. But on the contrary flgures 
have mounted up". I n  another case, the Committee were not satis- 
fied w ~ t h  the explanation given for tfw delay in communicating the 
revised rate of siding charges and considered the time lag to be ex- 
cessive They fur'hcr ohservcd that with the integration of all the 
Railways into a single system nearly a decade back, the disparities In 
the levy of s!dlnq charges was an  anachronism causing complications 
and enclless dlsputes deprrwng thc Railways of their legitimate dues. 
They, therefnrc, urged that the matter should not be delayed and the 
work of standardisation he completed by 1st April, 1959, as indicated 
to them by the Railway Board. 

Again in 1960 a similar case came to the notice of thc Committee. 
Certain additions and alterations were made to a colliery siding in 
1946 but complete bills for interwt and maintenance charges were 
preferred in January 1958. 

4.47. At the instance of the Sub-committee the Ministry of Rail- 
ways (Railway Board) have submitted a note in which it has been 
stated inter-alia that the following measures have been taken to avoid 
recurrence of such cases: 

'U (i) Suitable instruction have been issued to  the Railway6 
stressing the need for prompt preparation of Completion 
Reports. It is also proposd t o  issue instruction6 to the 



dect that where the completion cost is not expected to be 
avaflable within a teasamble pericd, pravisianal figures 
could be adopted for billing on the basts of the latest esti- 
mate of cost available at the time of opening a siding to 
traffic. Thls course can, however, be adopted only where 
11 is pnniwiblc in tern  of the Agreements in force or the 
partfes Concerned otherwise agree. 

t i i )  The Ratlwav Board have prescribed a uniform procedure 
for fixntim uf skiing charges and stipulated a review at 
int~rvals of t h r r v  years with refcrcnce to thc costs incurred 
by the Rnilway. 

( i i i )  The Board are also c~rculating to the Railways the Sub- 
Committee's observations, with a directive to eliminate 
such delays." 

4.48. The Sab-Committee would watch the results of the measures 
adopted/proposed te be adapted by the Railway Borrrd through future 
Audit %ports. 

M. P. BHARGAVA, 
Ccmvenw, 

Sub-Committte of P A C .  



APPENDIX I 
[Vide Para 1.17 of this Report] 

MINISTRY OF RAILWAYS 

(Railway Board) 
Note for the Public Acrounts Committee arising out of para 6 of 

the Audit Rqxwt gtoing parricwlnrs of a 1 the RaiIzivqs owned by com- 
panies or Distnct Boards and at present worked b y  the  ludian Covt. 
Ra~lurays.  

Four Railways owned by Compan;es or District Boards are a t  
present worked by thc I:~cirnn Government Railways as part of the 
Zonal Railway Administrations: 

(a) Central Provinces Ra~lways. 
(b) Chaparmukh-Silghat Railway, 
(c) Katakhal-Lalabazar Railway, and 
(d) TenalGReplle Ra i lway :  - (To be purchased w.e.f. 1.4.66). 

Brief particulars of the terms of working, the guarantees given by 
the Government, date of next option etc., are given in Statement 'A'. 

The Nanjan yd-Chamrajanagar Railway owned by the Zila Pari- 
shads of Mysore and Mandya was purchased with effect from 1-4-1964. 
The Cochin Harbour Railway which is owned by the Central Govern- 
ment in the Ministry of Transport is worked by the Southern Rail- 
way. 

2. The policy of the Government in regard to purchase of priva- 
tely-owned Railways is to consider each case on its individual merits 
when the option to purchase falls due. 

3. Since the Railways are already worked by the Government to 
the same standards as those applied to Government-owned Railways, 
their purchase can make no difference to the quality of service rende- 
red to the public or to the conditions of service of the staff. The ques- 
tion of purchase of these lines turns almost entirely on the financial 
implications of the purchase projected over the period upto the date 



"of the next option, namely, the interest payable by Government an 
the capital which would have to be invested in the purchase and tbe 
loss of income tax lwied on the c a r p m y  and on the dividend it pays 
to its shareholders on the one hand and the share of gross earnings 
payable to the company under the agreement for working the Ilne, 
less any share of surplus p d t s  on the other. Efforts are also made, 
where circumstances render this advisable, to negotiate the purchase 
price to a lower figure considered appropriate. 

4, In accordanre with the above policy, the purchase of the worked 
linen was considered in each case when the last option fell due. The 
decisions arrive3 at, and the reasons therefor, are briefly indicated 
below:- 

(a) C. P. Railu?ay.s: -- (Last opt :nn 31-3-1957). 

At the time of the last optian, th!. purchase of the line at  the price 
under the agreement was not found Pnancinlly justtfied as the return 
an  purchase pricr (Rs. 113 lakbs) was cstlmatrad at only 3.75":,--which 
is well below the prescribed percentage for remunerativenr*~~. The 
next option fell. due on 31-3-1M7 and t!w Matter is at  prcsrnt under 

, consideration of thr  Railway Do:~rri. 

(b) Cltupattnukh-Silghat H n t l w a  y : - (Las' option--31-3- 1958). 

When the question was considcrcd In 1958 s t  the time of the last 
option, the purchase was not ccins~dwcd financially justified as  the 
rcturn on the purchase price (Rs. 40 Inkhs), fell short of the acccp!ed 
standard of +emunernt:ncnms. The q:ic*st'on tail1 again c m e  up fm 
considerntion In 1967. 

(c) Kntakhnl Lnlnlxcar Rniltc-.?!I: -- (Last option-31-3-1964) 

In 19G4, at the time of the last option, the purchase of the Railway 
at the price paynblta under the agreement, was not found financially 
justified-as the return on the purchase price (k. 18.19 lakhs) was 
estimated at 2.?6";,-wh ch is well below the rate of interest on Gov- 
ernment borrowings. An indication was however given to the Com- 
pany that Government would be willing to consider the purchase of 
the Railway outside the terms of the agreement, should the manage- 
ment wish to sell it at  a negotiated price. A broad indication was 
also given to the representatives of the Company that  the Government 

w o u l d  be willing to consider the purchase of the line at  a price based 
on the market value of the shares, physical condition of the assets and 

"the amount required to discharge debentures and loans previously 



raised by the Company. The Company, however, did not evince cum- 
dent interest to seH the Railway outside the agreement. 

(d) T d i - R e p a l &  Roittcay : - (To be purchased w.e.f. 1-4-66). 

This line was worked broadly on the basis ~f the Southern Rail- 
way retain.ng a proportion of gross earnings of the line baaed on the 
operating ratio of the Southern Railway. The option to purchase th is  
Ra~lway falls due on 31-3-1966 and a notice to purchase the line has 
already been served on the District Board. The main considerations. 
that weighed :n the de:ision were that, with the growing t r a c  on 
this line, the share of earnings payable to the District Board leos the 
moiety of surplus profit rweived by the Southern Railway would 
suffice to cover the interest payable on the purchase price. The pur- 
chase would also reduce accounting and administrative work on the 
Southern Railway and to that extent reduce expenditure. 

The Nanjangud-Chamraja nngar Rai Itm ys-- (purchased w.e.f. 1.4.1964). 

This lrnes was worked on the basis of the Southern Railway retain- 
ing 70f';, of the gross earnings of the line and paying the balance 
30%) to the Z~l la  Parishads The agreements relating to this Railway 
contained no provis~on for thc purchase of the line by the Central 
Government, except under special circumstances; (a) when the Cov- 
ernment wants to alter the gauge of the Line and the District Board 
I S  unwilling to alter it; (b) when it is  desired to convert the line to a 
line of through communication; and (c) when the Government desire 
to extend the lide ( ~ l i h o u t  altering the gauge or making the line 
part of a through route and thr  Board be unable or unwilling to 
supply the capital for such extension). The State Govcrnment of 
Mysore, on behalf of the Z~ l l a  Par~shads, however, requested the 
Ministry of Railways to purchase the line outside the agreement, at 
a negotiated price. The Railway was purchased in April, 1964 at a 
negotiated price of Rs. 4 88 lakbs (hascd on the depreciated value of 
the assets) ageinpt the book value of Rs. 12.22 lakhs. 

5. The financial results of the worked lines, showing the gross 
earnings, working expenses retained under the Agreements, subsidy 
paidlshare of profits received etc. are given in Statement 'B'. 

It will be seen from Statement 'A' that working expenses are re- 
covered on the bas's specified in individual agreement:, Actual 
working expenses (except in the case of Cochin Hiarbour Railway). 



J F ~  therefore not required to be rregregated. Actual working expen, 
es also have little or no bearing on the economics of the purchase 
of these worked lines. Besides the Cochin Harbour Railway, actual 
working expenses are available only for the Central Provinces Rail- 
wary and are indicated in Col. 6. Column 11 of this statement shows 
the net "outgo" to the olwnfng bodits under the existing arrangements. 
Col. 12 shows the net divisible pmfits accruing to the owning bodies, 
and Col. 13 shows the percentage return to the Companies on the 
capital employed. If the lines are purchased, the 'net advantage' 
.accruing to the Government would be the sum that now accrues to 
the ownem i.e. the amounts shown in Column 11. As against this 
net advantage, the Government would incur additional liability by 
wry of interest an the investment in the purchase. If the purchase 
is at the price stlpu1atc.d in the ~grwmcnt .  the interec-t liability 
would be as indicated in Column 14. A romparisnn of Columns 11 
.and 14 shows that the purchase of the Railways at the prices worked 
out in terms of the agreement would be financially disadvantageous 
go the Government on t h t  basis of the figurcs for the years 1961-62 
rto 1963-64. 



I. Ellichpur-Yeotmal & Crntral 

(W n Ar\i  Sections. RIy. 
RJys. Co. 1.td.- 

Muregha A p m n  Mls. 
Killick Industries Ltd.) 

2. Katakhal-Ldshazar RIy. 
(Katakhal-Llabanu 
Rly. Co.) himaging 
Aeents : h-Us. Moleod & 1 

3. Chaparmukh-Silghnt my. 
Rly. (Chaoarrnukh-Sil- 
ghat Rly. 6. LtJ.-Ma- I 
w i n g  Agen~s : Martin I 
Burn). J 

4. Cofhin Harbour Rly. Southern 
(Cochin Hinbour Au- fiailway. 
thoritv-hlinktrv of 

Central Railway mains 
4 - ( O L ,  of gross earnings 
as ~rnuncmtjov~ fur 
working & maintainmg 
the line. 

N.F. Rly. retains ~ c ? ;  of 
gross earnings of these 
Railways, as rcrnunen- 
tion for their working 
and maintenance. 

The (;ovt. has p a r a n t ~ ~ d  31-3-1967 
a ~ I I I I I ~ I U ~  rrturn of 
T "  tm the paid up ca- 

&I d the Co. by way 
of rcbate. lin~itcd to the 
net earnings dcrivd 
hy Central Rly. from 
the traffic interchanged 
with the C.1'. Klys. 
The nct earnings in 
CX~YSS of 5 04 of wid up 
capital arc u ~ v i d d  eq- 
ually between the Covt. 
and the Co. 

The Gcw. has guaranteed 31-3-1974 
intrrrst at jf" . on the 
paid up cap~ral of the 
Co. The r.cr rraipts 
in cxrcss cf 5 0 ,  of paid 
up sham a p i d  is di- 
vided equally tctwern 
the GOVL and the Co. 

Do. 

Southern Railu-ay m v e r  
actual expenses incur- 
red. 





r s 
Katakhal- 
Lalabazu 
Railway 
MG (NF. 
Rly) 

(IZC?/, of the 
capital at charge) 

18.19 

(rzo;; of the 
camtal at 

3.81 Not 
available. 

3 -48  

c&ge) Average c.67 

Harbour 
Railway 1962-63 101 1 5 
BG 6. Rly) 

1963-64 ro1.72 

I 
zc-30 19.42 19-42 0.88 ) Already Government owned (Ministry of 

I Transport). 
I;.PY 17-07 17.97 0.81 J 













Statement showing defails of Working Arrangements f o r  Non-Got.c.r nrnent Railways and &tui& 
of their working rvsults for 1963-6Gcontd. 

Ahmedpur-Kama Railway . . 4,0gP0='0 . . 4,09,000 
Burdwan-Katwa Rnil\vay . . . 5,00&433 . . S ~ , O O O  
Banltura D a m d a r  River Railway . . . 7,Wj000 . . 7m,ooO 
Futwah I s lmpur  Railway. . . 6 4 , ~  . . 64,000 

TOTAL . 11,16.212 16,%,8#J 2,69,814 33,66875 , - ---------- -- -- -- --- - - . - --- - - - - - A -- -- - -- --A '2 
Note I : Nanjanpud C h m r a i  Nagar Railany nos yurchaccc! by the Govcrrmcnt of India from hlysore for a negotiated 

price of Rs. 4-88 l a b s  (agai~st  the car i~al  cn the !-cc ks c f Ks. 12-33 hkhs:. 
Note 2 : In  th t  case of the Shshdara S s h ~ ~ n y u r  Lieht R.ulws!. ii hilc co parantee has been given by the Government of 

India, the Gottrnment is entitled to a moicty of prcfits in csccss of j0, on the raid up capital. 
Note 3 : There is also one Port R~ihvay-the Cochin Harbour Raihay which ic o ~ n c d  by the Govcrmncnt in the hlinistry 

of Transport, but worktd by the Southern Railway on recclvery r f  ac:ual csrcnscs incurred under an agreemart. 
The Ahis t ry  ~f Rail\w_vs do not have any financial interrst in this H a i h ~ y .  

Notu 4 : The Government of India has no financial interest in the following Railways :- 
(i) Howrah-Amta Railway 

(ii) Ho\v.&-Sheakhah Railway 
(iii) .kmh Sxaram Railway 
(iv) Dehri Rohtas Railway. 



Note regarding drcirion on the purrbe  of KatcJch4CL- 
R<rilwuy 

The last option to purchase the Katakhal-Lalabazar Rdlway fen 
due on 313.1964 and purchase of the line was not considered as finan- 
cially justified. 

Th16 3aKM long metre-gauge l~ne  was b u l t  at a cost of about Rr 
15 lakhs m 1923. The llne rs worked by the Northeast Frontler Rail- 
way against a recovery of M';b of the 11ne's gross earnrngs as remu- 
neratmn for workmg and malntenancu. The Government has guaran- 
teed ~ntercet (a! 31''; on the paid up capital of the Company; the net 
r e ~ ~ ~ p t ~ i  lrl t1xcess o f  5"/ of the Capi!al are sharcd equally betwen 
the two parties. 

In terms of the agreement, the amount payable In the event of the 
purchase of the l ~ n e  was Rs. 18.19 lakhs, 1.e. 12OC;', of the capltal outlay 
of Hs. 15.16 Inkhs The ticws~on not to purchase the line was taker? 
on the following evoluatim -- 

Rs. Rs 
(i) Average ycarly net earnings ( t e .  50'; 

of the Gross earnings t h a t  artb tlandcd 
over to the Co. ;~f tcr  rctuiniilg wurklng 
cxpenscs) which would hc retained by 
Government in the c v w  of purchitse. 92,748 

( i f )  (a) Deduct loss due to cancellation of 
investment in shares of the Co. (the 
Govt, hold shnrcs worth Rs. 1,20.000 
purchased ~t R price of Rs. 78,000 
The Govt. carned dividend of Rs. 3,720 
on the shares & lost Rs. 2,847-the int- 

erest Rs. 78,000 would have earned 
at average borrowing rate). 873 

@) Deduct moeity of profit received by 
Government (average of 3 years 5&59 
to 60-61). 16,541 

(el Deduct loss of taxation received by 
Government. 25,000 

(iii) Net income after purchase 42.414 

Return on total purchase price of 
1 Ra 18.19 lakhs. ~~ 



APPENDIX I1 

[Vide para 126 of this Report) 
Gomunmm OF INDIA 

MINISTRY OF RAILWAYS 
(Railway Roard) 

Points arising out of the evidence tendered before the Public 
Accounts Committee. 

Para 6-Worked Ltnes- 

Point : 
A statement of all those Railways which wcre worked by tho 

Government though belonging to the private companies may be 
furnised showing when they wcre running i l t  a looe/profit and also 
a list of companies In rcspwt of which no separate accounts a re  
kept. The information may be given from 1947 onwards. 

Reply: 
There wcre in all eleven (under noted) R a ~ l w o y  lines in exis- 

tence on 1-1-1947, which were workcd t , ~  t h r n  Go:,crnrrwnt Railways, 
on behalf of the ownlng hodlrs under agrwmcnts  w ~ t h  the erstwhile 
Secretary of Statc for India Of thvw, thr first nlntA Hnrlways wcre 
owned by private C t ~ m p ~ t l ~ ~ s / I ) i s t ~ . ~ c i  Boards; the remaining two 
Railways were Governmcnt-owned-the Alnavnr-Dandeli Railway 
was owned by the C;overnmcnt of Mysore, and the Coch~n Harbour 
Railway is owned by the Government of Indla In the Ministry of 
Transport. A 

1. Pachora Jamner Rly. (1-4-49) 
2. Parlakimedi Lt. Rly. (1-2-50) 
3. Mayurbhanj Lt. Rly. (1-4-50) 
4. Tinnevelley-Tiruchaander Rly. (24-2-53) 
5. Nanjangud-Chamrajnagar Rly. (1-4-64) 
6. Tenali-Repalle Rly. 

(To be taken over from 1-4-66) 
7. Central Provinces Rly. 
8. Kat akhal Lalabazar Rly . 
9. Chapannukh-Silghat Rly. 

10. Alnavar Dandeli Rly. (1-10-62) 
11 Coehin-Harbour Rly . 



The Central Government have since purchased six of t h w  
Railways (S. Nos. 1 to 5 and I 0 d a t e  of purchase mentioned against 
each) and the Tcnallr-Rcpalle Railway is being purchased w.e.f. 
1st April 1966. The ownership of three Railways (S. No 7 to 9) 
is in privatc hands. 

Brief particulars of the Railways. the terms of working them, 
the guarantees given by the Government, the purchase price pay- 
able undcr the agrcemcnt. the date of purchase/datc of next option 
(in th  caso uf Railways still in private hands) are given in An- 
ncxurc 'A'. 

2. All the aforcsa~d lines (except the Pnriakimedi 1,lght Rail- 
way) wcrc workcd by thc c n n t i p ~ w s  (;ovcrnment Railway. Ad- 
ministrations for a rcmuner~t ion bascd on a fixed percentage of 
thc Gross Earnings of the lrnc or swme othcr prcrcribed basis 
(vtde details ~nt l~catcd In rol. 3 of Anncxure 'A'); the Parlakimedi 

Light Riulway was the only Rndway worked on the basis of actual 
working expenses Only In th:s citse, thercfore, was ~t obljg?tory 
to malntnln scpnrntcx ncmun t o f  actual wrrk l n ~  cxpcnsrs. Such 
nccounts, though not ot,l~f:*rtc~ry wcrc, hawcvcr, maintained in the 
cnsc. of the Pachora-Jamncr and Central Provinces Railways as 
well. A stntcmcnt showing the carnlngs, actual working expen- 
ses, ProfiULoss madc on working the section, and working expen- 
ses, rccovcrcd unc1t.r thc aLrfrccmcnt is placed at Annexure 'B'. In 
the c x c  of other Railways listed in h n e x u r e  'C', separate accounts 
for actual working expenses were not obligatory and were not 
maintained. 



ANNEXURB 'A' 

Date of next 
optiun (in 
tkic c u e  of 

S. N ~ m e  d Rpihvay. Worked by. Terms of working. Terms of Guarantee Tcmr regarding Dsrc of Riya. which 
Na purchase prxct. purchut. u c  atillwit h 

rcupectwe 
ownen). 



---.- 

I 2 3 4 I 6 7 8 
----- --- - - - . . -.. . . . -. - - -- - ---. 

thexpnid up capital 
of the Co., Iirnitcd 
t y t k  net m i *  
derived by R.X. 
Railnrg from rhc 
t M c  interchanged 
with the Company 
R.ib-.y. T h e  net 
receipts in exam 
of 5% on the paid 

api td  of the %. were divisible 
equally between the 
Company and the 
Gmvemment. 

3. ParlaIcimedi Light Rly. B.N. The line was worked 
P G )  (owned by .Mah8- for actual expenses. 
rap of Padahmedl). Thc  Maharaja re- 

CCI& or paid to the 
B.N. Rly. anv 
difference hetween 
the g m  Earnings 
and actual expenses 
on wof)ring and 
maintairung the 
line. 

4. TinncvcUey T i ~ c h c n d u r  Southern Raihvay Working exprn\es 
Rly. (owned by Distt. rearverd by  Sou- 
Board of Tinnwrlley) thern Railtt-a\ on 
(M.G.) the basis of ( y c r a r -  

 in^ ratio of Southcrn 
RailiVay pluc ( ' t ,  
of Gross earnine 
of the Line for hiring 
gf rolling stock. 

None Neb pmvis~an in the 1-2-to 
Ppmmcnr rcgudi 
purchase of lint. 

Nonc 2 5  rimes rhc rm~wnt  4-2-53 
of the averarc ycarly 
net earnings during 
the preccliinp 3 
vean rulycct to rhc 
maximum of 120% 
and minirnunr of 
zooo/, of the tosl 
capital expendifute. 



5. Nanjangud-Chamrajana- Southern Raihvay The line was worked None 
gar Railwav (M.G.) bv Southern Rail- 
(owned by bistt. Board wav for 70"; of the 
of Mysore & Mandya). Gross Earnings. 

6. Tenali-Repalle Rlp. (B.G.) Southern Railway Working expenses of The Government has 
(owned by Z i h  Pari- the lme are re-over- guaranteed a mini- 
shad of Guntur). ed on the basis of mum return of 34:; 

the operating ratio on the capital outlay 
of Southern Railway. limited to the net 

earnings derived by 
Southern Railway 
from the traflic 
inter-changed with 
the T.R. Rlg., any 
surplus in excess 
of 34 ?., is divided 
equally between the 
Zilla Parishad and 
the Southern Rly. 

The agreement did 1-4-44 
not provide for 
purchase of the 
Raihvay by the Go- 
vernment except 
under special cir- 
cumstances (Such 
a3 when the p u  
of the line was to 
altered or the 
Railway was to be 
converted into 8 tine 
of through commu- 
nication). In that 
event the price 
payable was a5 
times the average 
net earnings during 
the three years 
preceding the 
purchase or I 
of the capital outlay 
whichever was grca- 
wr. 

25 times the amount r -4-66 
of the avenge 
yearly net caminp 
during the prrccd- 
ing 3 para subject 
to the mnximum of 
I 25 :& and minimum 
of rw:b of the total 
cap~tal expenditure. 



thc 1 . n ~  as wrnunc - 
raton for \wrk.ng 
and rnaintainmg 
the line. 

9. Chaparmukh-Silghat Rly. .N. P. Raxlway 1 .  I n- - 
(NG) (owned by Cha - ta ns 50 , of rhc 
parmukh-Silghat Rly . G r o s ~  barn n ~ s  , s f  
Co. Ltd.). thc Kn lwav 15 rcm- 

u n m t  on 61r 9t.i 
worL8ng and ma n- 
tenance. 



to. Alnavtr-Dmdeli Rly. Southern Railway 
(MG) (owned by Gov- 
ernment of Mysore). 



(iv) Certain otfitt 
sums. 

I I Cochin Harbour Railway Southern Rail- This line is worked 
(BG) (owned by the way. by S o u r h m  Rail- 
Minjstry of Transport). w g  on r c c o v q  of: 

(a) Actual cost of 
marntcnam plus a 
prc,port9onatc sha - 
K of the exp:nd!tu- 
re c d  the undcnak- 
lng under all other 
Reicnutr heads cx- 
mptlnp "super.or 
supervmon". 

(b', 5"-  of the G ~ F  
Earn ngs of the 
Rallwav (or Rs. 
IRm pcr annum ~f 
that IS greater for 
"supcr or s u p r -  
V:S on." 

(c' 3" , of the G r s q  
1:arn ngc 'or Rs. 
6 2 0 9  p r  anntirn if 
that rs greater for 
hmng of Holllng 
Stock. 

(dj A11 expenditure 
on account of re- 
newal and replace- 
ments. 



h 

Sraremenr shoroin~ the financial rrculrc of the worknf lines in recpecr o f  rrhtch r -pantre urcorrrtr o f  crwd ror t r  v y  crncwcr mcrclorr -n tp ind.  ". C 
V 

E - - - - - -  
- - - - _ _ _  - _ I___ -_____ 

I Pachora Jamner Rail\ra\ Central Prov~ncct Htl~luav I'arlakimedi 1.1. Ratlwa> 
C 
C - Year PA--- 

G m s ~  Actual Profit Worktnp Gr(*st ,\crud Profit Wwktng Grcns ..?ctual I'mfitl Wurk~ng 
Earninp working Loss In rvpenccz Earnma \vt,rklnp: I m c  In expense5 1:arntnps working 11~5 In a p n J e 9  

expens= worktng recs >vere.l cupenso k t  m~vercd :qwnccl work~ng m v e r t d  
expense? under the expcnm under the expcnm under th 

agree- agree - agree- 
ment ment ment 

1950-51 . 15,3WY DL'. 6,88,724 Purchased on I -2- 1950 





A N N E X U R E  'C" 

Statement showing worked lines in respect of wlt icli scpatate 
Accounts of actual working e v e s  are not tnaintained 

List of Railways 
1 .  Mayurbhanj Lt. Railway. 
2. Tinnevelly-Tiruchendur Railway. 
3. Nanjangud-Chamrajanngar Railway. 
4.  Tcnali-Repslle Railway. 
5. Katilkhal-Lalabazar Railway. 
6. Chaparmukh-Silghat Railway. 
7 Alnavar-Dandeli Railway. 
8. Cochin Harbour Railway. 



