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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee do present on their behalf this Thirty-second
Report on the Appropriation Accounts (Railways) 1962-63 and Audit
Report (Railways), 1964.

2. The Appropriation Accounts (Railways), 1962-63 together with
the Audit Report thereon were laid on the Table of the House on the
20th February, 1964. The Committee examined them at their sittings
held on the 28th November, and 4th, 5th, and 19th December, 1964.
A brief record of the proceedings of each sitting of the Committee
has been maintained and forms Part II* of the Report.

3. The Committee considered and finalised this Report at their
gitting held on the 23rd February, 1965.

4. A statement showing the summary of the principal conclusions/
recommendations of the Committee is appended to the Report
(Appendix XX). For facility of reference these have been printed
in thick type in the body of the Report.

5. The Committee also considered the replies of the Ministries
pursuant to their earller recommendations which are included in
Part IIT* of the Report. Their comments on a few selected tewms
are contained in Chapter IV of the Report.

6. The Committee place on record their appreciation of the
assistance rendered {o 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 Industry and Supply (Department of Supply and Technical Deve-
lopment) and Home Affairs for the cc-operation in giving detailed
information asked for by the Committee during the course of their
evidence.

New DELHI; R. R. MORARKA,
Dated 24th. February, 1965, Chairman,
¢ Phalguna 5, 1886 (Suka). Public Accounts Committee.

*Not prmte_l ((ilc é,;'clostylt-d copy laid on the Table and fair ¢ pies placed m the
Purliamicnt Library).
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I
Budgeting and Control over Expenditure

General Results of Appropriation Audit—Paras 2—4, Pages 1-2:

2. The numiber of demands voted during 1962-63 was 19 as against
21 in 1961-62 and the number of appropriations was 12 against 4 in
the previous year. There was a substantial increase in the number
and amount of Supplementary Grants taken during the year (12 for
Rs. 26-73 crores as against 8 for Rs. 8:71 crores in the previous
year). The total amount for which Supplementary Appropriations.
were obtained was more (Rs. 0:'48 crores as against 018 crores
in 1961-62). The following statement compares the total grants and
appropriations with the disbursements against them:—

Particulars Voted Grants Charged Total
Appropriations

1. Total grants and

appropriations . 11,60,26,51,000 1,75.54.000 11,71,02,05,000

2. Total disbursements 11,84,81,06,059  1.44.604.701 11.86,25,70,820

4,55:059 {—)30.89,239 (-1 )15,23,65.520

e
N

3. Net savings(— (s,
or excess (+
4. Percentage of 310 1 {+) 133 {—; 760 {47130

According to a statement furnished to the Commitiee by the Mini-
stry of Railwavs (Railwey Board) the percentage of variations during
the last 5 veurs was as under:i—

Vored Chargad Total
1. 1958-59 . . (=) 484 (—) 1600 (—) 485
2. 1959-60 . (=) 549 (—) 1527 (=) 550
3. 196061 . . {—) 6.29 (—; 25 36 (—) 6.27
4. 1961-62 =) 497 (—, 1362 (=) 498
s 1g62-63 . .4, 1.33 (—) 17.00 (43 1.30
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Budgeting and Control over Expenditure

General Results of Appropriation Audit—Paras 2—4, Pages 1-2:

2. The number of demands voted during 1962-63 was 19 as against
21 in 1961-62 and the number of appropriations was 12 against 4 in
the previous year. There was a substantial increase in the number
and amount of Supplementary Grants taken during the year (12 for
Rs. 26:73 crores as against 8 for Rs. 8:71 crores in the previous
year). The total amount for which Supplementary Appropriations.
were obtained was more (Rs. 048 crores as against 0-18 crores
in 1961-62). The following statement compares the total grants and
appropriations with the disbursements against them:—

Particulars Voted Grants Charged Total
Appropriations

1. Total grants and
appropriations . 11,60,26,51,000 1,75,54,000 11,71,02,05,000

2. Total disbursements 11,84,81,06,059  1.44.64,761 11,86,35,70,820

:54,55,056  (—)30.56,239 (-+)15,23,65,520

L]

3. Net savings(— NESY
o excess (-,

4. Percentage of 3 to 1 () 1°33 {—; 17-60 (43130

.

According to a statement furnished to the Committee by the Mini-
stry of Railways (Railwey Board) the percentage of vuriations during
the last 5 years was as under:—

Voted Charged Total
1. 1958-59 . . (=) 484 (—) 16000 (—) 485
2. 1959-60 . (=) 549 (—) 1527 (=) 5-50
3. 196061 . . (=) 6.29 {(—) 2536 (—) 6.27
4. 1961-62 . . =) 497 {(—, 13°62 (—) 408
. 10962-63 . .o {=, 1.33 (=) 17.60  (+) 1.30
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The Committee observe from the above table that while in the case
of voted grants the variations had been small, in the case of charged
appropriations they were quite substantial. The Ministry of Rail-
ways would be well advised to examine as to why their estimates in

the case of charged appropriations were so wide off the mark all these
years. ‘

3. In the course of evidence the Financial Commissioner (Rail-
ways) claimed that the extent of accuracy in budgeting had improved
and the year 1962-63 was the best in the last 5 years. He added that
strenuous measures were adopted to reduce the gap between the
budgeted and actual expenditure. They had gone to the extent of
withdrawing certain supplementary demands and this resulted in
excess expenditure over voted grants. The irregularity of excess

expenditure over voted grants has been dealt with in para 14 of the
Report.

Unnecessary Supplementary Grants/Appropriations—Para 5, page 2:
4. The more .mporiant cases where funds obtained by suppiemen-
*$ary grants;appropriations proved unnecessary or excessive were as

under:

(Figures in thousands of rupees)

Supplemortacy Final savings
No and Numwe of Grant. Aparopriation Grant’ {inclusive of

Appropriation  surrenders)

(98}

A—CQrants
2.-Reveaus—Miscelancous
Expenditure . . ) 12,00 21,66

6-Revenue —Working  expenscs-Oper-
ating Sttt . . . . : 1,28,67 38,51

9-Revenue—Working  Expenses—D>Miscel-
fancous Expenses . : 3.88,82 33594

13-Open Line Works—Revenue— Labour
Welfare. , . . . . 22,7 3,62

16-Qpen Line Works—Additions . 8.07,3¢ 1,76,5%




B—Charged Appropriations:

9-Revenue—Working  Expenses— Mis-
cellaneous Expenses . . . 13,68 10,79

16-Open line Works—Additions . 12,05 9,23

Explaining Grant No. 2—Revenue—Miscellaneous expenditure,
‘where the supplementary grant proved entirely unnecessary (the
supplementary grant was for Rs. 12 lakhs, whereas the final savings
inclusive of surrender was Rs. 21:66 lakhs) the Financial Commis-
:sioner stated in evidence before the Committee that a supplementary
grant of Rs. 12 lakhs was obtained for undertaking a number of
new surveys mainly for doubling projects, the need for which had
arisen after the presentation of the budget. The Grant was almost
(Rs. 10 lakhs) utilised for the required purpose, but inaccuracy in
estimating the original demand, especially in the case of the Research,
Designs and Standards Organisation resulted in an overall saving
under the Grant. The Research. Design and Standards Organisation
was not able to spend the funds owing to non-receipt of materials
and equipment and non-availability of technical personnel. In other
cases the witness claimed that funds obtained through supplementary
grants were only slightly excessive and thus revealed quite a fair
accuracy of budgeting. The Committee feel that the position of non-
utilisation of funds by the R.S.D.O. should have been evident to the
Railway Administration before approaching Parliament for supple-
mentary funds under these demands. Even granting that approval
of Parliament was to be obtained for undertaking new surveys
through the medium of supplementary grant, the Committee feel that
a token provision could have been obtained for the purpose.

5. As for the charged appropriations, it was explained that they
related to matters which could not be avoided. The amounts were
fairly small and had been provided to meet expenditure anticipated
to be incurred on court decrees and arbitration awards etc. In order
to examine the matter further the Committee desired to be furnished
with a statement showing the number of court cases and arbitration
awards which were expected to be settled before the close of the
financial year and those which were actually finalised and paid for.
‘The Ministry of Railways (Railway Board) have accordingly furnish-
ed the statement which is at Appendix II. The Committee observe
that under Grant No, 9 the Eastern and Northern Railways had anti-
<ipated as many as 90 and 43 cases whereas the cases actually settled
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‘were 36 and 5 respectively. They are unable to see any reason as to
why a better assessment was not pessible even as late as in February,
1962 when the Ministry approached Parliament for supplementary
grants. The Committee suggest that the reasons for such an inaccu-
rate assessment on Eastern and Northern Railways should be investi-
.gated and suitable remedial measures taken to avoid recurrence.

Inadequate and injudicious surrenders—Para 6 Pages 3-4.

6. This para enumerated 7 cases of inadequate surrenders indi-
cative of retention of funds by the Ministry in excess of their require-
ments and 7 cases where the amounts surrendered were much more
than what they should have been. The Committee were informed
that the amounts surrendered towards the close of the financial vear
were based on the anticipated expenditure. These did not represent
the postponement or dropping of any schemes or projects by the
Railways but were merely based on the re-estimation of their total
-expenditure which was spread over thousands of schemes. Explain-
ing in detail the savings under Grant No. 6 Revenue—working expen-
ses—Operating staff, in which against a final saving of Rs. 385 lakhs
a sum of Rs. 25-8 lakhs only was surrendered, the representative of
the Railway Board stated that the final figures of expenditure were
reported by the Railways. who in turn collected the information from
different formations. Thus adding up all the figures the total expen-
diture which was likelv to be incurred was assessed and the balance
amount was surrendered. It was further added that in respect of
other cases mentioned in the Audit Report, the estimation had been
fairly accurate, in that the final savings were not very substantial
when compared with the total grants.

The Public Accounts Coinmittee (1963-64) while examining similar
cases of inadequate and injudicious surrenders were informed by the
Ministry of Railways that steps had been taken to simplify the
accounting procedure and that the position in this regard would show
an improvement in respect of accounts for the vear 1962-63. The
Committee regret to observe that instead of showing an improve-
ment the position had further deteriorated. They enquired whether
the existing method of reporting of estimates by the Railways was
not defective. The Financial Commissioner explained that the Raii-
ways sent modification statement right up to the middle of March
but this information was based on the actual expenditure incurred
upto the month of January and estimated amount for the subsequent
period. He, however, agreed that there was scope for improvement
in the extant procedure. The Committee trust that the Ministry of
Railways will further tighten up the procedure-and ensure that the
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Railway Administration keep them fully informed of the latest posi-
tion and they in turn scrutinise the same properly before surrender-
ing any amounts or approaching Parliament for supplementary funds.

Unnecessary or excessive reappropriations—Para 7, Page 4. .

7. This para enumerated five cases where funds obtained through
re-appropriations by individual railway administration proved
entirely unnecessary and six cases where the funds obtained were
much more than the actual requirements. The following were the
more important items:

(Figures in thousands of Rupees)

Railway No. and Name of the Grant Amount Savings
obtained in Final
Grant
South Eastern 9.—Revenue—Working Expen- 4,07 11,03
ses  Misccllarcous Expen-
penses.
Central 13.—Cpen Line Works—- <3 2,07

Revenue Labour Wilfare.

Northeast Frontier 8.—Revenuc—Working Ex- 3,60 3,58
penscs—Operation other than
staff and fuel (Charged)

South lastern g—Revenue—Working Iixpenses 3,70 1,40
Miscellancous Expenses
[Charged}

The Commitiee were informed in evidence that in the first case
appropriaticn related to several heads under the Grant and was
based on the trend of expenditure at the time of preparat on of final
estimates. There were also some delays in the payment ol gratuiiies
and special contribution to provident Fund to retircd employeces.
In reply to a question the witness stated that in most of the cases
about 909, of the amount was paid to the persons at the time of
retirement. The halance was paid after going into ali the formalities,”
The Committee desired to be informed of the number of cases relaling
to settlement of Provident Fund Accounts which were pending fo#
more than three Years and the reasons ‘or the delays in their settle-
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ment. The Ministry have accordingly furnished a note at Appendix
ITT which indicated that the number of pending cases is substantxally
high on the Southern Railway. As regards the delays, the Com-
mittee note that while only a few cases had been pending for reasons
like difficulties in settling the question of succession etc., 48 cases
were pending because commercial debits and other recoveries had
not been finalised. The Committee trust that the Ministry of Rail-
ways will further examine the reasons for delays in settlement of
these cases. As delay in settlement of retirement dues causes hard-
ship to the retired employees the Committee would like the Ministry

of Railways to initiate suitable remedial measures to avoid

such
delays in future.

8. In the second case of reappropr.ation referred to above, it was
-explained that these were small works costing less than Rs. 25,000/-
each and the amount could not be estimated precisely. It was added
that the District or Divisional Engineers making the estimates con-
centrated on major works and gave relatively less attention to the
smaller ones. In the case of charged appropriations it was stated
that certain funds were provided to meet likely payments on account
of compensation awards whirch did not materialise. The Committee
feel that these are further instances which indicate failure on the part
of the Railway Administrations to watch the progress of expenditure
under the Grants and assess their requirements suitably.

Savings in Grants and Appropriations— Para 8, Pages 4-5.

9. Savings occurred under 13 grants and 9 appropriztions during
the vear 1962-63 as against 18 grants and 6 appropriations during
1961-62 and 18 grants and 5 appropriations during 1960-61. The
amount of total savings during 1962-63 was Rs. 10:35 crores as against
Rs. 62:04 crores during 1661-62 and Rs. 76:34 crores during 1960-61.

Expenditure met {rom Capital grants and appropriations account-
ed {or a saving of Re. 530 crores, the larger portion of which (Rs. 3-44
crores) occurred under Grant No. 15—Construction of New Lines.
"The Dandakaranyva-Bolergir-Kiriburu Project alone, as in the pre-
vious vear provided the bulk of these savings (Rs. 3'35 crores), mainly
-due o delay in finalisat on of contracts, postponement of tunnelling
. work, change in design of bridges. retardation of works as a result
of prolonged monscon period and non-receipt of materials etc. The
balance of the savings of Rs. 1.8 crores occurred under Grant No.
16—Open Line Works—Additions, mainly due to slower progress of
certain works as a result of shortfall in the supply of machinery.
plant and other materials.

 The savings under grants and appropr.ations in respect of expen-
.diture met from revenue amounted to Rs. 5:04 crores as against
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Rs. 17'64 crores during 1961-62 and the appropriation relating to-
expenditure met from Development Fund accounted for the balance

of Rs. 0-01 crore.

The Chairman, Railway Board informed the Committee in evid-
ence that the work on the D.B.K. Railway Project was proceeding
satisfactorily and it was hoped that the work would be completed
two or three months before the target date. The savings only indi-
cated that certain materials were not received in time and certain
debits were not received as they were anticipated. It was pointed
out that there had been savings on this project in the earlier years
and that during the subsequent year (1963-64) also there were certain
savings in the expenditure on this project. The Committee, there-
fore, desired to be informed of the reasons for the savings, progress
achieved, and the total amount required for the project. The Mini-
stry have accordingly submitted a note (vide appendix IV) explain-
ing the reasons for the shortfall in expenditure on this project during
the years 1961-62 to 1963-64. It has inter alia been stated in the note
that the sanctioned cost of the project (Rs 55:32 crores) was for an
estimated length of 271 miles. It is now expected that the total
length will be 279 miles and the whole project including the addi-
tional 8 miles would be completed within the original sanctioned

L

estimate.

As regards Grant No. 16 Open Line Works—Additions the biggest
savings were in the Integral Coach Factory (Rs. 84 lakhs out of Rs. 10
crores) and the Diesal Locomotive Works (Rs. 78 lakhs out of Rs. 2:07
crores). The Financial Commissioner (Railways) explained that in
the case of the Coach Factory the amount pertained to the new furni-
shing unit which had since been set up.

As for D.L.W,, it was stated that most of the Civil Engineering
Workshops structures etc. would be completed by March, 1965..
Meanwhile production had been started and 12 units had been assem-
bled from knocked down conditions. On being asked about the pro-
gress made in achieving the targets of production, the Committee-
were informed that the earlier target laid down for the year 1964-65
namely assembly of 12 locomotives and manufacture of 26 locomotives.
(total 38) had since been revised to a total of 26 units. Even against
this revised target of 26 units it was expected that the D.L.W. would"
be able to turn out 18 locomotives. It was added that there had been
certain delays in the procurement of equipment etc. which was also-
responsible for the shortfall in the expenditure. In order to assess
the progress made in the setting up of the workshop and the reasons.-
for the non-fulfilment of target of production the Committee desired
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to be furnished with a note indicating the original and revised esti--
mates for the project, year-wise progress of expenditure, targets of
production etc. The note furnished by the Ministry is at Appendix V.

The following points regarding the setting up and the working of
the Diesel Locomotive Works arise out of this note:—

(a) RevisioN oF ESTIMATES

It has been stated that the work was included in the works pro-
gramme in 1961-62 after taking supplementary demand from Parlia-
ment in November, 1961 and appeared as a work in progress in the
Pink Book for 1962-63. For the purpose of Pink Book provision the
anticipated cost of the work as assessed on a very rough basis was
shown as Rs. 13-7 crores chargeable to capital. It has further been
stated that manufacture of diesel locomotives being an entirely new
line of indigenous production, the Project Administration did not
have adequate background of experience for framing a realistic esti-
mate of the cost of project. Thus an amount of Rs. 13:7 crores asses-
sed on a rough basis was included in the urgency certificate. Later
on the project report was received from the collaborators in June,
1962 in the preparation of which Indian engineers were throughout
closely associated. The detailed list of plant and machinerv were
received by the middle of September, 1962. On the basis of the pro-
ject report as also the list of plant and machinery. it was possible to
prepare an abstract estimate for the project. The cost of the project
as per this estimate was Rs. 19-57 crores and the estimate was sanc-
tioned in February, 1963. The table below gives the anticipated cost
under broad heads as per the present estimate in ‘uxta ro<ition with
corresponding figures in the urgency certificate:

Abstract Certificate  Variations
Estimate

—

Preliminary expenses . 31 44 — 1.3
2. land . . . . 290 215 + 78

3. Structural engineering

works . . ) . 83172 6164 -+ 220°8
4. Equipment . . . 9727 586-9 + 385 8
5. General Charges . . 112°0 1404 — 28-4
4. Miscellaneous . 30 04 + 26

ToTtaL : 19§70 13700 + §87-0
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The Committee, while conceding that the precise estimates regard-
ing equipment, plant and machinery could not perhaps be made
-earlier, find it difficult to see why there should be so much increase in
the estimates for structural works etc. It is observed from the note
that an increase of Rs. 148:7 lakhs in the township was due to larger
number of quarters found necessary as against quarters earlier in-
cluded in the urgency certificate and provision of marketing, educa-
tional, medical and recreational facilities etc. Similarly, Rs. 20 lakhs
were added due to additional area for administrative and workshop
offices. The Committee feel that these requirements could have been
assessed more realistically even in the initial stages,

(b) TARGET OF PRODUCTION AND PERFORMANCE

10. In accordance with the production schedule laid down as per

the project report the production of locomotives during the Third
Plan was anticipated as follows:

1963-64 o 3
1964-65 . 26
1965-66 . 54

As against this the Committee observe that 4 locomotives were
merely assembled from a knocked down condition during the year
1963-64 and during the year 1964-65 only 7 knocked down locomotives
and 2 locomotives partly manufactured had been turned out till
the end of November, 1964, and the total anticipated output during
1964-65 is expected to be only 18. Explaining the reasons for the
shortfall in production it has been stated in the note that for
the first batch of 10 locomotives on account of unavoidable delay
due to docks strike in New York in the shipment of imported com-
ponents ordered on the foreign firm, their receipt in the work of
D.LL.W. was delayed and thrown out of gear. It has also been stated
that “some components also got mis-dispatched/over carried/or
missed in transit in 10 shipment and these were not received in
D.1L.W.”. While the Committee appreciate that delay caused by the
docks strike in New York was entirely beyond the control of the
Ministry of Railways, they feel concerned to learn that some com-
ponents of the locomotives were mis-dispatched/over carried etc.
They desire that the circumstances in which this occurred should be
thoroughly investigated and suitable steps taken to avoid recurrence
in future. The Committee would also suggest that efforts should be
made to accelerate the tempo of production to achieve the targets
laid down by the Railway Board for the Third Five Year Plan, viz.,
95 locomotives in all including 12 knocked down locomotives.
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(c) PERCENTAGE OF INDIGENOUS CONTENT IN THE MANUFACTURE OF
LOCOMOTIVES

11. It has been stated in the note that indigenous content of loco-
‘motives is expected to be progressively increased ultimately reaching
the level of about 90 per cent. in the latter part of the Fourth Plan.
Thereafter only some specialised items will be required to be im-
ported. The Commitee hope that this target would be rigidly ad-
hered to and if possible improved upon further,

12. The Committee had also desired to be furnished in this con-
nection with further details about the terms of agreements entered
into with the foreign collaborators and the extent to which they had
‘been fulfilled. This information is still awaited.* The Committee
would watch the progress of this project and the achievements made

to fulfil the targets of production etc., through subsequent Audit
Reports.

13. In the case of Grant No. 14—Open Line Works—Revenue other
than labour welfare, the Committee were informed by Audit that

savings had occurred under the grant for the past 7 years as indicated
‘below:—

(Amount in lakhs of Rupees)

Year Final Amount Percent- }
Grant of age of
Savings savings
1956-57 : : : : : 9,31 2,57 276
1957-58 . . . . . 10,69 1,70 159
1958-59 . . : ) ) 13,33 3,95 29-6
1959-60 ‘ ‘ . . : 13,71 3,11 2247
1960-61 . . . . . 12,36 2,64 213
1961-62 . : . . ‘ 10,64 2,61 24°4
1962-63 11,01 1.71 15.5

In extenuation of the reasons for the continued savings under the
grant, the Financial Commissioner explained that the main difficulty
had been partly material and partly the large number of works.
This had, however, been receiving special consideration and in the
current vear attempts were being made to save on the works. On
his attention being drawn to the recommendation of the Public
Accounts Committee contained in para. 5 of their 13th Report
(Third Lok Sabha) that where there were continued savings a lump
sum reduction in those demands should be made, the Financial
Commissioner stated that at the time of presentation of Demands to

- —

".S'mcc Received.
2158 (aii) LS—2.
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Parliament a note of probable savings was taken. He claimed that.
certain progress had already been made to improve the position.

While there has no doubt been some improvement in that the:
percentage of savings under the grant has been reduced from 29-6.
in 1958-59 to 15:5 in the year 1962-63, the Committee fecl that the ex-
tent of saving is still on the high side. The Committee are also un-
able to accept the plea of large number of works as ample justi-
fication for over-estimation under the Grant. They feel that with
their experience in the matter of procurement of material etc., year
after year, the Railway Administrations should have been able to
frame their requirements much more precisely.



Excesses over the Voted Grants and Charged Appropriations, Para, 9, Pages 5—7
14. In the following cases there was excess expenditure over the voted Grants and charged appropriations :—
SL No. & Name of Original Supplemen- Final Grant  Expenditure Excess Real Excess %age of
No. Grant Grant  tary Grant after taking real excess

into account (Col. 8 to
misclassifi- Col. §)

cations.
! 2 3 4 5 6 7 8 9
VOTED GRANTS

1 3—Revenue—Pav-

ments to worked

lines and others . 28,08,000 . 28,08,000 28,32,117 24,117 24,117 0-9
2 7—Revenue Working

Expenses—

Operation (Fuel) . 82.68,58,000 13,62,81,000 86,31,39,000  87,16.52,309 85,13,309  87,75,029 1-0
3 17—Operation Line

Works—

Replacements 1,11,79,63,000 8,60,54,000 120,40,17,000 (26,08,04,142 567.87,142 5,53,72,781 4°6
4 12—Open Line Works

Development

Fund . 22,98,00,000 .. 22,98,00,000  23,15§,94,251 17,94,251 19,26,454 o-8
s 20—Appropriation 1o

Development

Fund . 23,21,97,000 .. 23,21,97,000  42,06,50,425 18,84,53,425 18,84,53,425 81-2

CHARGED APPROPRIATION
1 s—Revenue—Work-

ing Expenses—

Repairs and Main-

tenance . 1,00,000 82,000 1,82,000 1,82,268 268 268 0-I15
2 17—Open Line

Works-—Replace-

ments . 9,75,000 12,56,000 22,31,000 25,110,665 2,79,665 2,79,665 12°%§

, —
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The detailed reasons for the excesses under each Grant/Appro-
priation have been set forth in the notes (Appendix VI) submitted
fto the Committee by the Ministry of Railways (Railway Board). It -
has been stated that Grant No. 20, where the most significant ex-
cesses occurred was not strictly an item of expenditure. Excess was
due to mainly the increase in gross traffic receipts which were due
to spurt in the traffic and improvements in the freight lifting capa-
city of the Railways in the closing months of the year following the
emergency. In the case of other items, it has been urged that, there
was unavoidable additional expenditure under different heads such
as could not be foreseen and provided for in the Revised Estimates
on the basis of which Supplementary Grants were obtained.

Elucidating the excess relating to Grant No. 3—Revenue—Pay-
ment to Worked Lines and others, the Financial Commissioner stated
that there was a number of lines in the Central, North-east Frontier
and Southern Railway. The Railways had estimated what amounts
would be payable as net earnings to the private Railways but the

actual earnings were higher than estimated and so a higher payment
became due.

As regards Grant No. 7—Revenue Working Expenses—Operation
{Fuel), it was stated that one of the largest items which constituted
this grant was the expenditure on coal. There was not only a direct
expenditure on the coal consumed, when the traffic was more than
expected but there was also some expenditure on the larger stocks,
which were built up by various Railways. As regards the necessity
for re-bookings and diversions of good quality coal, which also con-
tributed towards excess expenditure, under the grant, the Com-
mittee were informed that initially coal was received in various sheds
as plannedd, but afterwards, as shortages developed, some re-booking
from one Railway or storing place or shed to another was inevitable.
This was done only for emergency when the stock of good quality
coal becaine unduly low.

With regard to excess under Grant No. 17—Open Line Works—
Replacements, it was stated that during the year alongwith other im-~
provemeny, an improvement in the supplies of materials (especially
supplies of rails and steels) and in the execution of works had occur-
ed. This was more than was anticipated. Agreeing with the
Committee that they came to know of the excess three or four months
after the close of the financial year, the Financial Commissioner,
Railways stated that on receipt of the Audit Report they had issued
mstructions to the budget and finance authorities to control expen-
diture within the available figures or otherwise give early intimation.
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In reply to another question the Committee were informed that lia-
bility registers were being maintained by the Railways. These en-
abled then to exercise some control but it was not sufficiently ac-
curate as where heavy supplies of material were received towards
the close of the year, it was difficult to make any provision. It would
not be known for certain whether debits relating to payments made
abroad would be raised within the vear or not. The Committee
would in this connection invite the attention of the Ministry to their
recommerdations contained in para. 5 of the 15th and 21st Reports
(Second Lok Sabha) wherein they had suggested the submission of
periodical reports by the Supply Organisations to the indenting
Ministries. They trust that these suggestions are being followed
properly by all concerned,.

15. Explaining the budgetary process further the Financial Com-
missioner informed the Cummittee that the initial revised estimates
of works were sent by th» Railways to the Railwav Board on the
20th December, every year. Thereafter thev furnished modification
statements. It was added that information received by the Board
upto the third week of January was taken into account before
finalising the figures of revised estimates for presentation to Parlia-
ment. Alter that the modification satements helped them to redis-
tribute whatever amounts were available between different Railways.
The Cominittee regret to observe that as revealed in the present case
even towirds the close of the financial year the Administrations were
unaware of the fact that expenditure under the grant was going to
exceed the funds granted by Parliamcnt. They would, therefore, like
the Ministry to examine what improvements are necessary in the ex-
tant procedure for watching the progress of expenditure. to avoid
recurrence of such excesses in future.

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

Grainshops—Profit and Loss Account for the year 1962-63 Para 10—
Page 7

17. The Profit and Loss Account of Grainshops for 1962-63 indicat-
ed that the total amount of expenditure incurred during the year on
‘salaries of staff’ (including travelling and other allowances) and
‘Contribution of Provident Fund was Rs, 2,48563 representing 374
per cent. of the total ‘sales’ amounting to Rs. 6.65,000. During the
year Grainshops existed only the Eastern and North-east Frontier
Railways. With total sales of Rs. 3,17.354 and Rs. 347646 on the
Eastern Railway and North-east Frontier Railway respectively, the
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expenditure on staff on the Eastern Railway at Rs. 1,12,334 accounted
for 35:4 per cent. of the sales while the North East Frontier Railway
was able to restrict it to Rs. 83,232 i.e. 24 per cent.

In evidence the Committee were informed that the running of
grainshops was grossly uneconomical and the Railways would like to
close them down as soon as possible. It was added that the pro-
cedure of sales and accounting followed by the shops wag very
elaborate and that was the reason for the employment of a large
number of persons. On being asked as to why the Eastern Railway
which was handling lesser number of ration cards than the N.F.
Railway employed more staff than the latter, the representative of
the Railway Board stated that while the Eastern Railway had static
grainshops, the other Railway had mobile shops. In the mobile shops
the same staff moved from place to place and served a larger number
of people, whereas in the case of static shops they provided better
service to the consumers. The latest position was that the staff em-
ployed on Eastern Railway had come down from 119 in 1960-61 to
51 in 1963-64. On the North East Frontier Railway, it had come
down from 70 to 26 during the same period.

The Committee are not satisfied with the explanation offered in
justification of employment of staff for running the grainshops es-
pecially on the Eastern Railway. They suggest that besides continu-
ing efforts for closing down the grainshops, the question of reducing
the staff should be examined to minimise the losses to the extent

possible.

18. As regards the expenditure incurred on the staff in the South
Eastern and Northern Railways, where the grainshops had already
been closed down, the Committee were informed that at present an
expenditure of Rs. 30,000 per annum was being incurred on the South
Eastern Railway which included a nucleus staff to deal with the de-
cretal amounts awarded by courts and also payments of compensation
which had to be given to staff who had opted out. The number of
staff had come down in 1963-64 to 7 for grainshops and two for
accounts. Now only three clerks were working. It was expected
that by the 31st March, 1965, no staff would be required. As regards
Northern Railway the Committee learnt from Audit that the grain-
shops were closed as far back as July, 1955. To deal with the resi-
dual work of grainshops expenditure on staff aggregating Rs. 32,043
was incurred during the period from 1st April, 1956 to 31st March,
1963. The staff was surrendered on 1st April, 1963.

In the opinion of the Committee the residual work on the Northern
Railway could have been dealt with more expeditiously. They hope
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that the residual work on the South Eastern Railway woild not be

allowed to drag on as happened on the Northérn Raflway and that &t
will be completed by the close of the financial year.

LCompensation Claims, Para 11, pages 7-8
(a) ASSUMPTION OF COMMON CARRIFR'S LIABILITY

19. The Indian Railways assumed with effect from 1st January,
1962 liability as common carriers for the loss, destructions, damage,
deterioration or non-delivery of goods in all cases except for causes
force majeure, delivery in good faith on forged receipts or to wrong
persons and frauds committed by consignors or consignees. They
also assumed liability as “bailees” for a period of 30 days after
termination of transit.

The effect of this enlarged liability had been reflected partially
in the claims paid by the Railways during the period from 1st
January, 1962 to 30th June, 1963 when a sum of Rs. 8:88 lakhs ap-
proximately, representing about 146 per cent of the total compensa-
tion claims was paid on this account.

(b) OTHER COMPENSATION CLAIMS

Compensation claims on account of loss due to “pilferage of
goods” and “perishables traffic” had been increasing on the Railways
during the last four years as indicated in the statement below:—

Year Total Gross Percent- Gross Percent-
amount of amount age of amount age of
claimspaid paid on amounts paid as amounts

account of paid for compen- paid for
claims for pilferages sation for perish-

pilferages to the total perish- ables

amount of ables traffic
claims paid traffic to the

total
amount of
compen-

sation

claims

Rs. Rs. Rs.