APPENDIX 111 

[Vtde Para 1.28 of this Report] 

MINISTRY OF RAILWAYS 
(itailway Board) 

Point : 

A stntcmr>nt may hc furnishmi ~rvllcatrng the Railways i~lr~badv 
taken over frrtrn Ihcb pr.~vstr. compnnics, the ycanr in wh~ch  and the 
bas s on wh~ch  thcy wcrc token ovcr rind whcthrr  t h ~  same standard 
of rcmunerativent~ss wils nppl id or not. On what basis thr  Tenall- 
Rcpalli linc is being taken over and how i t  compares with the 
standard of re rn~ncra t ivrnes~  may also bc given. 

Six out of the e l c ~ r n  workcd Tiailways in cxistcnce on 1-1-47 have 
since been purchased by the Gcnwnmrnt and another-the Tenali- 
Repalle Rnilwny is t o  hc purchased 11-.c.f 1-4-66. A statement givinj! 
brief p~rt iculars  of thr Railways purchased after 1-1-47, and the con- 
siderations that weighd in the decision arc given in Annexure I 
It wlll be seen that all thc worked Railways. csccpt thc Parlakimedi 
Light Railway which wa.; purchased on operational considerations 
werc found to bc financially justified with rcfercncc to the prcrcrib- 
ed standard of remunerativeness. It may be mentioned, however, 
that prior to 1-4-50 the financial justification was examined with 
reference to the average borrowing rate of the Government. From 
1-4-50 onwards in pursuance of the recommendations of the Railway 
Convention Committee. 1949, the level of remunerativeness of pm- 
ject was fixed at 4.25"; ; this was raised to Sr; from 1-4-55 on the 
recommendation of the Railway Convention Committee 1954. With 
the dividend rate having gone up to 5.75''; w.e.f. 1-464, the financial 
justification of the purchase of these Railways is assessed on the 
basis of this figure as  the minimum return on capital investment, 



As will be seen from Col. 6 of Annexure 'I., it has been decided to 
purchase the Tenali-Rcpalle Railway on the consideration that with 
the steady growth of passenger trat?ic-the main source of earning of 
the Railway-(j'2';; per annum-the share of earnings payable to the 
District Board, less the moiety of proflts shared by the Southern Rail- 
way, would suffice to cover the rate of dividend. On the financial rc- 
sults of 1965-66, the return on the purchase pr ce of Rs. 18.71 lakhs 
was estimated at  5.8(':, against the  dividend rate of 5.7SL&. (The 
return is likely to improve further (6.2{';,) as the purchasc price is 
now estimated at only Rs. 17.60 lakhs). The purchasc is thus finon- 
cially justified. The purchase would also rcducr some of the account- 
ing and administrative work involved in the present arrangements. 





3. Mayurbhanj Light Rail- 1-4-1950 
way. 

4. Timev~lley Tiruchundur 24-2- 1953 
Railway. 

5. Alnavar Dandeli Railway. 1-10-1 962 

efficiency and to run it as N. G. line tbr the 
prtstnt. T h e  line was purchased at a n q p  
tiated pr ia  of Rs. 7.5 lalrhe r rescntieg 
the intrinsic vahw of the p u ~ ~ .  &c return 
on the purchase price was thtrcforc, mt rckvtant 
in this case). 

24,80,688 29.82 (120% of The advantage liltdy to accrue to theCovern- 
the capital-at- ment on purchase of the Railway waa mimeted 
charge). at Rs. 1,35,5oo giving a rrtunt of 4.5% 

on the purchasc pria against tht av- 
borrowing rate of 3 -2% The pufihart am 
thus financially justified. 

27,85,381 33 -60 (12o0; of The advantage likely to accure to the Govern- 
the capital-at- ment on purchase of the Railway was estimated g 
charge) at about Rs. 1.5 lakhs giving a raum of " 

4 - 4 O 4 ,  on the p u d m c  price (of Ra. 33.6 
Lakhs) against the pnscribed standard of' 
remwerativa~ss (4.25 V ,  ). The purchase 
was thus financially justified. 

8,98913 2.25 (Ad-hoc) This line was putchased at th q.xdic requcnt of 
the Govanmmt of Mysore and in rcrponrc. 
to the various represcntatioas rraid h 
the orgnnircd Induary. The pwcha# pria 
was fixed crd-hoe at Rs. 2-25 laLhs against 
the depreciated valw of the assets which was 
assessed at Rs. 3 laLhs; the cost of renewal 
and replacement of asseta was estimated at 
another Rs. 36.93 l a b .  Tbe puf- 





[Vidc Para 2.16 of this I irp, \r t]  

1.1. In 1963-6-1, espcnditurc cscccdcd thv V O L ~ ~  arnou11t in res- 
pect of 9 @a:]&, as compartd to 5 voted grants 2 Ch;r~ @XI Appropria- 
tions during 1962-63. 

1.2. Of tire total excess 01 :I b m t  2 1 . M  crorcs, about 11.49 r.rorcts 
related to Grant No. 18 for appropriation of the surplus to the Dcvc- 
lopmcnt Fund, whwh, a s  csplait~cd in previous years, is not cspcndr- 
ture in the  ordinary sense, but imly thcl allocation of thc surplus, thc 
cxce.ss being due to  t h ~ l  actt lal  surplus k i n g  h 'gher than the figure 
anticipated a1 the tirnt. of the l i w i w d  Estimntos. I f  this caxcess due 
u, the increase in  silrplus is ~ s c l u d t ~ ~ i .  t h r  net. excess c w : r  the Final 
Grants and Appropriation.;, taktw as a ~hci lc . ,  works out. to a:; litllc 
as 0.4''; :n 1963-64 (as against 1.33(';, including the ilxcc!ss it1 thc sur- 
plus, as given against itc'lns '7 ; ind G o f  parti 8 of thv Audit Rtzporl). 
The increase in the surplus was, a s  in previous years. mainly bcrnusr 
rcccipt:; W O ~ C  9.99 crOrtBs h:qh,*r  t h v  was exptrctetl duc t.o a spurt  in 
passenger traffic during the c l u s ~ r ~ g  1n~11it11s of the y m r .  M~J:;! of thc 
increase (5.12 crores) was under passclnger carn'ngs,  goods t w n i n g s  
having improved only by a smaller margin (3.63 crores).  Sundry 
earnings were higher t)y 59 lakhs over the Revised Estimates but 
these were offset hy a ~hortfa!I i d  68 1:tkhs on thc Rcvisc?d Estimate 
of 'Other Coachitig' earnings. Realisation of traffic earnings, was 
better to the extent of 1.32 crows than anticipated, leading to a total 
increase in rcceipts of !1.99 rrores. The balance oi the inciesase in the 
surplus, about 1.5 rrorcs, was contributed by n shortfall in expenditure 
on the  Open Line Works Revenue (1.05 crores) owing mainly to non- 
receipt of materials and postponement of certain works and a margi- 
nal savIng of 1.21 crorcs in working expenses and 15 lakhs in Misce- 
llaneous receipts and expenditure partly offset by an increase of 92 
lakhs in Payment  to General Revenues. 



1.3. Out of the remaining 8 grants, the excess on one, namely, 
Grant No. 3, was only Rs. 1,033, and was due entirely to the eflect 
of rounding off the grants of each individual railway to tbe nearest 
tbousand rupees. It 1s made up of small fractions of a thousand on 
four railways. On four grants, namely, Grant 5, Grant 7, Grant 12 
and Grant 16, the excess waa less than 1 per cent, being respectively 
0.21';:,, 0.31';;,, O.Wf;;, and 0.66%. In two more grants the excess was 
between 1 and 2 p r  cent, namely, 1.19 per cent in Grant 14 and 1.58 
per cent in Grant 15. Only in one grant, did it fractionally exceed 2 
per cent. namely, Grant 8, in which it was 2.05 per cent. 

1.4. In absolute figures, as distinct from percentages, the excess on 
the thrce working cxpcJnses grants, Nos. 5, 7 & 8, is about 30 lakhs, 31 
lakhs and 60 Iakhs, nga~nst the final grant of 1,42,60 lakhs, 98,08 lakhs 
and 29,34 lakhs respectively, while the excess on payments to Gene- 
ral Revenues was about 92 lakhs over the final p a n t  of 95,03 lakhs. 

1.5. The funds for works are d~strlbuted over four grants, namely, 
Grant 13, Grant 14, Grant 15 and Grant 16, mainly on the basis of the 
allocation of the cost of each work between Capital, Depreciation 
Hcscrve Fund, Development Fund or Revenues, some of them being 
~ l s o  segregated as "Nrw Constructions". From the point of view of 
accuracy of budgetmg for works as a whole, it might not be inappro- 
priate to consider all the four grants together. AS against a final 
grant of 567.80 crores, the excess came to 7.02 crores, or only 1,2 per 
cent. 

2. Since the excesses to be rcgularised by Parliament hare  to take 
into account items of crroncous adjustment, the excesses listed in 
Annexure 'A' to this Memorandum show the figures as given in para 
54 of the Appropriation Accounts for 1963-%Part I Review and para 
12 of the Audit Report (Railways) 1965, which take into account the 
misclassifications of expenditure detailed in Annexure 'B'. 

3. The causes which have led to the excesses have been explained 
in greater detail in the attached notes on each grant. 

4. The Ministry of Railways would like to assure the Committee 
that, every care is taken to assess the expenditure under the different 
grants with the utmost precisian and provide adequate funds by taking 
supplementary grants where necessary. While a fair measure of 
accuracy of estimating in relation to the magnitude, complexity and 
diversity of the transactions can be claimed, further improvement has 
to be aimed at, overcoming as far as  possible the handicaps inherent 



in a big organisation like the Railways with a very large number of 
subordinate formations distributed over whole of the country incur- 
ring and booking the actual expenditure. A study has been under- 
taken by a committee of Directors and an Additional Member of the 
Board to ascertain the precise reasons which have led to excesses over 
grants in the past and to suggest suitable remedies to avoid them in 
future. 

5. This has been seen by Audit. 

D. U. RAO, 
D.A./As above. 1 

Additional Menlbcr (Finance) 
Railway Board. 

I. Excess of Rs. 1,033 under Grant No. 3--Revenue--Payments to 
Worked Lines and Others (in relation to the voted Anal grant 
of Rs. 31,01,000)--0.03 per cent. 

This grant is for expenditure on (i) payments to owners of Branch 
5 n e s  Worked by, and as part of, the Indian Government Railway 
system, of their net earnings and (ii) Payment of 'Subsidy' to Lines 
owned and worked by certain private companies when their share 
of earnings is less than the return guaranteed to them on thcir 
Capital. 

The excess of Rs. one thousand works out to about 0.03 per cent 
of the final grant of 31,Ol thousands and was the result of the under- 
noted minor variations on account of rounding off as the provision of 
allotment is made in thousands of rupees but the excess is worked 
out in units of rupees:- 

Zonal Railway Final Actual Excess 
allotment expenditure 

Re. Rs. Rs . 
Cntral . 10?35~000 10,359474 474 
Eastren . 9974,000 9174,179 1 79 
North-east Frontiet . . 246,000 246,152 152 

Southern . 1,46,ooo I ,46,228 2 :b  
S0uth-ea9tm . 7,00,0@3 7,003000 . . 



11. EXCMIII of Rs. 32.87.516 under Grant Nu. 5-Revenue-Working Ex- 
penses-Repairs and maintenance (it]  rclatiun lo the Voted final 
Grant of Rq. 1.42,60,35,000)--0.2 per cent. 

This grant deals with expenditure on repa rs and maintenance of 
Railway assets including track, buildings, roiling stock, ferr~e;, eke- 
t r~ca l  ,ind signal equipment and ~nstailattons, mach nerp etc. The 
excess of 33 lakhs under this head was 1e;is than one per cent of the 
total  itlltrtrnr~nt of Iis. 1.42.GO lakhs The increasc was due chiefly to 
morc debits adjusted towards thc tioss of the year for COSI of Ixgt'r 
supplic*~ of clcctrlcal and other maintenance materials. 28 lakhs), 
fluctuations in adjustments on account of overcharges and under- 
churps ,  o n  cost ( 13 lakhs) , ht*avier dcbtts received towards the close 
of thc y w r  in rcsppct of rcmtel chargchs on telegraph Ilncs (5 lakhs) 
and c*xpc*nditure relating t c ~  crrtain other grants inadvertantly taken 
under this grant (3 lakhs). 

The nbovc rbxcesses wcAre partly r~ffsct by a savi:lg of 16 lnkhs 
which is the eggregatc of minnr variations calling for no special re- 
marks. 

As shown in Annrxurcs 'A'  and 'R', the cxcess actually requiring 
regulnriwtion is Rs 30.00.28.', (nftrr tnking into account ccrtain er- 
roncous ~ d j u s t n ~ c n l s )  In rolnticin to a votcd grnnt of Rs. 1,42.60.35.000, 
or 0.2 pcr ctwt 

111. Excess of 11s. 30,84.805 undt*r grant No. 7-Revenue-Working 
Expcnscs-Op~riit i i)~~ (Fuel) (in relat~on to the voted final grant of 
Hs. 98,08.26,000) .- 0.3";,. 

This grant is for caxpcnditurc on Coal and other fuel, freight and 
handling charges ns well as excise duty and cess on Coal as also elec- 
tric currcnt for trii tion. The pxcess of about 31 lakhs is just 0.3*i 
of the And grnnt of 98.08 crores and was ch%efly on the Central Rail- 
way (21 lakhs) and thc Western Railway (18 lakhs) ; this was partly 
reduced by nggrugatc saving on account of comparatively small fluc- 
tuations on other zonsl railways (8 lakhs). 

The excess on the Central Railway resulted chiefly from receipt 
of certain supplies of coal by a longer route (20 lakhs) and the excess 
on the Western Railway occurred mainly due to adjustment of larger 
debits for cost of coal on account of consumption of more h;gh graded 
coal (16 lakhs) towards the close of the year. 



TV. Exces of Rs. 59,50.28I under grant No. &Revenue-Working 
Expenses-Operation other than staff and fuel (in relation to the voted 
final grant of Rs. 29.33.68.000)-2.O0:,. 

This grant is for railway operational expenditure of a miscellane- 
ous nature on stationery forms and tickets, handling, collcction and 
delivery of g o d s  and expenses at out-agenrics, compcnsalion for 
goods lost or damaged including amounts kept in suspense pending 
settlement of inter railway liability, electrical general services, cloth- 
ing and stores and other miscellaneous operatinnnl expenses. The ex- 
cess of Rs. 59.50 lakhs works out to about 2.03":, of tlw final grant of 
Rs. 29.33.69 lakhs which included a supplementnr~ grant of Rs. 45.73 
lakhs. 

The excess occurred mainly on the Central Railway (30 lakhs), 
the Northern Railway (12 lakhs), the Western Railway (8 lakhs),  the 
South-Eastern Railway (6 lakhs) and the Southern Railway (4 lakhs) 
and was partly offset by saving of Rs. 6 lakhs on the Northeast Fron- 
tier Railway. 

The excess was chiefly due to adjustment of more debits on 
account of larger supply of uniforms clothing and other consumable 
stores than anticipated (23 lakhs), increased expenditure on 'elcctri- 
cal services' owing partly to the increased in the cost of generation 
of electric energy by the Railway due to receipt of larger quantities 
of inferior quality coal and partly to consumption of more energy 
on account of increased installations and partly due to arrear pay- 
ments for supply of electrical energy (22 lakhs), variation in compen- 
sation paid for goods lost or damaged on various Railways (13 lakhs) 
and more freight charges on account of carriage of revenue stores 
(6 lakhs). The excess was partly counterbalanced by savings due to 
minor fluctuations (5 lakhs) . 

After including the net ambcrnt of misclassifications indicatd in 
Annexures 'A' & 'B', the excess actual1 y requiring regularisn tion by 
the Parliament works upto Rs. 60,17,172 in relation to a voted flnal 
p a n t  of Rs. 29,33.68,000. 

V. Excess of Rs. 91.90.396 undcr Grant No. 12-Paymenta t o  
General Revenues (in rclation to the voted final grant of 
Rs. 95,02.65,000) - 4 . 9 7  per cent. 



The excess of abaut 92 lakhs over the flml aIlotrnent is hardly 
1 per cent of the final grant of M: 03 crores and war due to the 
under-noted factory : - 

( j )  Heavier capital expenditure on acquisition of assets-The 
actual capital expenditure durlng the year was about 
Re. 261 crores as against tho Budget Estimate of about 
Rs. 210 crores and the Revied Estimates of Rs. 237 crores 
on the basis of which a supplementary grant of Ra. 1.92 
crorea had Seen obtained. 

(ii) Adjustment of arrear dividend with retrospective etfect 
f r m  15th August, 1947--consequent upon the review of 
certain balances in respect of pre-partition payments. one 
of the zonal railways had dropped in accounts for 1962-63 
capital expenditure which on subsequent scrutiny was 
found to relate rightly to the post-partition accounts on 
that Railway and had accordingly to be restored w.e.f. 
15th August, 1947. This was done towards the close of 
the year when it was not possible for the Railway con- 
cerned to work out the requirement particularly in view 
of the disturbanccs at Calcutta and to obtain additional 
funds through a supplementary demand for grant; and 

(f i i )  Increased deferred dividend paid on certain new lines- 
Payment of dividend on Capital invested on new lines 
was deferred during the period of the construction and 
for five years after their being opened for tr-. From 
the sixth year onwards, current dividend has to be paid 
and in addition thereto, deferred dividend at the rate of 
interest charged to Commercial Departments has to be 
paid if the net income of those lines leaves a surplus after 
the payment of the current dividend. As a result of im- 
provement in earnings during the year to a level even 
higher than anticipated at the revised estimate stage larger 
surplus !became available on the new lines completing the 
moratorium period and the additional payment on this 
account thus became due at the close of the accounts for 
the year 1963-64. 8 

VI. Excess of Rs. 79,13,556 under grant No. 14--Construction of 
New Lines (in relation to the voted Anal grant of Rs. 65,83,44,000)- 
1.2 per cent. 

This grant is for expenditure on construction of new lines e t c  
chargeable to Capital and Depreciation b r v e  Fund. The excess 
of Ra, 79 lakhs works out to about 1.2 per cent of the final gmnt of 
Rs. 65,83 l a b  which included a supplementary grant of Rs. 20 lrlrhi 



tshen to cover s p e c i f l d y  the construction of certain lines to 
strengthen communications in Assam. 

The excess occurred mainly on the Northeast Frontier Railway 
(41 lakhs), the Northern Railway (26 l a b s ) ,  the Western Railway 
(18 lakhs), the Southern h i l w a y  (17 lakhs) and the S.E. Railway 
(5 lakhs); partly offset by saving of 28 lakhs on Railway Electriflca- 
tfon Project. 

The excess was chiefly due to hcavier debits in respect of supply 
of cement, rails, sleepers, ballast, pcrmancnt way materials and 
A.C. bearing plates, freight etc. (75 lakhs), accelerated progress of 
certain works as a result of improvement in supply of materials 
(33 lakhs) and aggregate of other minor variations (16 lakhs). This 
excess was partly counterbalanced by saving owing to non-settle- 
ment of certain contractors' bills and payment of some bills for sup- 
plies not having materialised (36 lakhs) and re-adjustment of debits 
in respect of certain rolling stock towards the close of the year (11 
lakhs). 

After excluding the net amount of mis-classifications as shown 
in Annexures 'A' and 'B', the txcess actually requiring regularisa- 
tion by the Parliament works upto R.;. 78,86,806 in relation to a voted 
final grant of Rs. 65,83,44,000. 

VII. Excess of Rs. 7,07,36,918 under Grant No. 15-Open line 
Works-Additions and Replacements (in relation to the voted Anal 
grant of Rs. 4,59,72,65,000)-1.5 per cent. 

This grant deals with expenditure on additions to and replace- 
ments of railway assets, such as rolling stock, machinery & works. 
It  also includes transactions both debits and credits, suspense 
accounts for stores, manufacture and miscellaneous advances. 

The excess of Rs. 7-07 crores over the final grant of Rs. 459.73 
crores works out to 1.54 per cent and occurred mainly on the South- 
ern (2: 62 crores), the Northern (1.36 crores) , the Central (71 lakhs) , 
the South Eastern (60 lakhs), the Northea~t Frontier (56 lakhs) and 
the Western (29 lakhs) Railways and under Rolling Stock bulk or- 
ders (42 lakhs) and the I.C.F. (41 lakhs). 

The excess was under 'works' (3.27 lakhs) , 'stores suspense' 
(2.71 lakhs) , 'MisceIlaneous Advances' (64 lakhs) , 'Manufacture 
Suspense' (33 lakhs) and 'Rolling Stock' (12 lakhs). 



The rxcess of 327 lakhs under 'worb' occurred chiefly due to 
improved supply of materials such as rails. deepen and other per- 
manent wav materials etr ,  and adjustment of more debits on account 
of freight, customs ctc. on the increased supply of stores (1,75 lakhs) 
greater progress on certain works, including track renewals and 
other structural works resulting from improve supplv of materials 
and expenditure on works undertakm in the in te re t s  of safety 
(1,07 lakhs), credits for surpl~ia matrnnls being less than expected 
due to dclny in transfer of certain rnatcrials and also certain adjust- 
ments not matcrinlising contrary to cxpcetations (46 lakhs) and 
hcavirr debits rcccivcd from thc Pay and Accounts office on account 
of advance payments for fabrication of girders being more than anti- 
cipated (31 Inkhe). The cxccss was pnrtlv offset by payments for 
supply uf certain plant and machinery not materialising to the extent 
anticipated (25 lukhs) aggregat~ ( j f  minor variations (7 lakhs) . 

The Excess of 271 lakhs untfcr 'Storw Suspense' occurred chiefly 
diw to rcceipt of heavirr dcbit, from India Stores Deptt. and Director 
General Supplirs and Disposals in  rcslwct of cost of stores intended 
for jyv(wl  purposcs and for frcaight, custom, charges etc, thereon 
(157 inkhs), rccclpt of l i r r p -  quantities of materials than anticipat- 
cd (49 Inkhs). less rcturn of stores fmm workrhops and departments 
(59 lnkhs), nnd aggrcgatc of minor  variaticms (6 lakhs). 

Thcb oxccss of 64 lnkh:, ~inticr 'Mi ccllancous Advances' occurred 
chitafly duc to more cxpcnditurc in rcspwt of wheelsets and compo- 
ntmts in rcscrvc stock and customs duty and i s u c  of materials on 
loan etc. placcd urldrr suspcnsct (67 lakhs), partly counterbalanced 
by nggrcgntc of minor variations (3 lakhs). 

The csccss of 33 lakhs undcr 'Manufacture Suspense' occurred 
due to greater progress of works for building rolling stock and com- 
poncnts in  workshops and aggrcbgate of minor variations. 

The excess of 12 lnkhc under 'Rolling Stock' was aggregate of 
minor variations. 

After including the net amount nf misclass~hcations as indicated 
in Annexures 'A' & 'B', the excess actually requiring regularisation 
by the Parliament works upto Rs. 7,26,36,901 in relation to a voted 
grant of Rs. 4,59.72.65.000. 

VIII. Excess of Rs. 20,01,494 undcr grant 16-Open Line Works 
Development Fund (in relation to the voted final grant of 
Rs. 29,74,82,000) -4.7 per cent. 



The excess of about 20 lakhs under this head was than three- 
baurth of one per ceat of the total allotment of Rs. 23,75 lakhs. Tho 
excess was the aggregate of cxxnparatively small variations compris- 
ing (i)  accelerated progress of certain works consequent upon re- 
ceipt of more materials and adjustment of more debits on account 
of cost of materials and freight, towards the close of the year (12 
lakhs), ( ~ i )  credits for certain surplus materials not received to the 
extant expected (4 kkhs)  and ( i i i )  aggregate of minor variations 
(4 Irkhs). 

As shown in Annexures 'A' and 'B' the excew actually requiring 
regularisation is Rs. 19,50,965 (after taking into account certain erro- 
neous adjustments) in relation to a voted grant of Rs. 29.74,82,000. 

IX Excers of Rs. 11,.18,54,317 under Grant No. 18-Appropriation 
to Development Fund (in rclation to the voted final grant of 
Rs. 37,75.42,000) -30.4 per cent. 

This grant covers the annual appropriation to Development Fund 
out  of the surplus which represents the net effect of the various fac- 
tors going into, and affrcting, the railway budget. In dealing with 
the  excesci over this grant, therefore, allowance has to be made for 
tbe fact that the actual quantum of the net railway surplus available 
for appropriation to this fund at the close of the year's accounts 
depends upon multifarious factors including the po-t-budgetary 
developments, which afTect the rcwxpts as also the working expenses 
and miscellaneous expenditure etc. of the Ra~lway Undertaking dur- 
ing the ccmr. e of the year. At the timt. of the original budget a sur- 
plus of Rs. 31 crores was antic7pated and this was proposed to be 
wholly appropriated to the Devclopmcnt Fund. The revised esti- 
mates, however, envisaged a :urplus of Rs. 37.75 crorcs, the increase 
of Rs. 6.75 crores being chiefly the result of increase under trafftc 
receipt (Rs. 22: 53 crores) . partlv offset by an increise under working 
expen-es (Rs. 14.30 crores) and an increase under dividend payable 
to general revenues in respect of the loan capital (Rs. 1.92 crorcs). 
Consequently, a supplementary grant of Rs. 6-75 crores was obtain- 
ed from the Parliament along with the supple~nentary grants con- 
sidered necessary in respect of the af:)resaid increase under work- 
ing expenses and div~dend payable to general revenues. 

The actual surplus at the close of the year, however, was Rs. 49.24 
crores and exce:d=d tke +,:::?c~tztio;ls i:, the revised et imates by 
Rs 11-49 crores. This increase in the quantum of surplus resulted 
chiefly from: - 

(i) Improvement in gross trafBc receipts over the revised esti- 
mates (Rs. 9.99 crores) chiefly under passenger earnings 



(6.12 cram) dscting the larger nnxnber of plsarngcnr 
carried and under goods earnings (5.83 crores) resulting 
from increase in the higher rated general goods trae 
The balance of the increase was the aggregate of minoa 
fluctuations under sundry other earnings, other coaching 
earnings and transactions recorded under suspense; 

(ii) Shortfall in revenue working expenses chiefly due bo 
expenditure on the special emergency force and other 
civil defence measurw being less than expected and un- 
foreseeable fluctuations in adjustments under  penas as 
(Ra. 1-21 mores) ; 

(i ii) Reduced expenditure on revenue open h e  works, chiefly 
as a result of progress of certain works and receipt of 
materials not coming upto anticipations and rephasing oi 
works etc. (Rs 1.05 crores) ; and 

(iv) Aggregate of minor variations under miscdlaneaus receipt. 
and miccellaneous railway expenditure (Rs. 15 lhkhs) . 

The aforesaid factors were partly offset by larger payments an 
recount of dividend to general revenues as a result of higher capital- 
r tcharge on which dividend became payable, adjustment of arrear 
dividend due to retrospective revision of capital-atcharge and increase 
deferred dividend paid on certain new lines which completed their 
moratorium period (Rs. 92 lakhs). 



A N N U U R E  'A' 
Stat.mmt s W n p  Excess owt Vored Granr s a3 s h n  in pora 12 of the Railccoy A d i t  R # p r ,  1965 or wail as rxcesses oorhed our 4 t h  mhiq 

into account, items of Misclasri/icarwnr. 

SI. NO. rnd Name of Oriyinsl < h a w  Supplcmentat y Final Expcndirurc Excess Rcal Excess Xagc of Yoage of 
No. Grant Grant Ganr after taking cxcas  rcolrrmr 

intoaccount ccol.6 (~01.7 to 
mirdasaifica- to col. col. 4 j 

t ions 4) 

I 3-Revcnuc-Pay- 
rnents to worked 
lincsjnd o.hers . 31.o1.000 





ANNEXURE 'B' 

--- 
S. No. Paniculan Amount 

I .  Excess shown in the Appropriation Acmunts . . 32,S7.~ 16 
2. (a) Deduct ;- 

( I )  Expenditure relating to grant 8 (Hs. ro,ooo), 
grant 10 (Rs. 23,931 + Rs. 1,656). grant 13 
ins. I ,69643 -- Ks. 12,233 +Rs. 6,HS8+ Rs. 18 
and grunt 16 (Rs. 59,820) hooked under grunt 5 2,84,2og 

( i i )  Expenditure relating to Defence Department 
booked under grunt 5 18,823 

( t i t  ) Expenditure erronmusly booked twice 
under grant 5 5,369 -- 

348,401 --- 
(b) Add :- 

Expenditure relating to grant 5 booked under grant 
13 21,170 

Real excess to be regularised by Parliament 
(1)-2(a)+2(b) . ' 30~00,285 

Grant No. 8.-Revenue-Working Expenses-Opcrarion other 
rhan sraa and fuel 

I Excess shown in the Appropriation Accounts 59,50,281 
2 Add :- 

Expsnditure relating to grant 8 booked under 
grant 6 (Rs. 56,891) and grant 5 (Rs. 10,000) d z  66,891 

Real excess to be regularised by Parliament I +2 6 1 7 , 1 7 2  
Granr No. 14.-Construction of New Line1 

I Exczss shown in the Appropriation Accounts " 79,133556 
2 (a) Deduct :- 

Expenditure relating to grant 16 booked under 
grant 14 32,008 

(b) Add :- 
Expenditure relating to grant 14 booked under grant 15 5,258 



S. No. Panicularn Amarrnt 

Real excess to be regularised by Parliament 
I -;r(a)+z(b) . 7W6* 

Grant No. 15.-Open Line Works-Additions and Replacemmrs 

I Excew shown in the Appropriation Accounts . 7,~936918 
2 (a) Deduct :- 

(i) Expenditure relating to grant 2 (Rs. a), pant 13 
(Rs. 16,240)~ grant 14 (Rs. 5 2 8) and grant 16 
(12s. 30,541 +RS. 5,029) book 2 under grant 15 579 152 

'ii) Clearance of amount from muperm, Misc. 
Advances, grant 9 by debit to grant I 5 twice . 1,100 

( I )  6xpenJ1ture relat~ng to grunt I (  hoked under 
grant 5 (Rs 1,69,643 -+ RS I 2,253 SRs. 6,888+ 
14s IN), grunt y (Ks 5,3081 and grant 16 (Rs. 
1,15,700$ k. 18,171 4 Ks 13,Y'4 3*4I9955 

(11) Wrong bookine of amount as minus dehit instead 
of credit outsrde the scope of grant . . 13,18,186 

\ t t ~ )  Wrong djustment of certmn credit as reductmn 
of expenditure instesd of credits of recoverim 
oi~ts~dc the $cope (d' prlrnt . 2,98+W4 

~ ~ ~ 8 ~ 3 5  --- 

liupcn,fiturc rchtinp to grant I 3 (Hs. 30,082:, and 
gr,\nt I 5 (Ks. I , I  (,mo-t-Rs. 18,171 -LRs. 13.y14j 
titw4xd under grant 16 . 1,771927 



APPENDIX V 

fVide Pam 2.19 of this Report 

MINISTRY OF RAILWAYS 

(Bailway Board) 

Points arising out of the Evidence tend& before ths P.A.C. 

Pma 12-Excess over Voted grant8 etc. 

A note may be given explaining how the Southera Railway hrfl 
incurred expenditure in excess of the allotment that ha.] been piv. ,.,; 

Out oY the 9 voted grants enumerated in this Audit Para, a part of 
the  excess under 4 grants (namely grants 8, 14, 15 and 16) occurred 
on the Southern Railway. A comparison of the original grant, revis- 
ed estimates. Anal allotment and  actual expenditure under each of 
thew 4 grants on that Railwav is given below:- 

r . Original grant . 
2. Revised Estimates 
3. Final allotment . 
4. Actual Expenditure . 

Variation 

(Amount in thousands of Rupees) 

Grant 8 Grant 14 Grant I 5 Grant 16 
.-- 

3 ~ 7 0 ~ 0 4  4 9 3 W  .'3143399 5956976 
4,12,02 4 , 6 R . ~  62,04,97 522,or 
49ro@ .: , 6 6 4  64999947 5,59934 
4,11,24 4,33,r5 67,6r903 5.6~63 

Variation benvem items 3 and 4 +84 +r6,5r +2,6r,56 + I 4 9  
(Excess +) 
(Saving -) 

--.--... .- -- -.------- 
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The exceases over the Anal allotments under Grant 8 and I 6  were 
relatively small and occurred for the following reasons: 

The excess of 84 thousand was the aggregate of small i n c r e w  
under Electrical Services due chiefly to increase consumption at 
higher tariff rates and increased cost of electric energy owing to in- 
crease in cost of coal etc. (378). increase under (a) water charges, 
(b) Oil and other stores due to increased holdings and heavier types 
of locos put on line (203), heavier debits on account of handling, 
collection and delivery of goods due to increase in handling r a t s  ar 
elso increase in Goods Tramc e t c  (165), fluctuations in debits on 
account of carriage of Rcvenuc Stores (72) and aggregate of minor 
variations (57) partly offsct by savings on account of debits for 
prinl~ng charge: not matcr;alising to the extent expected (6,85) 
and fluctuations in adjustments in  respect of payment of cornpen- 
tion for goods lost or damaged under final head and suspense (1'06). 

Grant 1 6  
Thc jncrcase of 1,29 thousand over the final allotment of 559.34 

lakhs was the aggregate of variations of small magnitude under 
Works in connection with 'Passenger and other Railway Users' Arne- 
nlties', 'lobour Welfare' as also 'Operating Improvements', more 
important of which were speedter progress of Qperating Improve- 
ment Works' resulting from improved availability of materials as 
also greater progress by contractors towards the close of the year 
(10.33); partly reduced by savings resulting from non-accountal of 
certain vouchers in respect of transfer of materials (1'39) and coct 
of electric motors having been taken under 'Workshop Manufacture 
Suspense' instead o'f this grant (96), and aggregate of small savings 
under various works in connection with 'Passenger and Other Railway 
Users' Amenities' (2.13,) and 'Labour Welfare' (4.57). 

The excess of 16.51 thousand over the final allotment of 416.64 
lakhs under this grant wa? the aggregate of the variations r e l a t i ~ g  
to six projects undertaken on this zonal Railway, more important of 
which was an excess of 14,15 under 'Construction of Bangalore- 
Salem' Metcr Gauge line against the final allotment of 165.48 lakhs, 
the balance being the aggregate of comparatively small variations 
under other projects. 

The excess in the particular project referred to above was due 
chiefly to receipt of more debits for materials such as rails, CST 
sleepers, AC Bearing plates and sheets, Dogs Spikes etc. (10.29). 
adjustment of the difference in the rates of imported fish-plates 



(110), receipt of more debits in respect of land (129) and other wna 
variations. 

The excess of Rs. 261.56 lakhs under this grant against a Anal allot- 
ment of Rs. 64.99 lakhs was mainly due to the foliowing reasons:- 

(Rupees in lakhs) 
(i) Receipt of debits fnr cost of storcs, customs 

duty, sea freight etc. being more than 
anticipated. 1,20 

(i i )  Fluctuations in adjustment of credits fur 
surplus materials etc. 8 1 

(iii) Adjustment of heavier advance payments 
made by Pay and Accounts M i c e  for fabri- 
cation of girders, points and crossings etc. 31 

(iv) Greater progress of works. 92 

(v) More expenditure on additional workg exe- 
cuted in the interest of safety etc. 44 

(vi) More stores is: ued for works and manu- 
facture purposes. 1 '03 

(vii) Minor variation. 3 

At the revised estimate stage, all the Railways had asked under 
grant No. 15 for a grosc provision of 479.58 crores as against the 
orlginal budget of 433.13 crores i.e. an increase of 46.13 crores. Of 
this. the increase indicated by the Southern Railway amounted to 
Rs. 14.82 crores. Aga~nst this requirement, taking all the relevant 
factors into consideration, the Reviscd Estimates were Axed at 459* 73 
crores and the Southern Railway's figure was fixed at 62.05 crores, 
against their demand of 64.26 cmres. It may be added that in the 
light of the limited additional funds available, owing to the difficult 
ways and means position, cuts had to be made on the requirements 
of the funds indicated by the Railways i n  their Revised Estimates. 
Thereafter, the Railways were advised vide Para 5 of Railway 
Bcard's letter No. 63-B-415gj1A&R dated 17th January, 1964 (extract 
enclozed) that they should keep their expenditure within the limit 
fixed and they should not take it that additional funds would be 
made available as a matter of course. (The gene'ral position has 
k n  explained in greater detail in the note submitted to the Com- 



W t t e e  with rdercnce b item 5(a) of the b t  of points arising out 
.ai the d t s ~ ~ s i o n s  held on 3rd December, lB65.). 

In conclusion, rt may be stated that one of the complicating ir- 
tors is that adjustments with the Civil Accounts Otaces continue for 
ahout four weeks after the end of the year and intra-railway and 
inter-railway t r amfen  can be made till the end of the succeeding 

J u l y  when the annual accounts are closed (c.f., item (i) to (ii) 
.above). 

Eztrcrct of Para 5 01 Ruilway Bwrd'r kt* No, 63-B4159/A&R, Wed 
17th January, 1904. 

The Revised Estimates herein for 1063-64 have been framed after 
detailed telephonic consultations with the FA & CAOs, and/or Deputy 
Financial Adviseni cmcerned. The Railway's requirements of addi- 
tional funds under this Demand. a s  well as under other 'Workm 
.Grants', were generally much in excess of the Budget provision. 
'The additionel .requirement for the Works Grants (Nos. 13. 14, 15 
and 16). wmprising the 'Capital Budget', has to be "cleared" with 
the Ministry of Finttnce, within the limitations of the overall 
resources available. before going up for Supplementary Demands 
for Grants; the ~dditional tlcmands by the Railways have, t h e r e  
fort., had to br pruned down, so as t o  limit the overall excess to 
the order of  bout 10 per cent over the net budget provision. The 
general taxation levies and increase in prices admittedly have involv- 
ed FI pmt-hudget efkct, which is about three per cent increase in 
-the costs; and cven allowing for the speedier progress of works, 
etc., than ~ l lowed  for in the Budget. i t  is considered that the 
increases provided i n  thc estimates herein, represent, in the total 
w h a t  can rt?asonably be asked for as  additional to the Budget and 
additional to  the expenditure incurred in 1962-63 The need to 
~ e q u l a t e  the expenditure within the limits of the sanctioned Budget 
provision is obvious, and thereyore the Railways could not have assum- 
od that all the additional funds asked for would be given as a matter 
of course. It should not consequently be difficult for the Railways to 
'keep the expenditure for the current year within the enhanced limits 
(over and above the budget provision) indicated in the Revised Esti- 

mates for other Works Grants sent out separately. 



APPENDIX V1 

(Vi& Para 219 of this Report) 
GOVQLNMB~T OF m' 

MINISTRY OF RAILWAYS 
(Railway Boud) 

Poinb aTising out of t k  Evidence tendwed befora the P.A.C. 

Pam 12-Excess otvr Voted Grants and Charged Apptopiations. 

Point: 
A note may be furnished explaining: - 

( i )  the reasons for the excesses as also the correspondence, if 
any, which was exchanged between the Railway Board and 
the Railways and the Railway Board and the Finance 
Ministry. 

( 1 1 )  Whether the excesses occurred because of unforeseen rea- 
sons or whether those reasons were known even a t  the 
time of the supplementary grants. 

(iii) Whether the cxcesses occurred with the knowledge and 
sanction of the Railway Board or without their knowledge. 

(iv) What action, if any, the Railway Board propose to take in 
this connection. 

Reply: 

(i)  The reasons for the excesses were explained in the note sent 
with this Ministry's Merno 65-B(C)-RARICh. I'Genl. dated 24-4-1965 
and in the separate note on sub-item 5 (c ) .  

As usual, the rl.vised es'imates as fixed by the Board (with refe- 
rence to which Supplementary Demands, where necessary, were 
placed before Parliament), were communicated to all Railways in 
the latter half of January 1964. No further correspondence ensued 
between the Railways and the Railway Board about the fixing of 
Revised Estimates by the Board, excep' in regard to  Grant 15 and 
that too from only one Railway. In Board's letter of 17th January 
1964 communicating the revised estimates for Grant 15--wh'ch cover- 
ed the bulk of the total expenditure under Works Grants, and was as 



high as 460 c r o r e t i t h e  attention of the Railways was pointedly drawn 
to the need far their ensu.ring that the actual expendjture was con- 
tained within the allotment, which had to be restricted in view of the 
overall ways and means position and the need to reduce Government 
spending. Only one Railway came up wlth a special request on the 
7th February 1964 for additional funds under this grant. A copy of 
thc Board's lcttcr of '17-1-1969 and of the letter** containing the 
spcc sl rcqucst r.c*!c.rrcd 10 a r c  c>l:closed. No reply was lssucd to the 
R3i lw1y  a t  the t l ~ l w ,  t)ut i !  war; dccfded to give spccial consideration 
to thi:; rcquc:st at tho tlmc of the rcvicw of modifications towards the 
end of M:rrch. Following this rcv.ew, additronnl funds to the rxlcnt 
of Its. 1.15 crores over the Revised Estimate futcd by the Roard were 
in fact m r i d v  av;r~lirble to this Railway; a n j  only 45 lakhs of the Rail- 
way's r c ~ i ~ ~ s d  P S ? : I Y I : I ~ P  W:IS not nllowc~d even in  the final stage. The 
dctsils rvlating to this Railway under Grant 15 excluding hulk order 
itcmr arc1 given below: - 

(Figures in thousands) -- "-.- ----------.-----.----.---- 
Revised Estintatcs Final Grant 

Actuals 
As asked for by As fixed by As asked for As fixed by 

the Rly. the Board by the Kly. the Board 

Thc flxing of the Revised Estimates for Works Grants is generally 
finalised by discussion between the Financial Commissioner and the 
Finnnce Secretary, and not by formal correspndence between the  
Ra~lway Ministry and the Finance Ministry. 

( i i )  & (iii) The excess occurred under/four Revenue Grants, 
namely, 3, 5, 7 and 8, and three Works Grants. namely, 14 15 and 16. 

The details of the Revenue demands are  given in the statement 
below: 

(I:i y res in thousands) - ------ - -- .-- -- ----. - - -- - - -- --- 
Revised Estinlntes Final Grant 

Actuals 
As asked for As f i x 4  As asked for As fixed 

by Klys. by Board by Railways by Board 



It will be clear .from the above statement that the Railways' esti- 
matt under Grants 5 & 7 a t  tbe F'inal Grant stage was well within the 
estimates fixed by the Board and there was no occasion for seeking 
additional funds over and above the revised estimates fixed by the 
Railway Board. Under Grant No. 3 the actuals were 31'02 agaimt 
the estimates of 31.01. fixed by the Board. Under Grant No. 8 the 
estimate Axed by the Board at the revised estimate stage (29,33,68) 
was higher than the  Railways' revised estimates (28,75,25). A fur- 
ther increase of about 27 lakhs, representing less than 1 per cent of 
the total grant, wa3 envisaged towards the end of March 1964 in the 
Railways' latest anticipations, but this could not be covered, as it 
was not possible as the time available was insuficient for obtaining 
a snpplemwtnry grant. Ult mately the actunls were higher by about 
60 lakhs. 

Details of the thrct- works grants where excesses occurred are 
furnished in the statement below: 

(Figures in thousands) 

Kcvised Estimutcs I;inal Grant 

Grant 15  479,55,64 j9,7.?,65 463,4f4,50 459,72,65 466,fWz 
Grant 16 33,56,60 20,74,82 29,45,0X 29,4(,0X - 29,94983 -- --- 

57796945 55513341 559918942 555,01,I7 563,37943 

At the outset t,he Ministry of Railways would like to stress the 
urgent need at the time to restrict Government spending in view of 
the ccmomlc situat on and the  difficult ways and means position of 
t h f l o v e r ~ m e n t ,  so that the rt~viscd estimates ~ndicated by the Rail- 
ways had to be drastically pruned, even though the railways had the 
cap9citg t~ use all the extra funds asked for during the rest of the 
financial year. Against this background, a cut of about 22 crores 
was made *n the Railways' Revised Estimates under these three grants 
as will be observed from the above statement. That the Ministry of 
Railways were really able to achieve a raving of about 141 crores 
over the Revised Estimates asked for by the Railways is a measure 
of the tight control over spending towards the end of the year. If, in 
this procers, there were excesses of about 1 per cent or less under t he  
individual grants, they were largely due to factors not entirely with- 
In the control of the Railway Administrations. 



(iv) In the light of the cxpdmce d recent yearr, and putl- 
cululy of lM&&#, r C~mmittcc d thres ~~ of the Rsilway 
Bovd have gone into the reasons which led in the pasf to ex- 
aver the voted granb. In the light of their recommsndetfanr, tba 
Ministry of Railways are shortly issuing suitable instruction8 to 
furtber tighten up control wer expenditure against sanctioned allot- 
ments at various levels. 



ANNEXURE S 
BY AIR MAIL - 
BY COURIER 

MINISTRY OF RAILWAYS 

No. 83--159 1 A&R, 
New &?hi, the 17th January, 1M.. 

The General Managers, 
Central. Eastern, Northern, North-eastern, Northeast E'rontier, 

Southern, Southeastern and West Railways 
The General Manager. 

Chittaranjan Locomotive Works, 
Chittaranjan. 

The General Manage-. 
Diesel Locrm7ti-:? Ww-ks. 

Varanasi. 

The Chief Administrative OAicer 
D.B.K. Railway Projects, 

Waltair. 
. . - The General Manager, 

.- - - Inteqral Coach Factory. 
Perambur. 

S m m :  Reui,~ed Estimates-Demund No. 15--6pen Line Wotks- 
Additional and Replacements far 1963-64. 

The Board have fixed your Revised Estimates under Demand 
No. 15-Open Line Works--Additions and Replacements-for 1963- 
64. as shown in  the enclosed statement. I t  is proposed to obtain a 
Supplementary Grant from the Parliament based on these esti- 
mates. The Board. therefore, desire that the pace of expenditure 
&odd be so regulated that the money anotted is fully utilised and* 
there are no excesses or large savings at the end of the year. 



Details of the provision included in the Revised Estimates in resped 
d Bulk Order item of Rolling Stock are being communicated 
sepatrately. 

2. The funds alotted to each Railway on account of Bulk Order 
Item8 should not be included in the Final Modification statements. 
If, however, any change is required therein, it  should be brought 
out clearly in coverlng letter to the Fmal Mtdlfications, but the 
change should, under no circumstances, be incorporated in the state- 
men t itself. 

3. The R e v i d  Estimates may be distributed between 'Works 
costing more than a lakh each' and 'Works costing no: more than a 
lakh each' to suit actual requfremmts. Formal orders of reappro- 
priation will, as usual, be issued through the Final Msdifications. 

4. Requircmcnts of funds in the Final Modifications should be 
shown by detailed heads and explanat~nn for variations should be 
furnished with rcfcrencc 11, t h ~  Revised Est imntcs as now fixed. 

5. The Rttvised Estimates hcrein for 1963-64 have been framed 
after detailed telcphonic consultations with the  FA & CAOs, and/or  
Deputy F~nnncial Advisers concerned. The Rnilwnys' requirements 
of edd~tional funds under this Demand as well as under 
olher 'Works Grants' wew generally much in c~xcess of the Budget 
provision. The additional requirement for thc works Grants (Nos. 13, 
14. 15 and 16), comprising the 'Capital Budget'. has to he "cleared" 
with the Ministry of Finance, within the limita:ions of the overall 
resources t~vailnhlc, bcforr going up for Supplemcntorp Demands 
for Grants; thc additional demands by the Railways have. thrre- 
fore, had to be pruned down, so as to limit the ovcrall excess to !he 
order of about 10 per cent over the nct hudgct provision. The 
general taxation levies and increase in price. admittedly have 
involved a post-bud@ effect. which is about three per cent increase 
in the costs; and even allowing for the speedier progress of works, 
etc., than allowed for in the Budget, it is considered that the 
increases provided in the estimates herein, represent, in the total, 
what can reasonably be asked for as additional to the Budget and 
additional to the expenditure incurred in 1962-63. The need to 
regulate the expenditure within the limits of the sanctioned Budget 

,provision is obvious, and therefore the Railways could not have 
rssumed that all the additional funds asked for would be given gs 
8 matter of course. I t  should not consequently be difficult for the 

.h i lways  to keep the expenditure for the current year within the 



In 
enhanced limits (over and above the Budget provision) indicated 
in the Revised Estimates sent herewith and in the Revised Esti- 
mates for other Works Grants sent out separately. 

Sd !- C. T. VENUGOPAL, 
Addl. Member, Finance, 

Railway Board. 
DA: As above. 
No. 63-B-4159/A&R. New Delhi dated 17th Panuury, 1964. 

Copy. together with a copy each of the statement referred to 
above, forwarded to Accounts (I) and RS(B) Branches of the 
Board's Omce for information. 

DA: As above. 
Sd/- M. RAMJI, 

Joint Director, Finance (Budget), 
Railwal~ Board. 



COPY 

Bv Air Mail 

B.C. GANGULI, 
OctlclaI M a q c r .  

Office of the 
GENERAL M.WAGER 'N.F. Rly. 

Pandu, yh Feb, 1964. 

D. 0. No. RT/Cicnl./6~-6q, 

Re:-Revised Estimates for 1963-64 undenvotks 
Demands No. 13 to 16. 

Ref. :-!i) Board'$ letter Xo. 63-R-4 I 58 dated 
14-1-64, fixing revised estimates for the Rail- 
way undcr Demand No. rq at Rs. 1 1  -66 
crorcs. 

(ii) Board's letter No. 63-B-4159'A & R 
doted I 7-1 -64, fixinp revised estimates under 
Dcmand No. 15 at Rs. 15.78 crores. 

(iii) Board's letter No. 63-B-4x591 B dated 
14-1 44, fixing revised estimates under 
Demand No. 16 at Rs. 2.45 cronra. 

(iv) Board's letter No. 63-B-464B dated 
r 4-1 -64 fixing revised estimates under 
Dcmand No. 13 at Rs. 71.9 lakhs. 

While fixing the revised allotments, the Board have made the following 
cuts in the funds demanded by this administration:- 

Cut imposed by the Rly . Ktassessed require- 
Board. ments. 

(Cut to be restored). - --- 
Demand No. 14 . . Rs. 2 -21 ~ ~ o r e s .  I '93 mores. 

1)emund No. 15 . . Rs. I .60 crorcs. I '04 crores. 

D d  No, rGDF(2) Rs. 29.04 lakhs. 26.29 lakhs. 

Demand No. 13 . . Rs. 11 lakhs. 6.69 lakhs. 



After receipt of the revised allotments, the position was reviewed 
by calling a meeting of the Deputy Heads of the Departments and 
as a result of review of the progress of the works already made and 
commitments entered into, it will not be pomible to remain within 
the cut allotments. Board are, therefore, requested to reconsider 
the matter and allot the additional funds to the extent indicated in 
the attached note, by approaching the Parliament, if necessary. It 
may be mentioned that these cuts if not restored, will adversely 
affect the progress of the following constructions and large Open 
lines works and will result in excess over allotment as commitments 
have already been a t e r e d  into:- 

(i) New Broad Gauge Lines from Raninagar to Assam for 
which a token provision of Rs. 20 lakhs only was made at 
the budget stage, because full details were not available. 
This is a top priority work which has to be completed 
within the three working seasons. 