1959-60 ©3,99,58,764  82,53,185 20°65 25,59,596 6-41
1960-61 © 3,03,33,625 1,03,58,481 26.33 23,84.117 6.¢6
196162 3,89,57,529 1,15,52,881 29:66  25,91,57 6:¢s

1962-63 © 4,14,30,821  1,15,87,992 27:97 27,96,226 655
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In 1962-63, against the all railway average of 27-97 per cent, the
_percentage of compensation claims due to pilferage was 31-34 in the
Southern, 40:19 in the North Eastern, 40-48 in the North-east Frontier
and 4373 in the Eastern, while as regards perishables the percentage-
was 7'17 in the Central 9-39 in the South Eastern and 1161 in the

North-east Frontier Railway, against the average of 6:75 per cent. for
all the railways taken together.

It was pointed out in evidence before the Committee that as.
against the figure of Rs. 8-88 lakhs shown in the Audit para as having
been paid as compensation the actual payment was Rs. 758 lakhs.
It was estimated that as a result of the Railways assuming carriers
liability the extra payment would be in the neighbourhood of Rs. 2
crores. But in the first part of the yvear 1962-63 many of the claims
related to bookings prior to 1st January, 1962 for which Railways
were liable as bailees under the old law.

In reply to a question as to why in spite of the steps taken by the
administration. pilferage cases were going up, it was urged that ‘he
total incidence of claims considered in the context of volume of
traffic and increase in prices showed a great improvement. It was
added that the amounts shown under pilferages also included pay-
ments made for shortages where they had not been able to detect
any thefts. As regards claims under theft, it was stated that there
had been a consistent improvement as a result of tightening up of the
activities of the Railway Protection Force.

Asked about the rise in the percentage of pilferages on the
Eastern Railway, the representative of the Railway Board stated
that the increase had been due to pilferage of sugar booked for ex-
port and kept in the shed of the Calcutta Port Commissioner. This
shed was not under the control of the Railway but under the control
of the CP.C. As a result of efforts made the Watch and Ward
arrangements in the shed had since been improved. As regards pay-
ments of claims made by the Railway in respect of pilferages in the
shed, it was stated that the matter would have to be settled by the
Eastern Railway with the Port Commissioner. The Committee
desired to be furnished with a statement showing the details of the
claims paid on account of pilferages of sugar consignments and thuse
paid for pilferages as a whole during the year 1959-60 to 1863-64.
The information since received is at Appendix VIL. From the infor-
mation furnished the Committee find that the number of claims
paid on account of pilferages from sugar consignments at Kantapuku
have been steadily rising from 3019 in 1959-60 to 6069 in 1963-64,
the correspond nz amount paid heing Rs. 3,71.264 and Rs. 10,23,212
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respectively. The Committee cannot view this drain on the ex-
chequer with equanimity. They would like the Ministry of Railway
to convene a meeting with the Ministry of Transport and the re-
presentatives of the Eastern Railway and Calcutta Port Commis-
sioner to devise effective measures to put a stop to such pilferages
from sugar consignments awaiting export at Kantapukur.

20 With regard to the North Eastern Railway, it was explained
that there were large number of transhipment points on the Railway
which accounied for the shortages of goods in handling. Moreover.
traffic had also increased considerably on this Railway. It was added
that security arrangements had since been strengthened on ‘the
Railwav. The Committee trust that the Railway administration will

continue to make endeavours and take suitable measures to further
reduce losses on this account.

Unsatisfactory State of Stores Priced Ledgers—Para 12, Page 8-9:

21. The Stores Accounting Rules required the periodical reconcili-
ation of the numerical and value figures in the Priced Ledgers with
the Ledger Cards maintained at the Depots, and the General Books
of the Railway to locate and adjust the differences. if any. A se-
parate review of all the ledgers to be completed once in six months
had also been prescribed.

According to Audit Report on the North Eastern and North-east
Frontier Railways. the reconciliation of Priced Ledgers with Numeri-
cal Ledgers was heavily in arrears. The arrears pertained to the
periods prior to 1955. The reconciliation of the Priced Ledgers with
General Books was also in arrears on both the Railways for periods
prior to 1955. and in the Southern Railway from 1st October, 1958.
in one unit and from 1st April, 1962 in two units.

Mostly for want of explanations after proper investigation, for
the shortages and excesses noticed during the physical verification
of the stock with the various stock holders of the divisions and de-
partments, large numbers of stock verification sheets remained un-
disposed of on 31st March, 1963, as shown below:—

Nos,
Central Railway ‘ . : . . . . 9,569
kastern Railway . . . : . . . 8,596
Southern Railway : : ‘ : : ‘ . 4,256
South Eastern Railway . SJI15

On Eastern and South Eastern Raxl\x avs, some ut the:e sheets
pertained to the years 1947-48 and 1954-35 respectively.



The witness claimed during evidence that there were three tiers
-of verification or reconciliation. First of all, the reconciliation of
;ground balances in the depot; secondly, of the numerical balance
with the priced ledgers so far as quantity was concerned and thirdiy,
the values as shown in the priced ledgers maintained in the Accounts
Office with the general book value of the stores. It was a continuous
process going on all the year round.

As regards the case relating to the North Eastern ard North-east
Frontier Railways, it was stated that in connection with the merger
and re-grouping of Railways there was difficulty of maintenance of
accounts in the Stores Accounts Section of the North Eastern Rail-
‘way at Calcutta. Then in the process of transfer of records etc., to
Gorakhpur from Calcutta, some records were lost. Further on the
unwillingness of the staff to go to Gorakhpur, new staff who had not
done this type of work before, was entrusted with this work. These
factors resulted in the work remaining unattended for a long time
It was added that this mater had always been causing a great deal
of dissatisfaction in the Railway Board and pressure was being put
on the North-east Frontier and North-eastern Railwayg to get the
arrears cleared expediticusly. The situation had been improving
gradually and it was hoped that they would be able to clear e
arrears completely in the next few months.

In reply to a question the representative of the Railway Board
-admitted that the prescribed review of all the ledgers to be cem-
pleted once in six months had been in arrears. On the Southern
Railway a large number of vacancies remained unfilled and there
was increase in the quantum of work. Now extra staff had been
posted. It was hoped that the arrears would be cleared in the next
few months.

The Committee vegret to note the unsatisfactory state of store
ledgers. They would like to be informed of the progress made in the
.clearance of these arrears and the final outcome viz., the shortages
and surpluses detected in the stores.

22. As regards the undisposed of stock verification sheets it was
stated that as on 30th September, 1964 only 6,448 sheets out of 27,536
(shown in the Audit Report) were pending. The up-to-date figures
including the current cases in respect of the Railways were &8

follows:—
Central Railway . . 75270
Eastern Railway . * i . ' , 7,227
Southern Railway . . . . . 2,000
6,318

South Fastern—Railway
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In reply to a question as to how the difference had been reconcil-
ed and whether any action was taken against the staff responsible,
the Committee were informed that in cases where there was no
reasonable explanation, usually responsibility was fixed on the per-
son and if there were too many cases of the nature against a parti-
cular person, disciplinary action was taken.

On the suggestion of the Committee the Financial Commissioner,
Railways assured the Committer that the whole matter relating to
clearing up of these cases would be considered from all aspects and
some officer would be specifically deputed to clear the arrears. The
Committee would watch the results through subsequent Audit Re-
ports.
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Losscs, Nugatory Expenditure. Financial Irregularities and other
topics of interest.

Narth-East Frontier Railway—Extra expenditure caused by changing
the Zonal Contract System into Area Contract System. Para 14,
pages 10-11.

23. The North-east Frontier Railway decided in Octcber, 1961 to
switch over to the 'Area Contract’ Sysitem and worked out the rates
which comparatively were much higher than the ‘zonal contract’
rates being paid till then. This was done in pursuance f the advice
of the Railway Board to the different Railwavs in October, 1960
that they had nou objection to the Railways following cither (i) the
Zonal Svstem of entrusting all works in a Zone to o zonal con-
tractor on the basis of open competitive tenders. or (ii) the Area
Contract System of having more than one contractor in each area at
fixed rates to be determined by the Administration.

The Financial Adviser and Chief Accounts Officer. while accord-
ing his concurrence to these rates. pointed out on 12tn Novembar,
19€1 that the Area Contract Syvstem would involve an extra expen-
diture of about Rs. 35 lakhs per vear and wanted the Railway A.l-
ministration to bring it to the notice of the Railway Board.

While the Area Contract System was introduced with effect from
the 1st December. 1961. on the entire Railway excepting one En-
gineering District, and a portion of another District, the remarks of
the Financial Adviser and Chief Accounts Officer were brought w
the notice of the Railway Board only in January, 1962. In March,
1962, the Railway Board pointed out that the area svslem was to
be adopted only if found more advantageous. Consejuently. only
such works as were essentially required or for which commitments
had already been entered into were done under the area system.
After 1st April, 1962, the pace of execution of other revenue wotks
wos also slowed down and arrangements were made to revert to
the zonal system. The extra expenditure incurred by the Railways
is not susceptible of computation for want of proper data, but is
roughly estimated by Audit at Rs. 13 lakhs.

Giving the historical background. the Chairman, Ralway Board,
informed the Committee that the “area contract” sysiem was pre-
valent on most of the Railways as early as in the year 1930. Later

22
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on, the zonal contract system was adopted by some of the Railways.
‘On the N.F. Railway, where zonal system was in vogue, it was found
that works were lagging behind the schedule, so much so that the
Railway had to surrender funds to the extent of Rs. 23 lakhs during
the year 1960-61. The Railway Administration accordingly approach-
ed the Railway Board for permission to revert to the ‘area contract
svstem’. Meanwhile, in June 1960, a Chief Engineers' conference
held at Simla passed a resolution recommending the reintroduction
of the ‘area’ system to ensure timely completion of the planrea
revenue and new minor works. The resolution also ir.dicated the
method for fixation of rates under the system. The Railway Board
after considering the whole matter came to the decision that it should
hetter bhe left to the individual Railway to adopt either the area
contrac! system or the zonal system. A circular was accordingly
:ssued in October, 1960, and the N.F. Railway adopted the area con-
ract system in 1961, It was added that after the system was in-
troduced “there was quicker progress in the works and they were
able to push on with their works.” The Financial Commissioner fur-
ther explained that under the zonal contract syvstem the contractors
often quoted low rates but later they executed only such of the items~
of works which were profitable to them leaving the unprofitable ones.
Thus their performance was not found to be satisfactory. In the
case of area contract system, the rates which were reasonable and
workable were fixed by the administration. In the case in question
the rates were fixed by the Railway on the basis of the rates tender-
ed for special works during the previous 12 months. The rates thus
fixed were not only not higher but a few percentage less than the
later rates.

At the instance of the Committee the Ministry of Railways
(Railwav Board) have submitted a note (Appendix VIIT) which states
that during the period 1st October, 1960 to 30th November. 1961 out
of the works of the value of Rs. 8497 lakhs which the zonal eon-
tractors were required to do, they had actually completed works of
the value of Rs. 6563 lakhs only. In reply to another question it
has been mentioned in the same note that under the area contract
svstem the position of works was as follows:—

(@) Number of work orders issued up to 3 1-3-1962 . 1,580
(6) Work orders completed within 31-3-1962 - ‘ . 450
(¢) Works completed by 30-9-62 - . . : : 976
(d) Work orders not completed . . : . : 154

While the Committee do not want to go into the merits of the two
systems nor do they want to question the administrative decision,
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they nevertheless cannot help observing that according to the facts
disclosed in the note furnished by the Ministry, the stand taken by
the Railway Board that the position regarding execution of works
was unsatisfactory under the zonal system and improved consider-
ably when they switched over to the area contract system is not fully
borne out. The fact that as many as 10 per cent. of the work orders.
issued up to 31st March, 1962 remained uncompleted up to 30th Sept-
ember, 1962 seems to indicate that no significant improvement had
been achieved even after following the costlier method.

24. On being pointed out that the F.A. & C.A.O. of the N.F. Rail-
way had made it clear to the Railway Administration that the new
system involved extra expenditure of Rs. 35 lakhs, the Chairman,
Railway Board observed that the extra expenditure was ‘“only
hypothetical”. Explaining this point further, he started that the
F.A & C.AO. had taken into account the zonal rates of the previous
year which were unworkable. In the subsequent year when tenders
were invited the rates quoted by contractors were much higher thaa
those fixed under the area contract system. The Committee, there-
fore, enquired as to why the Railway Board revised their earlier
instructions and the Railway Administration changed over to zcnal
contract system when the area system was considered to be more
suitable. The Financial Commissioner explained that in March
1962, the Board had ashed the General Manager to review the position
in the light of the observation of F.A. & C.A.O. The then General
Manager decided to continue certain works where commitment had
already been made and for the rest he invited fresh tenders. He
added that both the systems had their advantages and disadvantages
while in the area contract system the Railway had better hold on the
contractors and work could be got done quicker, the zonal contract
system placed lesser burden on the administration. The Chairman,
Railway Board added “in these days under the present climate every
bodv’s action is looked upon with suspicion. 1 think reverting back
to the zonal system has placed our staff in a beter position”. The
Committee can hardly appreciate this stand. So long as the discretion
vested by the rules is exercised rightly by officers there is no reascn
why they should feel that their actions are looked upon with sus-
picion. They are also surprised at the earlier observation that the
“extra expenditure was only hypothetical.” From a note (Appendix
VIII) subsequently furnished to them the Committee ohserve that
during the period 1st April, 1962 to 30th September, 1962 a sum of
Rs. 28,72,128 was paid to the area contractors. while if the zonal rates
were followed only a sum of Rs. 24,81,801 would have been paid.
This clearly brings out that there was an extra expenditure of
Rs. 3,91,327 during the period of 5 months.



25. The Committee enquired as to why on receipt of the remarks
of the F.A. & C.A.O. the matter was not discussed with him to as-
certain the basis of his contention. The Financial Commissioner ex-
Plained that the F.A. & C.A.O. had in the first instance suggested to-
the Chief Engineer to review the position. The Chief Enginecr
was of the view that the increase of 4 per cent. over the zonal rates
as suggested by the F.A. & C.A.O. was not adequate. He had gone
further to suggest that notwithstanding the estimated extra cost, in
the interest of getting the work done the area contract svstem should
be accepted. Thereafter, the F.A. & C.A.O. did not press his point
but only desired that the orders of the General Manager might ce
obtained and this was done.

It was pointed out that in his note the F.A. & C.A.O. had desired.
that the matter should be brought to the notice of the Railway Board.
The witness explained that in an earlier note the F.A. & C.A.O. had
stated that the matter “may have to be referred to the -Railway
Board”, he did not mean thereby that the matter should be referred
to the Railway Board. Further, he did not press this view, but only
desired that the General Manager's sanction should be obtained.
Later on, the Railway Board were informed by the Railway Adminis-
tration in January, 1962 and the F.A. & C.A.O. also had included this:
matter in his quarterly D.O. letter to the Financial Commissioner,
Railway Board, which was written by him in February, 1962. The
Comptroller and Auditor General pointed out that in September,
1961 the F.A. & C.A.O. had suggested that the question may have to
be made known to the Railway Board. Subsequently, in his noting
of 28th November, 1961 also he had invited attention to this matter
and desired that the “Railway Board may be informed of the position,.
if not already done”.

The Committee are surprised at the manner in which the Ministry
tried to defend an obvious lapse on the part of the Railway Adminis-
tration. From the facts placed before them they cannot but con-
elude that the financial implications of the two systems were not
thoroughly gone into by the Railway Administration before switching
over to the area contract system.

26. From the perusal of the Railway Board letter No. 61/WII/CT/
94 dated 12th March, 1962 to General Manager, N.F. Railway, Pandu
(Vide Appendix VIII), it is clear that there was some confused think-
ing on the part of the N.F. Railway administration in interpreting and
implementing the Railway Board's instructions on the subject. The
Committee consider this unfortunate and hope that such confusion
will be scrupulously avoided in future, specially when dealing with:
important matters with wide financial implications.
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Northern Railway—Extra payment to a handling contractor—Para
15, Page 11. .

27. For sorting, loading and unloading wagons, the contractors

are usually paid at “per wagon” rate at some stations, and at maund-
.age rate at other stations.

In one such handling contract executed for a period of three
years from April, 1857, in the absence of mention in the agreement
of the stations, at which wagon rate was to be paid and those at
which maundage rate was to be allowed, the loads handled by the
contractor at all stations were paid for at wagon rates. The Railway
Administration in January, 1959 decided to recover the erroneous
payments with retrospective effect. The contractor did not accept
this position and subsequently stopped work. The case was sub-
mitted to arbitration and the Arbitrator, in February, 1963 awarded
a sum of Rs. 4,26,820'90 nP. to the contractor in full and final settle-
ment of the case. The District Court upheld this award but the
Railway Administration was considering an appeal to the High Court.

In evidence the Committee were informed that in the tender
notice the quantum of work that was to be done by each of the 23
stations had been mentioned. The agreement, however, contained
2 schedules mentioning rates for 35 tvpes of work required to be
done by the contractor but the type of work to be done at a
particular station was not mentioned. It was also urged that the
contract document was not defective. It was a standard form
which had been prescribed by the Railway Board after consulting
the Ministries of Law and Finance and the rates for each type of
work had been clearly stipulated. The witness added that the con-
tractor had mis-interpreted some of the clauses of the agreement and
charged double the rates for loading and unloading operaticns in
Tespect of the same van at the road-side stations. He further added
that it was for the first time that such a contract was awarded on this
Division. The Comptroller & Auditor General pointed out that the
form of agreement prescribed for a single station was adopted for
the entire zone. This form could have been made more elaborate.
The Chairman, Railway Board stated that there was no difference
in the nature of the contract except in the case of the schedules for
the types of work to be undertaken and the rates therefor. The
Member (Transportation) later added that instructions had since
been issued to the Railwav Administrations that in futine the sta-
tions and the items of work to be done there should be shown sepa-
rately in the agreements. The contention of the Railways about the
misinterpretation by the contractor is not proved as the arbitrator
and also the District Court have upheld the contractor’s conten-
tion. This shows the contract was defective.
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The Pub'ic Accounts Committee have on many occasions impres-
:sed the need for proper scrutiny of agreements with private par-
ties. They regret to observe that in this case the form prescribed
for single stations was adopted in a routine way for the entire zone.

28. With regard to the over-payments the witness informed the
'‘Committee that certain irregularities were noticed by the Divi-
sional Accounts Officer while inspecting a particular rebooking
shed on the 21st August, 1957. In the meantime, the Audit Officer
also found certain irregularities in the case of bills submitted by
the contractor for another station. A meeting of the officers of
different departments was then convened on the 18th and 19th April,
1958 and it was decided that from the month of March, 1958 reduc-
tion should be made in the bills of the contractor to recover the
over-payments made to him. Orders were also issued to the effect
that the bills should thereafter be prepared on the correct basis.
The Committee enquired the reasons for the delay in effecting the
recoveries of the over-payments made to the contractor. The irre-
gularities came to the notice of the Administration in August, 1957
but the rscoveries were started only 10 months after i.e. from June,
1958. The Ministry of Railways have submitted a note (Appendix
IX) giving a chronological account of the action taken by the Nor-
thern Railway Administration during the period August, 1957 to
April, 1958. It is seen from the statement that the irregularities
were brought to the notice by the D.A.O. to the D.C.S. on 23-8-1957
and by the Deputy Financial Adviser to the Deputy Chief Commer-
cial Superintendent on 26-8-1957. Despite several reminders from
the Accounts Office it appears the matter was not expeditiously
handled by the Administration including the D.C.C.S’s office. The
Committee, therefore, desire that the matter should be further in-
vestigated and responsibility fixed for the inaction and delay in
handling this case in the Railway Administration.

29, With regard to further developments of the case, the Com-
‘mittee were informed that in terms of the agreement the General
Manager had deputed one of the Senior Deputy General Managers
as an arbitrator. The contractor disputed this on the ground that
the General Manager could not delegate his powers in this regard.
He took the matter to the District Court, which decided the matter
in favour of the Railways. Thereafter, another officer was nomi-
nated as Arbitrator who, in February, 1963, decided the case in
favour of the contractor. The District Court having upheld the
award, the Railway Administration had since decided to fi'e an
appeal to the High Court. The Committee may be informed of the
final outcome of this case.

2156 (aii) LS—3,
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30. Discussing in general the procedure and the results of cases
referred to arbitration, the Committee enquired about the experi-
ence gained by the Railways in this regard. They desired to be
furnished with a statement showing the number of disputes arising
out of commercial contracts which were referred to arbi‘ration
during the last 5 years and indicating as to how many of them
the awards were given in favour of the Railway Administration.
From a note (Appx. IX) submitted to them the Committee find that
out of 43 such cases referred to arbitration, during the 5 years ’59-60'
to 63-64, 27 had been decided of which as many as 25 had gone in
favour of the contractors. In the light of this experience the Min-
istry of Railways would be well advised to examine the reasons for
such a large number of cases having been decided against them and
consider the feasibility of improving the procedure of reference of
cases to arbitration,

Loss on account of delays in the finalisation of tenders, para « 16,
pages 11-12.

31. In paras 55-56 of their 1st Report (1962-63) the Public Ac-
counts Committee had dealt with certain cases of delays in the fina-
lisation of tenders within the validity period of offers. According
to Audit such delays continued to occur on the Railway Adminis-
trations and in 16 such cases, which had come to notice, extra ex-
penditure to the extent of about Rs. 90,000 had to be incurred, in
obtaining the material from the same or other contractors by nego-
tiation or due to higher rates quoted while retendering.

In yet another case the South Eastern Railway Administration
failed to furnish certain clarifications to the Director Genera', Sup-
plies and Disposals, within the stipulated time with the result that
the same firm enhanced the rates and an extra amount of Rs. 43,640
had to be paid.

In evidence, the Member (Mechanical Engineering), Railway
Board, stated that instructions had been issued to all the General
Managers of Railways to ensure that tenders were finalised within
the period of their validity. The Railway Administrations were
sending periodical reports in this connection to the Railway Board,
who in turn furnished quarterly reports to the Cabinet Secretariat.
In spite of these instructions and checks, the witness added that
delays occurred in scme cases either because of the fact that the
tenderers furnished insufficient information, particularly the tech-
nical details or due to the desire on the part of the Tender Com-
mittees to get a reduction in the rates by negotiation. In 11 out of
16 cases mentioned in the Audit Report delays occurred owing to the
attempts made by the Administration either to negotiate with the
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tenderers to bring down the rates or to call for fresh tenders. In
the remaining five cases delays were due to other factors, like tabu-
lating the quotations called for different items and the time taken
in consu'tations with other Departments ete. In reply to a question
the witness stated that there had been an improvement and the per-
centage of cases where delays occured had come down from 6.6 to
about 5. The witness further assured the Committee that efforts
would continue to be made by the Railway Board to effect further
improvements in the position,

The Committee feel that mere issue of instructions will serve no
purpose until their compliance is insisted upon in all cases and the
defaulters are suitably dealt with. They would further watch the
implementation of the assurance given by the Ministry in this re-
gard.

32. Exp'aining the circumstances of the particular case pertain-
ing to the South Eastern Railway the witness stated that the sup-
plier had quoted rates on the basis of his own drawings and specifi-
cations. This being a technical item the Railway Workshop was
consulted in the matter which took some time. He added that the
reference from the D.G.S.&D. was received on 24th May, 1962 re-
quiring reply by the 30th May, 1962, but the last date of the vali-
dity of the offer was not mentioned in that letter.

The representative of the Department of Supply explained that
with an earlier letter sent on 23rd March, 1962 the D.G.S.&D. had
supplied to the Railway Administration a copy of the tender docu-
ments and a reference in these was also made in communication
of 18th May, 1962. 'The D.G.S.&D. also sent subsequent reminders to
the Railway Administration requesting them to expedite the re-
marks. The representative of the Railway Board, however, urged
that the details contained in the tender documents could not be
taken as final as in many cases the dates of validity etc. were sub-
sequently changed by the tenderers. Moreover, the tender docu-
ments had been sent to the Controller of Stores Calcutta and were
not in the possession of the Dy. Chief Mechanical Engineer Kharagpur
who was required to examine the detailed drawings and specifi-
cations furnished by the firm. The Committee were further in-
formed that there was a statutory increase in the price of steel even
before the expiry of last date of validity and the extra payment
made to the supplier represented the difference in the cost of steel.

The Committee are not satisfied with the explanation. In their
opinion the Controller of Stores to whom letters were addressed by
the D.G.S.&D. neither checked the position regarding the period of



validity of the offer with tender documents in his possession nor

did he enquire this fact from the D.G.S.&D., when the latter was re-
minding him for an early reply.

The D.G.S.&D. also cannot be considered free from blame as he
did not specifically mention this important fact in his communi-
cation. The Committee would suggest that to avoid such cases in
further the D.G.S. & D. should invariably bring the period of validity
of the offer to the notice of the indentors.

Loss due to non-determination of a contract in default Para—17—
page 12,

33. A contract for supply from West Germany of 1,445 tons of
M. S. Plates was placed on a firm on 31st December, 1960, The firm
was required to keep the materials ready for shipment, duly ins-
pected, ex-works by 31st March, 1961,

The firm informed the Board on 23rd February, 1961 that they
had arranged for the supply of material from Italy instead of from
West Germany and requested acceptance of this revised offer. The
necessary “Mills Authority” from their new suppliers was, how-
ever, not received from the firm until 1st July, 1961. A valid per-
formance guarantee bond was also not furnished before 15th Janu-
ary, 1961 as stipulated in the contract, but delayed till 4th June,
1961. By this time, the Continental market rate for the plates had
come down considerably and the Board had in June, 1961, p'aced
an order for similar plates on another firm, mostly at rates lower
by about $ 18 per ton. In spite of the various breaches of the con-
tract by the firm and the fall in prices, the Board agreed on 1st
August, 1961 to accept supply from Italy at the original rate, thus
incurring an avoidable extra expenditure to the extent of about
$17,600 (Rs. 83.800). The delivery period was alco extended suc-
cessively upto 31st .August, 30th September, and 31st December,
1961 reserving the right to levy liquidated damages.

The firm got the materials inspected and passed by the Director
General, India Stores Department, London between 8th and 10th
July, 1961 i.e., before the Board agreed to accept the supply from
Ttaly, and actually supplied plates, without copper content contr-
ary to the specification for which, however, they accepted a reduc-
tion of $7.50 per ton in the rate

The Hindustan Aircraft Limited for whom these plates were
ordered, incurred an avoidable expenditure of Rs. 13.681 on account
of delay in supply, towards making a'ternative procurement arran-
gements and payment of increase of ocean freight from 1st Octo-
ber, 1961. The Board’s claim for Rs. 35241 towards liquidated
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damages for delay in supply was refuted by the firm attributing
the delay in supply entirely to the Railway’s failure to establish the
necessary credit in time. However, a cheque for Rs. 13,681 had
been given by the guarantor firm in December, 1963.

In evidence, the Member (Mechanical Engineering) Railway
Board, stated that while it was true that in a subsequent tender
called for a limited quantity a firm had tendered lower rates, it
could not be considered as a fall in the market price. But for this
offer the rates quoted by other firms were almost the same as that
of the supplier in question. Moreover the performance of the new
firm was not known to the Railway Administration and, in fact it
made no supplies till June, 1963. Since the material was required
urgently the Administration did not consider it advisable to change
the source of supply at that stage. The witness added that they
were able to get the supplies in time and thus avoid dislocation of
work. The Financial Commissioner added that it had been their
experience that having accepted an offer, it was better to pursue
it. The Committee enquired whether it was not considered appro-
priate to negotiate with the contractor and seek a reduction in
rates, in keeping with the lower rates offered by another firm. The
witness stated that it would have amounted to a change in the
original terms of the tender. In reply to another question he ad-
mitted that this course of action did not strike to them at all. The
Financial Commissioner also agreed that this could have been done.

What struck the Committee in this case was the casual manner
in which the Railway Board processed the contract. The supp'ier
bad defaulted not only in terms of specifications but also deliveries.
He had failed to furnish the performance guarantee bond in time.
But the Ministry apart from penalising the supplier did not even
negotiate with him to seek a reduction in the cost in keeping with
the latest offer received by them,

34. On being asked as to how the material which did not conform
to specifications was accepted, the representative ¢f the Department
of Supply admitted that at first the inspector had inadvertantly
overlooked the absence of copper content but subsequently the
mistake was detected in the Mission itself and the supplier was in-
formed that the material was not acceptable and the supplies should
not be shipped. Later on the matter was referred to the Railway
Board and the H.A.L., who agreed to take the material after seek-
ing a reduction in the price.

The Committee are surprised to note that even such an import-
ant fact that the plates did not contain copper was overlooked by
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the Inspector. This cannot be considered as an inadvertant mis-
take but indicates lack of proper care in inspecting the material.
They trust that the supply organisation will take suitable steps to
avoid recurrence of such cases,

Western Railway—Extra payment to a handling contractor due to
incorrect fixation of a lumpsum rate—Para 18, page 13.

35. A contract awarded by the Railway Administration for hand-
ling goods at a station for a period of three vears from 1st May,
1957 provided, inter alia, for sorting and adjustment of about 4,342
vans per annum at a lumpsum rate of Rs. 1,800 p.m. The contractor
represented in August, 1957 that insufficient work was being allott-
ed to him. The Railway Administration on enquiry, became aware
of the fact that no repacking work was expected to be done at this
station, .ie., about one third of the number anticipated at the time

to be dealt with.

During the period from 1st May, 1957 to 31st January, 1958 only
995 irregular vans were repacked at this station, i.e., about one third
of the number anticipated at the time of awarding the contract. Nego-
tiations were conducted with the contractor to reduce the lumpsum
rate proportionately, but he agreed to a reduction of only Rs. 600 p.m,
with effect from 1st July, 1958. According to Audit, the prevailing
rate for repacking irregular vans was Rs. 2:50 per van, and therefore
by the inclusion of an item of regular repacking work in the contract
at this situation, the Railway Administration incurred an avoidable

extra expend:ture of about Rs. 42,500.

The Committee enquired the circumstances in which the con-
tract was awarded without considering the nature of the work at
the station. It was explained that Agra East Bank used to be a re-
packing station until November, 1956. On the rationalisation of
the handling of sea'ed vens the quantum of work at this station
fell considerably. At the time of inviting tenders, at the instance
of the General Manager, figures of traffic dealt with during the last
3 years were collected and it was found that about 350 vans per
month used to be dealt with at the station, but nobody pointed out
at that time that the quantum of work at this station was likely to
fall considerably in the changed circumstances. The witness ad-
mitted that it was definitely a lapse, which was due to lack of co-
ordination in the Railway Administration. It was added that the
rate for repacking irregular vans was Rs. 2:50 per van at other sta-
- tions, but because the number of wagons was considered to be very
large, a lumpsum rate was decided by the Administration. In the
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next contract, however, the basis was changed from lumpsum to
per wagon rate.

As regards the loss of Rs. 42,500 mentioned in the Audit Report,
the representative of the Railway Board stated that in a composite
tender the contractor while quoting the rates for different items
went by the overall valuation and the monthly remuneration that
he was likely to get. As against the lower rate quoted against this
item, the other contractors had quoted much higher rates against
other items, with the result that the overall valuation of the con-
tract was about Rs. 2,300 or so more per month than that of the con-
tractor in question. It was, therefore, not correct to assume that
the whole of Rs. 42,500 could have been saved. As a result of
negotiations the contractor had been persuaded to reduce the
amount by Rs. 600 per month., Had the mistake been detected ear-

lier the saviing could have been at the rate of Rs. 600 per month at
the most.

It was pointed out that though the contract had started from
May, 1957, it was actually executed on the 25th March, 1958 and
signed on 25th May, 1958, when all these facts were known to the
Administration. The representative of the Railway Board men-
tioned that the contract had been given on the basis of rates quoted
by the contractor. Only the signing of the agreement was delayed
and no changes could have been made at that stage. He added
that the only alternative was to call for fresh tenders. The Offi-
cers who dealt with the case at that time felt that the labour rates
had gone up and fresh tenders would not throw up cheaper rates.
It was, therefore, thought to be fair and just to negotiate with the
contractor and seek a reduction in the rate.