(ii) Construction of new B. G. Line between Farakka and New 
Jalpaiguri, termed as "Development of capacity for the 
movement of oil traffic." 

(iii) Provision of a Carriage and Wagon Shop at Bongaigaon. 
(iv) Line capacity work in connection with stepping up of ferry 

crossing of wagons at Farakka from 200 to 400 wagons 
per day. 

It may be mentioned that the matter was discussed with the 
C R B .  when he was here from 31st January to 2nd February, 1964 
and he promised to reconsider the matter and allot the additional 
funds, as re-assessed now. 
With kind regards, 

Yours sincerely, 
Sd/- 

B. C. GANGULL 
DA:-Chae. 

Shri C. T. Venugopal 
Additional Member, Finance, 
Ministry of Railways, 
Railway Board, 
New Delhi. 



hPPENDTX VII 

[Vi& para 2.44 of this Report] 

MIN1,STRY OF RAILWAYS 
(R.Uway Board) 

Points arising out of the evidence tendered before the P.A.C. 
Para 16-Missing and unamnected coal wagons. 

Point : 

A statement may be furnished showing the amount of cornpnsatim 
paid to the private paflies on account of missing coal wagons during the yeam 
1962-63, 1g63-64 and I 964-65 

Reply : 

Amount (in thousands of Rs.). 
Year 



APPENDIX VIII 

[Vide para 3.9 of this Report] 
GWF~NMENT OF INDIA 

MINISTRY OF RAILWAYS 
(Railway Board) 

Points arising out of the evidence tendered before the Public 
Accounts Committee 

Para 18-Extra expenditure due to delal~ in the finalisation of tendet. 

Point: 

A comprehensive note may be furnished in respect of the case 
mentioned in the Audit Para explaining, inter alia- 

(i) the delay at different stages; 
(ii) rates quoted by different parties; and 
(i ',) how many times ceilings for construction cost were 

revised in connection with this transaction. 

Before dealing with the specific points raised by the PAC the 
Ministry of Railwavs would like to clarify at the out-set that 
though, admittedly, there has been delay in finalising the subject 
tender, the reasons for which are explained in some detail in reply 
to the specific points raised by the Committee later in this note, the 
processing and consideration given to the tenders by the Tender 
Committee at various stages were by and large in the normal course 
of observing due procedural requirements. The fact that during the 
subject period Chinese Aggression on the NEFA border intervened, 
an entirely unpredictable factor which with the consequent unsettle- 
ment in the area, affected the ratea for the various works, has to 
be duly allowed for. As would be seen from the explanations fur- 
nished, the Administration's action at each stage was cond tioned 
by the circumstances prwailing at the time. I t  would seem to be 
a reasonable and justifiable view that even if the work-had been 
allotted to the lowest tenderer in the initial stage he may not have 
completed the job at the rates quoted by him in view of the Emer- 



gency. With this brief background of the case, the points raised 
by the Committee are explained re+iotim Mow:- 

(i)  A chronological statement indicating stage by stage the 
consideration of the caae, incidentally bringing out the 
reasons for the delay at each stage axid also explaining 
the background against which the decisions were taken 
at each stage is attached (Annexure 'A'). 

(ii) A statement is attached giving the relevant information 
(Annexure 'B') . 

(iii) At the time the tenders were invited initially the ceil- 
ing costs prevalent were those Axed in 1960 and made 
effective from 17th March, 1960. At the time of consi- 
deration of the tender the work relating to the revision 
of the ceiling cost index was in hand and it was finalised 
on 20th September, 1962. Subsequent to that a further 
revidon was undertakan and made effective from 29th 
May, 1964. It may incidentally be mentioned that there 
are no definite orders from the Board specifying the 
period within which such revisions should take place, 
though the Engineering Department a t  their discretion, 
depending upon the level of prices decide on revision 
from time to time. However, the general question of 
issuing specific instructions in this connection is now 
under the consideration of the Board. 



The consideration of the tenders invited for construction of rco units, 
Type1 and 50 units of Type-I1 quarters at Dibrugarh District of N. F. 
Railway is given below :- 

First Sfage Banvecn 26-6-196a to 7-9- I 961 

(i) T h e  tenders were opcned on 26-6-1962. . . 26-6-62 

(ii) 7 tenders consisting of 47 itfms in all werc scrt to 26-6-62 
Tender Section of CE's ofice for tabulation, calculation 
and prcpnrinp brief notes for placing heforc the Tender 
Consideration Committee. 

(iii) Time taken for tabulation, calculat icn urd prcparinp 27-6-62 to 
the briefing notes (15 days). 13-7-62 (ex- 

cluding 1st & 
8th July being 
Holidays). 

(iv) Papm were scnt to FA Br C-40 for comparison of ratcs r 6-7-62 
in th? t , ~  hulation chart :lnd checking of calculations and ( I  4th & 15th 
examinntion of complcre tender papcrs as well as Tuly being 
conditions of contract. %lolidays). 

(v) P~lpcrs were received back from FA & CAO's Office 31-7-62 
( 1 5  days). 

(vi) Pnpcrs were sent to Drauing Office for calculation of' 1-8-62 
ceiling cmt of buildings as well as cstimatcd cost for com- 
parison with the rates of the lowest tenderer. 

(vii) Papcrs were received back from Drawing Office. 13-8-62 

(viii) Tcnder Cornmittcc mceting held at which it recom- 17-8-62 
mendcd that the Contr:ctor\ should be callcd for negotia- 
tion as rhc tender rates of the lowest tenderer exceeded 
the the1 ceiling cost of type I quarters fixed for 
Dibrugarh Dim.  

(ix) Reference was made to FA & CAO by the CE for 18-8-62 
revision of Building cost Index of the entire N.F. Railway. 



(x) Chief Engineer accepted the Tender (bmmkc's 23-8-62 
mrnnmcndeuons (v ldr  item VIII above). 

(xi) Gill letters were issued on 28-0-62 to the contractors 28-8-62 
to attend negotiations. 

(xii) Date fixed for negatiation and negotiation held on. 7-9-62 

(xiii) Tender Committee recommended for invitation of 7-9-62 
fresh tcndcra on 7-9-62 as only the lowest tenderer 
who attended the negotiation did not agree to reduce 
his rates. 

Initially upto 31st July 1962 i.e., about a month since the open- 
fng of the tenders, was taken up in evaluation and comparison of 
rates in consultation with Finance. The next stage of referring 
the documents to the Drawing Branch was taken up on 1st August 
1M2. This reference could not have been made earlier as the 
Administration was handicapped because of only one set of tender 
documents )being available whlch had to be referred to the concerned 
department for rcIevant checks from technical, financial and other 
angles. Therefore, considerat~on of the tendcr papers could be 
done at successive stages clnd not concurrently. As the Com- 
mittee had to deal with the implications of the tender value being 
in excess of ceiling cost by attempting negotiations, the lag bet- 
m e n  the time the material was ready for consideration by the 
Tender Committee (13th August, 1962) and the reconlmendation 
(7th Stptember, 1962) arose. 

Stage N o .  (2) F r o w  7-9-1962 ro 30-11-1962. 

Before the Tender Commit tee's recommendation for invitation 
of fresh tcbnders could be put up to thc Chief Engineer, it was 
noticed by the Tender Committee that the building cost index for 
Dibrugarh Distt. had been increased from 157 to 173. The Minis- 
try of Railways would like to clarify in this context that the re- 
vision of building cost index involves considerable detailed exami- 
nation in both the Executive and Finance Branches. On the N. F. 
Railway, the revision which was taken up in September 1961, was 
under consideration between the various District OflBcers (Engg.) 
and the Finance Branch in the headquarters office. It will be a p  
preciated that till a revised set of indices was formally approved 
by the competent authority, at the intermediate stages, it will not 
be known at what level precisely the indices would be tixed 



Therefwe, the Tender Committee while considering the matter and 
making a perticular recommendation on 7th September, 1962, had 
to go by the building cost index prevailing at that time and their 
recommendation to call for fresh tender must be considered to be a 
reasonable and legitimate one. However, when, before this recom- 
mendation was put up to the Chief Engineer, revised building cost 
indices had been decided upon on 20th September 1962, obviously 
this vital change had to be taken into account by the Tender Com- 
mittee. Accordingly on the basis of the enhanced building cost 
index the rates of the lowest tenderer both for Type4 and Type41 
quarters were found within the ceiling limit and the Tender Com- 
mittee, therefore. recommended on 5th October, 1952 for acceptance 
of the lowest tender. The Committee's decision was based on the 
following figures: 

Ks. Its. 13s. 

Type-I IOO (D~uble- 4599 4971 
storeyed) 

The Committee's recommendation was accepted by the Chief 
Engineer on 14th November, 1962. This delay was due to the 
absence of the Chief Engineer on tour to Lucknow between 2nd 
October, 1962 and 22nd October, 1962 and later due to Chinese Ag- 
gression there was a virtual standstill in the normal work of the 
Railway. The District Engineer, Dibrugarh was informed by the 
Headquarters Office by telegram on 16th November, 1962 that the 
tender had been accepted and the acceptance of the tender was 
communicated to the contractor on 30th November, 1962. Mean- 
while, the contractor withdrew his offer on 16th November, 1962 
without assigning any reason. 

Stuge (3) Between 1-12-1962 and 641963. 

Notwithstanding the contractor's withdrawal of the offer he was 
requested to attend Chief Ehgineer's OPBce on 12th December. 



1082 to sign the contract agreemeDt on the baoio of teaQr m d p  
accepted by the Administratiou Though there was no responoe 
from the contractor for sometime. he again evinced interest a, 
wlll be seen from the following chronology:- 

(1) Contractor expressed willingnew to do the work 
p v i d e d  certafn new conditions . introduced ,by 
him involving an additional payment of Rs. 29,107 
were accepted. 21-1-63 

(if) Tender Committee decided not to accept these 
conditions but call for all other tenderers for 
negotiations. 25-2-63 

(i i i)  Tender Committee decided to accept the Contrac- 
tor's offer with special conditions as no contractor 
turned u p  for negotiation either on 27th February, 
1963 or on 20th March, 1963 fixed by the Com- 
mittee. 2 1 -3-63 

(iv) The Contractor wrote to the Railway stating 
that his offer might be treated as cancelled. as 
the tender could not be decided by the Admi- 
nistratlon wlthin 24 months after the submis- 
sion of his letter datcd 21st January, 1963 and as 
the Market rates as well 3s labour rntcs had much 
increased during this period. 5-4-63 

It  is conceded that at  the above stage the matter could and 
should have hccn progressed with a greater sense of urgency by 
the Railway Administration. The Ministry of Railwavs would 
however respectfully urge that the Tender Committee while con- 
sidering the renewed offcr of the contractor, attempted both to  
satisfy themselves about the reasonableness of the increase de- 
manded and also to see that adequate opportunities were afforded 
to other tenderers to give competitive quotations. The Committee 
acted in goad faith and in the best interest of tke administration 
but it is unfortunate that in the result, the contractor withdrew 
his offer and other tenderers did not at all respond. 

Stage No. (4) Between 6-4-1963 and October, 1m. 

Finding no alternative the Railway Administration decided on 
going in for a fresh open tender and this was issued on 22nd May, 
1963 and the opening date was 2nd July, 1063 but subsequently ex- 
knded to 12th July, 1963. The chronology of w e n t s  leading to the 



&a1 awarding of the contract in re:pect of this work is indicated: 
below: - 

I .  Fresh ten& was mvited on 22-5-63 keeping opening date 13-7-63 
as 2-7-63 which was subscqumtlp extended to 12-7-63, 

2. 3 Tenders consisting of 43 items of the Schedule w e n  sent 12-7-63 
to Tendcr Section for tabulation, calculation and hric 
fing note. 

The  names of contractors t w h e r  with the value worked out a r e  
given Mow :- 

(b) hl's. Raha Engineering (P) Ltd . Rs. ro,~o,252/- 

(c) Shri R. Sarkar . Rs. 26,25,147/- 

3. Time taken for calculation, tabulation and briefing 18-7-63 
notes. 

4. Papers sent to Drawing Office for check . . 18-7-63 

5 .  Papers received from Drawing Office . 30-7-63 

6. Papers sent to Accounts for checking . 30-7-63 

7. Parers received frcm Accounts duly chcckcd . . 13-8-63 

8. Heads of Department Tendcr Committee Meeting 
held on 3-9-63 3-943 

g.  Contractors requested to attend negotiations . 4-9-63 

ro. Heads of Dcpartmcnt Tender Committee Meeting 
held on 13-9-63. . . 13-9-63 

I t  was decided to ask Shri Sarkar who lowered his rates t o  
Rs.g,bq,o67/- against Rs. 26,2~,1q;l-yayable to him at the rates ori- 
ginally tendcrcd by him to yroduce certificates of his experience 
and proof of his financial capabilities, when Seth Gurdinamall 
did not turn up and MIS. I'iaha Engineering (Pj Ltd. failed t o  
deposit rarncst m w c y  cn scme plea. 

I I Contractor Shri R. Sarkar's certificates for financial 
capabilities were received on . . 24-9-63 

12. A fourth party, namely, M/s. Gopal Construction & 
Company submittcd their offcr on 1-10-63 and their 
offer was valurd at Rs. g,r 1 , 5 j ~ / - .  (which was lower 
than Mr. Sarkar's offer of Rs. 9,84,067 . . 1-10-63. 



13. H d  of Dcpmment Teadtr Cammincc Mscring 
held on 19-10-63 and it wss considered ant to entrust 
the work to Shri R. k k a r  but to MIS. Gopaf Cons- 
truction & Company who, being the w o r k q  contractor 
under Swvcy and CoMuvcrion Organisation at Ran- 
gapara North, waa found suitable . 19-10-63 

a4. Thia firm's (MIS. Gopal Construction Co.) tender 
wes ecocpttci on single tender k, and acccptancc 
communicated to the party on 7- I 1-1963 by express 
TJkgram . . . .  . . 24-10-63 



Rrrtes quoted by difiercnt parties: 

The rates in regard to this case are to be compared with ref* 
ence to three stages as indicated below:- 

First Stage 

In response to the tender Notice for open tenders for consku+ 
tion of 100 units Type-I (double storeyed) and 50 units Type-I1 
(double-storeyed) quarters at Dibrugarh, which was opened on 26tb 
June, 1962, the following tenders were received:- 

Rs. 
I .  Seth Hiranand 8,72,571 

2. M/s Raha Engineering (P) Ltd. . . 8,65,050 

3. Sarciar Suntok Singh . - 9,143449 

4. Shri D.D. Banerjee . I 1~85,077 

5. Seth Gurdinamal . 8,10,955 

6. M/s United Construction - 8,51,576 

7. M/S. Sind Construction ' 8,359886 

Second Stage 

During the consideration of the offers as received with reference 
to  the June 1962, tender, the Tender Committee decided to accept 
the offer of Seth Gurdinamal for Rs. 8,10,955. During the further 
negotiations the tenderer came up with the proposal for an increatm 
in his rates by Rs. 29,1071- taking his overall rate to Rs. 8,40,0621-. 
Even though this was accepted by the Administration, the tenderer 
finally withdrew his offer. 

Thi7d Stage 

Tenders were called for the second time in May 1963 which were 
opened in July, 1963. The following 3 offers were receivd:- 

Rs. 
I. Seth Gurdinamal .!4959397 
2. M/s Raha Engineering (P) Ltd. . ' I 0,50,252 
3. Shri R. Sarkar " 2695,147 



It may be mentioned that the firrt 2 tenderers had also tendtred 
.at the initial stage vide items (5) and (2) respectively of the Table 
.aader Stage I. It is significant to observe that these 2 tenderers had 
quoted a very steep increase over the previous rates. As &cdy 
pointed out in Annexure-A, none of the above 3 offers could be 
amsidered and a 4th party namely M/s. Gapal Construction Com- 
gany came into the picture with an offer of Rs. 9,11,550/- which was 
arltimately accepted and the contract awarded. 



APPENDIX IX 
[Vide Para 3.65 of this Report] 

MINISTRY OF INDUSTRY AND SUPPLY 
(Department of Supply and Technical Development) 

Pomts arising out of the evidence tendeted before the Public 
Accounts Committee 

PARA Wandakaranya-Bokngir-Kiribunr Railway Project- 
purchare of unsuitable Dritt Steel Rods. 

Points: ( i )  It appears that at least some payment was not made to 
the A r m  till July, 1963 as the D.G.S. &. D., had made a 
reference to the Law Ministry on 25-7-1963 whether 
they could stop the payment or not. A note explain- 
ing the position may be given. 

The delivery period indicated in the AIT was 30th November, 
1962. The firm completed supplies on l l th  Decembir, 1962, Le., 
within the grace period of  21 days. The price of the A/T w a s  
regularised on 1st April, 1963. The consignee returned copies No. 2 
and 5 of the Inspection note to the Arm on 14th February, 1963. The 
consignee asked the Director General Supplies and Disposals in his 
letter dated l l th  February, 1963 to withhold balance payment to 
the firm. The firm, had received a sum of Rs. 1,90,750/- between 
the l l th  and 26th December, 1962 towards 90 per cent payment as 
per the terms of the contract. The balance payment of 10 per cent 
plus the Security Deposit of Rs. 10,920/- was withheld until the flnal 
decision was taken on 3rd September, 1965, regarding the disposal 
of the unacceptable stores and till the firm deposited in cash the 
nalue of such stores as were back-loaded to them. 

(ii) The date when the Ministry of Railway,# (Raihvay 
Board) had sent their approval note or inspection note 

on the basis of which the DGS&D could make the pay- 
ment may begin. 

Tbe -&pee xel-d copies Db. 3 and 5 of the Inspection Note 
on 14-2-1963 against which the firm was entitled to the balance 
10 per cent payment. 



(ili) A note may be furnished explaining why a copy of t h e  
letter of the 16th November, 1961, from the Calcutta 
Engineering Storm was not sent to the Inspector of the  
ff iS&D in Tokyo. 

Copy of the finn's letter dated 16th November, 1961, was not 
sent to the Inspector in Tokyo as in that letter the firm had merely 
confirmed that the stores offered by them were exactly to the speci- 
flcntton as mentioned in the tender enquiry. It was on the basis 
of this confirmation that the A 'T was placed nn the firm subse- 
quently. 

(iv) The number of contracts given to this Indian firm after 
the receipt of the complaint and during the period when 
the matter was referred to the Law Ministry may be 

The complaint was recelvcd under consignee's letter dated 11th 
February, 1983, (letter recdvsd on 15th February, 1963). On receipt 
of this lattcr, the D.G.S.&D approached the Dlrector of Inspec- 
tian, Tokyo for complctc dctnils and took up the matter with the 
Arm. After collecting the data, the Rlc was referred to the Law 
Ministry un 25th July, 1963. The following contracts were placed 
on this firm during the period l l s t  February. 1963 to 25th July, 
1963: - 
S1. contract No. Month of Issue Value 
No. 

Rs. 
I .  CAL/PR-1/13 . February, 1963 34,686. 

3. SR314480 . . March, 1963 19,301 

4. CAL/PM-III/J~ . DO. 4,789 

SdJ- (N. R. Bansod) 
Joint Secretary to the Gimm m t  qj  ln& . 

Pile No. 43(6) /@-PI 
New Dalhi, dated April, 1966. 



APPENDIX X 
[Vide Para 3.65 of this Report] 

MINISTRY OF RAILWAYS 
(Railway Board) 

Po nrs nris:rtg otr t  o,f the  ct9idpncc teudered twforcs the Public 
Accnunts Commit tee 

PARA 3%--I) .H.K.  Railway Proj~cr-Purchase of unsuitable Drill 
Steel Rods. 

Point: 

( i i )  Thc date when the Ministry of Railways (Railway Board) 
had s w t  their approval note on inspection note on the basis of 
which the I3 C.S &D. could m a k r  the payment may be given. 

R e p l y :  

Thl, 1nspcct:on note was relcascd by the consignee to the Arm on 
14th FvSrunry. 1963. This rc~lc:~sc of ~nspection note would have 
normally cnnblcd the firm to rercive balance 10 per cent payment 
only. 90 per ccnt payment having already been made after inspec- 
t i on  and un proof of despatch. However, the indentor, on l l t h  
February, 1963 had sent a letter to the D.C.S.&D. to stop payment 
still due to the suppliers. Accordingly, 10 per cent payment was 
withheld. 

In this connection, i t  i s  explained that the terms of payment in 
the contract were '90 per cent payment after inspection and proof 
of despatch and the balance 10 per cent on receipt of stores by the 
consignee in good condition' or alternatively, at contractor's option 
'full 100 per cent payment after inspection and on receipt of stores 
by the consignee in good condition'. The contractor had opted for 
the first alternatives. i.e.. 90 per cent payment af!er inspection and 
on proof of dcspatch and balance 10 per cent on receipt of stores 
by the consignee in good condition. Inspection nute for the Drill 
Rods was issued by the Director of Inspection on 5th December, 
1962. The materials were despatched by the firm in two instal- 
rx ~ t s  on 7th December. 1962 and l l t h  December, 1962. The Arm 



rubmitted tbcir bifl for 90 pm cent payment on lltb lhamher, 
IOgZ to the Pay and Account OtlBcu, Calcutta alongwith copy No. 1 
of the Inspection Note. Tbc Pay and Accounts 3fBcer, Calcutta 
arranged for 90 per cent -cat before 26th December, 1962 (exact 
date is not known and b being ucrrtained). 

It will thus be seen that the 90 per cent payment is not depend- 
dpnt on the actual physical receipt and accountol of the goods by 
the consignw. In t h ~ s  cast?, lhv cwnc1ynec a c i u s l l ~  received the 
materinls on 20th December, 1M2 and 23rd Dcccrnher, 1962 and the 
materials wcrr brought to account by the coruignec on 18th Janu- 
nry, lW2. Copies So. 2, 4 and 5 of Lhe i n s p c c : w ~  nrrlcs were scnr 
by thv firm I( ,  t h ~  ronsigncc., D.C.O.S., Walta:~  3: I'cndurti, on l l t h  
December, lWZ alongwith the R R Copics No. 2 and 5 were ~eieased 
tt, the firm by ttw I )  C O S . Wii!t;:ir a: Pcndurti o r 1  14th Ft hruary, 
1!#63, (copy NO 4 tiwing h w n  rcbtatncd by turn i > * * t ! ~ g  oficc copy). 
Thr Dy. C.E., Worre hibd drawn tllc matcrinls Irrm the Stores Depot 
end subicctcd t h ~ m  to practic::i tt SI a d  s~~'~rnrttr,ij A rtapnrt nn 7th 
February, 1963 drrectly to the Head CMicc* o l  the 11.13 K. Railway 
Prn~wts ~t Wfiitalr ~tetitlg thut the supp11c.s werr found defective. 
The L).R.K Hailup;ty I"ropcts Admlnistratinn. W:iltxlr thereupon 
wrote to thv D.G.S. & D on l l th February, 1963 to stop payment 
atill  due to the suppliers. 



APPENDIX XI 
r i d e  Para 3.85 of this Report 1 

GOVERNMENT OF INDIA 
MINISTRY OF RAILWAYS 

(Railway Board) 

Potnts aru!ng out of rhe evldet~uu :twdered before t h e  PAC. 

Para 27-Northem Rly.-Overpayment to a private firm on account 
oJ am-nrrcct suppl ies  o j  steel material .  

Point: 

A note may be furnished giving the following information: 
( i )  Whether any other RailuToys had dealings with the Xndus- 

trial Products Corporation. Calcutta; and 

(i i)  Whether the Industrial Products Corporation, Calcutta 
was a partnership firm, a Company or a Cooperative 
Society. 

Reply: 

(i) No other Railway had dealings with Messrs. Industrial Pro- 
ducts Corporation, Calcutta. 

(if) The Arm is reported to be a Sole Proprietorship concern. 



APPENDIX BUI 
[Vi& Para 3 121 of this Report] 

MINISTRY OF RAILWAYS 
(Bailway Board) 

Points arising out of the evidence tendared before the P.A.C. 

Para 2 9 4 ~ t s i a n d i n g  CIalm agatnst Shapptng Compantes Agents 
far imported S ~ O T P J  recetved short or rn damaged conditions. 

Point: 

A etntemcnt may IH! furnished @,riving details :IS to how much was 
recovcrcd from thc shipping companies and how much was written 
off out of thc total claims amclunting to Rs 17.67 lakhs and the num- 
ber of cases clcarcd so far. 

Replyl: 
The figure of Hs.17.67 lakhs referred to in Audit Para  as the  

value of claims outstanding nt the end of December. 1964 cotfrrs 
260 cases. The break-up of this figure IS ns under:- 

-- - - -  
Amount No. 

(In lakhs 
of Rs.) --- --  - - ..- - - -"" - . --" -.-- 

1.  Vnlue of' clliims outstunding against &omhny 
Port Trust but shown against Shipping 
CompuniesiAgcnts in the Audit Para. . 

2. Value of clnims included in the Audit figurc 
though clcurcd prior to 31 -12-64 . 

(n) Amount mvercc i  . 0 . 0 ~  7 
I 

(h) Amount written off. 0.06 i 
(c) Amount rcdud due to linking of c.26 

receipts 
(d) Claims withdrum due to dis- 

covery of an error of double 
entry in the general hianifest 

I 
I 
I 

exhibited by the Sreumcr Agents 0.97 1 
I 

(e) Claim transferred to Insurclncc 
Gunpanp. 0.08 J 



(Am )i mt in 
lakhs of N 0. 
Rs.) 

3.  Value of claims cleared hetaecn 1-1-65 
to 31-10-65. 

(a) Amount recovcrcd 
(b) Amount written off ' k inp  

written 'off. 
(c) Amount d u d  due to Iinking 

of receipt of material by 
consignees. 

4. Value of claims outstandine on 
31-10-65. 

TOTAL : 



[Vide Para 3.171 of this Report] 

MINISTRY OF RAILWAYS 
(Brilwey Board) 

Pointr ariding out of the evidence tendered befote the PAC. 

Para 37-Northern Railwup-Ehcroachment of Railway land at 
Kanpur. 

Para 38---Not~-real~aut1rm of Roilwuyl dues j rnm a privure firm. 

Point (Para 37) : 
(a) The date when the Departmental Committee was constitu- 

ted to go into the whcrlc question and fix the responsibility 
on the staff ~n\~olvcd. may be given. 

(b) A note moy be furnlshcd g~ving  the total amount recovcr- 
ed from this party from time to time and if no recovery 
has been made, the reasons therefor. 

(c) The details of such cases of encroachment of Railway pro- 
perty at  Kanpur, may be given. 

(d) A statement may be furnished showing: 
( i )  how many tinrcv lcascs were given 10 this party: 

( i i )  how many tlmrs notices were issurd to t h ~ s  party to 
vacate the land; and 

(i i i )  the steps so far taken regarding eviction etc. 

(e) A note may be given as to haw many cases of encroach- 
ment were reported by the Commissioner, Kanpur to  the 
General Manager, and what action had been taken by him. 

Point ( P a m  57 & 38) : 

Whatever additional information is available relating to these 
two paras may be furnished. 



1. The Audit criticism in para 37 of Raiiway Audft Report, lIWLL, 
is bat  a private &rm who originally held a plot of Railway land 
measuring 1435 sft. on lease from September 1941 had committed 
encroachments on Railway land of over 27,000 sft. at different periods 
c~mrr,cnctng f r ~ m  Oct&er 1949 and the Rallwiry hss d t m ~ d e d  vaca- 
tion of encroachment and claimed a recovery of rent and damages 
amounting to Rs. 95,832 in an application filed on 22nd January 19154 
before the Estate Oftleer. 

2. The Ministry of Railways while conceding that the R a ~ l w i ~ )  
Administration had not shown the reqursite drive and promptness in 
:)ufx3'ng t i t  T R : ! ( ' T  more v!gorozis l!~,  tl9ulrId I s k c  to slif~lHci l r i  Cs- 

tmuatron t hrrr the  Adntlnistration all the same had heen constatlt 111 
; .crsu>r:g tkc t u ~ l v r t ~ r  u ' I : ~  t f w  part!( tor ;he payment of dues and fitr 
the vacation of the encroachment. Further the encroachment itself 
was of a temporar!j nature as tt toas mostly ttsed for stacking coat 
aiid grourtd t i t i t s  requrred for the M t l l s  n 4 t w  the?/ were unloaded from 
tlw .L.*~!I rns w th + h e  ~ ' . ' \ i \ ' t  R O  d-itft o f  ptrmancnt cncrnachment could 
be fixed. The area and duration covered by thc materials unlondcd 
varied 'from dov to dnv. leading to the controversy about the extent 
of encmachment A Committee consisting of the Dv. CE/E, Dy 
CCS(C) and Dy F .4. hns been constitutrd t o  go into the qutWion 
of rcsponsib~lltv of the staff ~nvolvcti in this case Meanwhiltb rn 
' ' > ' I ?  r. 1:1on f ) r  ~ n : . : l t i c , t ~  of thc t ~ r : c . r o a c h t i ~ c ~ ~ t  iincl thr- rerovery of thr 
r m t  has been submitted to the Estate Officer and the same is yet to 
be d~sposed of. 

3. Information in respect of the specific points raised by thc Com- 
mittee is furnished in the succeeding paras. It would be observed 
from the reply to point (c) that there are some other cases of 
encroachment also in the Kanpur area. Though in an inclustri~l 
arca such as Kanpur. owing to the various factors encroachments 
temporary or permanent do tend to occur at  various places, the 
?/l;nisrrv of R?ilu.nv,; ?rp however, considcrin~ steps to prevent such 
encroachments taking place or in any case to ensure that proper 
recovery of rent is  made from the  parties concerned within a rclaaan- 
able time. 

Reply (Para 37) : 

(a) The departmental Committee comprising of Dy. Heads of the 
Engineering, Commercial and Accounts Departments was constituted 
on 23-12-1984 to  investigate and Ax responsibility for the lapses. 



Tbe Committee hu dreodj beld two dtttalp, Md is clpccw 
--me* 

@) The following amounts have been recovered from MIS. New 
Kanpur Flour M.lls, from time to time:- 

Plot ! A m  Period from and to T d  amatat 
rrcoverrd 

i Thcsc were initially 
encroachment case8 
and no licence was 

(iii) 3233 sf?. . z I -4-5 J to Jate granted. Amount 
( i v )  28797 sft. 14-8-49 l o  to-4-54 rccovcra ble is 
(11) 24000 sft. I -4-58 to 31-3-63 1 Rs. q28_toi-, 

Ra. 1071oanci 
Rs. 35700'- res- 
pctively. 
(Total Hs. 89260) ---- "- -.-- - - . . - - - ~  - - -- * 

The reasons for non-recovery of license fee for item (i) and (ii) 
above after 1961 and 1958 respectively are that the licenses were 
not renewed aftcr those dates, since the party neither agreed to pay 
up the license fee/damages, etc., claimed in case of encroachments 
shown under items (hi),  (iv) and (v) above In spite of repeated 
requcsts nor did they vacate the land in question. 

(c) A detailed statement is enclosed as Annexurc 'A' showing the 
requisite information. 

(d) (i) From the records it is evident that the licences (and 
11, t lenses) were given only once. in case of plot measuring 
1435 sf t  in 1941, nnrl in case of plot measurlng 24000 sft. on 
15-7-1955. As explained earlier, t w n  though licenses for these two 
plots, were not renewed, after 313-1961 and 31-3-1858 the firm is still 
occupying them, unauthorisedly. The rest of the land i.e. plots 
measuring !W3 sft. and 28797 sft., was unauthorisediy occupied 
by the party aad they stin continue. 



(a) 15 notices were issued out of which 2 were legal notices. 

(iii) Evictton application bas been 81ed in the Court of Estate 
Officer, Northern Railway, New Delhi and the same is being pro- 
cessed. . 

(e) A$ per records available, no such case of encroachment har 
been reported by the Commissioner, Kanpur. The case8 detailed in 
Annexure 'A' were detected from time to time during the coune 
of of5cid inspections. 

Reply (Paras 37 and 38): 

11. As regards para 38, the Audit point is that mother firm at 
Kanpur who had been allotted various plots an lease since 1940, had 
xcupied other Ra,.lway land over certain periods unauthoriseily. A 
legal notice was served on the firm only in January, 1960 for paying 
up thc arrears of rent and the Audit criticism is that no ~ c t i o n  was 
taken to file a suit or otherwise to get the plots vacated. 

The Minisiry of Railways would like to submit that this in 
rather a complicated case where the number of plots involved 
(leased or encroached) is as many as 11. The action of the Admi- 
nistration in regard to this case has to be apprec'ated against the 
following two important facts:- 

( i )  The particular firm which is situated between Warriganj 
over-bridge and the Northern Railway Central Institute to 
the South of the washing and stabling lines is scrved by 
an assisted s:ding which is located on Railway land. The 
party had necessarily to load and unload consignments on 
Railway premises. 

( i  ) Zncrowhments by the party for keeping their materials 
on Railway land were of a temporary nature and it is 
difficult for the Railway Administration to prove any con- 
tinuous occupation of Railway land. In that context it is 
also difficult to enforce the recovery of the Railway dues 
as would be evident from the opinion of the J A W  Officer 
of the Railway as reproduced below: 

"In rcgard t? the plots under unauthorised occupation, it 
n a y  be st?ted that the record maintained to prove the 
encroachmwts is not conclusive. For every encroach- 
ment, there should be record to show the nature of en- 
croachment and continuity of the same. Since some of the 
encroachments still exist, the Superintendent Kan pur 
Area was advised to initiate action against the Arm 



under the Public Premhs (Eviction of u~authonlsed 
oecupantr) Act, 1958." 

A wit has already been filed before the Estate 05- for 
Rs, 1.38,836.32. Thc matter has not yet been disposed of by the 
Estate Oficer. 

A6 already mwtloned the note relating to para 3;, the Railway 
Board ~ r ,  c.cmiidcrxr~g what further steps should bc taken to nighten 
up the pru:c*dure t o  prrvcnt cncrrrachmcnts parhcularly in commer- 
ct a r m  like Kiinpur and where su.h encrr, .~cr lrnc.ni~ hnvt. ::ik*ln 
placc to cla:ar t h e  sarnc. and effect tirv recovery of neress:iry mnt. 



St. Lcxation Areaof Nameof D~tes inceAaic~ntrokcnto 
No. Plot the Party M h t n  cn- evict cncnurch- 

cr(w11- ment or to rcgu- 
mmt larisc the same 
exists 

I .  Mils siding 1206 Kallo Md Since 
sft. 1-4-49 

2. Do. 

3. Do. 

4. G ;uip Siding 
53 2.41 
Param Purva, 
Kunpur. 

5 .  Do. 

Rolling 
hiills. 

zoo Shri Ran 1-4-41 
sft Gopal 

221 Shri 1-4-25 
sft . Gancshi La1 

6. A1ilIs siding o 679 Shri Nasir- 19-1 1-56 
Acres uddin 

Ahmed 

Notice for evic- 
tion issucd. 
Cuw with Estate 
Otficcr. 

Notice fca evic- 
tion Iss red. 
Ciisc with D.S., 
Allahnhtlcl. 

Cusc in High 
Court. 

Rr ing considered 
by D.S., Allaha- 
had for r e p -  
larising the case. 

Bein considered 
by b .S., Allaha- 
bad for regu- 
larising the case. 

Case was sent to 
Estate Officer 
who has ordered 
that a rcgular 
civil suit should 
be filed in this 
case. The case 
is under con- 
sideration of 
the Law OfKcer. 



[Vide Para 3.183 of t h ~ s  Report] 

MINISTRY OF RAILWAYS 
( ib i lway Board) 

Points atiring out of the evidence tendered before the P.A.C. 

Para 40-Loco Component Work+Varanasi. 

Point: 
(a) A statement may be furnished indicating what were the 

machines which wcre originally meant for the Loco Component 
Works Project and which wcrc transferred later on to the Diesel 
Locomative Works Project. 

(b) Information about thc expenditure incurred in making altera- 
tlons to the structures and machinery for being used for the second 
project and whether any portion of the assets created for the first 
project is lying unutilised, may be given. 

(c) Proportion of thc Yorc~gn exchange sanctioned for the project 
actually utilised. The total value of the components manufactutcd 
in this project upto 31st March, 1962 may also be indicated. 
Re&: 

(n) A statement indicating the machinery and plant that were 
originally obtained for the Loco Component Works Project and those 
subsequently transfcrrcd to I ) i .wi  1,owrnotivc U7cll.k.; 1s ~*.c.Iosc:t as 
Annexure I. 
Alterations, if any,  in assets. 

(b) (i) All the Buildings and Structures erected for the L.C.W. 
h t ~ w  heon uti1:scyI i n  :,tkl: ;*?I :  up the. P Id b' '~'i.ith the t.xccptiorl cf 
0.88 mile of track. The layout of thc structures and buildings for the 
D.L.W. was so designed that all the buildings and structures already 
available as a part of the L.C.W. were kept intact and formed an 
integrated part of the new Works. As a result of this, there was no 
expenditure incurred in making any physical alterations to the struc- 
tures and buildings o'f the L.C.W. The only expenditure was in case 
of the track which had to be relaid to suit the movement require- 



mcnts of the DLW. In this connection, it  may be clarified that in 
a large construction programme for a Project of this size, i t  is quite 
usual to lay k r n p o d y  short railway track to facilitate a certain 
pattern of movement of rolling stock to suit the construction needs. 
When the construction work is completed, the track may have to be 
relaid to suit the changed pattern of movement to meet the perma- 
nent requirement of the Project. 

In so far as machinery and plant are concerned, no expenditure 
was incurred by D.L.W. in making any alterations to the machinery 
and plan: of the L.C.W. to make them fit for use by D.L.W. Huw- 
ever, scmc secmd-hand nlnchiwry and pl:~nt,  hefore cc.mlnissiot~ing 
had :o be attended to. a requirement which in the case of second-hnd 
machines is quite normal and would have had to be undertaken even 
for the L.C.W. 
Uti lua t ion  of assets. 

(ii) So far as the structures and buildings are concerned, there 
are no items lying unutilised by the D.L.W. 

As regards Machinery & Plant the position is that 317 machinrb. 
were procured for Locomotive Component Works. Of these, 63 were 
new, 44 were obtained second-hand on transfer from Railway Work- 
shops and 210 were US. surplus machincs. These surplus machines 
were obtained from the United States free of cost, the only charpc 
paid for them being the freight, custom and handling. These 
machines were selected in the United States on the basis of brief 
particulars furnished by the Department of Defence, Excess Person- 
nel Property, U.S.A. The time available for the selection and phvsi- 
cal examination of these machines in the United States being very 
limited the selection of these machines for use in railwav productinn 
units and workshops etc. had necessarily to be made on the basis of 
these particulars only. Subsequently these machines were a l lo t f~d  
and despatched to the various production units and workshops etc. 
on the basis of their respective requirements. 

Accordingly the U.S. surplus machines for the L.C.W. were also 
allotted on the basis of the brief particulars available, since there w a s  
no opportunity for the production units and railway workshops etc 
to carry out physical examination of the machinery and plant before 
selecting them. When subsequent examinations were carried out by 
the L.C.W. on receipt of the machines it was Pound that some of them 
could not be utilised as their condition and performance were nct 
suitable for the specific purpose for which they were required. A 
number of these machines were also received deficient of components 
which could not be obtained as the machines were obsolete and 



there wcre also defects whfcb could not be rectified. Out of these 
210 U.S. surplus machines received by L.C.W. valued at Rs. 18.06 
lokhr, 77 machines valued at Rs. 6.62 lakhs have been utilised for the 
D.L.W. and 70 machines valued at Rs. 6.02 lakhs have been transfer- 
red to other railway workshops and utilised. The remaining 63 U.S 
surplus machines valued at Fb. 5.42 lakhs have been found surplus to  
the rcquiremcnts of D.L.W. The possibility of using these machines 
in other production units and workshops of the other Railways has 
been examined and possibility 01 some of them being utilised by other 
public sector undertaktngs is also being investigated. 

Out of the 63 ncw machincs which wcrc indlgerwusly purchuscd 
at n cost of 11s. 8.90 lokhs. 51 nmchlncs cost~ng Rs. 7.66 l a b s  have 
hr tn conrrn~ssiunt.d lor use hy thc 1j.L W.. two costing Hs. 1.02 lakhs 
have bcm trnnsferr-cd to other ra~lwng wnlkshops The quest1011 of 
utilisinj?, the rernn~ninl: 10 mnrhrncs cost~ng only Rs 22000 in other 
railway workshops ia being tnvestigatcd. No ct~fficulty 1s anticipatd 
i n  utilrsrng thrsc machincbs. 

Out of the 44 old machincs rcceivcd on transfer 'lrom othcr rail- 
way workshops vnlued at Rs. 6.22 lakhs. 20 machines valiierl a: 
Rs. 4.36 lakhs have bccn instnllcd for use by thc D.L.W. and 5 valucd 
at Rs. 1.26 lnkhs have been returned to the railway workshops. Thr. 
question of returning the remaining 19 machines valutd at Rs. 60.000 
to other railway workshops which may be requiring these machines 
is now under investigation. 

(c) ( I )  The release of Foreign Exchange to the extent o f  Rs. 80 
lakhs was agreed to by the Ministry of F~nnnce in May. 1858, for the 
procurement of machinery and plant to cover the imniediate require- 
ment of the Project. In view, however, of the subsequent decibior! 
by the Railway Board to procure as much of the requirement of 
machinery and plant as  possible in the form of surplus machines from 
United States, the actual release of the foreign exchange for t h  pur- 
chase of machinery and plant was not required. However, for the 
pumhase of a few Items of electxical testing and maintenance equip- 
ment, an expenditure of Rs. 12,000 only in foreign exchange was 
incurred. 

(ii) The total value of the components manufactured by the 
L.C.W. at the end of March, 1962 was Rs. 2.70 lakha 



(i)  U S S71~r)Iuq JffqrJj ~ ? I P S ,  

1 Circular Saw 
2 Cu! nff Sntv Cross-Cut 
3 Pr*I \  Pt+acc s i n ~ l ~  r;p;ndlc 
4 Enrr~nt? L n t h r  
5 T:t:*o hTtl! c-r~ttcr ~ r ' r d w  
6 F ~ u c d  spinc!lr> Dxll 
7 Fo:k !irtcr (T):i''r>rv) 
:1 ?- :.1: llftcr (R,~+'f>r!.) 
9 Plat form Truck  

10 Pl-jtf,>l-nl T:-:lck. 
11 Plat'form Truck 
12 Platform Trwk 
13 Platform Truck. 
14 Pcdcstal Grinder. 
15. Pcdcstal Grinder 
16 Radial  Drill. 
17 Rntli:il Drill 
18 Radial Drid. 
19 Sensitive Drill 2 spindle. 
20. ,%sper Vertiral and Mill. 
21. Tool & Cutter Grinder. 
22. -do- 
23. -do- 
24. -do- 
25. Truck Crane 10 T. 
26. Carbide Tool Grinder. 
27. Pedestal Grinder. 
28. Press Forging. 



29. Radial Drill, 
$0. Turret Lathe. 
31. Vertical Mill. 
32. Engine Lathe. 
33. Milling Machine. 
34. Radial Drill. 
35. Vcrtical Turret Lathe. 
36. Fixed Spindle Drill. 
37. Shapcr. 
38. Sicrgle spindle Drill. 
39. Engine Lnthe. 
40. Engine Lnthe. 
41. Engme Lathe. 
42 Eqgcnc. Lathe. 
43. Grinder Edger. 
44. Horizontal Mill. 
45. Plain Grinder. 
46. Planer. 
47. Radial Drill. 
48. Radial Drill. 
49. Sensitive Drill. 
50, Shaper. 
51. Shaper Heavy outy. 
52. Slotter. 
53. Slottcr. 
54. 3-Spindle Drill. 
55. Stationery Welder. 
56 Surface Grinder. 
57. Turrent Lathe. 
58. Turret Lathe. 
59. Sbaper. 
60 7"urrr.t L 3 t h ~  
$1.  200A Arc Welding Set. 
62. Tool Grinder. 
63. Turret Lathe. 



64 'Ltrrr9 Lathe. 
4% Capstan Lathe. 
66. Centre Lathe. 
67. Centm Lathe. 
68. Centre Lathe. 
69. Centre Lathe. 
70. Shaper. 
71. Horizontal Mill. 
72. 300A Arc Welding set. 
73. 200A Arc welding set. 
74. 800A Arc welding set. 
75. Turret Lathe. 
76. Turret Lathe. 
77. Shaper. 

78-99. Lathe. 
100-101. Gear measuring & Testing M/c. 

102. Core Blower. 
103. Sand Mixer. 
104. Core Knocking Mlc. 
105. Centrifugal casting M/c. 
106. Tumbling mill 3 6  dia 42" long wide. 

107-1 10. Boring machine. 
111-112. Moulding. 
113--114. Hammer. 
115--116. Crane Wt. Indicator. 

117. Abrasive Cut Off Saw. 
118-121. Furnace. 

122. 
123-124. Slotter. 
125-128. Drilling. 
129-133. Milling. 
134-139. V. T. Lathe. 

140. Shaper. 
141-145. Grinder. 

146-147. Arc Welding sets. 



143. IEA Production Loth. 
la. IEA Producbion Lathe. 
180. Gear Hobbing & thread milling. 
151. Vertical Turret Lathe 34" table. 
152. Hole & Worm lead measuring machine. 
153. Gear Testing machine 324". 
154. Gear Measuring machine 12" cap. 
155, Gear Testing Machine 12"~48" .  
156. Gear Pitch & space testing machine. 
157. Gear Hobber and Thread miller. 
158. Precision Boring machine Cap. 8 " ~ 2 0 " .  
159. Moulding machine 38" ~ 3 2 "  table. 
160. d o -  
161. do- 
162. -do- 
163. do- 
164. dc+ 
165. Tumbling machine 4 8 " ~  48". 
166. Hammer drop 2000 Lbs. 
167. Crane Wt. indicator. 
188. Furnace Bell type. 
169. Furnace Box type 38 KVA. 
170. Furnace forging oil fired. 
171. Salt bath furnace. 
172. Slotter Electric Driven 36". 
175. Drilling 3)" capacity. 
174. Drilling 3" capacity. 
175. Radial Drilling machine 4' arm. 
176. Hor. milling machine cap. 50" table travel 
177. Milling machine 42" table travel. 

178. Milling machine 48' table Duplex. 
179. Vertical Mill double end. 
180. Milling machine Hydromatic 36% 18". 
1IM. Milling machine 48" teble travel & a" width. 
182 Milling Duplex machine spline and key way. 



185. Coatour milung machine. 
1M Contour rn~ l l i rq  mechine. 
185. Vertical Turret Lathe 32' t a u  
186. -do- SO'. 
187. 40- 32'. 
188. Buffing machine. 
189. Internal Grinder. 
190. Internal Grinder 1 l.l/4" sewing. 
191. Tool Grinder 24". 
192. Grinder 16'~36". 
193. Surface Grinder 13"~36'. 
194. Arc Welding set. 
195. -d+ 
196. -do- 

197. Circular Saw 30" blade. 
198. Spray Painting compressor. 
199. Swaging machine size 1.314'' &a. 2.1/2" length. 
200. Hardness tester. 
201. Pallet Truck. cap. 20,000 lbs. 
202. Fork lifter. Cap. 30,000. 
203. Lather Turret 2" dia bar. 
204. 4* 
205. d+ 
206. -do- 6". 4" dia bar. 
207. -do- 31" dia bar. 
208. do- 2" dia bar. 
209. -do- 6: 4" dia bar. 
210. Centre lathe 34" swing 54 C to 0. 

(ii) New muchines pu~chased fo7 L.C.W. 

1. Cobra Hack Saw. 
2. Cobra Hack Saw. 
3. Forg Well Hammer & Anvil. 
4 HlMT High Speed Lathe H 22. 
5. & 
6. -430- 



7. HMT High Speed Lathe H22. 
8. & CTS. W 1 7 .  
9. HMT Hor. milling 1,100 Max 275 mm 

10. do- 
ll. do- 
12. HMT Hor. Milling 1350X950 mm. 
13. d* 
14. Pedestal Grinder 1 8 " ~ 3 "  E. 
15. do- 
16. Power ?lucksaw C.T.W.S. 
17. M d l ~ n g  Machine. 
18. Alr Curnprcssors. 
19. do- 
20. do- 
21. A r I w  I:;iti i t 1  111 illlrlg t r . w  hine. 
22. Arbor IJiller Drill. 
23 B.C M. 1,nthv. 
24. do- 
25. -do- 

28. -do- 
27. Bench Grinder 112" y 1 4 " ~  7,'8". 
28. Bench Grindcr 1, I1.P. 
29. 14 BMC Pillcr Drill. 
30. 40- 
31. Bench Hammer. 
32. Bell Prcss No. 2 
33. Cooper Shnpcr. 
34. Cutter Grinder. 
35 Cobre Hack S w .  
36. Excel Netal Cutting B. Saw. 
37. Electric Welding Set. 
38. d* 
39. do- 
40. do- 
41. do. 
42. do- 



43. Ploor Grinder. 
44. Horizontal Band Saw. 
a. Invest. Lmthe. 
46. Praga Pillar Drill 4' Cap. 
47. Paraga Milling machine Hor. P.M. 00S 
48. do- 020. 
49. Shearing Machine. 
50. Sheet Bending Machine. 
51. Vertical Band Saw. 
52. Maw Chrompressor 500 Cuft. 
s. -do- d* 
54. Hand Shearing Press. 
55. -do- 
56. Garlick Horizontal metal cutting Band Saw. 
57. Pipe b c n d ~ n g  machine Hyd. 
58. Pipe Bending machine. Cap. 4" to 3". 
59. Blower high pressure 
60. d* 
61. PHC Weld~ng  set (German). 
62. Ind. Arc. Transformer Welding set. 
63. 40- 

(iii) Machines received by  L.C.W. from othet Railwayr. 
1. D.E. Grinder. 
2. Butler shaper 26" stroke. 
3. Shaper 18" stroke. 
4. Slotter Ormard 12'. 
5. Forging Furnace oil fired. 
6. -do- 
7. Forging m/c m a c  No. 6 main. 
8. Vertical Turret (W.O.) . 
9. Westman Furnace oil Are& 

10. Wagner scrawing m/c. Cap. 3'. 
11. Table Saw Bench Rise & Fall. 
12. Cooper 20" stroke shaper. 
13. Pne. hammer 10 Cwt. 



14 Pac. )ummrr 5 Cwt. 
13. Churcm Redman Ccartrr Lath& 
16. Hor. Milling machine W a n d d .  
17, Plmner. 
18. Screwing Cap. Y.  
19. hrbor Prssr. 
20. 40- 
21. Beche Pm. Hamrrier. 
22. Pneumatic Hammer 7 Cwt. 
25. Pneumatic Hammer 10 Cwt. 
24. Asquith radial drill. 
%. Roots Blowers. 