The Committee regret to observe that lack of co-ordination and
improper scrutiny of the tender documents resulted in extra ex-
penditure in this case. They are not aware whether the Ministry
had enquired into the reasons for this lapse. Apart from the ini-
tial mistake of omission to assess the quantum of work the Com-
mittee feel that the officers who finalised the contract and signed
the agreemcent as late as May. 1958 with the full knowledge that
the rates were unreasonably high also did not act in the best inter-
est of Government. Having come to know the correct position, the
officers could at least negotiate with the contractor and seek suit-
able reduction in the rates before entering into formal agreement
with him. The Committee suggest that the matter may be thorou-
ghly investigated and responsibility fixed for the various lapses.
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North-east Frontier Railway—Loss in buildings of 300 sugarcane:
cages. Para 19, pages 13-14.

36. In December, 1955 the then North Eastern Railway Admi-
histration awarded a contract on the basis of open tenders, to equip.
300 wagons with suitably designed cages for sugarcane traffic, at
the rate of Rs. 1,130 per wagon. Due to some subsequent changes in.
the design, an additional payment of Rs. 300 was agreed to, revis-
ing the rates to a total of Rs. 1,430 per wagon. The contractor re-
peatedly complained of inadequate supply of underframes by the:
Railway Administration and asked for extension of completion
date. Except for 6 Nos., the underframes were supplied to the con-
tractor only between October, 1957 and February, 1960 and the
contractor was given six extensions, to 31st March, 1960.

The Railway Administration thereafter terminated the contract
in April, 1960 when the firm had completed 179 cages only. The-
contractor protested against the termination of contract and desir--
ed to go in for arbitration. As a result, the Railway Administra-
tion agreed to take over from the contractor his unutilised mate-
rials of the value of Rs. 60,631, which included 121 numbers of addi--
tional flap doors, valued at Rs. 23,964.

The representative of the Railway Board stated in evidence that
in the earlier stages the contractor could not take up the work in
hand as he had some difficulty procurring steel. He was granted
extension of time on the understanding that he would make a few
wagons for inspection by the authorities at Gorakhpur and start
bulk manufacture afterwards. Eventua'ly after 19 months he
could produce a few trlal wagons which were inspected and approv-
ed generally. The first wagon was produced in October, 1956. At
this stage the operating department felt that it would be better to
make certain minor modifications so that the wagons could be uti-
lised for other purposes also. The contractor was thereupon asked
to follow a new design and equip the remaining wagons with doors
on an additional payment of Rs. 300 per wagon. The Contractor
also assured them at this stage that as material had begun to come
he would be able to start manufa-ture of the items in bulk. But there
were operational difficulties in that the wagons were scattered all’
over the railway and it was not possible for the administration to
gupply wagons to the controller in such numbers as they would have
desired. The Committee enquired as to why the contract was
given to the firm even though it had not been able to produce any
wagon for inspection for 19 months. The witness stated that this
aspect was examined and the contractor was asked to expedite the
work. Later in March, 1960, when the contractor asked for further
extension the Administration reviewed the position and considering:
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the improved supply position of the general type of wagons and the
fact that the demand for sugar cane traffic was being fully met it
decided not to pursue this order. It was, therefore, decided in April,
1960 to terminate the contract. As for the unutilised material taken
from the contractor, the Committee were informed that the same
was purchased at the prevalent market price. The material in-
cluded 57 tons of mild steel angles valued at Rs. 35,000 flap doors
and spring washers ete, It was added that all these items would be
suitably utilised by the Railway.

The Committee got the impression that the Railway Adminis-
tration did not dea! with this case with proper thought and vigour.
The facts that the execution of the contract was not followed up
with the contractor in the earlier stages when he produced only a
few wagons after 19 months and subsequently the design was
changed soon after the production of the first wagon, indicate that
the Administration had not assessed their requirements fully be-
fore placing an order for 300 units. Subsequently alse the inabi-
lity of the Administration to make the underfames available to the
firm placed them in an unenviable position. The Committee wou'd
like to be informed as to when and how the unutilised materials
of the value of Rs. 60,631, taken over from the contractor were uti-
lised by the Railway Administration.

Non-utilisation of Permanent Way Fittings—(Loose Jaws)—Para
20, page 14

37. During the year 1956-57, the Railway Administration placed
indents on the Director General, Supplies and Disposals, for the
indigenous purchase of Steel Loose Jaws—an ancillary equipment
for steel sleepers. On the advice of the Iron and Steel Controller,
the procurement by import of the steel sleepers had been taken up
by the Railway Board direct. It was found by the Railway Board,
after sending a Purchase Mission abroad to purchase steel sleepers,
that the price of imported wooden sleepers was more favourable
and involved less foreign exchange. The import of steel sleepers
was, therefore, given up and the Railways, were advised in May,
1958, to examine whether any reduction in the requirement of
jaws was possible and if so, whether the indents already placed on
the Director General, Supplies and Disposals, could not be can-
celled. The firms which were approached by the Director General,
Supplies and disposals, did not agree to the cancellation of orders
as the necessary raw materials had already been arranged by them
and supplies to the Railways had almost been completed.

Out of 205.90 lakhs loose jaws received between 1956 and 1959,
a quantity of 80.49 lakhs valued at Rs. 39.50 lakhs approximately,
remained in stock on 31st March, 1963.
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The Railway Board had informed Audit that about 11:11 lakhs
Joose jaws valued at Rs. 5.4 lakhs, had been used between March
.and October, 1963 mainly by the South Eastern Railway.

The Committee were informed in evidence that earlier the
DGS&D had been asked to procure steel sleepers also, but when he
failed to supply the material, the Iron and Steel Controller advised
in April, 1957 that the Railway Board should themselves make
direct arrangements for importing the sleepers. On being asked
.as to why orders for the Loose Jaws were placed without the steel
.sleepers having been procured, it was stated that the intention was
that the Jaws should be available when the sleepers arrived so
that they could be used without loss of time. Subsequently how-
ever, when the Purchase Mission was not able to procure steel
sleepers, the Railway Board reconsidered the purchase of steel
sleepers and decided to go in for wcoden sleevers. As regards the
price paid for the Loose Jaws to the different firms, it was stated
that the price ranged between 46 to 56 Paise each depending upon
the sizes, quality etc. As for the utilisation of the surplus stock, the
‘Committee were informed that the jaws meant for the broad gauge
track wou!d be used by the end of the current year and those for
the meter gauge would be utilised after the Durgapur Steel Pro-
ject started manufacturing MG steel sleepers.

The Committee feel that with a little more planning the Minis-
try could have avoided this contingency of having locked up their
capital in the purchase of material which was lying unused for the
1ast 7 years. When the DGS&D fai'ed to procure the steel sleepers,
the unfavourable situation about their availability should have been
evident to the Ministry. They should, therefore, have restricted
their orders for the Loose Jaws if not altogether cancelled them.

North Eastern Railway—Non-utilisation of materials fabricated for
covering a transhipment platform—Para 21, page 14-15 .

38. An abstract Estimate amounting to Rs. 18,79,000 for the
execution of works required in connection w:th increasing the capa-
city at a transhipment point was sanctioned by the Railway Board
in March, 1955. Subsequently, an additional narrow platform for
transhipment of goods (not included in the Abstract Estimate) was
included in the urgency certificate sanctioned by the Railway
Board in March, 1958. A covering shed for this platform, was later
on included in the revised Abstract Estimate sanctioned by the
Railway Board in April, 1959.

The platform, without the covering shed, was constructed at a
cost cf Rs. 39,560. But materials for providing a shed over it had
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already been fabricated at a cost of about Rs. 62,500 by December,
1957 and tmnsported to the site of work at a cost of Rs. 986. In
March, 1962 the proposal for having a covering shed was finally
given up in view of low transhipment load at that station. Accor-
ding to the audit para no alternative use for the materials fabricated
for the covering shed had been found till December, 1963

It was explained in evidence that keeping in view the require-
ments of traffic it was proposed to increase the transhipment capa-
city of Manduadih station. Later on, by the end of 1958 the traffic
began to fall at the station and all the plans were revised in 1958-59.
On the opening of the Mokameh bridge in September, 1959 the
traffic further decreased at the station and it was considered un-
necessary at that stage to put up the covering on the platform. The
structures fabricated for the shed had since been utilised at 5 other
stations.

The Committee wanted to know as to why the Railway Board
had sanctioned the covering of the platform in April, 1959 in spite
of the fact that the trend in the reduction of traffic was kown to
them. The witness stated that the trend of traffic had to be observ-
ed over a period and it could not be judged in April, 1959 that the
platform would not be required. It was only after the opening of
the Mokameh bridge that the traffic fell considerably when it was
decided to abandon the proposal

While the Committee are glad to note that the material had
since been utilised and that there had been no loss on this account,
they cannot ignore the fact that material which was fabricated and
ready in 1957 could not be utilised till the end of December, 1963
for lack of administrative decision. They are also surprised to find
that even before the approval of the Railway Board was given the
material had been fabricated and transported to the site. The re-
presentative of the Ministry promised to enquire into the reasons
for the delay in the execution of the project. The Committee
would like to be informed of the results of the enquiry.

Western Railway—Infructuous expenditure on providing a weigh-
bridge—Para 22, page 15

39. A 55 ton capacity weighbridge programmed for installation
at Dwaraka station was received at that place ir 1956, On a
review of the prioritv requirements of weighbridges at various
stations, this weighbridge was ordered to be transferred to Kandla
on 22nd March, 1957, but was actually transferred to Wankaner direct
from Dwarka in August 1958 as a weighbridge from another place
had by that time been transferred to Kandla. It remained at Wank-
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aner uninstalled till 1st May, 1959 when a 60 ton capacity weigh--
bridge ordered for that station was received. The 55 ton weighbridge
was then returned to Dwaraka in June, 1959 and remained there un-
used till 10th May, 1961, when it was finally transferred to Jaipur.
In the meantime the necessity for a we ghbridge at Dwaraka was
reviewed with reference to the traffic on the line and the proposal to
instal a weighbridge was given up in Oc:tober, 1960.

Earthwork to the extent of Rs. 40.214 was done at Dwaraka
station between April and June, 1957 on certain works incidental
to the installation of the weighbridge. This expenditure as well as
the freight and handling charges on the movement of the weigh-
bridge from station to station had become infructuous.

The Committee were informed that during 1954 to 1957 clay
traffic at Dwaraka station was increasing which justified the instal-
lation of a weighbridge there. Subsequently it started dwindling
so much so that after 1960 there was no traffic whatsoever. The
main reason was that the cement factory which used to get its clay
from Okha Mandi started getting sand from elsewhere. The Com-
mittee desired to know the reasons for the non-installation of the
weighbridge at Wankaner. It was stated that there was some delay
in the engineering works in connection with the installation of the
weighbridge with the result that the original 60 ton weighbridge
ordered specifically for that s‘ation during 1956-57 was received
before the 55 ton weighbridge transferred from Dwaraka could be
installed at Wankaner. Hence, it was transferred back to Dwarka.
As regards the expenditure on earthwork at Dwaraka, it was ex-
plained in evidence that in order to deal with the traffic at the
station some engineering works were being undertaken at the time.
The Administration felt that it would be financially beneficial if
tenders for the earthwork for the weighbridge were called after
combining them with other engineering works. At that time it
was felt certain that a weighbridge would ultimately be installed
at Dwaraka. In reply to another question the witness added that no
harm had been done by the monsoon to the earthwork carried out.
On being pointed out that the General Manager had ordered that
the two works should be taken up separately as there was a tech-
nical objection to combine a work on urgency certificate with an-
other for which there was no such certificate, it was stated that
the General Manager had not objected to the earthwork for the
weighbridge being carried out and according to the judgment of the
local officers, it was better to undertake the work at that time than
to wait for the weighbridge to arrive. Had the traffic not dried up,
it was added, the weighbridge would have ultimately been instal-



39

led at Dwaraka and there would have been no infructuous ex-
pend.ture. In the opinion of the Committee, this case discloses
lack of proper planning and co-ordimation on the part of the Rei -
way Administration which resulted in costly equipment remaining
unutilised for more than 6 years and other avoidable expenditure.
In the first place, the Committee find no justification for the trans-
fer of the weighbridge from Dwaraka to Wankaner when as disclosed
during evidence a separate weighbridge had been ordered for that
station as early as 1956-57, and when even civil engineering works
had not been started. Further, the explanation for the infructuous
expenditure on the earthwork is also not quite convincing to the
Committee. Even granting that the work was combined with other
engineering works for purposes of obtaining cheaper rates, there
appeared to be no urgency for carrying out the actual work before
the monsoon, specially when the General Managre 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 which proved
infructuous should be further investigated and responsibility fixed
in the matter.

40. The Committee had also desired to be furnished with a state-
ment in respect of all the Railways showing the details of weigh-
bridges which had been purchased but not yet installed. A state-
ment submitted by the Minis‘ry of Railways is at Appendix X.
The Committee are surprised to find that weighbridges purchased as
far back as 1956 are still awaiting installation in the North Eastern
and Central Railways. On the Eastern Railway also four weigh-
bridges delivered between August 1959 and October, 1960 have not
been installed so far. The Committee consider this to be highly un-
satisfactory and desire that the Ministry of Railways should take
suitable steps to ensure that such abnormal delays in the utilisa-
tion of costly plant and machinery are avoided in future.

South Eastern Railway—Infructuous Expenditure or the construc-

tion of underground oil storage tanks at Kharagpur, para 23,
pages 15-16

41. After the completion of the construction of two cement con-
crete tanks for storing lubricating oil and axle oil ete., in the year
1956 at a cost of about Rs. 37.000 it was found that thev were not
altogether free from seepage of water. The Chemist and Metallur-
gist of the Railway, to whom the matter was referred after com-
pletion of more than 90% of the work, advised against storing such
oil in these tanks. Expert opinion of three leading oil companies
operating in India obtained at that stage was also against the
storage of such oil in cement concrete tanks.
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On being asked as to why technical advice was not obtained
before the construction of oil storage tanks, the representative of
the Ministry stated that the South Eastern Railway Administration
were guided by the example of another steel tank with concrete
lining which existed at Kharagpur Loco Shed and was being ustd for
storage purposes. Later on when they found that there was some
seepage in the tanks constructed by them they consulted the technical
authorities. In the initial stages they did not think it necessary
because they had seen another tank which had no difficulty. In reply
to another question it was stated that the specifizations used in the
construction of these tanks were different from the specifications of
the old tank. The witness added that after making certain additions
and alterations at a cost of Rs. 6,000, the tanks were now beng
used for storage of rubber fittings for vacuum brake equipments
etc. for which a shed costing approximately Rs. 88.000 would have
been needed. It was further claimed that the Railway had saved
about Rs. 45,000 in the long run.

The Committee regret to note that the construction of the
storage tanks costing Rs. 37,000 was taken up without proper in-
vestigation. They can hardly accept the plea that the adminis-
tration were guided by the example of another tank which had no
difficu'ty since they did not follow the specification of the old tank.
The Public Accounts Committee (1962-63) «ide para 38 of First
Report had come across similar cases which reveal the tendency on
the part of Railway Administration to start engineering works in-
volving heavy expendi‘ure without proper investigation. They trust
that the Ministry will take steps to ensure that such cases are avoided
in future, and that technical advice is obtained well in advance of
starting such works.

The Committee find it difficult to accept the claim of the Rail-
ways that by constructing, the underground oil serage tanks and
then converting them as sheds for storage of vacuum brake equip-
ments they were able to effect a saving of about Rs. 45,000. This

only indicates that the estimate of Rs. 88,000 for the shed was very
much inflated.

Northeast Frontier Railway—Loss due to damaged empty cement
bags, para 25, pages 16-17

42. During the period from 1958 to 1961, 6,17,594 bags of cement
were received by the Executive Engineer, Construction, Pandu for
utilisation on the various works under him. The terms of the agree-
ment entered into with the various contractors entrusted with the
execution of the works provided for return of the empty cement



41

bags by them in sound condition, failing which they were to be-
charged at 50 nP. per bag. According to Audit, the condition of
the serviceability of the empty cement bags was not carefully exa-
mined at the time of their return nor were suitable arrangements
made for their proper stacking. The faces of a large number of
bags returned by the contractors were later on found to be cut
with hatches, thereby destroying their serviceability. Of the empty"
cement bags which could not be disposed of by the Executive kn-
gineer, 21,014 bags were lost and no credit was afforded for 1,92,131
numbers. The loss on this account was calculated at Rs. 75,666.

It was explained during the course of evidence that cement bags
were hitherto being used by the Engineering Departments for their
own internal purposes, such as for protection works or putting
them under foundations. The cement bags mentioned in the audit
report were sound enough for that purpose. Later, however, with
effect from the 1st January, 1961 the cement companies started re-
using the cement bags and they laid down certain conditions for
accepting these bags. The cement companies employed a tes* of
soundness which was different from the test applied by the engi-
neering departments. Thus, the bags could not be sold to the
cement companies. The Committee wanted to know as to why tnhe
bags which were considered to be sound enough were not fully
utilised by the Engineering Department. It was explained that
the number of bags which were received during this period was
much higher than their normal requirements. Although the bags
were useful for the Engineering Works, they had to be disposed of
because they were in excess of requirements. On being asked whe-
ther the revised test for suitability of bags wwas communicated to
the Railway Administration the witness promised to furnish the
information. In a subsequent note* it has been stated that the
DGS & D in their circular dated 25th January, 1961 had informed
that all serviceable second-hand jute bags might be returned to the
agents of the cement companies on payment. This circular was duly
brought to the notice of all the Railway Administrations who in
their turn advised their district engineers etc. The Committee hope
that the engineers in-charge of works are now properly following
the revised specifications to ensure that cement bags are suitable
for be'ng returned to the cement companies. They would also
like to be informed of the circumstances under which 21,014 hags
were lost whether any enquiry had been conducted into the loss
and if so with what result.

 c—

*Not printed.
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Central Railway—Loss due to purchase of defective Steel tyres—
para 26, page 17

43. The Director General India Stores Department, London
entered into a contract with a French Firm in August, 1954 for the
supply of 216 steel tyres. The tyres were shipped in January, 1955
duly inspected by the Railway Inspectorate in England, and were
received in April, 1955. Under the terms of the contract, they

were covered by a warranty for 12 months after their arrival at
destination. )

A few of the tyres used for the firs{ time between February, 1956
and June, 1956 developed defects, and tests showed that they did
not conform to ordered specifications. The defects were reported
in July, 1956 to the Director General, India Stores Department,
London. The French firm in the first instance suggested to the
Indian Railways tq carry out drop tests under much more stringent
conditions than those provided in the contract specifications. Fol-
lowing the rejection of this suggestion, the firm invited the Railways
to send back the tyres to them at their cost for examination. The
suggestion was made in the firm’s letter dated 20th June, 1857 to
which no reply was sent until 18th August, 1960, when it was stated
that the tyres could not be returned due to difficulties in exporting
them from India and various formalities which had to be un-
dertaken. Subsequently, the firm advised their inability to do
anything more in the matter. Upto August, 1963 only 48 tyres
could be used without any complaint and the loss on the remaining
tyres was approximately Rs. 51,000.

In evidence before the Committee it was stated that on receipt
of the letter from the D.G.1.S.D, London on 18th June, 1957 that
the firm was willing to take back the tyres at their own expense,
the Railway advised the clearing agents to arrange for the neces-
sary export, after obtaining the drawback from the Customs au-
thorities. Under the rules if an article is exported within two years
of receipt seven-eighth of the customs duty is refundable. In
special cases the period can be extended to three years. In this
case since the normal period of two years had elapsed the clearing
agents suggested that the matter might be taken up at a higher
level for the relaxation of the time limit. On receipt of the sug-
gestion the Railway Administration started collecting material to
make out a suitable case to be placed before the Customs authori~
ties. This took some time. On the 22nd May, 1958 the clearing
agents were supplied with relevant particulars and were asked to
take up the matter with the Collector of Customs but by the
time the matter was referred to them even the period of three
-years had expired. The Collector of Customs having rejected the
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request the clearing agents approached the Central Board of Re-
venue who also did not agree. This decision was stated to have
been forwarded to the Railway by the clearing agents vide their
letter dated 16th October, 1958; but this communication was mis-
laid. Meanwhile the Railway Administration sent two reminders
in May and July, 1959. On the 22nd July, 1959 they were informed
that the decision of the Central Board of Revenue had already
been communicated to them in October. 1958,

The Committee enquired as to why it was left to the clearing
«agents to approach the customs authorities and the matter was not
taken up by the Railway Board direct. The witness explained that
the Railway Board was informed only in September, 1959. Prior
to this the Railway Administration was trying to settie this matter
through the clearing agents. It was, however, admitted that there
had been some delays in dealing with this matter at different stages.

In a note™ submitted to the Commitiee it has been further stated
that there had been delay on the part of the Railway. who could
reply to the clearing agent’s letter dated 29th July, 1957 only on
22nd May. 1958. There had only been internal correspondence
during this period between different branches of the Stores and
Mechanical Departments,  For this delay responsibility had been
fixed on two Assistant Controllers of Stores, two Super:atendents
and the dealing clerk. No disciplinary action could be taken
against the A.C.O.Ss. These officers had proceeded on leave pend-
ing retirement in November, 1959 and February, 1260, and finally
retired in May and October, 1960 respectively, Regarding the
Superintendents the increment of one was stopped for one vear and
the promotion of the other was stopped for six months. The dealing
clerk died on 28th September, 1959 and no action could bhe taken
~rainst him. The Committee deprecate the delays on the part of
the Railway Administration in handling this important question.
As regards the disciplinary action the Committee observe that
while the matter was brought to the notice of the Railway Poard
in August, 1959 the officers in question retired only in May and
October, 1960. The Committee desire that the circumstances vnder
which no action was taken to fix responsibility earlier against the
officers may be further looked into. The Committee would alse
like to know how many out of 216 steel tyres could be put to normal
use and how many had to be rejected due to defects, and what was
the loss suffered by the Railway.

*Not printed.
2156 (aii) LS—4,
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44. The Committee further enquired as to why the Railway did
not take immediate steps to export the material instead of allowing
so much time to elapse in negotiating for a refund of customs duty.
They were informed that a total amount of Rs. 10,720:50 had been
paid by way of custom duty on 216 tyres. The witness stated that
the matter was not considered in this light by the Railway Admi-
nistration. It was only in 1960 that the Railway Board decided that
regardless of the custom duty the material should be exported but
at this stage the firm had refused to bear the freight charges. The
Committee regret to observe the lack of prudence on the part of
Railway Administration in ignoring the more important aspect of
the case namely to return the defective tyres to the firm. They
made attempts (which became futile because of the delay) to re-
cover the customs duty paid to Government. It is surprising that
in such an important matter the Railway Administration did not
consider it appropriate even to apprise the Railway Board and seek
their assistance.

45. The Comptroller and Auditor General enquired whether the
extant procedure for inspection of Store was not defective in that
the Depot merely followed the first-in-first-out rule and took no
steps to inspect the material within the warranty period. The
Financial Commissioner stated that it was practically difficult to
put into use and test the items within the short time. He added
that experience had shown that no supplier of repute would refuse
to replace the defective material simply on the plea that the war-
ranty period had expired. He, however, promised to examine the
suggestion made by the Comptroller and Auditor General. The
Committee feel that at least a sample check at least in the war-
ranty period if not immediately on receipt of material should be
possible to ensure that the goods are according to specifications.

Central Railway—Loss due to incorrect indenting of an imported
item—para 27, pages 17-18

46. Based on the Controller of Stores, Central Railways indents,
the India Stores Department, London, placed an order in Septem-
ber, 1956 on a firm in UK. for the supply of 370 numbers of Buffers
at £28-5-0 each to be delivered in January, 1958. The Depot
-Officer, Matunga reported in July, 1957 that only 20 numbers of
the item were required. The mistake in indenting was due to the
depot staff having taken incorrectly, the combined consumption of
this item and that of another item (which was a component of a
different assembly). This mistake was attributed to their “lack of
techmcal knowledge”. The firm which was requested in July, 1957
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to reduce the contracted quantity, agreed to do so, provided they
were paid an enhanced price for the 20 numbers required, and also
cancellation charges of £ 3,055-10-0. After further correspondence
with the firm and the India Stores Department, London, the Ad-
ministration decided,

(i) ‘to pay an enhanced price of £43-5-6 each for the 20
numbers required by them;

(ii) to take over certain in semi-finished items and converi
them into another component required by the Railway;
and

(iii) to pay cancellation charges in respect of certain other

items not required by the Railway and getting credit
for scrap value in respect of them.

The contiract was amended accordingly.

On this transaction, the Railway Administration suffered a total
loss of £1964 (approximately Rs. 26,192). Besides, foreign ex-
change to the extent of £1.539 (Rs. 20,530) was spent on semi-finish-
ed material, which could normally be manufactured or procured
indegenously.

In evidence, the representative of the Railway Board explained
that the clerk who prepared the indent from the ledger card mis-
understood the remarks contained against two items in that he con-
sidered them to be identical and their requirements were added
together with the result that instead of 2 items 370 numbers were
ordered. Further the Senior Officers who were responsible to
check the indent also failed to detect the mistake. The ledger
Supervisor concerned had been penalised by stoppage of increment.

As regards the loss suffered by the Depot on this account. the
Committee were informed that normally in an order for smmall
numbers the price was likely to be higher. As mentioned in the
Audit Report the total loss came to £1,964. The Railway had since
been able by spending some money, to convert for their own use,
350 buffer shanks that were received in semi-finished condition and
thus been able to offset the loss by £1,053.

The Committee trust that the Railway Board would impress on
the Railway Administrations the need to exercise better care and
checks in the indenting of stores specially those involving expendi-
ture on foreign exchange.
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North Eastern Railway-—Retrospective promotion of skilled arti-
sans—para 28, page 18 ‘

47. The Railway Board issued orders in 1950 and 1951 upgrading
some posts in the Railway Workshops in the skilled categories,
making it clear that a special trade test should be conducted before
the promotions are actually considered.

It was clarified by the Board in November, 1953 that the pay-
ment of arrears should be made with effect from 22nd May, 1950
to all staff who are found suitable for the posts after requisite trade
test.

In the North Eastern Railway the trade tests were started only
in 1955, and on the basis of these tests conducted even upto 1961,
retrospective promotions {from 22nd Mayv, 195) were made. Thus iu-
volved the payment of arrears amounting to zbout Rs, 85.000.

The Member. Staff. Railway Board explained in evidence that
the intention was that the tests should be held within a reasonable
time. He admitied that there was undue delav in holding the tests
in this Railway. but pavments had to be made to the staff in accor-
dance with the undertaking given to the Lahour Federations. A
large number of people were tested and onlv those who passed in
the first attempt were given promotions with retrospective effect. He
added that there was no finaneial loss involved in this case. On
being usked as to why the Railwav Board did not prescribe a time
limit for the holding of the tests the witness stated that it was
left to the Railway Administrations. Having issucd a policy order
the Railway Board had expected that the Railwavs would comply
with it. The Committee regret to observe the abnormal delay on
the part of the Railway Administration in conducting the trade
tests, It is also surprising that the Railway Board having issued a
policy order did not watch its implementation within a rcasonabhle
time. The Committee feel that the Railway Board should have
prescribed a time limit for the implementation of their instructions.
This would have avoided the anomalous situation of retrospective
promotions being effected after a lapse of ten yvears and more,

Eastern Railway—Loss of revenue due to mnon-revision of rent in
respect of Railway land leased to outsiders—para 29, page 19

48. The Railway Board decided in October, 1952 that in respect
of Railway land leased to private parties, the rent to be recovered
should be subject to a minimum of 6 per cent of the market value
of ‘he land as assessed by local Revenue Authorities at the time
of leasing out. The Board also desired that the market value of
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land should be reviewed every 5 years and the rent revised, if neces-

sary, provision for such revision being incorporated in the rele-
vant agreement.

In respect of 161 out of 1,146 plots of Railway land in a division,
no revision of rent was carried out since 1952. The loss of revenue
due to non-revision of rent was pointed out by Audit in Septem-
ber, 1962 and the Administration revised the rents with effect from
1st April, 1963 in the majority of cases. In 30 cases, however, the
revision was still under negotiation and involved enhancement of
rent to the extent of Rs. 30,000 per annum (approximately).

According to Audit on the basis of the dates, when the Revenue
Authorities advised the land values to the Administration, the non-
revision of the rents, had resulted in a loss of revenue to the extent
of Rs. 103 lakhs (approximately) upto March, 1963. The Admi-
nistration had contended that the loss should be calculated only
from the due date of renewal of the agreements, and that the loss
on this basis would only be Rs. 71,800 (approximately).

It was admitted during evidence that there had been some
delay in the revision of rents for 161 plots. The matter had been
investigated and responsibility fixed on an Assistant Operating
Superintendent and the dealing assistant. While the former re-
tired from service before the audit objection was received. the
latter had been penalised with stoppage of increment for 6 months.
As regards the mssessment of loss on this account it was urged
that 110 plots were vacated as the lessees were not willing to pay
the enhanced rent. After excluding their cases the loss would
amount to about Rs. 17.000 as against Rs. 71.800 mentioned in the
audit para.

This is another case in which the orders of the Railway Beard
were not implemented promptly by the Railway Administration re-
sulting in loss of revenue. Since the rents are required to be review-
ed every 5 vears, the Committee suggest that a suitable machinery
should be evolved., if one does not exist. to ensure that cases are taken
up for review well in advance and the losses such as mentioned in
this para are avoided.

South Eastern Railway—Loss on account of delay in relinquishing
plots taken on lease from Calcutta Port Authorities—para
30, pages 19-20

49. Land measuring about 416 cottahs was taken on lease bhy
the ex-B.N. Railway Company from the Commissioners for the
Port of Calcutta and a portion measuring about 268 cottahs was
leased out by the Railway to merchants for stacking coal. subiect
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to the condition that the traffic should be brought by them via
Kharagpur on the ex-B.N. Railway instead of via Howrah on the
ex-El. Railway. The remaining 148 cottahs of land was utilised
by the Railway for sidings and roadways to serve the plots. This
was done with a view to augmenting the earnings of the ex-B.N.
Railway Company by diverting traffic otherwise accruing to the
ex-E.I. Railway. As against this increase in traffic earnings, the
extra expenditure on account of the difference between the rent
charged by the Port Authorities and the rent charged from the
plot-holders ranged between Rs. 17,000 to Rs, 41.000 per annum.

The ex-B.N. Railway Company was taken over by the Govern-
ment in 1946 and the question of competition with the ex-E.I. Rail-
way ceased to exist. But the Railways continued the facilities tc
the plot-holders in question on the ground that eviction of all plot~
holders to make over vacant possession of land to the Port Com-
missioners and the realisation of arrear occupation fees upto the
date of eviction, would have involved institution of legal proceed-
ings against all plot-holders. Eventually, negotiations for relin-
quishing the land taken on lease, were started with the Port Com-
missioners in 1961, and it became possible by March, 1963 to re-
linquish most of the land, excluding a few plots, without handing
over vacant possession.

The Committee were informed that the Chief Traffic Manager had
recommended on 22nd November, 1948, that the plots should be re-
linquished to the Port Commissioner. Unfortunately, the records
were mislaid in the General Manager’s office and he entered into
further correspondence with the Port authorities calling for copies
of agreements etc. Meanwhile, in J uly, 1951 the Chief Traffic
Manager, on the basis of certain calculations and assumptions, which
later proved to be wrong, recommended that the plots might be re-
tained as some net earnings would accrue to the Railways. The
plots thus continued to be retained by the Railways. In the mean-
time the merger of the B.N. Railway with the Eastern Railway and
the subsequent regrouping took place. Finally in 1958 the matter
was examined afresh and the Port authorities were addressed in 1961
for the return of the plots. At first the Port Commissioner desired
that vacant possession might be afforded but later he agreed to take
back the plots as they were. The Committee desired to be furnished
with a statement showing the total amount paid by way of rent
the Port aeuthorities, rents realised from the lessees etc. They also
desired to be informed as to how a mistake in calculating was made
by the Chief Traffic Manager when he recommended in 1951 that the
plots might be retained. The Ministry of Railways have since fur-
nished a note which is at Appe~idix XI. It has been stated in the
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note that the Chief Traffic Manager had assumed that if the plots
-were returned to the Port Commissioners, the traffic booked to and
from the plots would be treated as “via Shalimar traffic” and in that
case one-end terminal charges and the additional charge of 4 Pies per
maund, which was being recovered at the time, would have to be
<credited to the Port Commissioners’ Railway. This essumption was,
however, incorrect. Even if the plots had been relinquished by
the ex-B.N. Railway and the Coal Depot continued to function on
‘the plots directly under the Port authorities, the Railway would
still have continued to retain these charges.