=A. Vcrtlcal Turret. 
26. Asquith-Drilling machme 1 A" Cap. 
27. Radial Drill 3' arm. 
28. Twist Drill Kr~ncier 1' to 21" die. 
29. Bar Reeling machine. 
90. Hilger Thread Projector without profile plate. 
31. Black smith hearth complete. 
32. 40- 
a. d* 
34. 40- 
95. Blowers Wester Work. 
56. Ward Capston lathe cone pulley drive. 
97. do- 
58. Herbert Universal Grinding machine 6 ' ~ 3 / 4 " .  
39. Standard Sand Mill. 
10. Pug. Mill. 
41. 112' Ton Cupola. 
42. Cup& 9C. 
4. Blower. 

List of machines which were originally obtained for L.C.W. and 
subsequently ttansfmed to DL.W. 

(i) US. Surpltu m o c k s  
1. Strcular Saw. 
2. Cut of? saw c u t .  



3. Drill R-, 8b@e *a 
4. h*e Itrat. 
5. F ~ c c  Mill cutter grind=. 
6. Fixed spindle Drill. 
7, Fork lifter (Battery). 
8. Fork lifter (do-). 
9, Platform Tmck. 

10. do- 
ll. -d* 
12. -& 
13. 4- 
14. Pedestal Grinder. 
15. do- 
16. Radial Drill. 
17. & 
18. d* 
19. Sensitive Drill 2 spindle. 
20. Shaper vertical & Mill. 
21. Tool & Cutter Grinder. 
22. -do- 
23. -d* 
U do- 
%. 'Ruck Crane 10 T. 
26. Carbide Tool Grinder. 
27. Pedestal Grinder. 
28. Press F o r e g .  
29. Radial Drill. 
30. Turret Lathe. 
31. Vertical Mill. 
32. Engine Lathe. 
33. Milling Machine. 
34. Radial Drill. 
35. Vertical Turret Lathe. 

+ 36. Fixed Spindle D f l .  
37. Shaper. 
38. %gle 8phdl.e Drill. 



89. Sngh&e Lathe. 
40. & 
41. & 
42. do- 
43. Grinder edger. 
44. Horizrontal Mill. 
4. Plain Grinder. 
46. Planer. 
47. Radial Drill. 
48. d~ 
49. Sensitive Drill. 
50. Shaper. 
51. Shapcr Heavy Duty. 
52. Slattcr. 
33. Slotter. 
54. 3-Spmdlc Drill. 
55. Staticjnnry Wclder. 
56. Surface Grinder. 
57. Turret Lathe. 
58. Turret Lathe. 
59. Shaper. 
60. Turret Lathe. 
61. 200A Arc Welding set. 

62. Tool Grinder. 
63. Turret Lathe. 

65. Capston Lathe. 
66. Centre Lathe. 
67. -do- 
60. 4* 
69. dc~ 
70. Shaper. 
71. Horizontal Mill. 
72. 3OOA Arc Welding set. 
73. 200A Arc Welding Set. 



7C800A Arc welding Set. 
75. Turret Lathe. 
76. Turrent Lethe. 
77. Shaper. 

(ii) New machines purchased. 
1. Cobra Hack Saw. 
2. Cobra Hack Saw. 
3. Forge Well Hammer & Anvil. 
4. HMT High Speed Lathe H 22. 
5. -do- 
6. do- 
7. -do- 
8. do-  C . T S  LBI17. 
9. HMT Hor. Milling 1000 Max.  275 mm. 

10. -d* 
11 -do- 
12. HMT Hor. Milling 1350~350 mm. 
13. -d O- 

14. Pedestal Grinder 1 8 " ~ 3 "  E. 
15. -do- 
16. Power Hacksaw C.T.W.S. 
17. Milling Machine. 
18. Air Compressors. 
19. -de 
20. -do- 
21. Arbor Radial Drilling machine. 
22. Arbor Pillar Drill. 
23. B.C.M. Lathe. 
24. do- 
25. 40- 
26. -d+ 
27. Bench Grinder 112'X l iaX?/8".  
28. Bench Grinder I.H.P. 
29. 14 MBC Pillar Drill. 
30. do- 



a. hnch Hunma, 
El. Bell Aar No. 2. 
a* Coqm Sbopsr. 
84. Cutter Grinder. 
S. Cobra Hack Saw. 
86. &a1 Netal Cutting B. Saw, 
37. Ekctrtc W e l w  Isat. 
38. do- 
39, do- 
40. do- 
41. do- 
42. -do- 
43, Floor Grinder. 
44. Horizontal Band Saw. 
45. Investa Lethe. 
46. Raga Pillar D t i U  I' Cap. 
47. Praga Milling machine Hot. P.M. 002. 
48. do- 
49. Shearing Machine. 
50. Sheet Bending Machine. 
51. Vertical Band Sew. 

(U) Machitus tcceiutd from othrr Roil\cray8 

1, D. E. Grinder. 
2. Bulter Shsper 28" stroke. 
3 Shaper 18" stroke. 
4. Slotter Ormard 12". 
5. Forging Furnae oil bed. 
6. do- 
?. Forging d c .  covmac No. 6 main. 
8. Vertical Turret (W.O.) . 
9. Westman Furnace oil fired. 

10. Wagner Screwing mic. Cap. 3". 
11. Toble Saw Bench Rise & Fall. 
12. Cooper 20" stroke ehaper. 
l3. PIYe. hammer 10 Cwt. 



21 5 
14 Pne. Hammer S OWL 
15. Ch&U Redman Cemtre L a t h  
15. C h d l l  Redman Centre Lathe. 
17. Planer. 
18. Screwing Cap. 2'. 
10. Arbor Prim. 
20. act. 



APPENDIX xv 
[Vide Para 3.193 of this Report] 

MINISTRY OF RAILWAYS 
(Brilway Board) 

Point8 ariQing out of the evidence tendered before the P.A.C. 
Para &South Easten, Railwa y-Mahamdi Bridge Project. 

Point: 
(i) A rtatement may be furnished indicating in how many cases 

contracts above 10 lakhs in value had been given without tenders 
and In the case of the Hindustan Construction Co. in how many 
cases contracts had been awarded without tenders and the total 
foreign exchange allotted to this firm in respect of different contracts, 
though some of them might have been given in open tenders. (The 
information may be given since the contract for the Ganga Bridge 
up to this time. Particulars of the case of Rihand for which open 
tenders were invited in 1962 may also be included). 

(ii) Information may also be given as to what were the original 
quotations given by the Hindustan Construction Co. and the extent 
to which the rates were reduced as a result of negotiations. 

Reply:  

Information is given in the enclosed statement. 





Stofmmt i d c a ~ f i ~ t k  i r r f m t i o n  asked jm by Public Accaffts Conmitta k cameEiar wi& Pam a 4-1 R e p r  
(Rcli)mqys), I 96540lltd. - -- 

Details 
:6) Particulars of the case of Rihand bridge on Obra- In N o w m k r ,  I # I .  the h ' m h  Railway invitcd Opar 

Singrauli rail link. Tcndcrt for thc camsrrui~ior: of n bridge mrnprisirg ra 
Nos. of 150' spans and 2 Nns of 60' spans. Only a 
firms ti*.-bl s Hindustan Construction <lo. Ltd. and 
$1 s Nocrrullah Ghazan f~ruilsh Khan submitted 
tend- which wcrc ~pcned on 4-1-62 But on tht 
rcqucst of the L'ttar Prarfcsh <;ovt. who wanted to 
locate a ncw ~.ermd Statinn in thc arca n new site 
for rail bridge was finally decided in June, 1961. The 
change in site rcsulrd In the changes of hridpc spans 
a h  and it u-s decidixf to pnwictc I, Nos. 250' ond 
2 Ntrs of roo' spans st the new site. For such a large 
bridge pncurnntic s~nlrirp of the r r l l s  was to be done gT 
.~nd as far d~ knou-n at that time thcrc Hrrt only 3 firms 
In India which c x ~ ~ l d  he a + ~ s i d e r d  h r  the award of 
th~s  contract .\I s t'tt.?rn Sinph D u ~ d  were at that 
tune mnstrunmg other railway bridges ut Dclhi and 
1'att;nrkt t iicd ci:d not have spare capacity to undcr- 

take any more work tor the ncxr few )Tars. it was 
presumcci that for the same reasons thcy did not 
suhmit tender for this work also 'I'hcrrforc, only 
limited tendcrs were ixlled from MIS Hind 
Const. Co 1,td. and X1.s. Hindustan <:onst. (h. Ltd. 
M,s Hind r onst. Co Ltd. did not submit their tender 
for this work presumably becrux thcy possessed only 
a small sized air locking equipment and sfnun can- 
pressors which were not suitahlc for sinking well 
foundations of large sizcd-wells as thmc of the R i d  
bridge. Only M i s .  Hindustan Ccmst. Co. Ltd. rub 



mined their tender and that Tender was accepted on 
3-962. While accepting their tender no commitmcat 
was made regarding rclcasc of foreign exchange but 
subsequently because of pmsing necessity a small 
amount of foreign exchange i.e. Rs. 1,500 was released 
as a special case for purchase of Hikcn gas indicator. 

(€) ( i )  Otiginal quotation of Mjs. Hindustan Construction 168.00 
CO. Ltd. for Mahanadi bridge. lakhs 

(ii) The reduction effected in the quoted rates as a rc- 3 . 0 0  rult of negotiation. lakhs. 



[Vide Para 4.27 of tMs Report] 

MINISTRY OF RAILWAYS 

(Bailway Board) 

Points raised in Lok Sabhu Secretariat's Ofice Memorandum NO. 
2/1X/7/65/PAC dated 11-3-1966 

Points: 

Deb?/ in finaliaation of tenders and placing of orders for purchase of 
mat erial. 

Two cases of cic~Iays In the finnllsation of tenders and processing 
of indcnts wcrc rcl)ortrd to t h r  PAC (1959-60). These cases were 
com~nentcd in paras 1.1 to 17 and 36 of the 21st Rcport (Second Lok 
Snbha). Anothcr caw of loss tluc t o  t h r  ~nah i l l t~ .  of the Ministry of 
Railways to plnw ordcrs for thc purchase of stnrcs before the last 
date oY thr  valldltv of offer was rtymrted to the Committce in 1960- 
61. The Committcc cxprcwecl their concern over the recurrence of 
such cases in the Railway Admmistration. They then expressed the 
hopc (para 13 of 33rd Hcport) that in the light of instructions issued 
by thc Railway Board such cases will be avoided. 

Subsrqucntly the Public Accounts Comrnlttee (1962-63) came 
across further instances whcre delays in the acceptance of tenders 
had resulted in additional espcnditure on the Central and Eastern 
Railways. They decidcd to watch the effects of the measures adopt- 
ed by the Railway nonrd in this regard. When further cases were 
reported to the Committcc, thcy in para 18 of their 13th Report 
(Third Lok Sabha) desired that the Railway Board should take steps 
to tighten up the procedure to avoid such delays in future, specially 
when dealing with urgent requirements. 

The Public Accounts Commit tee (1 964-65) were, however, inform- 
ed by Audit vide Audit Report (Railways), 1964 that delays in  the  
flnalisation of tenders still continued to occur on the Railway Ad- 
ministration. The Committee observed that mere issue of instrue- 
tions will not serve any purpose until their compliance is insisted 



upon in all cma and the defaulters cue suitably dealt with. They 
deddtd to watch the implementation of the assurance given to them 
by the Ministry in this regard. 

Reply: 

In Lok Sabha Secretariat's O.M. of 11-3-1966, the Sub-Committee 
of PA.C. constituted to review the action taken by the Government 
on their recommendations have referred to their earlier reports of 
1959-60, 1960-61, 1962-63 and 1964-65 in which instances were given of 
delays in Analisation of tenders and desire to be furnished with the 
following information: - 

( i )  What are the reasons for the recurrence of these lapses/ 
irregularities? 

(ii) Have any further cases of the same type come to light? 
If so, what action has been taken in those cases? 

(iii) What remedial measures, i f  any, have been taken or are 
proposed to  be taken by the Ministry of Railways (Reil- 
way Board) to avoid recurrence of such cases? 

The remarks of the Railway Board agahst each of these poinb 
raised above are given below: - 

( i )  Ik.ilway ~rlmilll8tratlOll- &a1 with roughly 1 lakh tend..$ 
every year. Of these, about u , .,.., uu .I. -.-.age are 
finalised within the period of their validity. Even in res- 
pect of remaining 5 per cent, extension of the validity 
period is asked for in time from the tenderers, and in most 
of the cases tenderers agree to the extension. It is only in 
a very few cases that firms do not agree to extend the 
validity of the offers at the same price-and on the same 
terms and conditions, as were originally offered by them. 
Although all efforts are made to complete finalisation of 
tenders within validity period, delays do occur sometimes 
due to the following reasons:- 

(a) Some of the firms, even at  the initial stage, do not keep 
their offers open even for the period specified in. the 
call for tenders when market conditions are fluctuating, 
and specify much shorter period. In fact, for items like 
non-ferrous metals and alloys, tenderers generally keep 
the offers current only for a few days and in some cases 
only for a few hours, The Purchase Officer concerned 
handles such cases personally at all stages to ensure 

423 (Aii) LS-18. 



Anl\irrtioa withio h e  validity penod. But it will be ap- 
predated that k e&r t~ finaliae a tender case, some 
time, however short, 5s euential, to complete the techni- 
cal scrutiny of tenders, their tabulation for comparison 
and its check by Finance and their examination and dl.+ 
cussion by the Committee 0.1 OfRccrs who have to make 
their recommendations and the approval of the compe- 
tent authority. 

(b) cosm where h e  tenderas have submitted samples can- 
not k & c i d d  unless test reports against all the .Smples 
are ma& availabic to the Purchase OPficcr. 

(c) In certain cases, when tenderers whose prices are ~ m -  
p t ~ t l v e  and attractive, are completely new In the field 
and the Hailway Admnistration has not dealt with them 
in the past, ~t becomes necessary In order to enswe Pro- 
per cornplrance w ~ t h  the contract, 1 1  awarded to ascer- 
t n ~ n  thcyr finmcial stability arid their ii1)111t\' to  execute 
thc contract by reference to the D G S D  and other Rail- 
way Administrations and somet~mes with the tendercrs 
themselves or their bankers. On the other hand, in view 
of the financ~al advantage involved, ~t would be impru- 
dent to reject outright merely in order to deal with thr 
tenders within thew validity period. 

(d) Then are certain in Whl& u t k ~ a  m-ivod fmm 
irrturlrl~ ec vague and technically not clear and clari- 
Acations are required to be obtained either bv correspn- 
dence or by person~l discussions. 

(e) For purchase of items like machinery, plant and specia- 
lised equipment the technical scrutiny of the tenders has 
to be carried out in detail by the Technical Ofhers who 
m y  belong to one or more departments, and in some 
w e s  tendem have to be sent out to the place where the 
' h c ~ n h l  Ofacers are posted. Thls obviously takes 
time. 

0) There are also a number of cases in which the lo1pat 
tenderem have not complied with conditions like the 
dewsit of ~ U W S ~  money or  the submission of a current 
fnco-x ckl'an~e certificate etc. &femnce back to 
the betmms n-sary in such cases before ac 
offem can be consiBered or &ally ignored. 

(B) A@n certafn firms do not accept one or mow @ the 
hWrnt s t ~ d u d  condition. of ten& me bgmmt 



3p 
terms, the Liquidated Damages Clause, the Ri& Pur- 
chase Clause, the Arbitration Warranty Clause etc., and 
it becomes necessary to enter into correspondence with 
them to attempt to persuade them to accept these condi- 
tions. This takes time. 

(h) It may also happen that there is Inadequate response 
to a tender and the prices diered are unreasonably high 
and prudence indicates that an attempt should be made 
to get competitive offers either by retendering or 
through negotiation while tenderers who have already 
quoted are asked to extend the validity suitably in order 
to safeguard against a Yurther increase in prices in the 
fresh tender. It may be mentioned that on many occa- 
sions substantial savings have been secured as a result 
of retender or negotiation. 

(i) Where offers are received of imported as well as of 
indigenous products and the price of the latter is con- 
sidered unreasonable, an attempt hns to be made to 
sccu~-r~ a more competitive price for thc indigenous 
product in view of the scarcity of foreign exchange. 

( j)  Where, howcver, release of forelgn exchange is inescap- 
able, the case is scrutinjsed in detail with a view to re- 
duce the requirement, if possible, and thereafter the re- 
lease of foreign exchange is asked for. For this purpose, 
sometimes approval of Director General, Technical 
Development and the Ministry of Finance has to be 
sought for before punhare can be finabed 

(Li) In the circumstances stated above, delay in the finaliza- 
tion of some tender cases is unavoidable in spite of the 
best efforts. The course of action on each case where the 
validity of offers expires is decided on merfta. 

(iii) The Railway Board have already impressed on Railway 
Administrations the importance of eliminating avoidable 
delays in Analising tenders and placing contracts. Com- 
pliance with these instructions is also being watched by 
the Board through quarterly reports. A summary of the 
position is also reported to the Cabinet Secretariat perio- 
dically. The attention of the Railway Administrations haa 
again been drawn recently to the standing instructions that: 

(a) contracts should be placed within the period of validity 
of the offers; 



(b) exknrioo of tbe validity pcrrriod should be uked for only 
when inescapable ud weU ahead cjl tbe expiry of the 
offen; 

(c) the date of expiry of the of?ers should be indicated pro- 
minently at every stage of notings on the purchase flle; 

(d) the period for which oflem are required to be kept open 
by tenderer8 should be fixed keeping in view the time 
required by the Administration to arrive at a decision 
and this period should be clearly indicated when calling 
tenden; 

( e )  Whcn tenders are put up tor consideration during the 
extended validity period, offers with qualified extensions 
of validity period subject to price increase or other sti- 
pulation regarding delayed delivery etc. should be 
brought prominently to notice along with the date of 
expiry of the offers; 

( 1 )  While examining the technical suitability of the tenders, 
the Olliccrs conccrrwd shuuld bear in mind, the valiciity 
period of tenders and finalise them in time, and 

(g) Railway Administrations should intensify their efforts 
to ensure prompt Analisation of tenders, and undertake 
periodical reviews to locate and eliminate the causes of 
delay and also take suitable disciplinary action where 
avoidable delays occur. 



APPENDIX XVII 

[Vide Para 4.34 of this Report] 

MINISTRY OF RAILWAYS 
(Railway Board) 

Points raised in Lok Snhha Secretariat's Ofbce Me~norundunr 
No. 2/1X/7/65-PAC.  dated 11-3-1966 

Instances where inspite of observations of the Public Accounta 
Committee and the assurances given by the Ministry of RaiG 
ways (Railway Board) similar irregularities or Inpses have 
continued to recur. 

Point : 
Delay in recovery of rent in respect of Railwa?] Land leased to 

outsidets: 

In paras 15-17 of their 15th Report the Public Accounts Corn- 
rnittee (1958-59) dealt with a case of heavy arrears in recovery of 
rent from leasees on three ~tations id the South Eastern Railway. 
The Committee observed with regret the laxity shown by the Rail- 
way Administration in the matter of prompt recovery of rent. 
Audit Report (Railways), 1962, disclosed that the position in res- 
pect of two of the three Stations had in fact deteriorated. The 
Committee, expressed their regret to observe that despite their 
comments in the earlier Report and the assurance given to them 
by the Ministry of Railways, the position regarding recovery of 
rent from private parties continued to be unsatisfactory. 

Reply: 

All the cases to which the Sub-Committee has referred are of 
lease of land on the S. E. Railway, and for only one of the variety 
of purposes for which the Railway land is leased. The cases on the 
SZ. Railway related to the lease of Railway land to private partiea 
for stacking goods meant for onward mvement of merchandhe by 
rail. Brief particulars of the S.E. Railway cases are given in the 
attached annexure including those of arrears of rent outstanding 



fbr recovery. Other Railway ad mini st rat^ also lease plots a# 
Railway land surplus to the Roilways' current requinements for 
temporary periods to private patier for the same purpo9e. The 
basic procedure in regard to ftxation of rent, i ts recovery in advance 
and the action to be taken in the event of non-payment of such 
tent are clear, and, by and large the Railways are following them. 
In such transactions while Railways could certainly ensure that 
bills for payment are preferred in :!me and the necessary remedial 
prtcess is set in motmn, it would be appreciated that, when the 
private party fails to pay the rent promptly and the Railway Admi- 
nistrations have to resort to civil proceedinge either in a Court of 
b w  or before an Estate Offleer cm the basis of the "Public Premi- 
ses (Eviction of Unauthorised Occupants) Act, 1W8", the accumu- 
lation of arrears of rent cannot be altogether avoided. Against this 
general backjiround, the following remarks are offered on the 
points raised hy the Sub-Committee: - 

( i )  Wh.at arv the reasons for the rwunence of these Iopsesl 
itregulatities? 

The accumulation of arrears uf rent is mainly due to: 
(a) procl~durnl drliny in revising rent, which, according to 

rules, hiis to he refixed periodically (generally after every 
flvc ycnrs) on the basis of the prevailing market value of 
the land as asscssed by Local Revenue authorities. It has 
bccn l h r  cbxpericncc of Railways that, inspite of continu- 
ous cfTorts at  all Icvels, there is considerable delay in 00- 
ta~ning t lw necessary information from the Revenue Au- 
I hm i t ~ c s .  

(b) procedural d e l ~ y s  in enforcing recoveries of rent where 
defaulters do not pay it and recourse has to be taken to a Court of 
Law or to the Estate OfRcer. 

(ii) Have any further cases of  same type  come to light a d ,  
if so, what action has been take71 nl thosc cases? 

A few recent instances on the Northern Railway have been 
reported in Paras 37 and 38 of the Audit Report (Railways) 1965, 
and in the reply to the list of points raised by the Public Accounts 
Committee, particulars regarding these cases were furnished vide 
Railway Board's O.M. No. 85-B (C) -PAQ/Genl. 5 (i) , dated 22nd 
March, 1968. In order to answer this point, detailed information 
wtll have to collected from the Railways, who in their turn d l  
hwe to  collect it from their Divisions or districts, it would, how- 
ewr, be appreciated that the Railways cannot altogether avoid such 
cerses of outstandings of rent on * h d  leased. 



(iii) What remesial measures, if an& M e  been tab or 
popxed to be foken up by the Minishy of R & I ~ ~  W 
avoid recutrewe of such cases? 

In order to overcome delays in getting information from the 
Bevenue authorities regarding the assessment c~f  the value of the 
land, which is making it impossible to review the rent periodically, 
instructions have been issued recently to the Railways to take up 
this question with the Revenue authorities sufllciently in advance 
of the da:e on which the periodical revision of rentsllicence fee is 
due. If, in spite of this advance action, delay in assessment still 
persists, the Railways have been advised to fix the rent provi- 
sionally on the basis d local enquiries and to intimate to the lessee 
according1 y . 

Further, in order to etPect prompt recovery and nccountal of 
railway dues on account of the rent or  licence fee of land or other 
railway premises leased or licensed to outside parties, instruc- 
tions have also been issued to the Railways to recover twelvm 
months' occupation fee as security deposit in advance. 

In view of the fact that the rcalisation of the renttlicence fee 
through law courts is both expensive and time consuming, the 
Ministry of Railways have under consideration a proposal to re- 
cover from parties one year's occupation fee in advance in addition 
to one year occupation fee as security deposit. 

These measures, i t  is hoped, will lead to improvement in future 
in regard to this aspect. 

ANNEXURE 
Following are the brief particulars of the instances quoted by 

the Sub-Committee: - 
1. S.E. Hrdwav-Heavy arrears in the recovery of rent fclr 

Railway land leased to outsiders (Para 9 of Railway 
Audit Report-1957). 

(a) Outsandings of Rs. 2.05 lakhs on account of rent for Railway 
land in station areas at Shalimar, Garden Reach and Cuttack leased 
to private parties for use in the movement of their merchandise by 
rail were reported by Audit, even though the agreement provided 
f6r recovery of occupation fees monthly/haIf yearly in advance and 
fop the appropriation of security deposit towards amounts due from 
them. 

(b) The Pablie Accounts Camnittee oommaenting on the laxity 
fi~~liti by the Ardrhinishtlon dbsetved that action to fadeit. thw 



Security I k p a i t  should hove been taken when the le8sees defodt  
ad wustttently for y m  and that the Railways should ensute the 
prompt recovery in all such cases in future. 

(c) Apart from reporting to the Committee on the p m  
made in the recovery of rent, the Railway Board a h  fasued 8 
circular letter to Railway Administrations on the 29th June, lm, 
instructing them particularly on the need to ensure that the licence 
agreements provide for payment of occupation fees monthly in 
advance, for security deposit equal to a reasonably adequate num- 
ber of months' occupation fees (say 12 months' fee) which would 
be liable to forfeiture in the event of non-payment of fees say for 
2 or 8 months conaccutively and for impostion of penalty or for 
givmg ejection notice in the event of non-payment of charges 
promptly. The Committee was also informed that with the enact- 
ment of fresh Icgislatjon namely, Public Premises (Eviction of 
Unautharised Occupants) Act, 1958, the position will improve and 
that i t  may be readily possible in future to secure the eviction of 
defaulting lessees, which will obviate accumulation of arrears of 
rent. 

2. Para 29 of Railway Audit Report, lM2: 

(a) The Audit reverted to the subject and reported that the 
position in respect of two out of the three stations had deteriorated 
and that the total outstandings an account of rent from lessees on 
21 stations of the S.E. Railway amounted to Rs. 7.99 lakhs at end of 
December, 1960. Reference was also made to the delay in the revi- 
sion of rent which was to be done periodically on the basis of 
market price. 

(b) The Public Accounts Committee commenting on the unsatis- 
factory position regretted that despite their earlier comments and 
the assurances given by the Railway Ministry, the position had not 
improved and that the explanation for the time taken by t\e Rail- 
way for obtaining information, regarding the market value of the 
land from the Revenue authorities for realising the rent was not 
satisfactory. 