The Committee feel concerned to note the haphazard 'manner in
which this question was examined at different stages in the Railway
Administration. They could not get satisfactory explanation for the
inordinately long time taken by the Railway after the recommenda-
tion for relinquishment of the plots was made first in 1948 and sub-
sequently in 1958. Equally surprising is the fact that the ill-conceiv-
-ed contention of the Traffic Manager, waen he suggested that the re-
tention of the plots would bring net revenue to the Railway, was not
properly examined by the senior authorities. The Committee may be
informed of the progress made in the realisation of outstanding
amounts from the 5 lessees.

Arrears in the recovery of rent for land leased for growing food
crops—para 31, pages 20-21

50. In paragraph 30 of the Railway Audit Report, 1959, a mention
was made of the arrears in the recovery of rent for surplus railway
land handed over to the State Governments for being leased out to
«cultivators. The Railway Board assured the Public Accounts Com-
mittee that vigorous efforts would be made to obtain the particulars
of the dues recoverable., maintain the land records and see that
.dues were realised with as little delay as possible. In February,
1961 instructions were also issued to the Railway Administrations
for the proper maintenance of land records and to call for regular
returns from the State Governments showing full particulars of
land leased out to cultivators, amounts recovered from time to time
and the Railway's share together with details of credit afforded
to the Railway.

A review of the progress of recovery of the arrear rent nad
shown that the outstandings at the end of 31lst March, 1963 (re-
maining unrealised on 30th June, 1963) had increased to Rs. 4-47
lakhs, and included Rs. 3:05 lakhs of the arrears relating to the
period upto 31st March, 1961.

The maintenance of the land records continued to be unsatis-
factory on the Central, Eastern, Northern, North Eastern, Southern
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and South-Eastern Railways, with the result that the rent due was
not readily ascertainable.

The Chairman, Railway Board explained that the Railways had
given land in bulk to the State Governments who in turn had
given it to the cultivators. While the records maintained by the
Railways showed the details about their lands further information
as to whom it had been given for cultivation, the position regard-
ing realisation of rents etc. was not available in all cases. The
witness added that realisation of rent was the responsibility of the
State Governments. The Railways had appointed Land Control
Officers to deal with these matters and they were constantly keep-
ing touch with the State Governments. However, the response
from the State Governments had not been very satisfactory and
that was the reason for the accumulation of arreas and the unsatis-
factory position of records. He added that there had been some
improvement in the position since the matter was last examined
by the Public Accounts Committee. The Railway Board were now
considering a proposal whether a fixed lumpsum amount could not

be recovered annually from the State Governments on the basis of
past recoveries.

The Public Accounts Committee (1959-60) in para 52 of their 21st
Report had deplored the tardy manner in which the Railway Admi-
nistrations had been maintaining the land records and keeping waich
over realisation of rents. They had then expressed the hope that the
Railway Board would pursue the matter vigorously and arrive at a
settlement at an early date. The Committee feel concerned to note
that in spite of the assurance given by the Railway Board and the
instructions issued by them to the Railway Administrations no mate-
rial imnrovement had been made in the position. They would like
to be informed of the proposal to recover lumpsum amounts from the
State Governments, which was stated to be under examination of the
Railway Board.

Encroachments on Railway land—para 32, page 21

51. In December, 1962 the position in regard to the increasing
encroachments on Railway land was brought to the notice of the
Railway Board, who stated that the Railways were being constantly
urged to take all possible steps to stop encroachments and to evict
the trespassers and that the rent for the period of wunauthorised
occupation of the land would be recovered as damages under the
Public Premises (Eviction of Unauthorised Occupants) Act, 1958.
The efforts of the Railway Administrations to clear and prevent en-
croachments, however, appeared to be inadequate as the number of
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cases of encroachments increased from 32,550 on 30th September,
1961 to 36,610 on 31st March, 1963. On the Central, Eastern, Northern,
Southern, South Eastern and Western Railways, the area involved
was about 1,078 and 1,101 acres respectively during the correspond-
ing period. The North Eastern and Northeast Frontier Railways
had encroachments on 948 acres of land on 31st March, 1963 against
985 acres on 31st March, 1962. The Railway Board had explained
to Audit that there had been no extensive fresh encroachments and
that the increase was due to more careful verification of Railway
boundaries and reporting of encroachments already existing and
that on the Eastern, North-east Frontier and South Eastern Railways
the encroachments had been caused by the influx of displaced per-
sons who were in unauthorised occupation of Railway lands,

The Chairman, Railway Board informed the Committee that
action was being taken under the Public Premises (Eviction) Act.
The Railways have been able to eject some 10,000 unauthorised
occupants but fresh encroachments by displaced persons specially
in the border areas had subsequently taken place. He added that
there were practical difficulties in dealing with the displaced per-
sons so much so that they had not been able to clear the Sealdah
station for the last 12 years. On being asked as to the machinery
employed by the Railways to keep watch over their lands, the
witness stated that Railway land was demarcated by boundary
pillars and the Inspectors of Works and P.W.Is were supposed to
see that there were no encroachments on the Railway land.
certain cases, however. even the boundary pillars
overnight, which made their task difficult. Further. in a large num-
ber of cases the encroacrhments were bv the Railwev staff in the
shape of putting a verandah or a garden on the Railway land. The
Committee would like to be informed of the progress made in the
clearance of cncreachments by the different Railway Administra-
tions. They may also be apprised of the steps taken by the Admi-
nistration to check further encroachments. It was stated that the
Inspectors of Works and the P.W.Is. were supposed to check the en-
croachments on Railway lands. 1In the op'nion of the Committee,
unless the staff who fail to keep proper watch are suitably dealt
with, the situation would hardly be controlled,

In
were removed

Southern Railway—Nomn-occupation of barracks built

for Ratlway
Protection Force—para 33, page 22

52. In pursuance of the Railway Board’s directive in June, 1936,
the construction of barracks at an estimated cost of Rs. 13.73.145 to
accommodate Railwav Protection Force staff at various stations in
the Southern Railway was proposed in 1956-57 and 20 of them were
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actually completed at 10 stations at a cost of Rs. 7°28 lakhs (approxi-
mately) by May, 1961. As the barrack type accommodation was not
popular among the Rakshaks, only one of the completed barracks
was occupied by the Railway Protection Force immediately after
.construction. A few of the barracks were, however, utilised subse-
quently for certain miscellaneous purposes. As a consequence of the
non-occupation of the completed barracks, the work on three partly
finished barracks at three other stations, was stopped from May, 1961
and the accounts of the contractors were settled finally. The total
.expenditure incurred on these three barracks was Rs. 25,481.

The non-utilisation of the bulk of the completed barracks and
the stoppage of work on partlyl completed barracks had resulted in
locking up of funds, the interest on which worked out to about

Rs. 49.700 (approx.) upto August, 1963.

The Chairman, Railway Board explained that at that time it was
considered desirable that about 50% of the Protection Force should
be housed in barracks like the Police staff. Later on, these em-
ployees, who were mainly from the old Watch and Ward, did not
like to reside in these barracks. He added that all the barracks had
since been completed and were being fully utilised. At the instance
-of the Committee the Ministry of Railways have furnished a state-
ment showing particulars of allotment of barracks to the R.P.F. staft
and others on the Southern Railway which is at Appendix XII. In
the opinion of the Committee the construction of the barracks was
-sanctioned without proper planning. Had the real requirements of
the Protection Force been properly ascertained before starting the
construction, the avoidable expenditure would not have been incur-
red. Further, from the statement furnished by the Ministry the
Committee find that in several cases (at Perambur, Arkonam, Banga-
lore, Vijavawada and Tiruchirapalli) the barracks remained un-
occupied for periods ranging from 1 to 4 years. The circumstances
under which the buildings remained unutilised for more than one
year may be enquired into.

North Eastern Railway—Non-utilisation of newly constructed ser-
vice buildings—para 34, pages 23-23.

53. Some service buildings constructed at a total cost of about
Rs. 91.800 have been lying unused for long periods on this Railway.

Cost Rs.

1. () Booking Office—Mau  Junction . 17,000 Completed in Nov,,
1956.

1) Parcel Office Godown Parking 29,700 Completed in Feb.,
area—Mau Junction 1957.
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(i) Additions and alterations  to 8,700 Work stopped in Feb.
new parcel office building and 1959.
providing waiting hall.

II. Goods shed at Chilh Station : 14,899 Completed in Sep-
tember, 19%6.
II1. Transhipment platform at Samasti- 21,500
pur Junction for the B. G. line.

In the first case, the difficulty arose after construction of the
buildings due to objections raised by the citizens of the place, about
the location and facilities of access to the buildings. In the second
case, a long approach road was necessary to give independent access’
to the goods shed. But after construction of the shed, the expendi-
ture on this was not considered justified with reference to the traffic
offering of the line. The goods shed was reported to have been
brought into use from 22nd July, 1963 using only the existing kutcha
road.

The Chairman, Railway Board informed the Committee that an
overhead bridge was being constructed and the buildings at Mau
Junction would then be utilised. On being asked to why the build-
ings were constructed on the other side of the city, the witness
stated that the Railway had no land of their own towards the city
area. Construction of the buildings on that side would have meant
acquisition of land. At the instance of the Committee the Ministry
of Railways have submitted a note according to which the foot-over-
bridge at Mau Jun-tion had since been completed. With regard to
the additions and alterations to the new Parcel Office building, it
has been explained in the note that the work was suspended due to
certain objections raised by the citizens of Mau. As regards the other
2 buildings it was stated that they were being utilised as and when
required. This is another case where construction work was takem
up without considering all the pros and cons. The Committee re-
commend that instructions may be issued to the Railway Administra-
tions that proposals for construction work involving huge amounts
should be properly scrutinised by the competent authority to avoid
such losses as mentioned in this and the earlier para,

Eastern and South Eastern Railways—Delay in the recovery of
demurrage charges—para 35, page 23

54. Rules require that all charges, including demurrage and
wharfage charges on consignments should be recovered from the
parties before the goods are handed over to them. In the case of
Collieries the demurrage also accrues for failure on the part of the
colliery to load the wagons within the admissible free time. On the
Eastern and South Eastern Railways, the realisation of arrear of
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demurrage charges due from some big firms (both in the public and
private sectors) had not been satisfactory in as much as charges
aggregating Rs. 161'42 lakhs relating to the period from 1956 to
1963 were outstanding on 30th June, 1963. Subsequently, the Rail-
way Board have intimated to Audit that the outstandings had been
reduced to Rs. 12308 lakhs (as in October, 1963).

In evidence the Committee were informed that the outstanding
amount had since been further reduced from Rs. 161-42 lakhs to
Rs. 5:27 lakhs. It was urged that in the case of big projects the
ordinary rules could not be applied nor was it possible for the Rail-
ways to take any drastic steps such as stoppage of wagons etc., as
it would not be in the national interest.

It was pointed out that out of the total amount cleared Rs. 93
lakhs was cleared by the Railways by way of recovery and the
balance of Rs. 62 lakhs had either been waived or adjusted by revision
of bills. The Financial Commissioner explained that the Eastern and
South Eastern Railways were following different rules regarding
assessment of detention period and it was a complicated process. It
was urged by the project authorities that the wagons should be made
available to them keeping in view their capacity to handle them.
Besides it was also suggested that instead of taking into account ‘he
detention of individual wagons the total number of wagons at a
particular time should be considered. At the instance of the Com-
mittee the Ministry of Railways have furnished a detailed* break-up
indicating names of the parties in whose favour the amount of
Rs. 48-45 lakhs had been waived.

While the Committee appreciate the progress made in the clear-
ance of outstanding amount. they cannot overlook the fact that rules
regarding collection of demurrage and wharfage charges were not
rigidly followed by the Railway Administrations. In their opinion,
the Railways heing a commercia! organisation should be more prompt
and business-like in recovering these charges. The Committee would
like to be informed of the further progress made in the recovery of
eutstanding amounts,

South Eastern Railway—Outstandings in the recovery of forfeited
wagon registration fee—Para 36, pages 23-24

55. A registration fee per wagon is payable by the consignor of
goods for allotment of wagons, which is liable to forfeiture under
certain circumstances. Parties having regular transactions are per-
mitted at the discretion of the Railway to pay a lumpsum deposit in
lieu of payment for each indent for wagon. In cases where such

*Not printed.
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lumpsum deposits are made, the Station Masters are required to
furnish monthly firmwise statement of forfeiture to the District .
Divisional Officers for raising debits against the firms concerned and
advise the Accounts Office of the amount involved for adjustment
against the lumpsum deposits.

Contrary to the provision of these rules, six private parties out
of 237 consignors enjoying the privilege, had no lumpsum deposits
and in seventeen cases the accumulated dues against the firms hav-
ing deposit, were far in excess of the amount of their deposits. In
respect of these twentyvthree parties, the overail outstanding dues
to end of March, 1963 had been assessed at Rs. 9-47 lakhs by the
Railway Administration against their total deposit of Rs. 51,431 only.

The position of the outstanding dues as well as the amount of
deposit as available in the regisiers maintained in the Accounts
Office, in several cases, varied from those collected by the Chief
Commercial Superintendent, due mainly to irregular receipt of
monthly forfeiture statements in the Accounts Department. Besides,
the cutstanding dues had not appeared in the Traffic Accounts, and
therefore the exact position of the dues, at anv time, was not ascer-
tainable from any account records. A committee had been formed by
the Administration to examine the outstandings and the methods for
its control through account records.

The Member (Transportation). Railway Board, explained in
evidence before “he Commitice that out of 6 firms who were enjoy-
ing the concession in one case it had been found out that the Chief
Traffic Manager «f the ex-B.N. Railwav had exemptsd the frm in
the vear 1952 from making payvments for registration {ee. The
precise reasons for the grant of this concession were, however not
known. In the case of the other 5 firms no documentary evidence
was available but it appeared that they were enjoying the facility
for a long time. As regards the outstanding dues assessed t» be
Rs. 9-47 lakhs, the Committee were informed that as on 30th June,
1964 the position was as follows:

Rs.
Amount recovered and ad)u&tLd : ‘ . - < 2,69,615
Amount being waived - . . . . - 2.96,000
Amount outstanding - ‘ . : : : T 3,79,835

The waiver was in the case of Hindustan Steel Limited.

In reply to another question the Committee were informed that
the Enquiry Committee which had been set up by the Railway
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Administration had recommended that in respect of wagons received
in large numbers where they were more than adequate for the out-
ward traffic, there should be no registration fee asked for. The Rail-
way Board had accordingly issued orders that in view of the easy
transport position Railways should not charge registration fee. The
Committee regret to note the lapses on the part of the station staff
and the Accounts organisation which resulted in the accumulation
of arrears and the unstatisfactory position of accounts. Such lapses
on the part of a commercial organisation are unfortunate. The Com-
mittee suggest that the reasons for these lapses should be further
investigated and responsibility fixed in the matter.

Central Railway—Loss of revenue in licensing of ice-cream vending
—para 37, pages 24—25

56. Departmental catering was introduced at the Bombay V.T.
Railway Station (Central Railway) from October, 1956, on a direc-
tive from the Railway Board according to which sale of all articles
except fruits at the station should be by the departmental organisa-
tion. The departmental manufacture of ice-cream was tried but the
quality was not up to the standard and did not meet the require-
ments of the public. In July, 1960 the ice-cream vending at the
station was let out for a period of 1 year to a private firm at an
annual licence fee of Rs. 1,440 and a rent of Rs. 492 per annum for
the premises. This contract was finalised on the basis of an applica-
tion received from this particular firm and not on the basis of any
tenders or advertisement. The licence was, subsequently, extended
for a further period of 2 vears from 1st July, 1961 at an enhanced
licence fee of Rs. 3,000 per annum without any change in the rental
charges.

At the Bombay Central and Churchgate stations (Western Rail-
way), however, the practice was to purchase ice-cream in bulk irom
a reputed manufacturer at a trade discount of 30 per cent and sell
it departmentally through commission vendors. This yiglded a net
revenue of Rs. 30,000 per annum. The same manufacturer had
offered in May, 1957 to supply ice-cream on the same conditions to
the Central Railway also.

The Central Railway Administration switched over to bulk pur-
chases of ice-cream from the trade and departmental vending from
1st July, 1963 at the Bombay V.T. Station. Under this arrangement,
a trade discount of 35 percent subject to a guaranteed minimum pay-
ment of Rs. 55,000 per annum to the Administration had been agreed
to by the bulk suppliers, which secured a net revenue of about
Rs. 40,000 per annum to the Administration.

The Committee desired to know as to how in spite of a directive
from the Railway Board that all catering except fruita should be
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done departmentally at all stations the contract for the ice-cream
was given to a private party. They were informed that the manu-
facture of ice-cream was tried departmentally first with machinery
taken over from ex-contractors and later with new machinery pur-
chased for the purpose, but the quality of the ice-cream manufactur-
ed departmentally was very poor and there were no sales. In 1957
when a private Ice-cream Company made their first offer, the Chief
Commerical Superintendent decided that they should continue with
departmental manufacture of ice-cream. Later on in 1960 when the
offer of the party in quéstion was received, the C.C.S. though aware
of the offer made in 1957 by the other firm, thought that it might be
tried as an experimental measure for one year. Later, on the expiry
of one year period the General Manager was of the opinion that
since the contractor had successfully discharged the terms and obli-
gations of the contract and the public were satisfied, the contract
should be continued for 2 more years at an enhanced licence fee.
The witness admitted that the financial return on the basis of the
bulk purchases to be made from pure Ice-cream Limited was definite-
ly better but the then C.C.S. and the General Manager were guided
not so much by the financial return to the Railway as by the service
to the public. In Railway catering, it was further urged. the general
policy had been to lay more stress on the satisfaction of the public
rather than on the financial return. While the Committee appre-
ciate the views expressed by the representative of the Railway Board
that satisfaction of the public should be the main criterion for cater-
ing on Railways both departmental and through contractors, they
nevertheless feel that the financial aspect also cannot be over-looked
altogether. The Committee are not at all impressed by the naive
argument that public satisfaction was of more importance because
in the same city in another sister Railway ice-cream wag sold under
different arrangement which was not only giving full sati:faction te
public but also handsome profit to the Railway.

57. The Committee were further informed that in May. 1962 even
before one year of expiry of the further extension period the Chief
Commercial Superintendent had himself recorded that the contract
should not be extended further and the Railway should go in for
the same system as at Churchgate station. It was further added
that when this contract was given and also extended for 2 years, the
Administration was not sure about the suitability of the other
arrangement followed by the Western Railway. The C.C.S. thought
that on the basis of the then existing sales the Railway was not going
to gain much or lose anything by switching over or continuing the
existing arrangements. Later on. when he realised that the sales
were quite high the C.C.S. ordered that the arrangement followed
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by the Western Railway might be adopted. The Committee pointed
-out that it was quite possible that even at the time when the con-
tract was extended, the Railway Administration was aware that the
sales of ice-cream had gone up and enquired whether the explana-
tion of the concerned officers was called for on receipt of the Audit
para. It was admitted that there was such a possibility but their
explanation could not be called as the two officers had retired 2
years before. The Committee consider it unfortunate that the precise
reasons for not following the bhetter method were not ascertained
before the officers retired from service. The explanation that the
C.C.S. had subsequently issued orders for the adoption of the better
method can hardly be accepfed since having extended the contract
for 2 years the Administration had placed itself in the helpless posi-
tion and the decision taken in May, 1962 could not be implemented
for more than one year i.e., upto 30-6-1963.

58. In reply to another question the Committee were informed
that the ma‘ter had < ame to the notice of the Administration even
before it was pointed cut by Audit. The Railway Board had receiv-
ed sume complaints regarding the awarding of the contract in ques-
tion but they were satisfied because a reasonable explanation was
given by the Railway Administration. Two unsuccessful firms had
represented their claims. In the case of one firm, it was found that
it had already more than the maximum units prescribed by the
Railway Board. So it could not be given any more contracts. The
other man was not considered suitable for the award of this contract.
It was added *hot in caterin: matiors the Generul Manager was
competent to give the contract and the Railway Board did not inter-
vene in such matters unless @ matter of policy was involved or some
representations were received. The General Manager, being the
local man. could judge the suitability or otherwise of the contractors
particular’v when thore was no question of tender. In this case the
contract was awarded to the firm because it had previous experience
of the trade. At the instance of the Committee the Ministry of Rail-
wavs have furnished a further note* indicating the basis on wh'ch
the particular firm was selected for ice-cream vending in preference
to others. It has been stated in the note that the firm in question
were selling quality brand of ice-cream at some suburban stations
such as Byculla. Dadar and Kurla and they had applied for heing
permitted to sell the same brand of ice-cream at Bombav V.T. The
other firm did not possess any experience of running any catering
establishment or dealing with supply of edibles including ice-creams.
The Committee do not appreve the me*hod adopted by the Railway
Administration in awarding the contract to the firm without calling

— i S — PR

*Not printed. )



59

tenders or even negotiating with the firm who had applied to them
for similar licence earlier. They are surprised that even after the
complaints were received the Railway Board did not enquire into
the circumstances why tenders were not called before awarding the
contract to the firm in question. The Committee take a very serious

views of this irregularity and hope that such irregularities will be
avoided in future.

Northeast Frontier and North Eastern Railways—Loss of earnings
due to delay in reviewing and revising of licence fees for cater-

ing and vending contracts and non-recovery of rent—para 38,
pages 25-26

59. In 1957, the Railway Board desired that ‘licence fee, rent and
other charges levied for Catering and Vending Contracts’ should be
reviewed and fixed in accordance with the directions communicated.
Accordingly, the rates of the licence fees were to be reviewed and
enhanced, and the rent was to be recovered for the first time. Upto
31st March, 1962, the rates of licence fees were not reviewed or en-
hanced, nor was the recovery of rent started on these two Railways.

The ex-Assam Railway became part of North Eastern Railway
from 15th August, 1952 which was again bifurcated with effect from
15th January, 1958 into North Eastern and Northeast Frontier Rail-
ways. During this period, that is, upto 15th January, 1958, the old
rates of licence fees, fixed in 1951, continued to apply.

After the bifurcation from 15th January. 1958 the Northeast
Frontier Railway authorities also did not take urgent and sustained
action regarding recovery of rent and the enhancement of rates of
the licence fees. On being pointed out by Audit in September, 1960
the Administration took up the question in January, 1961 and finalis-
ed the principles regarding levy of the revised and enhanced rates
of the licence fees in June, 1962. The enhanced fees which were 3
to 4 times of the rates fixed in 1951 were to be realised with effect
from 1st April, 1962. The rent recoverable from the contractors had
not been fixed though thev had been warned regarding the levy of
rent with effect from 1st April, 1962.

According to Audit, the loss during the period 1958 to 1962 after
formation of Northeast Frontier Railway, on account of delay in
revising the licence fees alone. would - amount to over Rs. 5 lakhs
approximately.

On the North Eastern Railway also, there was similar delay upto
Ist April, 1963 in revising the licence fees and the fixation of rent
was still to be finalised.

2156 Aii) LS—5.
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It was explained during evidence that licence fees had to be
determined on various considerations, for example, quantum of sales
and profit, size and importance of the stations etc. It was necessary
for the Railways to determine what was the quantum of sales and
profit as no contractor would say that he was making a profit.
Moreover, classification of stations had to be done on the basis of
passenger traffic. In reply to a question the representative of the
Railway Board admitted that about 18 to 24 months should have
been quite sufficient to get all the information from all the contrac-
tors and traffic figures and it should have been possible to fix the
rates by 1st August, 1959. But because of the extenuating circums-
tances, namely, the bifurcation of the Railways, this could not be
done. It took almost a year and a half before the N.F. Railways
started functioning normally. All the common files had to be built
up and a lot of staff had to be recruited for the purpose. The witness
further added that another important factor that had to be borne in
mind was that the services should not be allowed to be affected as
the catering services on the N.F. and N.E. Railways were rather of
a poor quality. The licence fees were to be fixed in such a manner
that it would not result in any increase in the price of eatables or
other commodities that were being sold. Further, some contractors
were leaving their business because of 'the revision of the rates. As
a matter of fact when the licence fee was refixed the number of
contractors on the Railway came down from 1250 to 1185.

As regards the estimated loss of over Rs. 5 lakhs on account of
delay in revising the licence fees alone. it was stated that if the
fixation had been done in 1958 on the basis of earlier passenger
traffic, the fee would not have been as high as it was ultimately
fixed in 1962. According to the N.F. Railway calculations a total sum
of Rs. 70,000 per year would have been collected had the rates been
fixed in 1958 whereas on the basis of the rates fixed the collection
made in 1963 was Rs. 1'68 lakhs. It had, therefore, been claimed
that instead of the Railway losing anything as a result of non-fixation
of licence fees in 1958, they had gained an amount of Rs. 80,000.
The representative of the Railway Board, however, admitted that it
was a hypothetical statement and that it was difficult to say how
much would have been the loss or gain. It was, however, certain that
the 1958 fees would have been much lower than what they were in
1962. The Committee can hardly appreciate the inarticulate argu-
ment advanced by the Railway Administration to cover the obvious
lapse on their part. As alrcady admitted by the Railway Board,
there had been inordinate delay in implementing the Board’s decision
by the Railway Administration. The Committee feel that even after
making due allowance for the problems created by the bifurcation
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of the Rallways, the time taken by the N.F. Railway in implementing
the Railway Board’s decision was excessive.

60. The Committee enquired the position about the other Rail-
ways. They were informed that there was delay in the implementa-
tion of orders by different Railways. The reports were called for
from Railways and wherever delays had occurred explanation would
be called for and responsibility fixed. As regards North Eastern
Railway, it was explained that most of the contracts were with the
old R. & K. and O. & T. Railways and there was no provision for
charging for electricity consumed and the licence fees were also verv
nominal. Those agreements had to be revised and as such there was
lot of delay. The revised licence fees were fixed on 1-4-1963. The
Railway Board had not accepted the reasons advanced for the delays
and had asked the Administration to fix responsibility. The General
Manager had appointed a Joint Committee consisting of 2 Heads of
Departments to fix responsihility in this case. In the case of the
Northeast Frontier Railway, however, it was stated that the circums-
tances were a little different from other Railways on account of
bifurcation and dis-organisation and as such they could be exonerat-
ed. The Committee find that the time taken by the Railways in
implementing the orders of the Railway Board issued as early as in
1957, to review and revise the licence fee, rent and other charges
levied for catering and vending contracts has been excessive. The
Committee would like to know when these orders were actually im-
plemented on each Railway and what action has been taken where
the delays were found to be avoidable. Earlier in the Report the
Committee have commented upon another case where the decision of
the Railway Board was implemented by the North Eastern Railway
after about 10 years. The Committee would, therefore, suggest that
while issuing orders for revision or enhancement of rates etc. which
have a bearing on all the Railways, the Railway Board should in
future lay down a definite date for the implementation of their orders.
They should also call for periodical reports from the individual
Railway administrations so that the Railway Board is kept fully
informed of the progress of the implementation of their instructions.

North Eastern Railway—Heavy outstandings from Vendors and
Refreshment room contractors, para 39, page 26.

61. Licence fees and electric current charges amounting to about
Rs. 45,000 were outstanding from some catering and vending con-
tractors, though the rules required that the former should be realis-
ed in advance every month, and the latter within a week of pre-
sentation of bills. The outstandings related to the period from 1951
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to 1961 and included dues of about Rs. 31,000* from one' contractor
alone. Most of the contractors had ceased to be in the trade.

Further, a sum of Rs. 32,004 on account of electric current charges
relating to the period prior to 1st July, 1951 was treated by the
Railway Administration as irrecoverable in the absence of any
specific provision in the agreement regarding recovery of these
charges.

Explaining the circumstances leading to accumulation of arrears
it was stated in evidence that the procedure adopted by the N.E.
Railway with regard to recovery of electric current charges from
the contractors was defective. There was no coordination between
the Traffic Department and the Accounts Department. The Accounts
Office sent the bills direct to the contractors but copies were not
sent to the District Traffic Superintendent’s Office or to the stations.
Thus the station staff was not aware of the dues recoverable from
the party. It was added that an effort was made to contact the
licensee and quite a large amount had been recovered. In the case
of the firm, which had large number of contractors, recovery could
not be effected. Though the firm was no longer holding any con-
tract with the railways, action was being taken to recover the
amount through arbitration. It was further added that the accumu-
lation of arrears was noticed by the Administration in 1955 and the
Railway Board came to know about it only in 1959. The Railway
Administration was asked to go into this question and fix responsi-
bility at various levels. While the Railway had framed certain rules
in 1960 regulating the recovery of dues from contractors, it had not
been possible to fix responsibility on any particular individual. As
regards the case which had been referred to arbitration, it was
added that the agreement entered into by the firm with the BN.W.
Railway in 1934 did not stipulate any condition about the licence
fee, rent or electric charges. When the licence fee and rent were
revised in July 1951 the contractor refused to pay the amount. The
General Manager convened a meeting in June 1955 when the contrac-
tor gave an undertaking to pay the charges. The last agreement
with the contractor was for the period 10-12-58 to 9-12-61. While
the amounts not covered by the agreement upto the vear 1955 had
been written off, the outstandings due to the subsequent period
were being referred to arbitration. A notice served on one of the
partners having been returned by the postal Department with the
remark “addressee not traceable”. it had been decided to issue se-
parate notices to each of the partners. The Committee may be in-
formed of the final outcome of this case. .

62. At the instance of the Committee, the Minister of Railways
have furnished a note which indicates that on the other Railways the
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Department which presented the bill to the contractor (viz. electri-
cal /engineering/accounts department) was responsible for the re-
covery of the amount of electricity/water charges and the Traffic/
Commercial Department which controlled the contractors did not
come into the picture. The Committee consider it unfortunate that
such a lacuna should have existed on all the Railways. They have,
however, been formed that this matter was considered in detail and
a directive incorporating various measures for bringing about im-
provements was issued on the 10th October, 1961. The measures so
indicated were as follows:—

(i) Precise determination of charges due from contractors,
particularly those relating to water and electricity.
Separate meters, where possible, should be fixed;

(i) Timely intimation of dues to the contractors;

(iii) A machinery for recording dues and their realisation and
prompt advice to one nominated authority in Commer-
cial Department at the Divisional or Head Quarters
level;

(iv) Nomination of officers in Accounts and the Commerical
Departments for watching recoveries and for co-ordina-
tion when various departments are involved;

(v) Initiating prompt and adequate action in respect of de-
faults and nomination of officers to whom the defaults
should be brought to notice; and

(vi) The security deposits to be adequate to cover dues for a
reasonable period.

The Committee hope that with the above measures already adopt-
ed no accumulation will occur with regard to electricity and water
charges to be recovered from contractors.

63. At the instance of the Committee the Ministry have also
furnished the following statement showing the amounts outstanding
against catering/vending contractors for over 3 years as on 31-3-64
on all the Railways:

Amount outstanding for over 3 vears as on 31-3-64 on

Sl.  Railway account of

No.
Licence Rent Electricity Water Total
Fee Charges  Charges

I 2 3 4 s 6 7

Rs. P. Rs. P. Rs. P. Rs. P. Rs. P
1. Central . Nil Nil 109892 324°00 1422:92
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12 3 4 5 6 7
Rs. P. Rs. P. Rs. P. Rs. P, Rs. P.
2. Eastern © 58959-17 2906-02 11249°49 §7:00 73171:68

3. Northern - 14930:62 34108:33 3059-89 0-56 52009'40
4. North Eastern 35243°33  3492°35 37576°53 5068-52 8138073

5. Northeast
Frontier - Nil Nil 107065 Nil 107065

6. Southern - Nil 719-82 I175°00 1127°29 §022'If

. South Eastern 2680-55 375°00 206-00  19682-00 22943°55

~J

8. Western - 6046-38 3890°23 1266°'64 8010 1218335

GRAND ToOTAL: ‘118760-05 4549175 56703-12 28339-47 249294-39°

*Qut of the outstandings of Rs. 2,49,294'39 P., Rs. 49,026:90 P. have
been recovered during the six months period from 1-4-64 to 30-9-64. Action
is being taken to recover the balance amount of Rs. 2,00,267- 49P.

The Committee observe from the above statement that the
amounts outstanding on the North-Eastern, Eastern, South-Eastern,
and Northern Railways are quite substantial. They desire that the
Railway Board should enquire into the circumstances leading to the
accumulation of large arrears on these Railways, take steps to liqu-
idate these arrears and devise suitable measures to aveid such accu-
mulation in future.

Cash discount on cost of steel supplied to the Railways by the Steel
producers—para 40, pages 26-27.

64. The Railway Electrification Project Administration Calcutta,
negotiated with M/s. TISCO to obtain a cash discount of 1%¢ on bills
for finished steel, on condition that 1009% payment of the Bills would
be made within 48 hours of presentation of the Bills; and availed of
the discount from May, 1962, Both M/s. TISCO and IISCO were
willing to extend the same concession to the Eastern Railway also on
similar terms. Since the existing rules and procedures did not cover
these conditions in full, the Eastern Railway approached the Railway
Board in July, 1962 for approving the deviations. In respect of places
other than Calcutta also. the steel producer were prepared to allow
the discount if payment was made within 12 days from their demand
notes. The Railway Board issued necessary orders only in
December, 1963 to the Eastern Railway and the other Railway
Administcations at Calcutta, to avail themselves of the cash discount



on steel supplied by M/s. TISCO and IISCO. As regard supply of
steel in places outside Calcutta, the matter was stated to be under
correspondence with the Ministry of Steel, Mines & Heavy Engineer-
ing. According to Audit had the discount facilities offered by the

producer been availed of there would have been appreciable savings
to the Railway,

The Committee were informed during evidence that a settlement
had since been reached with the Steel Producers TISCO, [ISCO and
Hindustan Steel. The arrangements made with the Hindustan Steel
after prolonged negotiation came into effect from 1st April, 1964,
and in respect of Tata and Indian Iron the position was
that for the supplies which were to be paid for in Calcutta the
arrangement came into effect from 1st April, 1964 and those from
outside Calcutta from 1st September, 1964. Explaining the time-lag
in arriving at the settlement with the Steel Projects the represen-
tative cf the Railway Board mentioned that the Companies had laid
down certain terms and conditions which were contrary to the ordi-
nary system of payments followed by Government. They had
insisted that payments must be made in full through Banks and even
without asking for test certificates. TISCO had made it a condition
that even bills for material not qualifying for the discount should be
paid within the stipulated period of 48 hours and had informed S.E.
Railway that if payment was not made within 14 days penal interest
at 129 per annum would be charged. The IISCO had stated that
they would be sending only unsigned bills for payment by the Rail-
ways. Under the circumstances, the witness stated, the Railway
Board had to correspond with the Ministry of Steel, Mines and Fuel
to clear the position and ultimately the latter was able to secure the
same terms as asked for by the Railways. The Committee wanted
to know the reasons why the Railway Board, being a very large con-
sumer of steel and knowing fully well that the matter was of great
financial importance, did not take up the matter with the Steel Pro-
ducers earlier. The representative of the Ministry mentxon.ed that
the real delay was that they had tried to bring in the Mims}ry <.>f
Steel. Mines and Fuel. Also they tried to arrange a meeting In
November, 1962, but the Hindustan Steel was not ready to discuss
these matters. Even when the Board had represented to 1ISCO .and
TISCO they were informed to consult the Ministry of S.tee1.. Mines
and Fuel. It was added that there was no lack of co-ordmatx?n bet-
ween the Railway Board and the Steel Ministry who were being re-
minded in the matter.

In answer to another question, the Committee were infonnedbﬁfl:
there was difference between negotiating a8 document through ‘t tion
and their agreeing to pay on demand immediately on presentation.
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If it was through bank, they had to take the respcnsibility for all the
demurrage and it was not possible to exercise any check with the
test certificate. Whereas in the other case, a person had to look at
the bill and correct errors, if any, before the payment was made.
Negotiation thrcugh the bank was a major difference and the Steel
Ministry were not advising them to accept it. They took a long time
in persuading the main producers not to insist on this.

It was further stated that the arrangements had been accepted
on an experimental basis and all the Railways including the Electri-
fication Project were asked to report upto may, 1965 whether the
system of making 1009% payment within 48 hours worked well or
there was any lacuna. The witness added that in regard to supplies,
their experience had been quite unsatisfactory about test certificates,
as a large portion of tested quality, steel had not been tested. The
material would, however, be utilised ang suitable reduction in price
claimed from the firms. The Ministry have also furnished a written
memorandum on this Audit para which is given in Appendix XIII.

While the Committee are glad to know that a settlement had ulti-
mately been reached which would result in appreciable savings to the
Railways. they feel that the matter could have been pursued more
vigorously and the time lag of about 2 years in negotiating with the
firms could have been reduced. In their opinion, the conditions ad-
vanced by the firms could have been settled by personal negotiations
instead of relying on lengthy correspondence. It has been stated
in the written memorandum that a meeting which was proposed to
be held in November, 1962 between the representatives of the Rail-
way Board. the Railways administrations and the steel suppliers did
not take place. They are not aware whether any further attempts
were made to have another meeting with the suppliers. Secondly
it has been mentioned in the note that after it became increasingly
clear that a common pattern applicable to all Steel Firms was not
enterging, the F.A. & Co. Eastern Railway was asked in December,
1963 to negotiate with TISCO and TISCO and settle a procedurc for
obtaining discount on their bills rendered at Calcutta on the same
terms as for the Railway Electrification Project. The Committee
feel that side by side with their negotiations at the Board level this
course of action adopted in December, 1963 could have heen adopted
earlier. In view of the large quantities of steel purchased by the
Railways from the indigenous steel suppliers (as indicated by the
annexure to the Appendix XIII). the matter deserved to be pursued
more vigorously by the Railway Board. The Commitiee hope that
such delays would be avoided in future. The committee cannot help
feeling that due to the avoidable delay the Railways have suffered a
substantial financial loss.
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Larger consumption of coal due to inferior quality, Para 41, Page 27..

65. The fact that inferior quality of coal was being received
by the Railways has been coming to the notice of the Railway Board
from time to time. From February, 1962 onwards, direct contracts
have been entered into between the Railway and the Collieries and.
a Railway Inspection Organisation was formed in the coal fields,
as recommended by the Expert Committee on coal consumption
on Railways (1958). In spite of these safeguards and the stipu-
lation in the direct contracts that steam coal with no shales and slack
and dust not exceeding 89, only, would be acceptable, the
receiving railways have been complaining some cases that the coal
actually received contained about 15% to 709, of slack and dust and.
about 5% shales.

A supplementary grant of Rs. 115,54 lakhs was obtained in
November, 1962 “owing mainly to receipt of greater proportion than
allowed for in the budget of inferior grades of coal by railways, re-
sulting in higher rate of consumption of coal and necessitating larger
total supplies to the Railways” under Grant No. 7—Ordinary Work-
ing Expenses—Operation (Fuel).

The representative of the Railway Board stated that additional
funds through supplementary grant were asked for in November,
1962 as it was apprehended at that time that the consumption of coal
would be higher cn account of lower grades of coal being received
by Railways from the coal trade. But this supplementary grant did
not reflect the actual amount that they had spent in the shape of
excess coal consumption because during the year they had to run
much more railway service then originally anticipated and there was
a large increase in iraffic, which also accounted for excess coal
consumption. Explaining further the witness stated that excess
consumption in respect of quality of coal could be due to either (i)
low grade or (ii) inferior quality of coal. While in the first case i.e.
grade of coal no detailed inspection was needed. The Railway had
to take whatever was allotted by the Coal Controller. While it was
their effort to get a higher propcrtion of the selected grades. the
allotment and availability was less than what they desired. As re-
gards the inferior quality of coal the witness admitted the collieries
at times loaded excessive dust or shale etc. in the consignments and
inspection was necessary to check the loading of this defective coal.
It was, however, added that the loading of inferior coal could not be
avoided unless and until staff was increased and one inspector was
posted for every colliery, but this would increase the cost of inspec-
tion which would not be commensuraste with the results. At present
inspection was only possible in the shape of either a surprise check



at the collieries or a thorough check at some of the big collieries,
‘where large quantity of coal was being loaded. In reply to a ques-
tion the witness stated that Railway Inspectors reported the irregula-
rities noticed by them to the Chief Mining Inspector for taking neces-
sary action against collieries. During the year 1962-63, 1560 warning
were issued to the collieries and a sum of Rs. 43,284 was deducted
from 14 collieries’ bills. The Committee were further informed that
Railways were trying to improve the quality of inspection by increas-
ing the staff for the purpose. The Committee feel concerned to note
that several collieries should continue to supply coal inferior in
-quality to that ordered and paid for. The Committee desire that the
Railway Board should take suitable measures in consultation with
the Ministry of Mines and Fuel and the Coal Controller to put a
stop to this undesirable practice. The Committee also hope that the
Ministry of Railways would improve their Inspection Organisation
and the quality of their inspections to eliminate losses on this
account,

South Eastern Railway—Avoidable expenditure by way of compensa-
tion paid to a Light Railway Company—Para 42, Pages 27-28.

66. A plot of land measuring 3,40,675 s. ft. was leased out by the
ex-B. N. Railway to a Light Railway Company in the year 1933,
without prior execution of a formal agreement, on grounds of
urgency. The terms of the proposed agreement acceptable to both
the parties and the amount of rent payable was finalised by the year
1950. One of the conditions in the proposed agreement was that the
lease could be terminated by either party giving 6 calendar months’
notice without the lessee claiming any compensation whatsoever. In
the meantime, the South Eastern Railway became successors to the
ex-B.N. Railway Company. The agreement, was, however, not ex-
ecuted by either party at any stage.

The Eastern Railway which required a portion of this land for
certain of their works, approached the Light Railway Company in
1957 and later the South Eastern Railway in 1959, when only the
little of the latter to the land was known, for its release. The South
Eastern Railway thereupon served a notice on the Light Railway
Company in June, 1959 to vacate the land, but the party disregarded
the notice on the plea that no lease agreement as such was concluded
with the ex-B. N. Railway or its successors. The Railway Adminis-
tration sought legal opinion in the matter which indicated that the
Railway’s case was good in law but on practical consideration of the
urgency of the Eastern Railway and the lengthy legal proceedings
required for eviction of the licencee, settlement by negotiations
was preferable. A settlement was reached in May, 1962 according
to which the South Eastern Railway paid a compensation of Rs. 2'3
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lakhs to the Light Railway Company for shifting its lines by the end
of 1862. The Railway Administration had informed Audit that in the
circumstances of the case, this was the most equitable and practicable
solution particularly when the land was urgently required, and the
Light Railway Company as a public utility concern could not be asked
to shift on strictly legal considerations. According to Audit if the
agreement had been actually executed, no compensation would have
been legally payable.

The representative of the Railway Board stated in evidence that
the land was handed over to the Light Railway Company piece-meal
till 1940 or so. Meanwhile, an agreement was drafted but the Light
Railway objected to the amount of rent. Thereafter, the area had
to be verified which took some time. Subsequently, the regrouping
of the Eastern Railway, the merger of the B. N. Railway and the
subsequent bifurcation put the process back. It was, however,
admitted that there wag certain slackness on the part of Railway
Administration due to which agreement could not be executed. The
Ministry of Railways subsequently submitted a note in regard to
this Audit para 42, which is given in Appendix XIV. In this note it
has been stated inter alia that the public interest required that a
settlement for early possession of land should be arrived at irrespec-
tive of the fact that legally they had no right to compensation and
it was on this consideration of the balance of advantage that the com-
pensation was agreed to. Even if that be so, the Committee feel that,
it does not explain the failure of the Railway Administration to exe-
cute the agreement when the land was handed over to the Light
Railway Company. It is all the more unfortunate that no agree-
ment was executed for more than 12 years even after the terms of
the proposed agreement acceptable to both the parties were finalised
by the year 1960. The Committee deplore the slackness on the part
of the Railway Administration and desire that the matter should be
further investigated and those found guilty of neglect of duty suit-
ably dealt with.

Northern Railway—Fraudulent drawal of stores on forged requisi-
tions, Para 44, Page 29.

67. In October, 1961, it was noticed that certain materials said to
have been supplied to the Foreman of a Loco Shed of the Northern
Railway from a stores depot had not actually been received by him.
While the matter was being investigated by the Railway Administra-
tion, an attempt was made in November, 1961 by some persons to draw
stores from the same depot. The documents presented were found
16 be forged and the culprits were caught red-handed. Further
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detailed examination of the records revealed that between December,
1959 and November, 1961, stores estimated at Rs. 62,000 had been:
drawn from three stores depots through special messengers on both
forged and genuine requisitions, which did not reach the sheds and
were, therefore, evidently misappropriated. The case was under
further investigation by the Special Police Establishment.

Departmental rules, amongst other things, requireq that the
Divisional Officer, should compare the copy of the Requisition-cum-
issue note passed on to him by the indenting officer after acknowledg-
ing receipt of the stores as supplied by the depot, with another copy
received from the issuing depot through the Stores Accounts Officer,.
before accepting and adjusting the debit. There was, however, an
omissicn in the Divisional Office to do so with the result that the
fraud remained undetected for quite some time. Audit had been
repeatedly bringing this omission to the notice of the Railway
Administration even before 1959.

In evidence the representative of the Ministry of Railways admit-
ted that the fraud would not have been possible had the prescribed
procedures been followed by all concerned. According to the proce-
dure whenever any material was received by the indentor he was
supposed to send issue notes to two different sources which in turn
got a copy of the issue notes from the Issuing Department also. The
two notes were compared in the Divisional Office. In this case this
process of pairing of notes was not adhered to due to shortage of
staff. The procedure had since been tightened up. In reply to a
question the witness informed the Committee that after this fraud
the Division had checked up past cases and no other case of fraud
had been detected.

The Committee can hardly accept the shortage of staff as valid
plea for not following the prescribed procedure which facilitated the
fraud and resulted in heavy losses. They regret to observe that even
when the omission was brought to their notice by Audit before 1959
no action was taken by the Railway Administration to improve
matters. The Committee desire that the reasons for this lapse should

be further investigated.

68. As regards the cases under investigation by the Special Police
Establishment the representative of the Ministry of Home Affairs
informed the Committee that in one case inquiry had been completed
and the case was under trial. In another case a charge sheet was
being issued. The Committee desired to be furnished with a list of
cases of fraud etc. pending investigation with Special Police Estab-
lishment giving details about dates of detection, reference to SPE,
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the nature of the charges and their present position. The Ministry
of Home Affairs have accordingly submitted a statement* which
shows that 343 cases relating to the Railway Organisation were pend-
ing investigation by the SPE as on 30th November, 1964. Out of
these only 21 cases had been registered on the basis of reports from
the Ministry of Railways or some department under it whereas 322
-cases had been taken up by the Establishment on their own. The
Committee find that quite a large number of cases out of these in-
volve the allegations of “bribery and corruption”, “misappropriation
of money” and “disproportienate assets”. They would urge upon the
Ministry of Railways to tighten up their vigilance organisation in
order to eradicate these mal-practices. The Committee also recom-
mend that the Special Police Establishment should complete the
investigations of these pending cases expeditiously.

South Eastern Railway—Theft of released rails, Para 45, Pages 29-30.

69. About 20 miles of 90 lbs. rails released frcm track renewal
works carried out on Adra-Asansol Section between December, 1960
and June, 1961 were stacked at different places alongside the Railway
track and more than 100 chowkidars were employed to guard the
materials. Most of these rails were cleared from the site cnly
between March and September, 1962, though the rules required that
the materials released from works should be lifted as and when avail-
able and sent to stores depots or to other places where these are
required.

During the period from July. 1961 to March, 1962 when the releas-
ed materials were lying along the track, 34 cases of thefts occurred
involving a loss of about 18,360 rft. of rails costing Rs. 90,000
(approximately). Repeated thefts occurring between January and
March, 1962 though reported to the local Government Railway Police,
were not reported until March, 1962 to the General Manager and the
Railway Protection Force, resulting in delay in the Administration
appreciating the seriousness of the situation.

Existence of a number of motcrable roads in the vicinity of the
rail stacks and the delay in removing the materials appeared tc have
aided the thefts. Complicity of the Railway employees in the thefts
was not established, but the departmental enquiry committee found
that the chowkidars most of whom were casual labourers, were neg-
ligent in their duties and the supervisors were slack.

The police authorities to whom the thefts were reported, had re-
covered 140 places of rails worth about Rs. 7.650 so far and presecuted
41 persons, the proceedings against most of whom were still pending.

*Not printed. )
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The representative of the Railway Board stated in evidence that
it was one of the heaviest sections of the Railways and there was a
transport crisis in 1961-62. So it was not possible at that time to run
material trains to pick up the rails. The rails were stacked along
side the track so that whenever there was relief in traffic they could
run material trains and pick them up. He added that this was an
organised theft by inter-State criminals who brought lorries, cut the
rails and took them away. In answer to another question it was
stated that from the very first theft the matter was reported to the
police. The cases were not reported to the Headquarters’ office but
to the Divisional Engineer. As for the chowkidars, it was stated that
one man was put incharge of patrolling work for every 2 or 3 miles
and he could not remain stationary at one place. It was only in
March, 1962 that the magnitude of the thefts came in for special
attention and armed patrolling was introduced. The Committee were
also informed that it would have been very expensive to remove the
material by road.

The Committee feel concerned to note that the thefts should have
been committed of such heavy material, over such a long period, in-
spite of security measures. It is also unfortunate that even after the
thefts were reported prompt action was not taken to remove the rails
from the site. The Committee would like to be informed about the
results of cases of prosecution launched by the police.

Eastern Railway—Loss due to theft of Impedance Bonds. para 48,
page 30.

70. In connection with the installation of automatic signalling
track circuits over a length of 16 k.m. of railway line between Belur
and Serampore, 30 Impedance Bonds, each costing Rs. 2375 on an
average, were installed at different rail joints during April and May,
1960. It tcok two years for the circuit to be put into commission, and
during this period of 38 of these Bonds were stolen, involving a total
loss of Rs. 88.437.

The representative of the Railway Board informed the Cummittee
that the impedance bonds were installed in connecticn with the work
of automatic signalling which had necessarily to be done over a
period of time. Earlier in 1957, when some bonds were put up in
another Section of Howrah no thefts were reported. After the thefts
were detected the Railway Administration improved the methond of
fastening this equipment so that the removal became extremely
difficult. In reply to a question it was admitted that the impedance
bonds need not have been put so much in advance but the adminis-
traticn had no idea that they would be stolen. After the fastening
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device was improved and patrolling by R.P.F. was introduced, the
Railway Administration had been able to control these thefts. It was'
further added that the Railway Board had been wiser after the event
and in future installations they would put impedance bonds last of
all. It was also admitted that the impedance bonds could have
been easily removed and put in the store as it would take only 10
minutes to open out the bolts etc. The Committee consider it un-
fortunate that the thefts were reperted the Railway Administration
did not remove the impedance bonds and left costly equipment unat-
tended on the track for one and a half years, resulting in a loss
of Rs. 88,437 due to thefts. The Committee are of the view that

this is a case of clear negligence on the part of the Railway
Adminlstration. ‘

Other cases of Losses, para 47, pages 30-31.

71. The Audit para gave a summary of the cases of losses adjusted
in the accounts for the vear and mentioned in “Annexure H” to the
Appropriaticn Accounts of Railways Part II. Losses to the extent of
Rs. 15973 lakhs were adjusted during 1962-63, as against Rs. 96-04
lakhs during the preceding year. The increase of Rs. 63-69 lakhs,
during the year under review was due partly to the adjustment of
the cost of missing coal wagons as operating expenses (Rs. 31-16
lakhs) by one Railway and partly due to losses on account of deficien-
cies in fittings of rolling stock sent to workshops for repairs (Rs. 23-56
lakhs) exhibited by 4 railwavs in accordance with a decision taken
by the Railway Board in July, 1963.

It was explained in evidence that it often happened that coal
wagons booked for a particular station shed did not reach the desti-
nation either because they were intercepted by another railway or
had lost the label in transit. Such Wagons were shown as “Missing
Wagons” and payments made for them adjusted in ‘work expenses’.
As against these there were also “Unlinked Wagons”, which could not
be allotted to any particular shed or station. These were shown as
“earnings”. The Committee were informed that during the year
1962-63 the tctal cost of missing wagons was Rs. 162 lakhs and earn-
ings were of the order of Rs. 112 lakhs. It was further clarified that
the losses did not pertain to one vear alone. In this connection, the
Committee desired to be furnished with a note giving figures cf loss-
es and gains in respect of ‘missing’ or ‘unlinked’ coal wagons. for the
years 1962-63 and 1963-64. A copy of the note received is enclosed
as Appendix XV. From this note it is seen that the figures treated
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.as “missing wagons” and “unlinked wagons” during 1962-63 and
1963-64, were as under: —

Missing wagons Unlinked Wagons
No. Amouatin No. Amount in
lakhs of lakhs of
rupees rupacs
.1962-63 : . - 87,582 3,68 5§8.528 2,97
1963-64 . . © 37,328 2,30 63.530 3,70

The Committee feel that the magnitude of the problem is suffi-
ciently large to merit special attention of the Railway Board. The
‘Committee would, therefore, like the Railway Board to take imme-
diate steps in this direction to reduce the malady. They would
like to be informed of the special steps taken to reduce the inci-
dence of ‘missing’ and ‘unlinked’ wagons,

72. As regards deficiency in rolling stocks coming to workshops it
‘was explained that at times certain items were removed from an
unserviceable locomotive or wagon to repair another unit. It was,
therefore, not possible to say as to how much of the deficiencies were
real lcsses.

In this connection, the Committee desired to be furnished with a
note indicating whether the actual loss out of Rs. 23'56 lakhs (shown
as loss on account of deficiencies in fittings of rolling stock sent to
workshops for repairs) can be known and if so, what the actual loss
came to. A copy of the note furnished by the Ministry of Railways
is given in Appendix XVI In this note, the Ministry of Railways
have explained the practical difficulties involved in calculating the
:actual losses in fittings of rolling stock due to thefts and added that
the position is being reviewed in consultation with Audit. The Com-
mittee would like to be informed of the result of this review. The
.Committee would, however, like to add that there should not be any
unsurmountable difficulty in estimating the losses on account of
.deficiencies in fittings in the case of locomotives and coaching stock.
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Outstanding Recommendations

73. The Committee will now proceed to deal with some of the

more important items outstanding from their previous Reports on
Railway Accounts,

74. Replies received from the Ministry of Railways (Railway
Board) and cther Ministries/Departments showing action taken or
proposed to be taken on the recommendations of the Committee
pertaining to Railway Accounts have been included in Part 1II of
this Report. While the Committee are glad to note that replies in
respect of all the items except one [SL. No. 39 of Appendix XI—
para 42(5)—to 13th Report relating to para 58 of 1st Report 1962-63]
have been received from the Ministry of Railways (Railway Board)
ete,, they find that notes in respect of Sl. Nos. 11 to 13 of Appendix
XI (para 13 to 15) to 13th Report (1963-64) are still outstanding
from the Ministry of Supply and Technical Development. The
Committee deprecate such abnormal delays in the submission of
notes in respect of their earlier recommendations and hope that

the Ministry of Supply and T. D. will expedite the submission of
these notes.

75. The Committee note that in the following cases the replies
furnished by the Ministries are of an interim nature and would,
therefore, await a further report thereon:

1. Sl No. 27 of App. XI (para 29) to 13th Report.
2. Sl. Nou. 39 [para 42(2)] of App. XI to 13th Report relating

to para 58 of 40th Report (1961-62),

3. SI. No. 39 of App. XI [para 47(2)] to 13th Report relating
to para 65 of 1st Report (1962-63).

4. Sl. No. 40 of App. X1 (para 43) to 13th Report.

Western Railway—Extrg expenditure due to extension of Zonal con-
tract—{Sl. No. 18 (Para 20) to App. XI to 13th Report].

76. In this case the tenders for zonal contracts for electrical works
in certain Divisions during the year 1959-60 opened on 6th March,
1959 were accepted on 22nd April, 1959. Although the rates were
lower than those of the preceding year which were current up to the
31st March, 1959 instead of terminating the work orders of uncom-

%
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pleted works or getting them completed at the new rates, the con-
tracts for the preceding year were extended by the Railway Adminis-
iration up to 30th June, 1959. In a subsequent note the Committee
were informed of the decision to change the term of the zonal con-
tracts to cover the period {rom 1st July to 30th June. This change
was intended tc enable the contractors to make their arrangements
well in advance and take full advantage of the working season.
Instructions were also then issued to the Railway Administration
requiring them to initiate action in such a manner that the contracts
for the new year were finalised before the 31st July each vear. The
Committee had then suggested that the feasibility of finalising the
new contracts before the 30th June instead of 31st July each year
should be examined. In a note Appendix XVII now submitted
to the Committee, the Ministry of Railways have stated
that the main idea underlying the decision that the tenders
should be opened on the 1st of July, and should be finalised
quickly before the 31st July is to avoid the repercussions that might
arise as a result of the zonal contractors of the previous vear getting
to know the rates which are to come into force for the next zonal
contract commencing from 1st July. The instructions had been
issued keeping in view the fact that the month of July is generally
a very lean month during which very few work orders are issued
on most of the Railways. In any case instructions have issued as an
experimental measure and will be modified. if necessarv. on the basis
of experience gained in the next year or two. The Committee are
not convinced with the reason advanced for finalisation of tenders
after 1st July, i.e.. the commencement of the term of the zonal con-
tracts. In order that the contracts for the new year can be effective
from the 1Ist of July, it is necessary that all formalities should be
completed before that date. The Committee would, therefore, reiter-
ate their earlier recommendation that the new contracts should be
finalised before the 30th June, every year.

Northern Railway—Encroachment of Railway land—SI. No. 30 of
Appendix X1 (Para 32) to 13th Report (1963-64).

77. In this case the Railway Administration went on acquiescing
in the repeated encroachments of Railway land by a private firm of
New Delhi from 1942 to 1951. There were also delays at different
stages in taking firm acticn against the firm after its licence had been
terminated in June, 1951 with the result that the firm continued to be
in unauthorised occupation of Railway land. The whole episode
spread over a period of more than 20 years left a poor impression on
the Committee. The Committee observed that there were reluctance
and inordinate delays in applying whatever remedies, legal or
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administrative, were available with the Railway Administration.
They, therefore, desired that the matter should be fully enquired into
ang responsibility fixed. The Ministry of Railways (Railway Board)
have accordingly submitted a note (Appendix XVIII) stating that the
matter has been fully enquired into as desired by the Committee.
The Ministry of Railways, while admitting that the case could have
been dealt with more expeditiously at different stages at least during
the periods 1953—57 and 195962, have come to the conclusion that
it is not possible to fix responsibility on any single officer or even a
set of officers. The Ministry of Railways have further stated that the
matter had been handled by several officers at different levels in the
ordinary course and finally at the level of 2 Senior Deputy General
Managers of the Railway personally (one of whom is no longer in
service) and that in the Railway Board, two different incumbents of
the post of Chairman, Railway Board, at different times, both of whom
have since retired, dealt with the case on lines which they believed
to be most appropriate. It has further been pleaded that, since the
matter had been amicably settled without involving any loss to the
Railways. the case may not be pressed further and treated as closed.
The Committee are unable to accept that the case had been dealt with
on the most appropriate lines. They consider it unfortunate that the
matter was not dealt with firmly and with promptness both in the
Railway Administration and the Railway Board. They trust that such
cases will be scrupulously aveided in future.

North East Frontier Raillway—Loss in acquisition of land—Serial No.
32 of Appendix XI (Para 34) to 13th Report.

78. In this case the Railway Administration had been pressing the
civil authorities time and again since 1948 for permanent acquisition
of a plot of land already under their occupation on a rental basis.
But when in February, 1954 the land owners themselves offered a
reduced rate of Rs. 8,000 per bigha, the offer was declined on the
ground that the rate was excessive. Subsequently. in October, 1955
the District Engineer recommended acceptance of the rate of
Rs. 8,000 per bigha as reasonable. The Railway Administration,
however, took no action till September, 1956, when they approached
the Railway Board for sanction. The Railway Board pointed out in
March, 1959 that the Genera] Manager himself was competent to
sanction the acquisition of land. Fresh acquisition proposals were
submitted to the State Government and the compensation at
Rs. 10,000 per bigha fixed again by the civil authorities was accepted
by the Railways involving payment of an additional sum of Rs. 34.155.
The Committee were not satisfied with the manner in which the case
was processed both in the Railway Administration and the Railway
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Board. While noting with regret the lapses on the part of the
Administration the Committee were surprised at the delay of 2} years
on the part of the Railway Board in replying to the reference from
the Railway Administration. In a note furnished to the Committee,
the Ministry have given a detailed account (Appendix XIX) of the
action taken by the Railway Administration in processing this case.
It has been stated that the District Engineer, Dibrugarh on finding
that there was hardly any suitable vacant land where quarters could
be built and also that prices of land in Dibrugarh were soaring high,
had recommended to the Regional Engineer, Pandu on 20th October,
1955, permanent acquisition of land at the rate of Rs. 8,000 per bigha.
The headquarters office was not aware of this suggestion until in
February, 1956 when the District Engineer sent a copy of his letter to
the Chief Engineer. The Regional Engineer, Pandu himself recom-
mended to the Chief Engineer the permanent acquisition of the land
for the first time only on 11th April 1956. The Committee regret te
note the delay of more than 6 months in dealing with this case in the
office of the Regional Engineer, Pandu. They desire that the circum-
stances under which the case was not handied promptly in the office
of the Regional Engineer may be enquired into.

79. As regards the delav on the part of the Railway Board in
replying to the reference from the Railway Administration, it has
been admitted that there had been scme avoidable delay in proces-
sing this case. It has been added that a review is already being made
of the procedure of dealing with reference made to the Railway
Board with a view to avoiding such delays. The Committee desire
that the reasons for the delay should be enquired into and responsi-
bility fixed.

New DEeLHI; R. B. MORARKA,

Dated the 24th February, 1965. Chairman,
Phalguna 5. 1886 (Saka). Public Accounts Committee.
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APPENDIX I

MINISTRY OF RAILWAYS (RAILWAY BOARD)

Note on
Revised estimates prepared in 1962-63 of probable goods traffic and of
goods earnings.

When the Revised Estimates of the running vear and the forecast
for the vear to follow are prepared earlyv in January. wagon loading
figures are available for about nine months, i.e. for the months April—
November (inclusive) and the first two ten-dayv periods of December.
In 1962-63 the height of the emergency was in October and November
1962, when loadings were higher by 8 84 and 136 per cent respec-
tively as compared with the corresponding months of the preceding
vear. In compiling the revised estimates for 1962-63 it was noted
that the revenue tonnage loaded from 1st April to 20th December was
9 13 per cent higher than in the corresponding period of the previous
year.  After taking into account the trend and other known circums-
tances it was assumed that it would be 13 per cent higher in the re-
maining part of the vear. This forecast predicated an altogether un-
precedentedlv high increase for that part of the vear. but in fact the
revenue tonnage loaded in this part of the vear (20th December 1962
10 31st March 1963) was 16-6 per cent higher, raising the additional
revenue tonnage for the vear 1962-63 by 13-78* million tonnes over
that of the vear 1961-62. Further, with the striking increase in move-
ment capacity achieved by the Railways, a good deal of general goods
traffic (which bears freight rates higher than the average) was carried

*The figures for roral tonnage londed, i.¢. revenue plus nonerevenue as furnished to
the P.A.C. in the memorandum on excesses over Voted grants are natucally differeat.
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by the Railways. Thus there was not only more traffic than was anti=-
cipated but a good portion of it was higher rated traffic,

TaBLE 1
Tonnes Originaring

(In millions of tonnes)

Total? (Revenue & Revenue Earning only
Non-Revenue)

Quantum Variation over Quantum Variation over

the previous the previous
year vear

Absolute  Per Absolute  Per

cent cent
1958-59 . © 13773 2-7 - 2:08  103-3 1-2 1016
1959-60 : T 146-5 92 -+6:73 1107 74 P
1960-61 . . 1562 97 +6:6c 1198 91 -t¥-21
1961-62 . - 1605 4°3 t2-74 1256 58 g8~
1962-63 : © 178-8 18:3  ~1I'4 1394 13:8 L1100

The table above will show that in the four vears preceding 1962-63,
the average increase in revenue traffic was no more than 59 million
tonnes (5-34).). In no case did the increase in one year over the pre-
vious one exceed 8 2 per cent (91 million tonnes). The increase of
11-0 per cent in 1962-63 as it turned out, was altogether exceptional.