(c) In a memorandum submitted to the Public Accounts Com- 
mittee in March, 1965, it was brought out that the rent for the vari- 
ous stations have been Axed and had been accepted by the partit# 
concerned a h .  It  was also reported that the amount outstanding 
on all 21 stations was only Rs. 1.62 lalrhs on Slst December, 1W3, 
which waa also being recovered. The latest position in respect ai 



the 21 stations an the S. E. Railway fs  that the c o m n d l n g  
amount outstanding for recovery on 1st March, 1966 has come down 
to Rs. 1.15 lakhs for tke recovery of which proceedings have been 
instituted in the Judicial Courts or in the Court of the Estate 
Of&cers under the provisions of the Public Premises Act, 1958. 



APPENDIX XVIU 
[VCLOF Para 4.45 of this Report] 

MTNISTRY OF RAILWAYS 
(Railway Board) 

Points raked in Lok Sabha Secretariat's Ofice Memorandum No. 
2/IX/7,/65!'PAC., dated 113-1966. 

Instanter where in spite of observations of the Public Accormts Com- 
mittee and the assurances given by the Ministry of Railways 
(Railway Board) similar irrcqtrlarities or lapses have continued 
to recur. 

POINT: Engineering works undertaken ucithrnrt proper fnvestiga- 
tiona and 07 assessnwnt of req~i irem~n,ts .  

A diesel locomotivc shed ronstructcd by the Western Railway 
at Radhanpur during the year 1955 remained unutilizcd. The 
Public Accounts Committee (1959-60) expressed the view that it was 
not only an error of judgment on the part of the Administration 
but a case of complete lack of  foresight and planning. 

The Public Accounts Committee (1962-63) also came across seve- 
ml such instances in which engineering works were started bv the 
Rnilwnys without proper scrutiny. In para 36 of their First Report 
the Committee observed "the ~ k v c  paragraphs betray a tendency 
on the part of the Railwav Administration to start engineering 
works involving heavy expenditure of cnpital nature withqut pro- 
perly scrutinising the justification therefor. The Committee trust 
that the Railway Board will take note of this and obviate the recur- 
rence of such infructuous expenditure." 

In reply to this recommendation of the Committee the Ministry 
of Railways stated that the necessity for e careful review of the 
justification for any scheme in the prevailing circumstances at the 
relevant time will be reiterated to Railway Administration. 

In the next year, the P.A.C. (1963-64) came across another case 
of infructuous expenditure on construction of additional loop at 
Gandhigram despite the fact that the abandonment of the station 



was being considered. Tboy concluded that the crrsnmcncunent of 
earth work on the loop was ill-advised and not baed on proper 
asesment  of the situation. The Audit Report, 1964, further dis- 
closed such cases of infructuaus expenditure. In the case of cons- 
truction of barracks by the Southern Railway the Committee felt 
that the constructions were sanctioned without proper planning. 
In the other case of N.E. Railway also the Committee came to the 
conclusion that the work was taken up without considering all 
pros and cons. They desired that instructions may be issued to the 
Railway Administration that proposals for t:onstruction works 
involving huge amount should be properly scrutinised by compet- 
ent authority to avoid such losses. 

Reply: 

The Ministry of Reilwavs fully appreciate the importance of the 
need (stressed by the Committee) for the most careful scrutiny at 
the time of formulation of the various proposals for works before 
they are accepted and included in a programme and again b ~ f o r e  
actually undertaking them. They would, however, like to submit 
that at least in respect of a few of the instances referred to by the 
Committee, there were circumstances in the light of which the 
initial decision to undertake those works could not he said to be 
completely unwarranted. Further, every effort was made subse- 
quently either to put them to equally advantageous alternative use 
or to dispose of the surplus materials elsewhere. 

It may be observed that the procedure obtaining on the Indian 
Railways, where the magnitude of civil engineering works during 
a year is of the order of Rs. 250 crores, is fairly elaborate and each 
work is carefully scrutinized from the divisional level upto the 
Railway Board and Government level depending upon the cost of 
individual works. taking in the process the appropriate advice of 
the corresponding Finance wing also. Howwer, the most impor- 
tant factor to be appreciated in an undertaking of the type of the 
Indian Railways is that it is not only a commercial undertaking in 
the sense that i t  has to plan its works on the basis of the develop- 
ing trend of trafflc and the needs of industry and agricultural, but 
also that as a public utility concern, it has to sponsor works in 
order to satisfy the demands of the travelUng public as voiced 
through their various representative institutions. If, after the 
justification for a work is accepted in the light of the various factors 
relevant a t  the time, a work is undertaken and later due to circums- 
tances which could not be foreseen, it has to be abandoned or modi- 
fied or deferred, alternative measures have inevitably to be adopt- 
cd to make the best use of the work carried out. Against this 



general background, the specific points raised by the Sub-Committee 
are answered below: - 

( 5 )  Whut are the reasons fw the recurrence of these lapses! 
irregularities? 

As would be observed from the brief particulars given about 
each of the items mentioned by the Sub-Committee, vide Annexure 
'A' attached, thc abandonment of the works, was on considerations 
which could not have bcen foreseen or was a result of an error of 
judgment. 

( i i )  If ang further cases of the same type havc come to light. 
If  so, what action has been taken in those cases? 

(ii i)  What remedial measures have been taken or ore propos- 
ed to be taken by the Ministry of Railways (Railway 
Board) to avoid recurrence of such cases? 

The Ministry of Railways regret to observe t-hat there have been 
a few cases of the kind commented upon by the Committee. Two 
such cases have already been reported, in para 31 and item 4 of 
Annexure 1 of para 34 of Railway Audit Report 1966. Full details 
relating to these cases will bc furnished to the Public Accounts 
Committee during the oral evidence on the Audit Report. However, 
the Ministry of Railways have arranged to draw the attention of 
the Railway Administrations once again to the Sub-committee's 
observations and reiterate in the light of instructions already issued, 
the need to cxercisu utmost care when considering the justification 
for any work, ~u that repetition of such lapses is obviated. 

ANNEXURE 'A' 
Following are brief particulars of the instances quoted by the 

Sub-committee: - 
1. Western Railway-Premature Construction of tr Locoinotive Shed. 

(Para 21 of Railway Audit Report). 
(a) A diesel locomotive shed was constructed at Radhanpur 

during 1955 at  a cost of Rs. 3.37 lakhs on the expectation 
that 5 out of 45 locomotives to be imported to meet the 
tramc requirements of Palanpur-Wdhidam Section 
would be housed at  Radhanpur, the other 40 being housed 
at  the Gandhidam Shed. Actually mly  20 diesel loco- 
motives were imported and the shed remained unutilized. 

(b) It was admitted that it was an error of judgment on the 
part of the General Manager in this case. The PAC 
commented that the construction was premature espe- 
dally when facilities already existed at  Gandhidam to 



handle 40 diesel loccmotives (wide para 31 of 21st Report 
of PAC, 2nd Lak Sabha). 

(c) The materials and equipment rendered surplw at 
Radhanpur shed were, howwer, utilized elsewhere. 

2. (a) Southern Railway-Injructuous espenditure on the construc- 
tion of catch sidings (para 15 of Railway Audit Report 1962). 

Pursuant to the recommendations of the Government 
Inspector of Railways, the Southern Railway proceeded 
in 1959-60 with the work for provision of catch sidings at 
stations with long and steep gradients falling towards 
them without prior clearance from the Railway Board. 
The Railway Board. however, decided in 1961 that the 
provision for catch sidings should be deferred till the 
necessity for them had been reviewed and pending this 
revision these should be provided only at those stations 
where these are considered ab:olutely essential in the 
interest of safety. This decision led t o  8 out of the 9 
sidings being pulled out resulting in an infructuous ex- 
penditure of Rs. 90,000 in all. 

(ii) Conversion of (1 halt into a cro::slng s l a t i r~v  (Para 17 of 
Railway Audit Report. 1962). 

In January 1956. the hai; at Pasivedola was convcrted into a 
crossing stat~on a t  an  cst mated cost of Rs. 3.97 lakhs and 
in November, 195.1. ~t wa, dccided to reconvert the cross- 
ing station 111t: a l id :  as this was expected to lead to a 
saving of Rs. 22,000 pilr annum in maintcnancc. Allowing 
for credits for rclcased n-mterlals, there was an avoidable 
net expenditure of Rs. 79.000/-. 

(b)  The PAC observed that these two cases betrayed a tendency 
on the part of the Railway Administration to start engineering 
works involving heavy expenditure of capital nature without pro- 
perly scrutinizing the justification therefor, and that this should be 
taken note of and recurrence of such infructuous expenditure 
obviated [vide para 38 of First Report of PAC (Third Lok Sabha) 1. 

(c) The special circumstances in which the particular works 
were undertaken were explained to the PAC. The Ministry of 
Railways at the same time issued instructions to Railways on 25th 
April, 1963 drawing their attention to the PAC's observations and 
eanphasising the need for the utmost care in drawing up the justi- 
fication for any scheme in circumstances prevailing at  the relevant 
time and in the light of all known and foreseeable factors. 



8. Western Railwaydnfnu?tuour expen&tuze on an (ItZditwd lw 
at Candhrgram (para 23 of RaJway Audit Report, I=). 

(a) An infructuous expenditure of Rs. 27,211 was incurred on 
earthwork done in connection with the work for the provision of an 
add~tional loop as the Administrat~on failed to take note of the State 
Govt's suggestion for a realignment and divers~on of the Railway 
line outside the Gandhigram area and consequent abandonment of 
the ststion. 

(b) The P.A.C. obscrved that the commencement of the earth- 
work on the loop was ill-advised and not based on proper assessment 
of the . ; l tu~ t ,w~ [?:I,& para 24 of Thlrtcenth ficp:wt of P.A C. (Third 
Lok Snbha)]. 

(c) In 3 dt*t:~il id memorandum the Ministry of Railways explain- 
ed how the situation was really uncertain and the difficulties in day- 
t d n y  operation compcllcd the Administration to make some 
arrangement to meet the increase in traffic. An important develop- 
ment subsequent to P.A.C's observation on this case was that the 
proposal for the diversion of thc Rn:lway line has been given up, 
reviving the need for an additional loop a t  Gandhigram. 

4. Southern Railway-Non-occupation of barracks built for Railway 
Protection Force. 

(a) In pursuance of the Railway Board's policy directive of June 
1956, the Southern Railway completed 20 barracks at 10 stations at 
a cost of Rs. 7.28 lakhs by May 1961 to accommodate Railway Pro- 
tection Force Staff. As the barrack type accommodation was not 
popular among the Rakhshaks, only one of the completed barracks 
was occupied by the R.P.F. immediately after construction and as 
a result of stoppage of work on three partly finished barracks, an 
.expenditure of Rs. 26,481 already incurred was rendered infructuous. 

(b) The P.A.C. expressed the opinion that the construction of 
the barracks was sanctioned without proper planning and there was 
inaFdinate delay of one to four years in putting the barracks to 
alternative use. [vide para 52 of 32nd Report of P.A.C. (3rd Lok 
Sabhsr) 1. 

(c) In a memorandum to the Committee the Railway Minisky 
explained how the initial approach to the provision of barrack 

: a ~ m o d a t f o n  on the Southern Railway was very cautious and how 
in the  drst instance the pmpwal was for 24 barracks for 1200 men 
aut of 4000 such R.P.F. Class IV staff. When the unfavourable 



reaction to the barmck type accommodation became evident after 
the constnrction of the Arst few barracks further construction was 
stopped. Except seven which were utiliwd by the R.P.F. as barracks 
the rest handed over for alternat~ve use as social welfare centres, 
schoofs, subsidised hostels, etc. 

5. N.E. Railway-Non-utilisation of newly constructed service build- 
ingt. 

(a) Service buildings (such as booking ofice at MAU Jn., Parcel 
Ofllce godown, parking area at MAU Jn., Goods Shed at CHILH 
station and transhpment platform at Samastipur Jn.) constructed 
at a total cost of Rs. 91,800 were reported to be lying as unused for 
long period on the Railway. 

(b) The PAC. pointed out that this is another instance when 
construction work was undertaken without considering all the pros 
and cons and recommended that instructions may be issued to Rail- 
way Administration that proposals for construction work involving 
huge amounts should be properly scrutinised by the competent 
authority to avoid such losses. 

(c) The P.A.C's. observations were brought to the notice of all 
Railway Administrations on 19-4-65 with the direction that it must 
b itmpressed on all officers concerned with the formulation, scrutiny 
and acceptance of the works programme that, before proposing 
works and again before actually undertaking them, they should 
satisfy themselves about the necessity of the works in the light of 
the latest known circumstances and facts, land that all avoidable 
delays in putting these to use when they are completed should be 
eliminated. 



Sunrmary of main c o n c l ~ ~ r e c o m m e n d a t i o n s  of the 53rd Report of the Public Accarnts CTommit2ee on 
Approprtotion Accounts (Raitu*ays) . 1963-64 and Audit Repwt (Railways), 1965 

S1. No. Para No. hlinistry Concerned Cbnctusions :Recorn mendatiaas 

Railways The Committee are glad to note the improvement in the +re 
of 'Operating Ratio' for the !*e.ir 1963-64. 

hB 
Do. Whtle the Committee app~eciate the problems involved in assea- '$ 

sing the trends of traffic both goods and passenger and ebtlmating 
the income therefrom. they nwertheless feel that the difference bet- 
ween the budget estimates and the actual receipts during the year 
196344 wa: quite substantial. The Ministry of Railways @allway 
Board) would be well advised to review the system of framing the 
estimates of revenue in the light of experience gained and evolve .. . 
some suitable methods to minimise this gap. 

Tlo. From the facts placed before them, the Committee note tbat out 
of the six nilway lines referred to in the Audit Pam (owned by 
Companies District Boards and Port authorities etc.) Nanjmgud- 
Chamrajnagar Railway has since been purchased by the Railwayr 
and TenaLRepalle Railway was to be taken over from 1st April, 



1866. The ownership of three Railways wiz. Central Provinces Rail- ' 

way, a t a m  Lalabazar Railway and Chaparrnukh+S&lgli& l3ailw.y 
is still in private hands. The Cochin Harbour Railway isowned by ae 
Ministry of Transport. Besides there are four branch l t a g  owaad 
and worked by private companies under a guarantee d 
return of per cent on the paid share capital. While the Colramit 
tee appreciate that the remunerativeness of thee privately owned 
railways is an important/factor which weighs with the Minidry in 
deciding to purchase them, they would reiterate the recmmmnda- 
tion made m their earlier reports (para 15 of First Report and para 
10 of Thirteenth Report-Third Lok Sabha) that besides purely com- 
mercial considerations, factors like efRcient management and better 
public service should also be taken into account in reaching a final 
decision on this question. The Railway Board should take into ccn- + 

G: sideration the future growth of traffic on the railways in the context 
of all mund development under the five year plans. The Committee 
desire that serious efforts should be made to purchase the privately 
owned railways after negotiations with the owners taking into coz~i- 
deration the depreciated value of the assets instead of their book 
value. The Committee are glad to note that the Nanjangum-Chamra- 
janagar railway was purchased in 1964 at a negotiated prim .dl 
Rs. 4.88 lid& (based on the depreciate value of the -1 a @ W  
the book value of Rs. 12.22 lakhs 

The Committee also desire that pending taking over of the prb 
vately owned railways, accounts of their working erpenees &odd 
be maintained by the Railways separately in order to have a conect 

I 

picture of their financial working. ----- - - -- 
U3 (Aii) rS-17 ,  



Do. The Committee would. reiterate their recommendation contained 
in para 5 of 32nd Repon (Third Lok Sabha) and suggest that the 
reasons for such inaccurate assessment particularly on the Northern 
Railway. year after year, should be looked into and suitable step 
taken to improve the position. 

Do. The Committee feel  that in such cases where supplementary pt* . 
visions were to be obtained early in the year and trend of the expen- 
diture could not be known precisely the Ministry of Railways should 
have sought the approval of Parliament for commencing the work 
by taking a 'token' grant. Later on they could ask for a suppkmen- 
tary grant, if necessary. on the basis of the trend of expenditure. 

P 

Do. The Committee do not agree with the view expressed by the 
Ministry of Railwaps that efficiency of the budgetary control has to 
be judged with reference to the variation under each grant as a whole 
and not with reference to the supplementary grants. While the over- 
all percentage of savings compared to the total grants m y  not be 
significant, the Committee feel that the fact that supplemen- 
tary funds were obtained inspite of clear savings  go@^ to indicate 
that the progJress of expenditure was not being properly watched. 
The Committee trust that the Ministry of Railways will take sui- 
table steps to further im~rove  the position. 





have stamfurg cmmittees for the purpbse, condstiryt of W r  
Deputy Manager. FA. & CA.0. and Cmtrelkr of St- ot CP.0. 
or other hesd of deptt. ss the case may be. ??re O a m m O h  bww- 
ever feel concerned to And that there has been no perccgnblc hpm- 
m a t  in the pofition in thet large amounts of unlinkd deMb and 
credits which are several years OM are still outstanding. h e  a#n- 
mittee desire that the Railway b r d  dhaald d e w  the dk&va!ess 
of the measures already t a k a  by the various m i b y  m r r t n -  
tions with a view to findrng out what further steps s h o d  be tdum 
to liquidate the old outstandings and prevent heavy accumulatioa in 
future. The Ra~lway Board should also consider the feasibility d 
~etting up a departmental Cornlittee on each Raiiway to keep a 
constant watch over the pmgress made by tho mrious tailwrys and 

P 
resolve the difficulties in this regard. 

Do. The Committee are glad to note that some improvement has been 
effected in locating the mising coal wagons and linking the un- 
connected ones and that the percentage of missing waguru to the 
total number of wagons booked has come down from 71 per cent in 
'1962-53 to 24 per cent in 1964-65. They also note from evidence that 
machine-lin king is going to be introduced shortly. The Coramittor? 
would like to be informed whether there has been any M e r  h- 
provment as a result of the introduction of machine-IInhfne lfrQ # 



30, to what extent. In regard to the tocation ok miming mgoltlt, 1Q(I 
Committee would suggest that a special study be mwlle to 
whether there is disproportionately high incidence of mi~sing wagons 
in rehtioa to thase booked from a particular group or group8 of 
mUi&t~ They note that a pilot project using bodern te le-coWb 
nication equipment is proposed to be started for sending mesag- 
ragading the number and other particular of wagons booked. The 
Cclntndt9ee d d  like to be informed whether tbis project ha$ t)cerl 
started and if so, whethet it has rerulted in axv appreciable reduc- 
tion in tbe number of cases of missing ar unconnected wagons. 

Rail ways From the note hrniahed at Appendbt VII rbe CarPmiMte nc&e 
that the am& of compensa+lon paid to ptivate prtlsl on ectormt 
of r n i d n g  ma1 ragens has b.en riadg iron yew to pear mince 8 
s. They hope that with the introduction ef -him-li- 
and the PfW Project using modern tele-csmunlcatm a q w  
the payment of compensat1on for missing coal wagons will be re- 
duced. 

Do. The Committee are not convinced by the explanation given bx 
the Ministry regarding the delay in flnalising the tender. arbich has 
cost the exchequer an extra amount of Rs. 1 la& and odd. In the& 
opinion, this extra expenditure was avoidable. 

A cataul perusal of the facts of the agst shows that the tmder 
could have been finalised within the last date for its acceptance Ca 
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been dealt with with a greater sense of urgency, the delays could 
have been avoided or at least minimised. They cannot accept the 
assumption made in the Note furnished by the Ministry (Appendix 
VIII) that if the work had been allotted to the lowest tenderer ln 
the initial stage, he would not have been able to complete the job at 
the rates quoted by him in view of the Emergency. The C d t k c  
would urge that while observing all procedural requirements, the 
processing and consideration of tenders should be stream-lined in 
such a systematic manner that no undue delay occurs a t  any r a g e .  

Rail ways The Committee are unable to appreciate the Ministry's conten- 
tion that this deal did not result in any extra expenditurn. Wbllc 
the supplies were taken in stacks at  the Sikandara siding, for which 
the rate in the Schedule of Rates was Rs. 14 pet 100 eft. the payment 
was actually made at  the rate of supplies at Railway Workshops, 
yards, colonies etc. i.e. at k. 25 per 100 eft. The Committee are of 
the opinion that this contusion took place because the d e s d p t h  
of work as set out in the tender document and the contract Agree- 
ment was misleading and the correct place of supply wm not indf- 
cated. The incorrect description given in the tender might ako 
have resulted in a substantial number of tenders being precluded 
from tendering because they had no transport arrangement. The 
Committee hope that steps would be taken to avoid such lapses in 
future. 

DO. The Committee are unable to understand why greater dbcretioa 
was not exercised while the contract was given to a party whose 



quotations were ridiculously low and whose capacity to complete 
thr work seemed to be in doubt from the very outset. The Cam- 
mittee would also hket the Ministry to hqukt what superriatan, S 
any, was exercised by the Railway Admhbtration o w  the p o ~ r + g  
of work. It appears that supervision was somewhat zhck md tbt 
work was prolonged mu& beyond the rtipulatmd d d e  TBt- Can- 
mittee are s w p m d  to note that consequent on the frihat at UY 
contractor to complete the work, it was decidtd in October, 1- an 
the advice of the Chid Engineer to execute the work deprrrtnrab.. 
tally, even though the lowest quotation received in 1968 was mder 
coneideration. Tbe Committee consider it most uniortunrrte &.t 
the Railway decided to undertake the work iW without hrrrtng 
any previous experience of this kind of work. It also appears thet 
proper care was not exercised in preparing the ta4fmob of dep.tt 
mental cost, The Carnrnittee would like to be informed whethr 
any enquiry has been made to determine the causes of the excessive 
departmental cost and whether any lack of proper control 
expenditure or want of proper supervision was noticed. Tha Om- 
mittce desire that the circumstances in whkh the - cat 
substantialIy exceeded the estimates prepared by the Chief b g h W P  
may be properly investigated and the result communtcsted W 

Do. The Committee consider it unfortunatt that an extra expndiuua 
of Rs. 61,489 had to be incurred on a small culvert coon after Ib 
construction. If the foundation soil had been investigated cmIU;rar 



and exhaustive tests had been carried out before ccinstrcrcboa, 
a contingency could be avoided. The Committee feel that m h  a d j ~  
calculated risks. such as the one taken in thk case, are hndb ftlrti. 
Aed. 

Rnilwapj This is yet another case in which there has been inordinate dday 
on the pert of the Railways at every stage in the ftnrlIrrtim di 
plans. A scrutiny of the sequence of events shows that them? wa# 
delay of (i) nearly 3 months in communicating the acceptance of 
the tender, (ii) 6 months in settling the Anal drawings, (Bi) 3 yna 
in terminating the contract, (iv) nearly one year a d  8 monthr ia 
completing a part of the work departmentally, (v) m e  tb.Pr 
year in prefering the claim against the cmtractor, (vi) 3 yeam in 
completing the entire work. The Committee feel tbat no 8atWw- 
tory explanation has been given by the Ministry for any of the delays 
mentioned above. They aL:o feel that the representations made by 
the contractors from time to time were not given propet attention 
they deserved. The Committee would also like the Railway Board 
to undertake a proper examination of the ream* why a m r i t y  
of cases referred to arbitration go against the Railways and take 
suitable remedial measures. 

Do. The Committee feel that in the present case, the Railway Admi- 
nistration was not prompt in taking action for the recavm of daes 
from the contractor. They would like to be informed of the latest 
position regarding the recovery of the balance. 

-- - - - -  



The Committee are surprised that the contractor was able to get 
away with stores worth more than Rs. 12.000 in spite ot the watch 
that is required to be kept by the Railway supervisory s M .  They 
would like to be informed whether the matter has been reported to 
the police and whether the latter have been able to take any cdthr- 
tive actioe The Committee would also like the W w a y  Bolrrd to 
examine whether there is any lacuna in the existing procedure for 
issue of stores to the contractors for the works entrusted to them. 
and take remedial measures. 

Railways The Committee would like to be infomed of the latest podttan 
regardmg the realisation of the amounts outstanding. They tmst 
that the arrears would be cleared in the course of 2 yeam 9s dadded- 

f 
They are glad to note that both the Madras and Andhm Governments 
have assured the Rsilways that ~ u c h  cases would not arise in future. 