Further, Table Il (attached) will show that the distribution of the

increase in the preceding two years, 1960-61 and 1961-62 as between
the first eight and last four months was as follows:; —

1960-61 over 1959-60

April to November . . . . . . . 180",
December to March . . . . . . < 6'0"",',
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1961-62 over 1960-61
April to November

+8:5%
December to March

© —0-33%
The reason for this is that in the months April-—November, the ave-
rage tonnage lifted per month is less than in the last four months of
the year and it is easier to achieve an 8 or 10 per cent increase in the
traffic of these months than in the cooler months, December to March,
which is the busy season when traffic is always higher, rail capacity

almost saturated and the same increase in traffic is much more diffi-
cult to achieve.

Nevertheless, in the year 1962-63, when the traffic lifted between
April and 20th December, 1963 was only 9'13 per cent higher, an
intelligent study of the trends led the Railway Board to assume the
unprecedentedly high increase of 13 per cent even for the busy sea-
son (December to March). In actual fact, (for a variety of reasons
including the high devotion of railway servants working hard to
achieve a complete lifting of all traffic flowing at a time of near

emergency). the traffic increase was 36 per cent more even than the
13 per cent assumed.

The fact that 1962-63 showed an altogether exceptional pattern
can be seen from the attached graph. where the trends of the imme-
diatelv preceding vear 1961-62 and of 1963-64, which follow the more
usual patterns, are shown for comparison. (On the same graph, a
broken red line indicates approximately what would have been a
normal seasonal growth in the busy season. The actual development
in tonnage lifted in 1962-63 showed a very much steeper rate of
growth and was responsible for an increase in earnings and some
increase in the operating expenditure beyond estimates).

It is difficult and hazardous task to forecast trends in traffic even
knowing the trends of previous vears. This will be seen also from
the attached graph. wherein the traffic of 1964-65, month by month, is

seen to be sometimes higher and sometimes lower than the traffic of
1963-64.



TaBLE 1]

Approximate Revenue-earning tonnage loaded ( Originating) based on wagon loading statements

Al Railwavs

(Figures in millions of Metric Tons,

Months 1959~60 1960-61 ‘f;,a.gc. 1961-62 ".,agc ) 1962-63 ‘,",,a.ge_ 1963-64 ".,,a‘ge'
vanration variation variation variation

over over over over
1959-60 1960-61 1961-62 1962-63
April . . . 8-98 9-62 7oy to- 18 < §-R6 10°60 ‘ 4-07 11-70 410-4
Mayv o . . 8-s8 904 4540 10°17 f12-°% 10°45% 1277 11-71 4+-12-1
June . . . 94 857 L 79l 9-32 -+ 881 9-92 644 I1-10 L11-9
July . . . R-17 778 (—)4-771 941 - 20°9% 10°44 N § B{¢) 11'54  -L10'§
August . . 799 84> 720 968 R ERS 10-65 2995 11-36 +6-67
September . 69 &-61 S 12-01 940 1918 10-273 -1 886 11-02 4771
Qctober . . . &2 q9-37 15038 9-62 {270 10°47 : 8-84 11°54 +10-2
November . 864 9-86 1420 973 (—)1-34 11°06 136 11°79 1665
December . 9-60 10-48 49-23 9:95 (—)s-08 12°02 420-8 12- 40 +3-15§



January ; y-82 1047 4 6-62 jo-41 —0-58 12:55% -4 205§ 12-54 —+00b
February . 9-67 g-87 -1 2-06 10-02 - g8 11-59 L 1§57 12-12 +4-55
March . . . 929 10-03 1-6-29 1124 4284 12-62 412-3 12°57 —0- Al

tFulv 1960 witnessed the partial strike of Central (Government servants and led toa dislocation  of goods traffic. This was
the reason for traffic in July 1960 being unprecedentedly less than in July 1959. The same fact also explains the apparent un-
usually large increase in Julv 1961 over July 1960—20°9%%.

et e

Increase i (raffic over preceding year

April to November December 1o March
-
1960-61 over 1959-60 . R-0%, i 6-0",
1961-62 over 1960-61 CR-8", 033",
1962-63 over 1961-62 1R TP L
v

1963-64 over 1962-63 g5, T 1-87

——— e e g T
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GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

Points arising out of evidence tendered before the Public Accounts
Committee

Points Raised:

Para 1 of Railway Audit Report, 1964

(a) Statement showing total Gross Earnings by railways com-
paring 1962-63 with 1961-62,

(b) Statement showing the daily average in millions of pas-
sengers originating month-wise for the three years 1960-
61 to 1962-63.

(c) Statement comparing number of passengers originating in
millions for 5 months—May to September-—during 1962-
63 over 1961-62.

Reply:
Statements in regard to (a). (b) and (c¢) giving the relevant infor-
mation are attached.



Railways

Statement showing Total Gross Earnings

Indian Government Rarlweayvs

(In lakhs of Rs.)

Central

Eastern

Northern .

N. LEastern

N. Frontier

Year April- January  February  March  January-
December March

2 3 4 5 6 7
1961-62 69,47 8.16 7,65 9,44 25,25
1962-63 78,45 8,88 8,87 11,11 28,86
“., Vartation 41209 -4 8-82 -+15°9 4177 +14°3
1961-62 56,75 6.2 501 2,89 14,27
1962-63 63,76 7.21 6,40 5,48 19,09
®., Varigtion S 1204 ' 150 -1 252 4-89-6 +33-8
1961-62 50,85 5.76 5,29 979 20,84
1962-63 56.62 6,41 7,82 10,10 24,33
». Variation 113 +11-3 478 +3-17 +16-7
1961-62 17,12 1.82 1,86 2,88 6,56
1962-63 19.07 2,39 2,23 3,48 8,10
* Variation o R 13103 4-19-9 4208 +23-5§
1961-62 11,80 i,18 1,31 1,04 3,53
1962-63 13,08 1,79 2,15 2,16 6,10
2, Variation 4 10-8 1§17 -+ 641 +107-7 +72-8

L8



! 2 3 4 b 6 7

Southern . ) ) ) . . 1961-62 . 50,38 5,86 5.18 7,19 18,23
1962-63 . 53.72 6.15 6.47 7,29 19,91

o Variation . i 6:63 ©4-95 1249 4139 4922

S. Eastern ) . . . . . 1961-62 . 52.09 6.19 6,06 9,00 21,25
1962-63 . 57.88 7,11 9,02 13,01 29,14

o Variation . RS L1479 148-4 4 446 +137°1

Western . . . . . . . 1961-62 . 59,13 6.90 6.95 9,06 22,91
1962-63 . 64.95 8,09 7,15 9,59 24,83

“.,Variation . 1984 1702 1288 i5-85 +8-38

ToTAL . . . 1961-62 . 3:67.59 42.14 39,41 51,29 1,32,84

1962-63 . 407,53 48,03 §0,11 62,22 1,60,36

» Variation . -4 1079 ‘140 1-27-2 <213 L2007
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Statement showing the Number of Passengers Originating—

(Daily Average in Millions)

Indian Government Railways

1960-61  1961-62  1962-63
April - 440 487 4-88
May - 482 490 5:43
June - 465 5°09 5:27
July 398 4°63 4°75
August 3°73 4°50 4-37
September - 426 447 464
October 442 463 169
November - 4°25 461 4°57
December - 426 431 459
January 451 424 4:59
February 487 467 493
March 439 490 479
Statement showing number of Passengers Originating
Indian Gorvernment Railwavs
{Figures in millions)
’, Increase
or decrease
n 1962-63
Months 1961-62  1962-63 over
1961-62
May - 152 168 10°8
June - 153 158 - 354
July 143 T R
August 139 3¢ —2-87
September . 134 139 © 429




APPENDIX IT

GOVERNMENT OF INDIA

MINISTRY OF RAILWAYS (RAILWAY BOARD)

Points arising out of evidence tendered before the Public Accounts
Committee

Para 5 of Audit Report (Railways) 1964—Unnecessary Supple-
mentary Grants/Appropriations

Point Raised:
Appropriarion Grant Nos. 9 & 16

Details of court cases and arbitration awards for which provision
had been initiallv included but did not ultimately materialise should
be furnished.

Reply:

A statement giving the reievant information is attached.



Statement showing details of court cases and Arbitration
Awards

No. of cases expec- No. of cases finalised
Railways ted to be decided and paid during
during 1962-63 1962-63

Grant 9 Grant 16 Grant 9 Grant 16

‘Central . . ‘ 11 4 12 3
Eastern : . 9o 1 36 1
Northern . : 43 4 < 3
North Eastern ‘ s I 3 I
Northeast Frontier : 52 - 35

Southern . 25 2 14 2
sSouth Eastern . , 176 1 15C i
Western : : 8 I 8§ 1

Torar . 410 14 263 12

Ol
‘2158 (aii) LS—T.



APPENDIX 11
(GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Para 7(1)—Unnecessary or Excessive Re-appropriations.
Point:

A statement showing the number of cases (Railway-wise) relating
to settlement of Provident Fund Accounts which are more than 3
years old and yet to be settled may be furnished. The reasons for the
delays in the settlement may also be indicated.

Reply:

The total number of cases relating to settlement of Provident
Fund Accounts which are more than 3 vears old as on 30-9-1964 are
indicated below Railway-wise.

Railway Number
of P.F.
cases
Central : . : : : 3
Eastern . , . , 4
Northern : . . . 6
North-Eastern
Northeast Frontier : 4
Southern : ‘ : : 59
South-Eastern
Western
‘ToraL o 76

The amounts not paid and brief reasons for the delay in settle-
ment are shown in the statement attached.

92



Statement Showing the Amounts outstanding for various reasons together with the total amounts due and

amounts already paid and the balance to be paid.

Reasons

(1) Succession  Uertificate not produced by
claimant :

{i1) Guardianship Ceruticate not pro duced tor
receiving share of minors
]
(ilf) Due to question ot re-classifying  the
post from non-ministerial to ministerial
being under consideration

‘iv) Delay on account of the employee having
served on two Railwavs

‘v} Whereabouts ot the employvees concerned
not being known

‘vij Pending in Coun

{vit) Letter off Administration not produced
by the cmployee

sviii) Commercial debits and other recoveries
not finalised

Torat :

No. of Amount Amount  Balance due
cases due paid to be paid Remarks
EEEEEEE Rs. R Rs. Rs.
- 77.937 761 7,176
2 5,715 1.974 3,741
1 15,208 11,603 3,600
1 107 107 Since paid.
R 13,731 9,091 4,640
S 25.003 14,094 10,909
1 3,018 34 2,981
48 2,018,152 1,39,911 78,241 In 1 case, the balance
due, Rs. 840/-, has
since been paid.
76 3,58,865 1,77:470 1,81,395

e = i

€6



APPENDIX IV
GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Para § ot Audit Report. (Railways), 1964—Savings 1n Grants
and Appropriations.

Points raised:

Grant No. 15

A note detailing (i) the savings achieved in the estimate of the
Bailadilla-Kottavalasa line. (1i) the progress of works and expendi-
ture incurred so far and (ii1) the allotment each year and the savings
ete. for the vears 1961-62. 1962-63 and 1963-64 with full reasons.

< e

Reply:

(1) The sancioned cost of  Bailadilla-Kottavalasa  Project 1s
Rs. 5332 crores. for an anticipated length of 271 miles. It is now
expected that the total length will be 279 miles including the addi-
tional length ‘rom Bacheli to Kidendul. The anticipation is that this
extra length f 8 miles can also be completed within the original sanc-
tioned cost «f 5532 crores. although the expenditure for this extra
8 mile length by itself may be in the neighbourhood of about 2:25
crores  Ta that extent. there are savings in the original project,
which h“ave been achieved by wav of reduction in the quantum of
earth work by regrading. etc.

(11) The progress achieved upto end of October, 1964, section-wise
© 15 as follows: —

1. Kottavalasa —S. Kota -=16-85 miles — g2,
II. 8§ Kota—Koraput ~~113-32 miles 627
111. Koraput—Kuper -—126-00 miles —70%,
V. Kuper to Kidendul ~—~22-47 miles -1 64°,

Overall progress—65 per cent.

Decision tou take the line bevond Bacheli to Kidendul was taken
only about December '63 and hence work on the last section. after
completing the surveys, could commence only by March '64.

94
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The major time consuming work on this project is about 39000 ft.
of tunnelling. About 749, progress on tunnelling alone has been

achieved up-to-date.

"1 vtal expenditure up to end ot October

1964 . . L . Rs. 26-06 crores
Towal physical progress upto end less of

October, 1964 . : 659,
Budget grant for the vear 1964-65 Rs. 11-29 crores

Approximate  expenditure  during the
vear up to end of October, 1964 . Rs. § .39y crores

(iii) The information, with regard to the Budget allotment end
the surrender in the 3 vears, 1961-62, 1962-63 and 1963-64, with the
Administration's explanation for the variations. is given in the note

enclosed.
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I1. Expenditure incurred against the budget estimates during the
last three financial years,

(Figures in lakhs of Rupees.)

Budget Estimate Actual
Year Expenditure
Budget Final
allotment Grant
I 2 3 4 )
1961-62 . . . 5:80 3,40 3,12
1962-63 15,62 6,90 6,97
1963-64 13,22 10,59 10,58
1964-65 11,29

NoTEe.—In the first year of construction 1960-61, the actual expenditurc
was Rs. 18 lakhs against the final grant of Rs. 21 lakhs and against the initial

estimate of Rs. 20 lakhs.
L 3 [ * * °

1961-62

1962-63

2&3

‘The surrender of 240

lacs is mainly due to the
reduction in the quan-
tities of earthwork con-
sequent to regarding,
less tempo of work on
formation including
tunoels, bridge  work
and also on account of
difficulties in procure-
ment of cement, steel,
R. C. Pipes and P. Way
Materials.

Surrender of 4,72 lacs s

mainly due to non receipt
of debits on account of
acquisition of land, re-
duction in the quantities
of earthwork, non-fina-
lisation of contracts
in certain sections
slower progress of work
in certain scctions  wue
to prolonged monsoon
and resultant  delay
in commencement  of
work and also on ac-
count of delay in receipt
of girders.

3& 4

The saving of 28 lacs 15 mainly
due to the full debirs not  re-
ceived for  acquisition of
land. P. Way matcrials in-
cluding girders, and less
expenditure on account of
payment to contractors for
tunnelling  works than originaly
anticipated.

The excess of 7 lacs or  1),)
is marginal and falls  within
the permissible I'mits and is
mainly due to adiustment  of
un-anticipated debits  for
P. Way materials.
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2&3 3&y4

106364 Surrender of Rs. 2,63 lacs The saving of Rs. 1 lakh in
is mainly due to less about 1o crores is marginal.
payments for land, re-
duced expenditure, an-
ticipated under bridges,
ballast etc. non-finali-
sation of contractors
in certain sections, non-
receipt of girders, lower
classification of Earth
work  than  originally
anticipated and shortfall
anticipated in the receipt
of building materials.

(Note.—For the year 1963-64, the accounts have just been closed and the

Appropriation Accounts for presentation to the Parliament are still to be
finalized).




APPENDIX V
GOVERNMENT OF INDIA

MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Diesel Locomotive Works

1. Position regarding number of officers and other staff of D.LW
trained abroad in the manufacture of diesel locomotives.

(i) D.L.W. Staff Trained Abroad in Manufacture—In the year
1963, 9 officers and 16 supervisory staff of the D.L.W. were deputed
to U.S.A. for training at the Works of the Collahorators (M/s. Alce
Products. Inc.) and their associates to study the techniques in the
manufacture of diesel locomotives. These personnel have since return-
ed to India and are being utilised at DLW in the fields in which they
had been trained. and in training others, at D.1.W_ itself.

{ii) No personne! of DLW, are at present under training abroaa

11. Comparison of the uriginal assessment of cost of Rs. 13- 7 crores and
the subsequent” estimate of Rs. 1957 crores for the project, and
the reasons for the increase.

The decision to set up the D:esel Locumotive Works (D.L.W.) a
Varanasi was taken in June 1961 and the Project administration came
into position in August 1961. Negotiations for a technical collabo-
ration agreement were commenced in September 1961 and the
agreement was finalised with M/s. Alen Products Inc. USA in
February, 1962.

2. The work was wincluded :n the Works Programme for 1961-62
after taking Supplementary Demand {rom Parliament in November
1961, and appeared as a work in progress in the Pink Book for 1962-
63. For the purpose of Pink Book provision, the anticipated cost of
the work, as assessed on a very rough basis was shown as Rs. 13°7
crores chargeable to Capital.

3. In order to expedite the work on the project and to place funds
at the disposal of the project authority for entering into commitments
with regard to structural work, plant and machinery ete. for the
project, it was necessary to prepare and sanction an urgency certi-
ficate to take up the work in hand to the extent considered essential
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even before a detailed estimate for the work, which was contingent
on the receipt of the project report from the collaborators, could be
framed. In fact, when the urgency certificate was received, the col-
laboration agreement had not been finalised and was still under nego-
tiations. The manufacture of diesel locomotives being an entirely
new line of indigenous production, the project administration did not
have adequate background of experience for framing a realistic esti-
mate of the cost of the project. For making a quick estimate, for the
purpose of an urgency certificate, the General Manager/Deisel Loco-
motive Works, had nothing to go by, beyond some figures that certain
private sector would-be-builders had given to the railways some
years earlier in making their proposal for manuiacture, which was
altimately nct accepted. Thie urgency certificate submitted by the
GM./DL.W. and sanctioned by the Board in December, 1361 for an
amount of Rs. 13'7 crores was on a very rough basis. Ewven at that
time, it was anticipated that variations may becoms necessary on
receipt of the project report {rom the enliaborators.

4+ The collaboration agreement having been finalised in February
1962, the project report was recewed from the collaborator in June
1962, in the preparation of which our engineers were throughout
closely associated. The detailed Usts of plant and machinery were
received by the middle of Septemiber 1962. On the basis of the pro-
iect report, as also the list of plant and machinery, it was possible for
the G.M./D.L.W. to prepare an abstract estimate for the project. The
cost of the project as per this estimate was Rs. 1957 crores and the
ostimate wag sanctioned in February 1963,

3. The table Lrlow gives the anticipated cost under broad heads
as per the present estimate in juxia position with corresponding
figures in the urgency certificate:

{ Figures in lakhs of Rupees)

Abstract Urgeney  Variatios
Esumate  Certiticate

1. Preliminary expenses

44 ~13

4 31
2. Land . . , 29°¢ 214 -7 g
1. Structursl  engincering
works v 8372 616 4 220X
4 Equipment | 9727 §86 -4 ~ 3858
5. General charges . P12 1404 - -280 4
6 Miscellancous 370 04 <20
Torar 19§70 137070 +587°0
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6. The increase is mainly on equipment (Rs. 3' 86 crores) and struc-
tural engineering works (Rs. 221 crores).
Equipment (- Rs. 3'86 crores)—

The increase under equipment is due to the fact that—

The provision for equipment and the cost thereof assessed at the
time of the urgency certificate had been made on a very rough and
tentative basis, as, at that time, D.L.W. did not have any data to make
a complete and more realistic assessment, beyond some figures which
certain private sector would-be-builders had given to the Railway
Board some years earlier in making their proposal for manufacture
which was ultimately not accepted. Only after the project report and
the detailed and complete list of plant and machinery were received
by D.L.W. by the middie of September 1962, there was a basis on
which it was possible for the G.M./D.L.W. to prepare a realistic esti-
mate for the purpose. Accordingly. provision was included in the

abstract estimate,

Structural Works (4-Rs. 2:21 crores)—
The increase under Structural Works is broadlv under the follow-

ing heads. Brief reasons have been given against each head:.—
Workshop Struciures (Rs. 52 lakhs).—Increase due to higher re-
tention price of steel. provision of an additional open steel gantry in
the lavout. and changes in the design and constructional features of
some of the shop structures. found necessary after the receipt of

the detailed project report.
Townsh p— (Rs. 148-7 lakhs).—Increase due to larger number of
quarters (2780) found necessary, as against 2200 quarters earlier in-
cluded in the urgency certificate. and provision of marketing, educa-
tional, medical and recreational facilities etc. in the township.
Administrative and Workshop Offices—(Rs. 20 lakhs).—Increase
due to additional area for the offices, the earlier provision made having
been found inadequate on making a detailed assessment.
III. Progress of wear-wise exrpenditure against target.
The information in the form of a summary is indicated below: —
(Figures in lakhs of Rupees)

Target Actual or
e e s Estimated
‘71z Budget
allotment)
1961-62 ) 7 3 {Actuals) -
1962-63 . 1,64 1,03 {Actuals)
1963-64 . §,00 4,23 {Actuals;
196.4-65 . 7,21 7.21 {Estimated)

NotE: (i) The figures shown under the column “target” are the ﬁgure§
unde- “Final heads” as indicated in he original budget {for the

respective years.
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Norte: (ii) The estimated capital investment in the project is Rs. 19°57
crores. Against this, about Rs. 150 crores or assets were taken
over from the Loco Component Works. The balance expen-
diture of Rs. 18'07 crores is to be incurred for creating addi-
tional assets in the project. It is expected to complete the
project within the target date, and within the estimate sanc-
tioned, viz. Rs. 19°57 crores. It is possible that although the
project is completed .1 1965-66, some small part of the expen-
diture will be carried over to the following year.

IV. Target of Production and Performance.

Target as per Production Schedule—In accordance with the pro-
duction schedule laid down as per the Project Report, the production
of diesel locomotives in the Diesel Locomotive Works. during the
Third Plan, was anticipated as follows:—

1063-64 . . . . . . . . 3
1964-65 . : : . ‘ . . ) 26
1965-66 . . . . . . . . 54
- 83

Assembly of knocked down locomotives—For the early stages of
production in D LW, the General Manager, D.L.W. desired (as envis-
aged in some measure in the Project Report itself) to have an order
for some locomotives to be assembled from imported components and
sub-assemblies, received in a knocked down condition, so that, the
staff 1n the factory would gain initial experience in their assembly
and knowledge of the varicus components ang sub-assemblies, whick
would help them, subsequently when the manufacture of the locomo-
tives 1n DLW, itself was taken up. In his assessment, it was desir-
able that experience should be acquired by assembling 12 lotomotives.
Accordingly, arrangements were made for the import of 12 locomo-
tives in a knocked down condition for assembly in D.L.W. (to be
financed from AID Fur is w! ¢l were already available).

The Board desired that G.M./D.L.W. should endeavour to turn out
during the 3rd Plan, 95 locomotives in all, viz. 12 knocked down
locomotives plus 83 partly manufactured locometives. While noting
the wishes and instructions of the Board, G.M. D.L.W. expressed
difficulty in executing such a large programme, even big than the
project report envisaged & based on thinking as it was at a very
early stage, before the establishment of a factory in collaboration
with ALCO Products. Inc., USA, had been taken up in full earnest.
It has been the view of G.M. D.L.W. that the target should be 83
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locomotives during the Third Plan including knocked down locomo-
tives, but he would endeavour to turn out 91 locomotives, including
12 knocked down locomotives.

Arrangements made for financéng the smport of companies & sub-
assemblies for the years 1963-64 & 1964-65.—In addition to the import
of 12 locomotives in a knocked down condition, a loan was secured
from the EXIM Bank for the purpose of procurement of 29 locomo-
tive sets of imported components to cover the requirements of DLW's
production for 1963-64 and 1964-65. In asking for 29 locos, the inten-
tion was to provide for a margin for locomotives which would b-
under differen: stages of manufacture, in DLW by :he end of 1954-65,

in addition to those which would be completed and turned out of the
shops.

Actuai production to the end of Nov., 1964--Four locomutive.
assembled from kno'ked down componenis were turned out durings
the year 1963-64.

During (46465, by the end of November 1964, 7 knockea dow:
locomotives and 2 Jocomotives partly manufactured in DLW have
been turned ou'. making a total production of 9 locomaotives, for the
vear 1964-65.

Difficulties in keeping up the production of locus as planned
Planning for production was based on the premise that the compo-
nents for the locomotives to be manufactured in DLW wnould be
available in good time.

The locomotives to be manufactured and completed 1in DLW
during 1984553 (17 locomotives) were to comprise mainly of th
underframe and super:iructure to be built in the works, while the
remaining componen:s, by and large, were required to be imported

For the first batch of 10 locomotives, on account of an unavoidable
delay, due to Docks’ strike in New York, in the shipment of imported
components, ordered on Overscas Diesel Corporation, their receipt
in the Works of DLW was delayed and thrown out of gear. Some
components also got mis-despatched/over—arried ‘'or missed in transit
in the shipment, and these were not received in DLW, Although
the expectations regarding delivery at DLW fructified in regard to
portion of the components, supplies with regard to others did not
materialise in accordance with the anticipations. The short re-eip!
in some of the components had also to be made good by fresh sup
plies. In the result, there has been a delay in the time'y receipt of
all the components for these 10 locomotives. The latest position ts
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that, excepting for a few components, full supplies against the others
have been received and DLW expect to turn out these 10 locos, (two
already turned out) during 1964-65.

With regard to the second batch of locomotives, (of which 7 more
were scheduled to be turned out during 1964-65 in addition to the 10
referred to in the preceeding sub-para.), orders for imported compo-
nents had been placed on Overseas Diesel Corporation for 19 sets.
The arrangement with the Overseas Diesel Corporation was that they
would obtain and supply the electrical equipment from M/s. General
Electiric Company U.S.A., whose equipments are fitted to ALCO
locomotives. When the quotations for the electrical equipment for
this batch of locomotives were received, it was found that M's. Gene-
ral Electric Company had put up their prices bv about 107, to 1197,
Negotiation. were carried out with them to try and bring down their
prices to the maximum extent possible, and in this process there was
a hold-up of about two to three months in the placement of firm
srders for the electrical equipment. Inspite of their best effcrts, the
Overseas Diese] Corporation have not been able to arrange timely
delivery of the complete traction equipment <ets even for the 7 loco-
motives scheduled to be turned out from DLW during 1864-65, from
out of this bateh, and the latest anticipation is that it mav not be
possible for all the traction equipment for the 7 locomotives to be
receved in time DLW, are. however, getting on w'th the work
f the construction of the super structure and the underframes of the
ivcomotives in acrordance with the schedule and hope to build these
7 locomotives also and turn them out earlv during 1963-66, thus com-
pleting in all 29 locomotives comprised in the 1963-65 programme.

On account of the difficulties set out above DLW expect 1o be able
‘0 complete and tum out only 18 locomntives (8 assembled and 10
partly manufactured) during the vear 1964-65.

YV Percentage of indigenous content in the manufacture of locomo-
tives in DLW.

Dicse! Locomotive Works, Varanasi, made a start during 1963-64
in the assembly of diesel locomotives from imported components and
sub-assemblies and upto the end of November 1964, 11 such locomo-
tives have been completed. In these locomotives. a few fitments of
mdigenous manufacture valued approximately at Rs 20.000 - per
locomotive have been used.

A start has also been made dur ng 1964-65 in the manufacture at
the Diesel Locomotive Works, Varanasi of the chassis and super-
structure portion of the locomotive (other than the diesel engine and
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the electric generating and traction equipment) and 2 such locomo-
tives with an indigenous content of about 17-5%,0f of the total cost
of the locomotive (429, of the chassis portion and 2259, of the elec-
trical portion) have so far been completed. Of this extent namely,
17'5%, indigenous content of the total cost of the locomotive, 14-75%.
(Rs. 172 lacs) is relating to the work put in by D.L.W. and 275
(Rs. 32,000) is in respect of items procured through the trade.

In the first instance, at Diesel Locomotive Works, during 1964 and
1965, the manufacture of the chassis and superstructure portion is
programmed with progressively increasing indigenous content and
during 1966, the diesel engine. A start in the manufacture of the
electrical equipment is also expected to be made by Heavy Electricals
India Ltd., Bhopal, in 1966.

The indigenous content of the locomotive 1s expected to be pro-
gressively increased, ultimately reaching the level of about 909, in
the latter part of the 4th Plan. Thereafter only some specialised
items will be required to be imported.

VI. Progress of the Project (construction phase upto the end of
November 1964).

The progress of the project to the end of November 1964 is as
under:—

Propor- Propor-’t‘ pcrcamsgc ol
o tion (°,) Tdon(®,; " Col.3'%
Description of work of major sub- Wof work 3 to Col. 27

_divisions of completed
work to the " under major
work as a «* sub-divisions

whole of work
I 2 3 4
Crvil Engineering

(a) Land . . . . . 3 2790 yb 6
{b) Shops & Offices . . . 30°50 2598 85 2
{¢) Township . . . . 2450 18-57 75" 7g
Total Civil Engineering . . 58-00 47°45 B2 o
Mechanical & (Electrical)

Engineering. . . 4200 21°32 SI-G

Total (Civil & Mcchamcal) En-
ginecring . . 100-00 68:717 69 oo
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The progress on the Civil Engineering works is 82%, completgd.
while the progress on the mechanical including electrical engineering
portion is 519, completed. The overall percentage completion of the
project as a whole is 69%,, and is well in accordance with the schedule.

The project is scheduled to be completed by the end of 1965. It is
expected to achieve this target of completion.

VII. Progress in the ordering, receipt and installation of machinery

and plant.

The progress upto November 1964 is indicated in the form of a

statement below:—

Imported  Indigenous

{a) Total requirements . . .

(b) Number that were already available
with the Locomotive Component
Works and which were taken over
by D.L.W. . . .

(¢) Net requirements to be procured

(d) Machines already ordered . .

(e) Machines for which orders are yet
to be placed

(f) Machines received from out of these
ordered

&) Number of muchines, out of 996,
which have been installed.

{h) Number, which have yet to be
installed

(f) Number under installation out of

those shown against (/1) above.

1455 .
72 sB(US
Excess
machines)
1383 713
1275 644
108* 69
996 576
858 483
138
61

14

670
631
39

Norz—(i)~This leaves only 77 machines which have been received and are
awaiting installation. Out of these 77 machines. 42 are light
machines which can only be installed after erection of the heavy
machines, in order to have space for foundation, erection and
completion of flooring. The installation of machines is taken in
hand and completed, in the sequence in which they are required

and would be required, for the schedule of production,
for the factory, and the progress in the installation is in

.anned
eeping

with and in fact slightly ahead of the requirements as per the
production schedute. The whole work has been programmed in
such a manner that a!l the machines referred to above as well
as remaining machines which are to be received will be complet-

ed by September, 1965.

¢ (i1) --Orderg for these machines have been finalised and are expected

to be confirmed shortly.
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‘VIII. Anticipated cost of production of locomotives in Diesel Locomo-
tive Works year-wise.

1. The landed cost of the locomotive is Rs. 14°11 lakhs.*

2. The table below gives the anticipated cost of production in
DLW.—

1963-64 1964-65 1965-66 1966-67 1967-68
Actual
Production Schedule 4(KD) 8 (KD) 54 108 15C
10 (DLW
Manufactured)
Manufacturing cost  14-08 ) 14-08 (KD)
(in lacs of Rs.) 15727 (DLW 15°27 1419 13°5¢C
! manufac-
" tured)

*Based on ex-factory price of $245000 per locomotive.

Note: —The reason for the comparatively higher cost of production in the
inttial stages and more particularly during 1964-85 and 1965-86 i
due to the :act that till production i1s increased the incidence of
overheads including depreciation charges on assets distributed on the
production during the vear is much larger on account of the lower

- production. As production buias up. the pro rata distribution of
these charges per locomotive gets reduced and this in turn is reflected
:n the total manufacturing cost per locomntive. It wi'l be obeerved
that the manufa‘turing cost during 1967-68 when the target i

expected to be achirved. it anticipated to be lower than the landed
cos: of the locomotive.



APPENDIX VI

GOVERNMENT oOfF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

MEMORANDUM

Explanatory Notes on Excesses over Voted Grants and charged
Appropriations during 1962-63; Vide para 9 (pages 5 to 7) of
Audit Report (Railways), 1964.

General Observations:

The expenditure in 1362-63 exceeded the grants voted by the Par-
liament under five grants, as shown in detail in the enclosed An-
nexure ‘A’, as against excesses over two voted grants in 1961-62 and
-one in 1960-61. The aforesaid excesses over five voted grants are
brieflv indicated below:—

7
3156 (Aif) LS8,



(In units of Rs.)

‘Real” excess of ex- Percentage
penditure over final of excess
Final Grant grant (after taking over grant
into account mis-
classifications)
Grant No, 3\~~Rc\'enue-v-~l'ayments to worked 28,08,000 24,017 0 9%
Lines and others. isame as original grant),
Grant No. 7—Revenue -~ Working Expenses-— 86.31.39,000 87,75,029 1:0%
Operation (Fuel sincluding 3.62,871.000 Supplcmcnt;u‘)
Grant,
Grant No- I7=—Open Line Works. - Replace- 1.20040,1 7,000 $553,72.781 4°6'%,
ments, ‘including 8.60,5 4,005 Supplementary
Girants
Grrant No. 18 —Open Line Works- - Develop 22980000 19,26,45.4 0-89,
ment Fund. e av orieinal graney;
Grant No, 20 --Appropriation to Develop- 23.21,97,%) 18,84.53,425 127
ment Fund.

NI s oriintal geang

B
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2. The excess over charged appropriations occurred in two cases
as shown below (details in enclosed Annexure ‘C'), as against four
in 1961-62 and six in 1960-61:—

Final Appropriations Real excess of expen-  Percentage of
diture over final excess over
appropriations appropriations
s.  Revenue Working Expenses - 1,882,000 268 2189,
Repairs and Maintenance. ancluding 82,090

supplementary
appropriation’
17. Open Lin: Works — 22.31,070 2.79.665 12-5%
Replacements. ncluding 12.56.000
supplement iry
appropriation,

3. The excesses aver votod grants Nos. 3,7, 17 18 & 20, as reproduc-
ed in ‘he aitached Annexure ‘A’ based on the figcures shown in para
57 of Appropriation Account: 1962-63 Part I—Review and para 9 of
Audit Report (Ratlwavs)y 1961 are reguired to e regularised by the
Parliament after taking into account the items of misclassifications
in crarcs Noo 7017 and 18 as detailed in Annexure "B

4. The broad explanatvn for the excesses soven m these veneral
observanions are supplemented by explunation, o some detail swhich
foilow. In the first place. wn wtll be observed from the feires given
in the apening paragraph anse the most significan® excess oceurred
under voted prant Noo 20— Appronriation b Development Fund—to
the extent of Rs. 1885 crores, representing more than 74 per cent of
the total excess, under all the grantz and appropriations of Rs 27-48
crores. The Audit Report (Raihvave), 1964, has itself clarified (in
para 9 page 5). that this jteng 18 strictly not an item of expenditure.
The excess has been explained. onopage 6 of the Audit Report (Rail-
ways) 1964, as due, amongst other things. ‘o the increase in gross
traffic receipts which, in fact. s the chief constituent of the excess.

5. The phenomenal increase 1 the gross atle seeeipts in 1962-
63. even over what could be envisaged in the Revised Estimute fore-
casts for the vear presented to the Parliament on the basis of the
first nine months' trend of carnings. was an unprecedented feature
duce to the spurt in traffic in the closing months of the vear following
the Emergency.  The only other abnormal vear in the roent =t
though in the opposite direction— was the vear 1938-50 which was one
of particularly slow growth of economy and in which the revised
estimates and the actuals were progressively less than what had been
anticipated in the original budget ostimates. Except in these two
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years, which are now generally recognised as abnormal vears, the
actual traffic earnings as a rule have approximated remarkablv closely
to the estimates (budget or revised) notwithstanding the difficulties
of predicting, even reasonably approximately the financial effect of
suddenly changing patterns of rail traffic. The following figures for
the last seven vears for which completed accounts are available (from
the commencement of the Second Plan) support the foregoing obser-
vations:—

(In crores of rupees)

Budget Revised Actuals
Estimate Estimate
1956-57 . . - . . 345700 350°00 34757
1957-s% . . . : : 37799 384-40 37978
1958-5y . . . . 40748 194-18 39021
1959-60 . . . . . 42203 422-03 422:34
1950-61 . . . . . 4h4- 52 4353700 456-80
1961-62 . ) . . . 19902 S§D1-24 $93°50
1952-63 . . . . : 545-36 Sy 62 56079
TortaL for 7 years). . . 300129 3.59°67 3063°99

The freight tonnages lifted by the Railwayvs in the last three
months of the vear 1962-63 (January, February and March 1963)
were higher by 193 per cent, 157 per cent and 122 per cent than
what had been lifted in the same months of the previous vear respec-
tively. On the other hand, in the first nine months of 1962-63, the in-
crease over the corresponding period of the previous vear had been
only 10°5 per cent. These figures amply indicate the phenomenal
spurt in traffic and the improvement in the freight lifting capacity of
the Railways in the closing months of the year (1962-63) following the
Emergency which could not reasonably be foreseen in the Revised
Estimates of gross traffic receipts. There was also a change in the
pattern of traffic in the aforesaid last three months by way of a
greater proportion of movement of high-rated commodities, &s
shown by the overall rate of earnings from freight traffic which
came to Rs. 24.28 per tonne as against a much lower figure of Rs. 22.2
for the corresponding months of 1961-62. The unexpected increase
in traffic in the closing months of the year, including also the
increase in passenger traffic, accounts for as much as Rs. 17.17
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crores, out of the total increase of Rs. 18.85 crores over the budgeted
surplus in the revised estimates which became available for trans-
fer to the Development Fund and which figures as one of the
excesses over Voted Grants.

6. Other items, besides traffic earnings, admittedly enter also
into the calculation of the net surplus and add to the variations of
actual surplus from budgeted surplus, as happened in 1961-62 and
1960-61. These other factors, however, did not come into play in
1962-63 in which year the variation was due to traffic earnings
exceeding the estimates, on account of the unexpected spurt in
traffic in the closing months of the year. It will be seen from
the following figures of Revenue Working Expenses, that estimating
of these expenses was remarkably accurate :—

Budget Estimates o » Rs. 423.94 crores
Revised Estimates . .. Rs. 430.28
Actuals - . o Rs. 429.52

(L]

As will be readily appreciated, increase of expenses over the initial
Budget Estimates year after year, leading to Supplementar:
Demands on the basis of Revised Estimates, is inevitable when there
are post-budget developments such as fresh concessions given to
staff, post-budget increases in the price of coal and other materials,
etc. Therefore, a comparison of the actual expenses should be with
the Revised Estimates on which Supplementary Demands are based.
In 1962-63 the variation between the Revised Estimates and the
Actuals was only 76 lakhs or Rs. 430'28 lakhs, i.e., as little as 0-18
per cent. C e H

7. Apart from the excess under the voted grant No. 20 ‘Appro-
priation to Development Fund' from surplus, which is explained in
detail in the preceding paragraphs and excluding also the relatively
small excesses over voted grants Nos. 3 and 18, the significant exces-
ses are under the following two voted grants only:—

(i) Under Grant No. 7—With an unexpected increase in traffic
in closing months of the vear, as already explained, there was an
unavoidable excess, mainly on the Western Railwav. of Rs. 85.13
lakhs over the voted final grant of Rs. 86.31 crores, which represents
less than one percent excess.

(i) Under Grant No. 17.—Open Line Works—Replacements -
The excess which occurred mainly on the Central and South-
Eastern Railways of Rs. 5.68 crores, over the final grant of Rs. 120.40
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crores, represents an excess of Rs. 4'7 per cent. With very signifi-
cant and unexpected increase in transport movements during the
closing months of the year, it was only appropriate that necessary
corresponding improvement of track should be effected, through
speeding up of renewals when this became possible as a result of
greater availability of track materials.

8. The Ministry of Railways would plead that significant exces-
ses in expenditure over voted grants have not occurred since 1957-
58 when several remedial measures were adopted. Instructions
have been issued to the Railway Administrations reiterating that, in
connection with the closing of the accounts for the year 1963-64,
excesses should be strictly avoided. It is gratifying, however, that
the progressively increased pace of expenditure on works reflects the
timely implementation of the Railways' Plan Works, in order to
achieve the full approved outlav on the Railway Development Pro-
gramme in the Third Plan without lapse of sanctioned funds. It is
regretted that the extent of such increased expenditure was not
foreseen and budgeted for at the Revised Estimate stage in 1862-63.
This was due. as already explained, to the fact that it was an excep-
tional year; with the onset of the Emergency and the unexpected
spurt in traffic' which followed in the closing months of the vear,
much beyond even what could be envisaged in the Revised Esti-
mates, there was unavoidable consequential additional expenditure
under different heads such as could not be foreseen and provided
for in the Revised Estimates on the basis of which Suppltmentary
Demands for Grants were obtained.

This has been seen by Audit.

Additional Member, Finance,
Railway Board.
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Excess of Rs. 24,117 under Grant No, 3—Revenue—Payments to
Worked Lines and others (in relation to the voted final grant
of Rs. 28,08,000).

This grant relates to expenditure on account of (i) payment of
past earnings to owners of branch lines operated by and as part of
the Indian Government Railways system and (ii) payment of sub-
sidy. in respect of lines owned and worked by certain private com-
panies when their share of carnings does not give the return guaran-
teed to them on their capital. These payvments are regulated by the
relevant contracts.

The excess of a little over 24 thousands works out to about 0.9
per cent of the final grant of 28,08 thousands. The excess is made
up of a small excess of about Rs. 49 thousands under ‘net earnings
payable to worked lines’ and a minor saving of about 25 thousands
under ‘Subsidy and Rebate’. The aforesaiq excess of 49 thousands
was the aggregate of small increases in the net earnings which
became payable to certain worked lines on account of improve-
ment in the gross carnings of those lines towards the closing months
of the year over the forecast of traffic earnings-—a pronounced fea-
ture in 1962-63 for Indian Railwayvs generallv as explained in the
introductory ‘General Observations’,

The saving under ‘Subsidy and Rebate’ occurred mainly n~n the
N. F. Railway on account of payment of rebate for the vear having
had to be deferred due to certain data for calculating the amount
of rebate having not been received from the Companyv in time.

Ercess of Rs 8513308 wunder Grant No. T—Revenue—Working
Expenses—OQperations (Fuel), (in relation to the Voted final
grant of Rs. 86,31,39.000).

This grant deals with expenditure on coal and other fuel, freight
and handling charges, sales-tax, excise duty and cess on cocal and
electric current for traction purposes. The excess of about Rs. 85
lakhs is a little less than one per cent of the final grant of about
Rs. 86.31 crores, and occurred mainly on the Western Railway and
was due to adjustment of heavier debits for freight. handling
charges, etc., on fuel, incidental to the decision taken, in the context
of the Emergency, to build up reasonably adequate stocks of voc!
for operational needs; also diversions, longer leads, etc., necessita‘cd
by the pattern of traffic in the closing months of the vear.
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It was sometimes necessary to make re-bookings and diversions:
of good quality of coal, within the limits of such coal received, In
relation to increasing supplies of lower grade coal. This also result-
ed in increase under ‘Freight and Handling charges’. Against the
average monthly supply of about 55,549 wagons of lower grade coal
during the first nine months of the year, the average monthly supply
of such coal during the last three months was about 57,773 wagons;
this resulted in increased freight and handling charges towards the
closing months of the vear and could not be precisely foreseen and
taken into the revised estimates, on the basis of which the tupple-
mentary grant of 1,07.73 lakhs was obtained, further to the supple-
mentary grant of 2,55.08 lakhs obtained in November, 1962.

The expenditure on the increased stocks of coal could be accom-
modated within the budget allotment under Capital Stores Sus-
pense for the vear, but additional provision under Revenue Grant
7 was secured through supplementary Grants to cover the related
freight and incidental charges in respect of the aforesaid additional
stocks, as well as the additional coal required for consumption te
make up for the larger supply of lower grades of coal than allowed
for in the budget. The freight and incidental charges were adjust-
ed in the accounts of the year according to movement of the addi-
tional coal supplies as they actualy materialised; precise forecast of
such movements was not feasible depending as they do on actual
transport conditions from time to time, which, as already explained
changed greatly in the closing months of the year even after the
Revised Estimates stage.

As shown in Annexure ‘A’ the excess requiring regularisation
is Rs. 87.75,029 (after taking into account the erroneous adjust-
ments including Rs. 2,72,500 in respect of freight and handling char-
ges on fuel booked under Grant No. 9 instead of grant No. 7), in
relation to a Voted final grant of Rs. 86.31.39,000.

Excess of Rs. 5.67,87,142 under Grant No. 17—Open Line Works—

Replacements, (in relation to the Voted final grant of Rs. 120,40,
17,0000) .

This grant deals with expenditure on entire or partial, replace-
ments of railway assets, such as rolling stock, machinery and works.

The excess of Rs. 5.68 crores over the final grant of Rs. 120.40
crores works out 10 47 per cent and occurred mainly on the
SE(2.28 crores) and the C(1.62 crores) Railways.
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The excess was mainly under ‘Works’' (5,81 lakhs) partly offset.
by a relatively small saving under ‘Rolling Stock’ (13 lakhs).

The excess under ‘Works’ occurred chiefly due to improvement
in the supply position of steel, girders and other permanent way
materials, etc. Even over what was envisaged at the stage of
revised estimates, resulting in acceleration in the progress of
works, particularly track renewal works. A supplementary provi-
sion of 8.61 lakhs was obtained in anticipation of improved availa-
bility of permanent way materials, based on the anticipations of sup-
plies for the remaining part of the year and the trend of receipts
during the first eight months of 1962-63 as compared with that for
the corresponding pericd of 1961-62. The actual improvement in
the receipt of permanent way and other materials, however, proved
to be even better particularly during the closing months of the vear
particularly in respect of indigenous supplies as a result ‘of greater
production by the steel plants than had been forecast (3,14 lakhs).

The other factors contributing to the excess under this grant
were adjustment of debits for cost of materials, freight ctc., «nd
imported rails received by a railway in 1961-62 (2,01 lakhs), more
advance payments to certain firms for supply of materials towards
the close of the vear (31 lakhs), credits for left over materials, ete.,
not received and adjusted to the extent expected (18 iakhs) and
other minor variations (17 lakhs). There was also under-estimation
of provision to the extent of about 25 lakhs in respect of certain
items of expenditure in the final estimates. Against these excesses,
there was a saving of 13 lakhs under '‘Rolling Stock’ representing the
aggregate of minor variations,

After excluding the net amount of “Misclassifications™ as detailed
in Annexure ‘B’ the excess actually requiring regularisation by the
Parliament works upto Rs. 553.72.781, in relation to a voted final
grant of Rs. 1.20.40.17,000.

Excess of Rs. 1794251 under Grant No. 18—Open Line Works—
Development Fund, (in relation to the Voted final grant of
Rs. 22,98,00,000).

The excess of about Rs. 18 lakhs under this head was less than
one per cent of the total allotment of Rs. 22,98 lakhs. The increase
was chiefly the aggregate of three small excesses, namely (i) increas-
ed pace of cxpenditure on works consequent upon receipt of more
materials and adjustment of debits thevefore (7 lakhs), (i) credits for
certain surplus materials not received to the extent expected (9
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lakhs) and (iii) certain expenditure relating to grant No. 16 having
been inadvertently adjusted under this grant (2 lakhs).

These excesses being the aggregate of small variations on the diffe-
rent railways do not call for any special remarks. Inciuding the
net amount of misclassification, the excess actually requiring regu-
larisation by the Parliament comes to only Rs. 1926454 in relation
to a voted grant of Rs. 22.98.00,000,

Excess of Rs. 188453425 unde) Grant No. 20—Appropriation to
Development Fund. (in relation to the wvoted final grant of
Rs. 23,21,97,000) .

Although technically this is an excess over the grant voted by
the Parliamen!. it actually relates to the Appropriation to the De-
velopment Fund of the surplus for the year available as the close
of the vear’s accounts. In dealing with this excess, therefore, allow-
ance has to be made for the fact that the quantum of the net Rail-
way surplus represents the net effect of the various factors, including
earnings. affecting the Railway Budget, precise control over which
is not feasible. At the time of the original budge!, a surplug of
Rs. 23-22 crores was anticipated. and this was proposed to be appro-
priated wholly to the Development Fund. The surplus expected at
the stage of the revised estimates was about Rs. 2320 crores which
was practically the same as that anticipated at the time of original
budget. The actual surplus at the close of the vear, however, was
Rs. 4206 crores, and this was appropriated to the Development Fund
thus resul'ing in the aforesaid excess of Rx. 1685 crores.

The increase in surplus resulted chiefly from:—

{1) Substantial improvement in the gross traflic receipts over
the Budget anticipations particularly in Goods Traffic,
attributable to spurt in traffic during the last months of
the year 1962-63 after the cmergency gnd the relative
preponderance in the moment of high rated com-
modities as explained in the introductory ‘General
Observations’ (Rs. 21'43 crores).

(ii) Less expenditure on ‘Open Line Works—Revenue’, mainly
due to shortfall in supply of certain materials and re-
phasing of works, etc. (Rs. 1:55 crores),

(iii) Increase under ‘Miscellaneous Receipts’ on account of
transfer under this head of Government contribution to
Provident Fund accounts of the emplovees opting for
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pensionary form of retirement benefit; it was not en-
visaged at the time of budget that any further accretion
of the aforesaid nature would occur to Revenue during
the year under review as the last date of option was to
expire on 31st December, 1961. As a result, however, of
the extension of the date of option upto 31st March, 1963,
some more serving employees opted for pension during
1962-63, and thus an additional amount representing the
accumulated Government contribution and interest
thereon in the Provident Fund Accounts of further
oplees during the vear reverted to the Government and
caused thus fortituous increase under ‘Miscellaneous
receipts’ (Rs. 76 lakhs),

(iv) Shortfall in paymen: of dividend to General Revenues due
to the tctal Capital Qutlay on which dividend is payable,
being less than what had been anticipated in the Budget
Estimates (Rs. 59 lakhs), and

(v) Minor decrease under ‘Miscellaneous Expenditure’ (Rs. 9
lakhs).

As against the foregoing f{actors, there was an increase of Rs. 3 50
crores under Working Expenses, resulting mainly from (a) post-
budgetary enhancement in the price of coal and higher rate of con-
sumption of coal consequent upon larger supply of lnwer grades of
coal and increased movements instituted by the Emergency (c.f. sub-
para (i) Supra). (b) post-budgetary decision to credit Government
contribution to Provident Fund Accounts of such temporary em-
ployees as had completed three years of service and as had been
appointed before 15th November. 1957, new entrants from which
date only were compulsorily brought under the pension scheme of
retirement benefits, (¢) raising of Special Emergency Reserve of
Railway Protection Force for safeguarding of Railway Traffic, Work-
shops and other Railway installations and (d) post-budgetary de-
cision to sanction ‘night duty allowance’ to certain categories of staff
in pursuance of the Pay Commission’s recommendations.

Excess of Rs. 268 under charged Appropriation No. 5—Revenue—
Repairs and Maintenance (in relation to the charged final appro-
priation of Rs. 1,82,000).

The excess of Rs. 268 is just 0° 15 per cent. of the final appropria-
tion of 1,82 thousand. This was due to rounding off. the actual
expenditure was Rs. 1.82.268, against the provision of Rs 1,82,000,
made in thousands of rupees.
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Excess of Rs. 2,79,665 over Appropriation No. 17.—Open Line Works—-
Replacements.

This excess resulted mainly because on one zonal railway pay-
ment of Rs. 394 thousand, was arrangeqd through a cheque in favour
of the Collector, Varanasi, who was the Land Acquisition Officer in
respect of Compansation for certain land being acquired by the
State Government for that railway as decreed by the Additional
District Judge, Varanasi. The funds for this payment had inadver-
tently been retained by the railway under Capital voted, upto the
final modification stage; but the payment on this account was adjust-
ed as ‘charged’ and this resulted in an excess of 3,53 thousands under
the ‘charged’ appropriation on that Railway as funds to cover this
payment were omitted to be obtained. This excess was partly offset
by savings of minor magnitude on the other zonal railways and
resulted in the overall excess of Rs. 2,79,665 indicated above. The
question of allocation of such payments has been further gone into
by the Ministry of Railways and the attention of the Railways con-
cerned has been drawn to the imperative need for rigid observance of
the statutory provisions in regard to the correct provision of funds
for and booking of, charged expenditure.




ANNEXURE ‘A’

Statement showing Excess over voted Grants as showen m pava 9 of the Ralway Audit Report, 1964, as well as excesses worked

our afier tak ve e account, wems of Misclassificatons.

(Figures in Units of rupees)

S. No. & name of Original Grant Supplemcen- Final Expenditure  Excess Real Excess %age of %age of
No. Grant tary Grant Grant after taking [Excess real
into account {Col. 6 excess
misclassifica- to (Col. 7 to
tion® Col. 4) Col. 4)
1 2 3 i 5 6 8 9
1. 3—Revenue—Payments
to worked lines and
others . . 28,08,000 .. 28,08,000 28,32,117 24017 24,117 ©0'9 09
2. 7—Revenue  Working
Expenses—Operation
(Fuel) . . 82,68,58,000 3,62,81,000 86,31,39,000 87,16,52.309 85,13,309 87,75,029 1°0 1°0
3. 17—Open Line Works—
Replacements . 1,11,79,63,000 8,60,54,000 120,40.17.000 126,08,04,142  567,87,142 5.53,72,781 47 46
4. 18—Open Line Works—
Development Fund 22,98,00,000 22,98,00,000 23,15,9:4:251  17,94:251 19,26,454 0°8 o8
5. 20—Appropriation to
81°2 8r1-2

Development Fund 23,21,97,000

23,21,97,000 42,00,50,425 18,84:53,425 18,84:53:425

611



ANNEXURE ‘B
Grant No. 7—Revenue—Working Expenses—Operation (Fuel)

S. No. Particulars Amount

1 Excess shown in the Appropriation Accounts . . 85.13,309
2 {(a) Deduct:

(i) Expenditure relating to Grant 5 booked under

Grant 7 - . . . . . . 9,228
7ii) Credits relating to Grant 7 booked under Grant 9 4,646
ToraL 13,87:

‘b Add )

Expenditure relating to grant 7 booked under
grant 9 {Rs. 2,72,500) and grant s (Rs. 3,094 2,75.594

Real excess to be regularised by Parliament.

‘1:—273,--2/b;

R7,75.02.
Grant 17—0pen Lne Works—Replacemenis
S. No. Particulars Amount
1 Excess shown in the Appropriation Accounts §,67.87,142
2 fa Deduct:
iy Expenditure relating to grant 16 (Rs. 11,69,000 -
Rs. 28,113 ~Rs. 21,000 -Rs«. 225, grant 18
‘Rs. 1,40,682;, grant 14 (Rs. 12,983 . and gr‘mt s
/Rs. 10,000}, booked under grant 17 13,580,003
{iiy Credits relating to grant 17 booked under grant
18 - . . . . . . . 1,60,792
fiiiy Credit relating to grant 17 booked under Earn-
ngs . . . . 728
Toral 15,410,523
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Particulars Amount

(b) Add : L]

(1) Expenditure relating to grant 17 booked under grant

18 (Rs. 46,583 -+ Rs. 13, 964), grant 8 (Rs. §,359)

and grant § (Rs. 3,222) . . 71,128
(1) Wrong adjustment of certain crcdxt as reductmn

of expenditure instead of credits or recoveries out-

side the scope of the grant . . . , , 50,802

{n1) Lixpenditure relating to grant 17 booked under
grant 9 . . . . . . 5,232
Torarn - 1,27,162

Real Excess to be regularised by Parliament | .
(D=2 20by ) . . ) . . “ 0 %,53.72,781

4

Grant 18—COpen Line Works—Develuopment Fond

S. Particulars Amount
No.
1 Excess shown in the Appropriation Accounts . . 17.94.281
2 fay Deduct
ti Expenditure relinng o zrant 16 Rs 198072
grant 17 R gh.583 - Rso 15064 and grant s
R 6,151 . 0. Mr«J under grant 18 2.A3.770
iy Credis relating to grant N booked under grant
13 . . v . . . . . 2,086
qpey Credits relattg o grant 18 booked under Earn-
ngs . . . . . . . 15,418
Torar 281,274
(b Add .
Expenditure relating to grant 183 booked under grant
17:RS 140,082 andgrant §/Rs. 42,370} . . 1.83.082
frs Wrong adjustinent ot certain credit as reduction
of expenditure wstead of credits or recoveries out-
side the scope of the grant . . . 659,613
{m) Cradits relating to grant 1~ booked under grant
18 . . ‘ ‘ : . : 1,60.792
TFogar . ;H,.;"'
Real excess toberegulansed by Parlioment.
() =-2{a; - 2ib, . . . : 1,26.454



ANNEXURE ‘C’

Statement shotwing Excess over charged Appropriations as shown in para 9 of the Railway Audit Report 1964, as well as
excess after raking mto accownr items of misclassifications.

(Figures in Units of rupees)

S. No. & name of the Original  Supplemen-

Final Expenditure Excess  Real Excess “,age of %age of
No.  Appropriation Appropria-  tary Appro- \ppropria- after taking excess real
tion priation tion

into account  of excess |
misclassifi- (Col. 6 (Col. 71to
cation. to Col. 4) Col. 4)

I 2 3 4 5 6 7 8 9
1. §—Revenue—Working
Expenses—Repairs
and Maintcnance. . 1.00,000 82,000 1,82,000 1,82,268 268 268 0-15 o-15§
. 17—QOpen Line Works—
Replacements . . 9,75,000 12,56,000 22.31,000 25:10,605 2,79,665

2,79,665 I2°5 12°5

[ +48



APPENDIX VII

GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Para 11 of Audit Report (Railways), 1964—Assumption of common
carrier’s liability.

Points raised:.

(a) Amount paid on account of the enlarged liability during the
full year 1962-63 and also 1963-84, compared to the total compensa-
tion for claims payable.

(b) Details of claims paid on account of pilferages from sugar
consignments at Kantapukur and those paid for pilferages as a
whole during the vears 1959-60 to 1963-64.

Reply:

Statements are attached giving the relevant informatinn.

123
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AN A N -

Item No. (A

Starement showing the amonunt pard on account of the enlarged liability during the full year 1962-63 and also
1963-64. compared to the 1otal compensation for claims payable.

Name of Railway

Central

Eastern

Northern

North Eastern
Northeast Frontier
Southern

South Eastern
Western

Torat

Total com-

Amount paid

Percentage Total com- Amount paid Percentage

pensation  on account of  of column  pensation on account  of column
paid for assumption 3to2 paid for of assump- 6tos
claims in  of enlarged claims in tion of
1962-63 liability in 1963-64 enlarged
1962-63 liability in
1963-64
2} (3 (4) (s) (6) (7)
Rs. Rs. Rs. Rs.
58.56.196 70,444 1-20 68,37,411 24,523 0-36
54.62,765 2,71.502 497  68,70,371 445,425 6-48
57:72,469 33.702 0-58  78,05,259 33,004 0-42
18,09,167 9,717 0'54  27,67,035 2,414 0-09
27.08.144 12,772 0-34 22,70,706 1,897 0-08
41,75,733 1.16,071 2-78  47,75,156 63,663 1-33
78,19,624 6,992 o-10 70,34,284 1,87,433 265
73,37,044 80,642 1'10 95,83,334 1,01,084 1-05
_h1938.142 601842 140 4,79,43,556 8,59,443 1-79

¥et



Item No. (B)

Statement showing detarls of clutms paid on account of pilferages from sugar consignmenis at Kaniapukur and those paid for
pilferages as a whole during the vears 1959-60 to 196364

Kantapukur Shed

LEastern Railway as a

Percentage of cases at

whole Kantapukur to cases on
entire Eastern Railway
Year No. of Amount No. of Amount
claims paid claims paid. No. of Amount
paid paid claims paid
paid
Rs. Rs.
1959~60 3,019 3.71,264 9,480 11,21,537 31-84 33-10
1960-61 3.478 3,30,849 14,810 14,92,902 23-48 22-16
1961-62 4,491 4,65,079 15,475 15,28,877 29-02 30:42
1962-63 4,736 8,86,723 15,989 20,81,277 29-62 4260
1963-64 6,069 10,23,212 18,316 24,85,484 33°13 41-16

-

&



APPENDIX VIII
(GOVERNMENT OF INDIA

MINISTRY OF RAILWAYS (RAILWAY BOARD)

Points arising of the evidence tendered before the Public Accounts
Committee

Para 14—Northeast Frontier Railway—Extra exrpenditure caused by
changing the Zonal Contract System into Area Contract System,

Point (1):

It was stated during evidence that the zonal rates were unwork-
able in the previous vear and for that reason many of the works
could not be carried out. A statement showing (i) the amount of
work required to be done and (ii) that actually done by the zonal
contractors on the N.F. Railway during the vear 1961-62 may be
furnished.

Reply:

The point apparently has arisen out of the following extracts of
the N.F. Railway Chief Engineer’s note read out during the course
of evidence: —

“It is stated that zonel rates in last year were extraordinarily
low with the result that contractors were not able to
push on with as manv works as it would have been
desirable to get through. In fact the rates in some cases

”

were unworkable. .. .. .".

Since the Area Contract System was in force between 1-12-61 and
30-9-62. the information required by the Committee is presumably
with reference to the zonal year from 1-10-60 to 30-11-61. i.e. just
prior to the introduction of the Area Contract System. In that
context the relevant information for zonal vyear from 1-10-60 to
30-11-61 is as follows:—

fa) Value of the work required 10 be done by the Zonal Ry,
contractors . . . 84.97,802
(b) Value of the works actuall) donc b\ thc Zonal con-
tractors ‘ , . ‘ ) , . 65,63,251
Point (2):

Copies of the relevant correspondence, namely (i) remarks of
the F.A. & C.AO. conveyed to the Railway Administration during

126
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September and November 1961, (ii) Railway Administration’s letter
to the Railway Board written in January 1962, (iii) F.A. & C.A.O/s
D.O. letter to the Financial Commissioner dated February 1962, and
(iv) Railway Board'’s reply of March 1962, may be furnished.
Reply:

A copy each of the relevant correspondence is attached wvide
Annexures A, B, C & D.

[Note.—The remarks of the F.A. & C.A.O. on the relevant subject
were conveyed to the Administration in Sept. 1961 only and he did
not offer any further remarks in Nov. 1961.]

Point (3):

A statement showing the works executed under the zonal system
on the Railway from 1-4-1962 to 30-9-1962, indicating (i) the amount
paid to the zonal contractor and (ii) the amount which would have
been paid had the works been executed under the area contract sys-
tem may be furnished.