Do. 'Ihe Committee are unhappy at  the manner of placing the corn- 

S P P ~  & 
tract in this case by the Director General, Supplies and D@os& 

~~~~~~~~l which resulted in the purchase of unsuitable stores at a cwt of Fts, 3-18 
Development lakhs excluding sales tax involving a foreign exchange clement of 

Rs. 1-96 lakhs. There was fa~lure on the part of the otscor rrspan- 
sible for the purchase to mention in the accepted tender the primary 
requirements of the indentor that the drill steel rods s h d d  be 
"suitable for drilling in hard rocks." In view of the fact that 



description of the store given in the firm's tender waa not entirely 
identical with that in the tender enquiry, the ofBcer should have 
consulted the indentor, before obtaining a clarfftcation from the ffna. 
Moreover, having obtained a clariAcation from the Arm that speci- 
fications given in the tender would suit the requirement, the &c= 
should have acted in a business-llike manner and made a refertnc+ 
to this in the accepted tender. 

Railways Another failure of the omcer was that he did not inform the 
Director of Inspection in Tokyo about the clariftcation given by 
the firm. The Director of Inspection, on the basirr of w b m  fnrpso 
tion report, 90 per cent of the payment wag to be made, was thus 
precluded from satisfying himself about the suitubility of the stoma 
for drilling in hard rocks before passing them. The fact tht 
receipt of the indenter's complaint later, the Director of InspectiOU 
was a6le to verify from the manufacturer that the rods of the parti- 
cular quality were not meant for drilling in hard rocks, indieakr, 
that if the ofecer had been posted with the requirement of the fpfetm 
ter he would have been effective in the inspection ol the stow. The 
Committee desire that the necessary action should be taken asrfnd 
the officer concerned for the lapses. 

Do. The Committee are surprised that even after the receipt of the 
complaint from the indenter on the 11th February, 1963, regarding 
the unsuitability of stores, six more contracts of the value of 
Rs. 99,298 were placed on the same fhm M o r e  the matter was refer- 
red to the Law Ministry for advice. The firm was later suspended 

- -- r 
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for one year, In mew of the fact that a wrong statement was mrda 
by the firm, the Commttee feel that its sugrensiotl for one par waS 

3 not adequate punishment. Tbe Committee suggest that tba 
D.G.S &D. should consider the ques* of blacklisting the Brm. 

3-70 Railways In the opinion of the Coranzittee, tbe Railwayu camnot dm 
mponsibility in this case that tbey failed to checlt hwa tbc copy 
of the ecceptced tender sent to tbem that the -on d tbr rLwr 
mentionel &erein did not coaform to their requimnemk T b  Coma- 
mitt- are amprbd at the mtention d the Mlarlp B d  timt 
there was m Obligation on the part od the indentar to truun th.t 
the description given in the AT. caincihi with th.t in tbe i&e& 
They desire that necessary instructions shoukd be by W 
Board that the Railways should iffvuiobly check from the aqfrr d 
eiccepted tenders received by them that the sbom order rrsn(brrd 
to their requirements. 

Do. The C o m t t e e  alao 6& from the note furnished by the Railway 
Bourca thft as a result of a prectical test 04 the drill rods, the h p ~ Q  
Chief Engineer submitted a report on the 7th February, 1963 to th, 
Head Omce of the D.B.K. Rallwoy that the supplies were dafsctfm 
and the latter wrote to the D.G.S.W. on 11th FebruoE]I, llD(19. to 
stop the payment  till due to the suppliers- But on the othm brad 
the D.C-025. released the inspection notes direct to the Btm tha 



14th February, 1963, which entitled them to claim the b h c e  10 
per cent of payment. The Committee cannot view with eguani@ty 
this lack of coordination in the same railway adroinidratbn. %"hey 
desire that procedure regarding testing of newly received goods ma 
release of inrpection notes shouId be streamlined. 

Railways The Committee ere not convinced of the explanation for making 
90 per o4nt payment not on the basis of the provipionol raks mm- 

h n  & Steel tioned in the supply order but on the basis of 8~8~rad prevSnf&g 
market rate. In view of the fact that the provisional mtes were ibed 
on the basis of the lowest rates prevailing at the time, the C m -  
tee feel that 90 per cent of payment should have been made on the 
basis of these rates to safeguard the intereds of Government, pad- 
ing &ation of flnal rates by the Iron and Steel Controller. In cart 
the previsional rates are unrealistic the remedy lie-, in Improving 
the machinery for Axing them. 

3-83 Railways The Committee regret to note that this is another case whcre 30 
,- per cent of payment was ma& on the proof of despatch d goods, 01- 
Iron & Steel through the goods were found to .be on receipt not accordfng to sped- 

ibatians. They desire that the present system of makfng advmee 
Suppb & payments ~hould be revised in consultation with the Tron and Steel 

Co.troPer and D.G.S.&D. to ensure that interests of Gavernrnmf  re Development 
adequat&y safeguarded in case of defective snpplies. 

20 3-99 - The Committee are unhappy over the failure of the officer rm- 
t cerned to follow the proper procedure in calling tenders and over 

- - .  . _ _  - ._ ..̂  -*-- . -- -7--- 
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his recommending the particular hrrn for placing the order. Accord- 
ing to tbe procedure, limited tenders dmdd have been called for 
from approved or recognised registered dealers. The Cammithe are 
surprised how the ofecer happened to invite tenders from the pati- 
cular Arm in question. the credentials of which were not veriUed 
and with which neither the Northern Railu*a\. nor any other Rail- 
way had dealings in the past. The commit tee.- therefore, cannot rule 
out the psibi l i ty  of collusion of the officer with the h. T h q  
note that the omcer has been prematurely retired on the ba& of 
his whole record of service. The Committee, however, suggest that 
action should also be taken against the ofacer who approved the ten- 
der Anally. They also hope that necesary remedial measures haw 
been taken to prevent the recurrence of such cases. 

Railways I t  is also disquieting that the early period of delivery which wan 
an important consideration for placing the order oa the ftrm was 
actually not adhered to by the firm in making deliveries. The Com- 
mittee suggest that imposing of some penalty on the Ann on tbb 
account should also be considered. 

Do. The Committee are constrained to observe that this was yet rn- 
other failure in this case that further payment was not stopped after 
April, 1957 when a Departmental Enquiry was appointed to iaVBQtI- 
gate whether the material was imported. In view of the f r t s  that 
the firm had not furnished the manufacturer's test certifhtcr ms 



si ipiated in the purchase order, the sampies sent to Bailway &td- 
lurgist had not passed the test, and 90 per cent of the money had 
been paid on earlier consignments, the ofRcers should have s t o w  
payments in respect of further consignments. It is regrettable tbat 
the officers concerned were not watchful about the Anancia1 interest 
of Government. The Commit tee desire that rezponribility should 
be fixed for this lapse. 

3-97 Railways The Committee are not satisfled over the tardy manner in which 
the matter has been pursued since the Departmental Enquiry Corn 

Iron 8r mittee concluded in October, 1957 that material supplied by the Arm 
was actually of indigenous origin. The caze was referred to the 
Iron & Steel Controller only in February, 1958 and authorisation for (c: 
the return of the material was taken from him only in March. 1959. 
In view of the financial dificulties expressed by the Arm and their 
failure to deposit the amount by April, 1960, a formal demand on the 
firm to produce the original shipping documents was made by the 
Iron and Steel Controller in February, 1961. but the firm havimg 
failed to do so, the rate as for untested indigenous steel was ilXdd 
'Dy him in October, 1961. In view of the fact the Contract prodded 
for fixation of the final rate by the Iron and Steel Controller, the 
Committee cannot help observing that there was avoidable delay of 
about four years in enforcing the provision in the agreement. Thcly 
would like to know about the recovery made of the balance of 
Rs. 32,000 out of Rs. 77,000 payable by the firm. 



Do. The Committee would also like to know about tihe o t a k ~ ~ ~  6t 
the criminal proceeding launched against the firm by the m l  
Police Establishment. 

Railwaps Prom the evidence. the Committee And that wfrik looomat& 
cad is  despatched from the collieries by weight, there ia no 
of weighing the same a t  the loco sheds and the quantiw in&- 
in the railway receipt is taken as the quantity rmxived at the foa, 
shed. While the receipts are according b weight, thc £mum frum 
the loco rheds are made on a v o l n ~ t r i c  basis. 

The Committae. howwer, find it &@cult to accept this L -lid 4 
reason for physical shortages. They are of the view that the am- 
version ratios should be fixed scientifically on & brsis of test 
wheighments for each grade of coal end should be reviewed fn- 
quently to ensure that it is reasonably accurate. 

Do. In the opinion of the Committee. the most important reason and 
the most disturbing factor leading to these shortages was the fie- 
quent pilferages from yards, loco sheds and during &ansit. !I3e 
committee would like the Railway Board to pay their surtrirwl 
attention to this problem, and tighten up the security arrangemm$s 
ro eliminate pilferage of coal. The other two factors rnponsibk for 

- mortages detected were stated to be (i) overloading of coal c s ~  &a 
p p n e s  of the crack trains and (ii) mixing up of different gnQ, oi 



Railways 

Do. 

Do. 

Do. 

26 3 141 Do. 

wtu in the shed. The Committee feel that thew facton C&II be d- 
~y eliminated by better local supnrision and control. 

The Committee desire that the Railway Board should issue In- 
structions to the local adminirtraticn to take suitable measures to 
ensue  that the physical shortage found during stock verificatioru 
do not exceed the permissible limit of 2 per cent. 

From the note furnished by the Minktry (Appendix XII) the 
Committee And that out of 260 case3 the value of c l a i m  outsta~ding 
on 31 October 1965 was Rs. 9.72 lakhs and the number of c a s e  fnvolv- 
ed was 142. The Committee hope that earnest efforts would b rrmck 
to settle these cazes without any undue delay. They would also 
like the Ministry to consider whether any uniform policy could be 
evolved in regard to insuring railway goods from risks. u 

V) 
W 

The Comittee are also of the view that 12 months is a sufficiently 
long period to arrive at  a settlement of the claim, failing which 
prompt steps should be taken to Ale the suit to recover the claim. 

Tbe Committee are glad to note that a suktantiai amount of 
arrears of electric charges has been liquidated. They trust that the 
new procedure for recovery of charges will be worked out with a h  
quate caution so as to  avoid such accumulaticn of arrears occurring 
m future. The Committee would like to watch the position through 
future Audit %PO*. 

The Committee consider it rather surprising that a private party 
could instal a crane within the premises of the railway goods shPd 
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not only in contravention of the rules but also in total disr tgad 
to the Admini,ttration's refusal to lease the land to the party. k r  
from Wig penalised. the occupation of the plot was regularised in 
1959 and the party could bring in another crane in 1962. Eve3 
though the Minktry were well aware of the fact that the party con- 
cerned was having a corrupting influence on the s t a E  they had to . 
put up with the party till such time as it could p m u r e  another crane 
and the partv continued to enjoy the lease of the plot 

The Committee were informed durlng the course of evidence thtt 
fmm the public service point of view as well as from the Ra'lra-e $ 
own point of view the presence of this crane and its operation tn 
the goods shed at that particular tlme was beneficial because thr nil-  
way's cranes were not sumcient to deal with the heavy cargo tratllc. 
Even if that was so, the pos:tion must have materially by 
bringing another additional Railway crane The Committee wmld 
;ike the Railway Board to have an independent quantitive assex- 
ment made to see whether the present number of Railway crrnw 
at the goods shed is adequate to meet fully the requirement of trrfflc 
without causing detention to wagons If the present number of Rnil- 
way cranes is found inadequate, then only the operation of the 
private crane may be permitted after making adequate administra- 
tive arrangements to ensure that no malpractice creep in. It the 
operation of the private crane is considered necessary it sbould be 



strictly according to the rules and regulations rn force. Tho &m= 
rnittee would like to be informed of the final ~utcunie of the caw. 

Rail ways The Ccmmittee are of the view that much of the loss In this ctlre 
couki have been avoided if only the Railway Arfministraticn bad 
de;i!t with the issue relating to the other parties separately and the 
original order for effecting recovery from other firms was not can- 
celled. They feel that greater care and cauticn should be taken while 
+suing orders which are likely to have financial bearing. T h j  
further feel that both the Adm;nistmtion and the Railway Board 
had taken unduly long time in considering and deciding the vatlour 
issues involved. They trust that the Ministry should take steps to 
ensure that such delays are scrupulously avoided in future. 

Do. The Committee hope that suitable instructionc have been insued to $ 
the Hailway concerned that all papers!registers relating to h o w  
rent/rccovery etc. are maintained in such a manner that there 
should be no other occasion where the recovery of dues is delayed cr 
made difacult for non-availability of papers. 

Do. The Committee are constrained to observe that it had taken the 
Railway Administration nearly 5 years to finalise the revised rater 
of rent because the Adminis'rrttion had to dcpend on local authori- 
ties for collection of infcrmation regarding the prevailing market 
rent and also because the matter was not pursu~d  vig~)rously. They 
further find that the origins1 agreement was defeztive inasmuch 
as it did not include any provision for periodic revision of rent. 
As a result; though the notice was issued in 1958, stipulating that 

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



tk revised rents would be implemented with -ti* cllfcct, 
I t  would not be enforced under legal advice. 

The Committee! hope that in all future agreements, 8 suitable 
clause regarding periodical revision of rent would be oxldcd, u 
agreed to by the Financial Commissioner. 

Rai1w.y~ The Committee are amazed to fkid the grws inditlerence with I 
which the Railway Adrainistration have been pursuing the case. Wen 1 

t h ~ g h  the fact of encroachment came to the notice of the Admbls 
tnt ion in October, 1949 no effective action except issuing notic- and 
reminders was taken between 1950 and 1954. It Is all the more 
surprising that in July, 1955, the firm managed to obtain lcasc ot 

D 
the same plot of land in the name of another person and psid the 
rent but no follow up  action was taken to recover the rent for 
the period prior to July, 1955. And even though the lease was ter- 
minated in April. 1958, the firm continued to be in unaulhorisrtd 
occupation despite notices and it was only in 1964 that the RaUway 
dled an application before the Estate Officer for evicthn and 
recovery of rent and damage.. During the course of evdence, it 
was stated that, ". . . . . .even if we had compelled this ftm to vacat~ 
this strip of land many years ago, the net result of this would be 
that the land would have remained vacant and no one elre can 
probebly w it" 



Do. The Committee consider this to  be rather a strange way of e- 
lng to cover up delays. They feel that while granting the lease ai 
plots the antecedents etc. of a firm are not vetifled or at least 
these were not done in this case though the A r m  was a habitual 
offender. The repeated offences of the same nature committed 
by the flrm impunity lead the Committee to infer that such a thing 
is poesible only with the connivance of the ofkials. The C m -  
mittee, however, expect that the Departm~nt should shcw greater 
initiative and ensure that such cases are flnalised without any 
loss of time. They trust that the Enquiry Committee wIU. flni~h 
their work more expeditiously. It is also necessary that the pro- 
cedure of granting licenses for the private use of Railway land 1s 
gone into with greater care and all loopholes (as occumng 
in this case) are plugged so as to prevent recumnce of similar 
cases. The Committee were informed that the machinery to check 
and prevent c a m  of encroachment is being strengthend Thcy 
hope that similar machinery will also be introduced, if not already 
in existence, in all such indmtrial areas where the cases of en- 
croachment are frequent. The Committee would like to be inform- 
ed of the Rndings of the Enquiry Committee and the action taken 
thereon. 

Do. The chequered history of the Loco Component Works Projcd and 
the fact that the Project had ultimately to be abandoned fn 1962 
indicates that sufficient care and thought were not bestowed at 
the time of starting the Project. The Committee fail to understand 
how the Railway Board could decide in March, 1957 when they 



reviewed the Project in the background of the p4icy of propcssfve 
dieselisation to go ahead with the Lcrco Component Works project 
on the grounds of operational necessity although the Ministry of 
Finance c?id not regard this project a s  of sufficiently high priorit)- 
for release of foreign exchange. The fact that the requirements 
of locmotive components are being met partly from the existing 
workshops and partly from !he private sector, s h o w  that the 
Railway Board's decision m March. 1957 tn go ahead with the p m  
ject in the face of the accepted policy of progressive dieselisa- 
tion lacked justification. It i s  also unfortunate that the work of the 
project had to be suspended from February. 1959 to June, 19610 
due to difficulties in arranging adequate power sapply, and again %t 
from May, 1961 to February. 1962 due to difficulties in settling the 
design of some shops. In regard to the supply of power, the pra- 
ect authorities did not maintain proper liaison with the local au- 
thorities, and relying on a general assurance given by the Chief 
Minister of UP. before the project was approved. they did not 
even ascertain from the Electric Supply Company at Banarea 
whether power would be available and as a result of all these, the 
work had to be suspended for 25 months. In the note furnished sub- 
sequently which is at Appendix XIV, the Committee Rnd that out 
of 317 machines procured for the Locomotive Component works, 
210 were received free of cost and only the charges for freight, 
curtoms and handling had to be paid When subsequent examina- 



tions were carried out by the LCW on receipt of the machines It 
was found that some of them could not be utilised as their condl- 
tion and performance were not suitable for the speciflc purpose 
for which they were required and a number of machines were a h  
received deficient of components which could noi be obtained aa 
the machines were obsolete and there were also defects which 
could not be rectified. Of t h e  210 machines, 63 mach;nea valued 
at Rs. 5-42 lakhs had been found surplus to the requirements of 
LCW 

The Comm~ttee are surprised to note that these machines were 
accepted without any physical examination and they were accept- 
ed or .1~ on these basis of brief particulars furnished by the supply- 
ing authorities. The Committee would like to be informed whe- 
ther 63 machines valued at Rs. 5:42 lakhs which w e n  found nu- 
plus have been put to  any alternative use, and if so, where. 

Railways From all these factors, the Committee cannot but come to the 
conclusion that the whole scheme was envisaged on the basis of 
probabilities and its execution during the short period it survived, 
lacked the "attention for details", as a result of which it  had to 
be abandoned. The Committee wculd like the Railway Board to 
work out the infructuous expenditure incurred due to abandon- 
ment of the project, after taking due credit for the assets trans- 
ferred to the D.L.W. Project. 

3.187 Do. The Committee hope that the abandonment of the Loco Com- 
ponent Works Project would serve as an object lesson to the Rail- 
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way Board, and that in future, greater degree ol' care, thought and 
co-ard.nation with different agencies will be bestowed before 
launching a project of this magrutude. 

Rail ways From the evidence tendered and the notes furnished by the 
Ministry, the Committee are surprised to learn that 6 corn 
tracts of bridge works including the Mahanadi bridge Project a b m  
Rs. 10 labs  each were awarded to W s .  Hindustan Construction Co. 
Ltd. without tenders during the period 1954 (when Gaga  Bridge 
Contract was awarded) to 1965. Also during the same period the 
total amount of fore;& exchange allotted to this ccrnpany for im- 
porting equipment for these contracts amounted to more than Rs. 63 
Lskhs. The contention of the Ministry that "The well foundations 8 
proposed to be utllised in the case of Mahanadi Bridge were of 
such a nature that it w s  felt that no other firm would be able 
to do the job within the time available" docs not appear to be 
correct in view of the fact that no tenders wcrc invited. Since 1954 
the only firm which was awarded contracts without tender for 
bridge works above Rs. 10 l a k h  was the Hindustan Construction 
Co., and even in November, 1961 when the contract of the Mnhanadi 
Bridge was given to them, the Railway Baard did not even think 
that after a lapse of about 7 ycars there might be some other flrm/ 
firms who also could do the job equally well. The Committee 
cannot but deprecate the tendency of awarding contracts for huge 
sums of money (including substantial amounts of foreign excbangc) 
without inviting tenders. They desire that such a practice &odd 



not be resorted to m future except in cares of emergency und the 
nxmal healthy convention of inviting tenders should be iollowcd. 

do The Committee are also perturbed to learn that the Railways had 
*o pay a sum of Rs. 8.92 lakhs to the Hindustan Construction Cum- 
pany for providing and keeping one pneumatic set as stand-by rt 
the site of the work when the estimated cost of such a ret wus only 
Rs. 12 lakhs. They regret to learn that the question of purchasing 
this equipment by the Railways themselves was only considered 
Ovhen Mahanadi Bridge single tender was being negotiated. If the 
Ministry had given careful consideration to the purchase of such a 
~ e t  earlier they would not only have saved this uum of Rs. 8-92 lakhs 
;pant on hire charges etc. but would also have possesred the set for 
s~milar work elsewhere and the question of purehazing two ruch seta 
of equipment now costing Rs. 38 lakhs (of which foreign exchange 
4ement would be Rs. 12 to 15 lakhs) would not have arlscn The 
Committee would, therefore like to stress that the Railways should 
levise ways and meails of undertakin~ come advance planning with 
a vlew to effect savings over a long period. 

io The Committee are perplexed to learn during ev~dcnce that "om- 
c*rs examined the files but found that neithar the Bihar Government 
Gazette nor circular was traceable anywhere and they could not 
!ix any responsibility on any particular individual" and that therc 
ivere Iapzes at  every stage of this case. They are of the opinion 
?hat the manner in which the case has been dealt with leaves muck 
scope for improvement in the pmcedure laid down by the Aailwajr 
Administration to tackle such issues. They, therefore, desire that 
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the oafcia1 procedure ~bould be streadbe with utmost rpcad ro 
that lapses may not recur in future. 

The Committee are surprised that a warrant of attachment of th. 
3 . W  Raiiw.fn station earnings was issued by the Certificate OtBcer, Mutadtarpur 

for the rediretion of Rs. 59,969. The propriety of such an act!- 
Is open to question. The Committee suggest that this case may be 
brought to the notice of Bihar Government at the highest level md 
that certain healthy conventions laid down for settlement d h l w  
between State Covt. and Central Govt. by comspondence mdlos: 
discusions at appropriate levels. r 

The Committee are dist ressed to find that due to the non-oban- ' 
do. vance of the prescribed procedure a Pay Clerk could mfsrpproprlt, 

a sum of Rs. 94,561. The main points of abuses. in this case m: 
(i) There war no Inspector of Pay Clerks to inspect the work . 

of this pay clerk while all other pay clerks were under m . 
Inspector; 

(ii) The work of thts pay clerk did not come under accouatr 
check even during the five month when 'norrmlly a pry - 
clerk should come under accounts chock OIMN in thrw 
months;" 

(id) Tbe pay clerk could escape the inspection of Additfoarl 
Divisional Accounts Oeacer on a plea of making prgmrnt 



outaide and it was not checked up at that tfme for after- 
wards whether the plea was genuine or not; and 

(iv) Even when the lacuna came to light, the department did 
not freeze the books and accounts of the clerk urd iarW 
allowed him time to complete the books when the con- 
duct of this man was grievously wrong and there was an 
adverse report from SPE. 

From all these, the Committee feel that the present procedure 
should be tightened up so that such incidents do not recur. Tbsy 
further feel that the time taken by the Department to tinalise depart- 
mental investigation. to fix responsibility on the indivwual omcialr 
and to take disciplinary action against the guilty persons 1s unduly 
long. The Committee would like to be informed of the Rnsl o u t  8 come of the case. 

do. The Committee regret to find that even though more than tbrae 
years have elapsed, the Railway Administration have not been able 
to finally determine the amount of loss involved in this case. During 
these years two investigations had been conducted and in both t& 
cases the figures of verification Mered widely. 

The Committee are inclined to feel that much of the ditAculQ 
had arisen because the P.W.I. despite his poor health was burdencd 
with work which, according to evidence, should have been sbared 
by two P.W.Is. The Committee feel that the investigations should be 
completed quickly and adjustments made from the dues of h e  de- 
c e a d  which have been withheld. They are also of the opinion that 

- ----- 
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tbe Administration while allotting additicnal work b en:ployes 
3bould Jso provide them with adequate staR as otherwise dimcub 
ties are likely to arise in regard to maintenance of accounts which 
may result in a lors. The Administration sbould also consider wha 
ther in case of ofRcials whore cases of retirement ere finalied, tbe 
verification of stocks held by them could be strted at least ids 
IIION~)~?~ before the time of superannuation instead of waiting for the 
verification being done ~mmedtatelv before retirement 

36 4.2 R8ilwayr In the following cases the Committee note that the r e p k  fur- 
ai&ed by the Ministries a n  of mterim nature Thep would. ther@- 
fore. await a further repm thereon: # 

1. Serial No. 67 of Appendix XX (para 69) to 32nd Report 
(3rd Lok Sabha) 

2 Serial No. 72 of Appendix XX (para 75-item 3) 32nd Report 
(3rd Lok Sabha) 

3 Serial No. 72 of Appendix XX (para 75 item 4) to 32nd Report 
(3rd Lok Sabha) 

The Committee are not convinced that the local rutboritia had 
acted with the best intentions in undertaking the earthwork and 
would, therefore, urge that the matter should be further investiguted 
and responsibility Axed as already recommended earlier. 



do. The Committee are surprimi to learn that no enqulrp wu held fn 
regard to the loss of 21,014 bags. They would like that an enquiry 
rhould be held to ascertain the circumstances leading to the lw, be- 
fore the axmiit is written off. 

do. The Committee desire that the final decision in the matter may be 
expedited and communicated to them. 

do. The Coxunittee are not satisfied with this brief reply from tho 
Ministry of Railways as it does not fully answer their querries. It is 
also not clear from the reply whether "liability registers'' are now 
being properly maintained or not. They desire that the Ministry of 
Railways should furnish a Railway-wise analysis of €he *tion at 
present regarding maintenance of these registers. 

do. In this case also it is not clear 'from the reply whether the procc 
dure is being properly followed or not and what is the periodicity of 
the Reports sent by the Purchase Organisations abroad to the Railway 
Board. The Committee desire that the intervals at  which the infor- 
mation is being supplied by the Purchase Organisations, the nature 
of the Reports (whether they contain uptodate information or not) 
and the number of Reports received by the Ministry in the last six 
months of the financial year 1965-66 may be intimated to them. The:l 
would also like to know 8 the Ministry of Railways have formulated 
any plans/proposals for the improvement of the existing procedure 
and if so the details thereof may be furnished. 

- -- - - -- - - - - - - - - - - - - - - --- - 
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41 4.27 Railways The attention of the Railway Administrations had again been 

drawn recently to the s tand i~g  inSt~~tloXl3. The cwnmittee ws :.' 
Like to watch the effects of the instructions issued by the Ministry oT 
Railways through future Audit Reports- 

The Committee may be furnished wlth a copy of the instructtans do. issued by the Railway Board referred to in para 4.31. They trust 
that besides issuing instructions, the Railway Board would also look 
into the cases of non-obcervance of the orders and take suitable action 
against ofacials at fault. 

The Committee would like to watch through future Audit Reports 
44 the effect of the measures adopted by the Railway Board to fmpmw 

4.35 do. the position of recovery of rent in respect of Railway land leased to 
outsiders. 

do. The Committee are constrained to note that such lapses have rgufn 
occurred on the Railway Administration. These cares may be cxa- 
mined in detail at the time of consideration of the Audit Report 1808 
by the next Committee. 

4'3 do. The Committee would watch the results of the measures adopted/ 
proposed to be adopted by the Railway Board through future Audit 
Reports. 