Reply:

As already clarified earlier, the Area Contract System was in
force between 1-12-61 and 30-9-62. The following information show-
ing the value of works executed during the period from 1-4-62 to
30-9-62 under the Area Contract System and the amount that would
have been payable had the works been executed at the Zonal rates
for the zonal vears 1960-61 and 1962-63 is furnished for facility of
comparison: —

Rs.
{a) Amount paid tothe Area Contractors . 28,72,148
{b) Amount which would have been payable had the
works been executed at the Zonal rates for the
Zonal years—
{r) 1-10-60 t0 30-11-61 . . . . . 22,64,422
(i} 1-10-62 10 30-9-63 : . : , . 24,81,801

Point (4):

In March, 1962 the Railway Board advised the Railway Adminis-
tration to adopt the area contract svstem only if it was advanta-
geous. What happened to the work orders pending on that date?
How many of these orders were continued till October 19627
Reply:

fa) No. of Work Orders issued upto 21-3-62 under area  Nox.

contract system . . 1580
{h) No. of Workordcrsmmpleled\mhm3l 3-62 . 480
{¢) No. of work orders issued before March. 1962 but

completed by 30-9-62 . . 976

{d) No. of work orders issued betore \Aarv.h 1962 bur
not completed . . 154



ANNEXURE ‘&’
Copies of F.A. & C.A.O’s notes

In concluding para of C.E.’s note it is stated that calculation are
based on tendered rates for works, which were accepted during the
period from 1st June 1960 to 31st May 1961. Any special works which
have been omitted from these calculations should be pointed out to
the C.E. for inclusion therein.

» 2. The consumer’s price for working class was 119°7 on the aver-
age during the period from Dec., 1959 to May, 1960 and 123-5 for
the period from Dec. 1960 to May. 1961. Thus there is an increase of
about 4% whereas the increase in the proposed area rates compared
with the average of the zonal rates for the whole district for the
period ending 30th September. 1961 is much higher. The statistics of
increase in respect of three districts which have so far been checked
viz., Haflong, Dibrugarh and XEN/Con. is shown below: —

District Arearate Average zonal rate for the Percentage
proposed period ending 30-9-1961 increase
for the

period
ending
30-9-62
1 2 3 4

‘a} (i) Haflong 799,
Sub-Divn.’| above 7

SR
{ii)} Badarpur 710, » For maintenance works 64%, (Average!
Sub-Divn. above S.R. for new work
above SR | §8¢. above SR.
by1 DBRT . 75% o
Sub-Divn.  above }
Zonal {
area »average of the zonal rate 289,
B I 37.33 ¢, which is based
fi; Mariani . 749 | onthe average tender rates
Sub-Divn. above Zonsl | for repairs and maintenance
area ] and new works.
{c) XEN/CON 96°, 26-85 ¢, for repairs works 47Y,
PNO above and 22-5%, for new works.
Schedule
of rate.

128



3. The schedule of rate current on this Railway contains labour
rates only except for rates of Kutcha quarters which are labour and
material ones. The Railway Board in their letter of 13-4-61 say that
percentage increase or decrease over the schedule of rates for pur-
pose of fixation of area rates should be computed on the basis of
tendered rates for special work in the area in the previous 12 months.
The rates obtained for special works can be applied in fixing area
rates had the tenders for special works been invited at percentage
cost above or below the schedule of rates. The tenders for special
works were however invited for the cost of complete work (Labour
and material) on the basis of special Schedules attached to the
tenders. For example see tender rates for ‘Construction of Cash
Office with its Ancillary Works at Pandu.’

4, Thus the tendered percentages in respect of special works
have been calculated with reference to Labour and material costis
provided in the connected estimate. The application of these per-
contages which have relation to the cost provided in the estimate
over the rates in the schedule for calculating area rates will not be
enrrect. Board’s letter of 13-4-1961 says that area rates should be
fixed on the basis of accepted tendered rates for special works and
other relevant factors, The factor described above ri:. iender per-
contages for special works based on estimated cost is very vital one
and has to be taken into account. The appropriate method tn fix
orea rates will, therefore, be to increase the average rates prevailing
'n the particular area for the period ended 30-9-61 by 4¢. represent-
ing the increase in Consumer's price for working class mentioned
above.  If this is adopted the area rates will work as shown below
apainst those proposed by the CE.

Rarte worked out at 4°,
increase over the aver-

Arca Rate proposed by age rates for the Dis-
C.E trict for the period
ending 30--9--1961.
(a1 Haflong ~g"  above S.R. 63-5°¢
Sub-divn,
1} BPB Sub-Divn "L Do, 635",
bt iy DBR'T Sub-divn EEN R-T27
1) Mariani Do 2 R 82
{¢- XEN 'CONPNO L 22-§Y,,
SAO/F
FA&CAO.

The above may be pointed out to C.E The econmmic work-
ing of the Zonal svstem over the Area svstem mav also have
to be made known to the Roflway Board.

Sd/-FA & CAO.
12-9-1961.
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As the Chief Engineer is not agreeable to calculate the area rates
by allowing increase of 4% over the zonal rates for the period end-
ing 30-9-1961 his proposal to adopt the area rates for the 3 Districts
as shown in col. 2 of the table under para 2 of my note dated 8-9-61
may be accepted. The extra payment inyvolveq as a result of increase
in area rates proposed by C.E. as compared with rates for the period
ending 30-9-61 will be as follows:—

Haflong District . . . . . . . 73,418
DBRT . . . . . ) ) 8,10,989
XEN (Const.) (PNO-GHY) : . . 6,67,976
(area) —
15,52,383
G.M.’s sanction will be necessary for the proposed area rates.
Sd/- SAO/F
14-8-1961

In view of the circumstances explained by the CE Area Rate
system which the Railway Board wanted to implement may be
adopted. This involved extra cost as brought out by SAO/F. G.M.'s
sanction may be obtained.

Sd/- FA & CAO.
15-9-1961

[Note—The remarks of the F.A. & CAO on the relevan{ subject
were conveyed to the Admn. in Sept./61 only and he did not offer
any further remarks in Nov./61.]



ANNEXURE ‘B

Copy of confidential letter No. W/SS/Con/28 dated 6-1-1962 from
G.M,, NF. Rly. addressed to the Railway Board, New Delhi.

Sus.—Fixation of Area Rates for the period 1-10-1961 to 30-9-1962.

In terms of Railway Board’s letter No. 58/ WII/CT, 119 dated 6-10-
60 and even number dated 13-4-61 Area Rates were fixed on the
percentage increase above the schedule of rates on the back-ground
of accepted tender rates for special works in the areas. In consulta-
tion with FA&CAOQO the rates were sanctioned by the General
Manager. While concurring to the area rates, the FA & CAO stated
that extra payment involved as a result of area rates as compared
with the rates for the period ending 30-9-61 will be as follows:—

Rs

Haflong District ) ‘ . ) . 73,418
Dibrugarh District ) . . . 8,10,989
XEN (Construction) (Pandu-Gauhati Area’ . 6,67,976
Katihar District . . . . . 37,515
Siliguri District . . . . . $:33,983
Bongaigaon District . , . . ) 11,22,000
Lumding District . . . ) . 2,83,797

35,29,678

Though the Area Rates were fixed no contractors were forthcom-
ing for works in the entire Katihar District and in Majbat Sub-
division of Bongaigaon District, for which Zonal tenders have been
called, whereas for works under XEN/Construction in Pandu-
(Gauhati area several contractors offered to work at a lower rate
than fixed, and in consultation with the FA & CAO the rate pre-
viously fixed has been reduced accordingly. Board’s approval for
working on Zonal system in the Katihar Engineering district was
requested in Shri Venkataraman's D.O. No. W:362/198(A) dated
14-12-61 to Shri M. R. Reddy. The General Manager has since ac-
corded sanction to the letting out of work in the Katihar Engineer-
ing district on the zonal system. Board’s approval for working on
Zonal system in the Katihar Engineering District and the majbat

Sub-division of the Bongaigaon Engineering District may please be
obetained and communicated early.
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ANNEXURE 'C

Extract of Para 10 of F.A. & C.A.O.s quarterly D.O. letter No. FA/
57/36/20 dated 17-2-62 to the Financial Commissioner, Railway
Board.

10. Introduction of Area Rates,

Prior 10 1-10-61 ordinary repairs and maintenance works and new
minor works of contract value of Rs. 25,000 each or below were
awarded to Contractors on the basis of competitive tenders.
Except for kutcha quarters the schedule of rates in force on this
Railway contains labour rates only and materials are issued by the
Railwav to the contractors for use on the works so let. For this
purpose the Railway was divided into 57 zones. In implementation
¢i the resolution recorded at the C.E.s Conference at Simla in June
1960, it was decided by the Board ride their letter No. 58/WII. CT/19
dated 6-10-60 that thev have no objection to the Railways following
the zonal system to uadopt the area contract system which is in force
cn tha Eastern Railway, of having more than one contractor to casry
¢4t works in each area at fixed rates and that the fixed rates re-
presenting the percentage increase or decrease over the Schedule
of rates for each area should be decided by the C.E. in consultation
with FA & CAO on the basis of tendered rates for special works in
the area accepted during the last 12 months. The adoption of area
contract as syvstem from 1-10-61 on the basis of fixed rates described
above as opposed to rates fixed on the basis of competitive tenders
s likely to result 1p extra payment! of about 35 lakhs as compared
with the pavments during the vear ended 30-9-61. The increase .n
raies over last year is partlv attributable to increase of about 47
in the Consumer’s Price for working class. The increase due to this
factor works out to Rs. 1'4 lakhs approximatelv out of Rs. 35 lakhs.
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ANNEXURE ‘D’

Copy of Railway Board's leter No. 61/WII/CT/94 dated 12-3-62 to
G.M., N. F. Rly., Pandu.

Sus.—Introduction of area system on N. F. Rly., instead of zonal
system.

Rer.—~Your letter No. W/SS/Con/28 dated 6-1-62.

Please refer your above quoted letter. It is stated in this letter
that in terms of Railway Board’s letter No. 58 WII/CT 19 dated 6-
10-60 the area system of contracts were adopted on your Raiiway.
The Board's letter quoted only permitted the railway to edopi area
system of Contracts if considered advantageous. It is not. therefore,
clear how your railway took that this circular is an order to change
over to area system of contracts. In view of the fact that the rA &
CAO considered that a loss of Rs. 35 lakhs per annum would result,
if the area system was adopted the Railway Board are unaole to
understand why your railway still decided to adopt the area system
of contracts or how the FA & CAO concerned in the same. De'ailed
remarks may please be furnished in this case.

It is also not understood why the Railway Board has been asked
to permit of your change over to Zonal system as the circular of the
Railway Board referred to by vou did not at all restrict the Railway
choice in deciding whether to adopt Zonal or area contract svstem.
It may please be clarified why vour FA & CAO considers that the
Railway Board's permission would be necessary before the area
svstem of contracts should be replaced by Zonal system of contracts
for certain districts.

An early reply is requested. You are also requested to refer to
this office letters of even number dated 16th Jan./62 and to answer
the specific points raised in that letter as a report in this connection
has been asked for at a high level.
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APPENDIX 1X
MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Para 15—Northern Railway—Extra payment to a handling contractor
Points raised:

(1) A statement showing the number of disputes arising out of
commerical contracts which were referred to arbitration during the
last five years indicating as to how many cases went in favour of
Railways and how many went against them mayv be furnished.

Reply:
The relevant information is furnished below:—

‘{A} Number of cases arising out of commercial
contracts referred to arbitration during the
last five vears 11959-60 to 1963-64) . 43 cases

{B) Cases which were decided against the Rail-
way in Arbitration—

{i) Number . . . . . . 25 cases
fii) Amount claimed against the Railway . Rs.26-71 lakhs
‘iii’ Amount awarded against the Railway . Rs. 10-47 lakhs

Note
The amount awarded represents 39. 5%, of the amount claimed.

{C) Number of cases which were decided in fay-
our of the Railway —

i) Number 2
‘it; Amount claimed against the Railway which
was totally disallowed . . . Rs. 11:95 lakhs

Note

Of the two cases one related to Northern Railwav and  involved a
claim for Rs. ¢-96 lakhs.

‘DY No. of cases which are still under reference to the arbitrator —

{1} Number ) ) . . . .16
i1y Amount claimed against the Railway . Rs.37:32 lukhs
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(2) The irregular payments made to the contractor came to the
notice of the Administration in August 1957, but the recoveries were
started only in August 1958. What were the reasons for one year's
delay?

Reply:

A chronological account of the action taken by the Northern
Railway Administration during the period August 1957 to April 1958
is given in Annexure.

The bills submitted by the contractor for the months, Marzh,
1958 and earlier, were required to be recast by the Station Masters
as per the decision taken at the meeting held in April 1958 on maund-
age basis in respect of TR/CR vans and other subsequent bills sub-
mitted by the contractor were modified in the D.S.'s office. The
first recovery of Rs. 5.000 was made in June 1958 and a total sum of
Rs. 30.000 was recovered from the bills for the months March 1958
to August 1958, the last instalment of Rs. 5.000 being recovered from
the bills for August 1958 in the month of November 1958.

(3) In pursuance of the recommendation of the Public Accounts
Committee made in their 13th Report (Third Lok Sabha) it was
stated that instructions had been issued to Administrations to en-
sure that cases were not taken to arbitration without proper review
being carried out at suitable level. At what level was the case
referred to in this para considered before it wae referred to arbitra-
tion and later on to the court of law?

Reply:

The instructions referred to in this para requiring the railways
to ensure that cases were not taken to arbitration without proper
review being carried out at suitable level were issued during July
1963. In the present case. the arbitrator was appointed earlier.

However, in this case, the approval of the General Manager was
obtained: —

(i) for referring the dispute to arbitration;

(i1) for contesting the Arbitrator’'s award before the District
Court; and

(iii) for filing an appeal in the High Court against the decision
of the District Court approving the award.



ANNEXURE

Chronological Account of the action taken by the Railway
Administration during the period from 21st August, 1957 to
18th April, 1958.

14.8.57

[ &)
-
Nl
w
-3

23.8.57

22/26.8.57
26.8.57

3.9.57

D.A.O. Bikaner while examining the August Review of
Grant No. 8 noticed that the expenditure on the
handling work. was being incurred much more than the
estimated amount and felt that contractor was being
excess paid for handling of TR/CR vans. He reported
the matter to Dv. FA.

Inspection of Suratgarh station was carried out by
D.A.O. Bikaner and it was noticed thmat the contractor
was being paid both for Inward and Outward TR/CR
vans. which was irregular and resulted in overpavment
1o contractor.

Copy of the report was sent to D.C.S. Bikaner by D.A.O.
Bikaner for examimation and recovering excess pavment
from the contractor.

Dv. F.A. referred the matter to Dyv. CCS/G for remarks.

D.A.O. Bikaner reported to Dv. CAO/T and Dy. F.A.
abou' the excess pavment to the contractor due to pay-
ment of van rate at non-repacking stations and pay-
ment for the double operations of the vans i.e. separately
for inward and outward vans.

D.AO. Bikaner sent copyv of this D.O. nf 26th August,
1957 to DCS-BKN for necessary action.

AAO./T Jodhpur to whom, the work of payment of
handling bills was subsequently transferred from D.A.O.-
BK.N. also pointed out irregularity in pivment to the
contractor. to the DCS-BKN. The irregularities were
the same as pointed in DAO-BKN'’s letter of 26th August.
1957.

DCS-BKN advised DAO-BKN and AAQ/TA to make
50¢; provisional pavment instead of 90% payment in
future. till a final decision is taken.
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4.9.57 DAO-BKN enclosed a copy of DCS letter of 3rd Septem-
ber, 1957 and asked for further instructions from AAO/
TA,

5.9.57 AAO-TA directed DAO-BKN to make 50 percent provi-
sional payment till a fine decision was made.

20.9.57 Contractor represented against 50, provisional payment
and it was decided by DCS Bikaner and AAO-TA
Jodhpur tha: the contractor be paid at 907 provisional
pavment, as provided in the Agreement.

857 Dy. CCS/G passed on Dy. FA'= D.O. of 22/26th August,
(no date) 1957 together with its enclosures to DS-Bikaner for
remarks.

15.10.57 D.O. reminder from Dv. FA to Dv. CCS/G for reply to
his D.O. leiter of 22/26th August. 1957

281057 AAQ/TA sent o copyv of DCS-Bikaner's letter of %h
September, 1957 to SAOTA DKZ f{or copies nf the
mstructions sed by his office tor checking the items
ol van rates

281157 Another DO reminder from Dv. FA 1 Dv CCS/G, for
reply to s DO of 22726th August, 1957

6.1257 An ntenim reply from Dv. CCS'G 1o Dy, FA  stating
that the matier was under examination,

121257 AAO-TA Jodhpurs DO remunder 10 SAO-DKZ for
reply to s letter of 28th Qclober, 1957

28.158  Another DO fetier from Dy, FA 0 Dv. CCS G in refer-
rence to the latter < nterim reply of 6th December, 1957,

s
(&1
S

A jomnt report was subautied by the Sr. ICG and TIC
Rewar:. on the points of dispute with the contractor.

17358 A copy of the report was sent by SAO T 1o ANO TA
Judhpur for remearks

23358 Another DO remunder from FA & CAQO to CCS for a
reply to Dv. FA's DO leiter of 22726th August, 1957,

24358 AAO/TA Jodhpur's DO, 1o SAO T tor hus comments on
the joint report of Sr ICG & TIC Rewarn It was also
proposed that a meeting of DCS-BKN. Divl.  Audit
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Officer, Bikaner, AAO-TA might be held to discuss the
controversial issues.

18.4.58 Meeting held on 18th April and 19th April, 1958,
between Traffic Accounts Officer Delhi Kishanganj,
DCS-Bikaner and Divisional Audit Officer and AAO-TA
Jodhpur. It was decided that pending confirmation by
Headquarters Office, the contractor should be paid van
rate at repacking stations only and

2. At repacking stations, only one operation should be
paid. It was also decided that the bills for the period
from 1st April, 1957 should be recast and excess payment
recovered from the contractor.



APPENDIX X

GOVERNMENT oF INDIA

MINISTRY OF RAILWAYS (RAILWAY BOARD)

Points arising out of the evidence tendered before the Public Accounts
Committee
Para 22—Western Railway—Infructuous expenditure on providing
a Weighbridge.

Point:

A statement showing the details of the weigh-bridges which have
been purchased but not yet installed, in respect of all the Railways
may be furnished. The statement may include the dates of purchase,
the price paid, the names of stations for which they were purchased
and the reasons for the delay in installation.

Reply:

A statement furnishing the information in respect of all the Indian
Railways is attached.
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Statement showing (1) Date of Purchase of the Weighbridge (5) Cost o{h:‘):: W eighbridge (1if) Stations for which Purchased and (iv) the reasons for the
1y .

Railway Date of purchase Cost of the Stations for which they Reasons for the dealy
Weighbridge were purchased
Eastern 4 Weighbridges delivered bet- Rs. 67,684 for 1t at Sitarampur Due to change in the pattern of traffic and

North Eastern

-

ween Aug. 59 & October, 1960.

8 Weighbridges delivered on

May

January

- oy e pm e

each weigh- 1 at Asansol
bridge. 1 at Dugda
t at Pathardih
Rs. 9,750 Gormakhpur Stores Depot ,
Rs. 30,000 Gonda

Rs. s5,000 Chupra Jn.

Re. 30,000 Muzsaffarpur
Rs. 30,000 Gorakhpur
Rs. 5,000 Narkatisganj
Rs. $7,000 Bareilly City
Rs. $5.000 Gathara Yard

the introduction of BOX wagons for load-
ing coal, the locations had to be altered.
lt was, therefore, decided to utilize the

cighbridges at Bnraknr Ray, Kusunda
and Pathardih. ‘mghlmdgeo are
expected to be installed shortly.

There was a considerablet time lag between

programming and actual supply of these
machines. Pattern or traffic also changed
due to the growth of Manduadih and
Gﬂhm transhipments. It was decided

n May 1961 that weighment of wagons
shnuld be climinated to the maximum
extent possible to improve wagon turn
round. In thi s context the decision taken
previously had to be modified to suit the
changed conditions, which resulted in the
location of seven out of the cight Weigh-
bridges being changed, onec at Chuprs

ovl



Sotuh Eastern

Western

Southern

Nil
August  §6
April 64

s delivered on various dates as
follows :

1 on 3-2-63

Nil

38,000
approx.

88,185

64,869

Nil
Warrangal

Ahmedabad

Hubli Workshop

alone remaining unchanged. From

latest information available, six out of
cight Weighbridges are cxpected o
installed in another six to twelve mont

Nil

Ez%%

There was some initial delay connected with

the preliminaries in the finalisation of
estimates ¢tc. and when the work of in-
pattern of trfhc st Warrangal bad changed
pattern o C at

considerably and the original justification
for the isi of a weighbridge
Wa station did not any more
as the uwaffic that was required to
weighed vis. timber and bamboos

app
decided to instal the weighbridge at Kazi-
Kct The inswallation however, ubemg
id up because of the remodelling of
Kazipet yard which is in progress.

i

$Eg

The weighbridge was received on 9-4-64 but
Ahmedabad

the same was not installed as
was closed for goods traffic from 1-3-64
consequent on & Rationalisation scheme.
The question of installing the weighbridge
at another station is under the considers-
tion of the Administration.

As an old weighbridge has been installed

at Hubli workshop, the one indented for
Hubli has been transferred to Kariganuru
an iron ore loading station.
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Date of purchase

Northeast Frontiex

Northemn.

-~

on §-6-63

1 on 2§-10-63

on 30-5-63

on 19-10-63

-

1 on March, 56

1 on April 61

1 on Sept. 62
t on Oct. 63

Nil

Cost of the
weighbridge

Rs. 64,869 Quilon

Rs. 1,18,044 Arkonam Stores Depot

Stations fos which they
were purchased

Reasons for the delay

. The one intended for Quilon was transferred.

to the Neyveli Lignite project in view of
the relative urgency of the latter and the
one received in lieu has since been allotted
to Koregaon and is being crected there.

Erection work is on hand.

Rs. 1,18,044 Golden Rock Mech. Stores  Foundation work is on hand.
D

ep t.
Rs. 1,18,044 Golden Rock Engg. Stores

Depot.

Rs. 52,000 Katihar

Rs. 59,700 Siliguri

Rs. 58,05 Lumding

Rs. 62,000 Tinsukia

Nil

N

Do.

Certain parts were received short from the

firm. Side frame was also not received.
Procurement of side frame involving
foreign exchange was arranged in
December 62. The foundation work
was completed in August 63. Side frames
despatched in August 63 did not reach
destination and are being traced.

Original site had to be altered due to remodel-

ling undertaken in 1962-63, which has
since been finalised.

This is linked with remodelling of these yards

and awaiting installation simultanecusly
with remodelling work.

Nil
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APPENDIX XI

(GOVERNMENT OF INDIA

MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Para 30 of Audit Report (Railways), 1964—South Eastern Railway—
Loss on account of delay in relinquishing plots taken on lease
from Calcutta Port Authorities.

Points raised:
A statement showing year-wise:

(i) the total amount of lease rent which has been paid by the
Railways, after the merger in 1946, to the Calcutta Port
Commissioners;

(ii) the total recovery made by the Railways from the various
sub-lessees; and

(iii) the amount recoverable from five tenants from whom
arrears of rent are yet to be recovered, may be furnished.

(iv) It may also be indicated in the statement how the mistake
in calculation was made by the Commercial Traffic
Manager in 1951.

Reply:

Points (i) and (ii).—A statement is attached giving the relevant
information for the period ist November, 1947 to 28th February,

1963, the period of 15 years mentioned in the Audit Para
(Annexure 1),

Point (iii).—From lst March, 1963, the C.P.C. authorities took
possession of the bulk of the land. The latest position indicating
the area of land yet to be handed over and the outstandings to be
recovered and the action taken in the matter are indicated in
another statement (Annexure II).
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Point (iv) —In 1951, the pros and cons for the retention or
relinquishment of the land was re-examined by the then Commercial
Traffic Manager who then observed as follows: —

“Earnings realised from one end standard terminal and the addi-
tional charge of 4 pies per md., and payments to the C.P.C. Railway,
in case of traffic from and to the Coal Depot during 1950-51 are as
follows:—

Earnings from Earnings from  Payment to
Standard additional CPC at the
terminal of 6  charge of 4 Ps. rate of 2 Ps.
Ps. per maund per maund on per maund on
on traffic general all goods
from coal depot merchandise traffic

Rs. As. Ps. Rs. As. Ps. Rs. As. DPs.
QOutward goods traffic
other than coal . 1,441-7-6 960-15-8 480-7-10
Inward goods traffic
other than coal . 33,427-10-0 22,285-1-4 11,142-8-8
Coal (Inward) . *84,840-0-0 No additional 48,120-6-0
charge levied on
coal.
1,19,718-1-6 23,246-1-0 59,743-6-6
*Standard Terminal Charge 8 as. per ton.
There is no outward booking of coal.
Total Earnings Rs, 1,42,9€4-2-6
Total Payments Rs.  59,743-6-6
Net Earnings Rs. 83,220-12-0

It will, therefore, be observed that during 1950-51 though on the
ground rent we lost Rs. 18,4568-12-0, we earned Rs. 83,220-12-0 from
terminal and other charges. If the Shalimar Coal Depot is returned
to the Port Commissioners, then this traffic will have to be treated
as vim Shalimar traffic and one end terminal plus the full earnings
from the additional charge of 4 pies per maund will have to be
credited to the C.P.C. Railway. The retention of the Shalimar Coal
Depot, is, therefore, financially justified”.

The above extracts indicate the grounds on which a decision
wus taken in 1951 not to relinquish the land.

It may, however be stated that it was incorrectly assumed that
had the plots been relinquished in favour of the Port Commis-
sioners the traffic booked to and from the plots would be treated
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as “via Shalimar traffic” and, in that case, one end t{erminal
charges—applicable to Shalimar—plus the full earnings from the
additional charges of 4 pies per maund, would have been creditable
to the Calcutta Port Commissioners Railway. The correct position
was that, even if the plots had been relinquished by the ex. B. N.
Railway and the coal depot continued to function on the relinquish-
ed plots, directly under the Port Autorities, the ex. B. N. Railway
would have still continued to retain the standard terminal charges,—
applicable to Shalimar—and the additional charges referred to
earlier. To that extent, it would have made no difference at all to
the earnings of the Railway, whether the plots were relinquished
or not. This fallacy in assumption, at the time the financial
appraisal was made by the Commercial Treffic Manager of the ex.
B. N. Railway in 1851 was, no doubt, partly responsible for the
wrong decision.



ANNEXURE I
Yearwise Break-up for the Years 1947-53.

Total amount of Total amount of  Difference of
reat including rent including  rent including

Year tax paid to tax recoverable taxes paid to the
CPC by the Rly. by the Rly. CPC and that
per annum from licensees  recoverable from
per annum licensees per
annum
I 2 3 4

(Col. 2-Cal. 3)

1947 (Two months 7,012 62 4,457°20 2,555'42
only)
1948 . . . 42,075°75 26,743°20 15,332°55
1949 - . . 42,075°75 26,743 20 15,332°55
1950 . . 46,359°74 26,743 20 19,616°54
1931 . 50,643-75 28,465-00 22,178:75
1952 . . . 50,643-75 33,631°20 17,01255
1953 . ‘ 50,643°75 33,631-20 1701255
1954 . . : 50,643 75 33,631°20 17,012 55
1955 - . : 77:452°61 44,365 08 33,087°53
1956 . . . 90,857 04 49,732°04 41,125:00
1957 . . : 90,857°04 49,732°04 41,125°00
1958 . . . 1,11,289-92 69,291-76 41,998 16
1959 - . . 1,18,100- 88 75,811-68 42,289°20
1960 . . . 1,18,100-88 75,811:68 42,289-20
1961 . . . 1,18,100-88 75,811 68 42,289-20
1962 . . . 1,18,100-88 75,811-68 42,289-20
1963nl(’l;wo months ' 19,683-48 12,635°28 7,048-20
only

12.02,642° 47 743,048 32 4,59,594° 15
Actual

Amount } 6,83,526-54
realised

59,521:78
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ANNEXURE 11
SOUTH EASTERN RAILWAY

Statement showing the position of outstanding against defaulting plot holders including additional accretion upto February 1963.

S1. Name of plot Plot No. Area Date of . Amountof rent and tax Further accretion for the Total Months for which
No. holder in Cottahs expiry of outstanding upto the date period upto 28-2-1963 of Cols. payments made by
notice | .l of expiry of notice period 6 & 7 parties with ref. to
period column 6
¥ 2 3 4 s 6 7 8 9
Rs. P. Rs. P. Rs. P.
1. M/s. Mackenje 24,25,33 12-77  31-12-62 18,464-15 (Apl. 57t0 s88-62 (Janr. 63 0  19,052-77 August 1959.
Lyall & Co. Dec. 62). Febr. ’63).
2. M/s. Dukhiram 6 4°21  31-3-61 6,504-68 (Apl.’s3& 2,038:49 (Apr.’61t0 8,543 17
Jagannath. Sep.’s3 to Febr. ’63).
March ’61),
3. S. K. Ahmed Ali. 30 493 31-5-61 7,302-23 (Oct. 53 to 2,389°59 (June ’61 to 9.691-82
May ’61). Febr. ’63).
4. M/s. Sharma Bros. 47 494 30-9-59 3,896-96 (Janr. ’53 to 3,797-56 (Oct 's9 to 7,694-52 Febr. ’s4 to June ’s4,
Septr. '59). Febr. *63). Aug. '54 10 Novr.h’i:,
(excepting Febr. ’ss, Apr. & May
the periods ’ss, Febr. °s6, July
mentioned ’s7 to Nov. ’s7, Janr.,
in Col. 9). 's8 to Septr. ’59.
s. Shri Ramsurat 49 5-27  30-9-59 7,169-75 (Jan. ’s3 to 7.369-75 (Oct. ’s9 to 14,539 50 Febr. ’s4 to June ’54,
Raijee Sharma, Sep. ’59). Febr. ’63.) Aug. ’s4 to Novr. ’s4,
(excepting Febr. ’s5, April ’ss,
the periods May ’ss, Febr. ’s6,
mentioned in July ’s7 to Nov. ’s7,
Col. 9). Jan. ’s8 to Febr. 's9,
Apr. ’59 to Septr. ’59.
ToraL 32-12 Cottah 43,337-77 16,184 01 59,521-78

except in the case of item No. 2 i.e., Dukhiram Jagannath in whose case action is under way to write off as the amount

‘rrecoverable due to party having no assets.

Note~- Figures shown in column 7 ‘Further accretion etc.’ represent the amount which would have been recovered from the parties concerned
on account of rent and municipal taxcs had the eviction notices not been served on them. These cases are now under estate

action
has become -

Lt



APPENDIX XII
GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Para 33 of Audit Report (Railways), 1964—Southern Railway—

Non-occupation of barracks built for Railway Protection Force.
Point raised:

Details of utilisation of the barracks should be furnished.
Reply:

A statement is attached.
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Statement showing particulars of allotment of barracks to R.P.F. staff

and others.
(Southern Railway)
Date of  Date from

Sl.  Station  No. of completion which put How the barracks are

No. bar- of building  into use being used.

racks

I 2 3 4 5 6

I Jalarpet 1 4-1-60 10-2-60  Occupied by RPF staff

2 Erode 1 31-12-62 1-1-63  Utilised for purposes

of Postal Deptt.

3 _ Hubli I 15-2-60 16-2-60  As office of the Asstt.
Security Officer,
Hubli.

4 Pakala I Aug., 1963 14-4-64  Aug., 63 t0 13-4-64—
As Engineering
Training School
and from 14-4-64
by RPF stafl.

§  Madurai . 1 Nov, 1960 Nov,, 60 From Nov, 60 to
16-11-63 utilised
for storing cement
etc. From 16-11-63
utilised by RPF
staff.

6 Mysore 2 12-1-60 8-10~60 One wing as Running
Room. The other
for dumping cement
bags.

7  Perambur . 1 22-11-60 22-11-60  22-11-60 to 7-2-64
for stacking cement
bags. 7-2-64 on-
wards under occu-
pation by RPF staff.

8 Perambur . 1 22-11-60 22-11-60  22-11-60 to0 8-11-63

for stacking cement
bags. From B-11-63
under  occupation
by RPF.
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1 2 3 4 5 !6

9  Perambur . I 22-11-60 20-3-61° As a Social Welfare
Centre.

10 Perambur . I 22-11-60°  26-6-62° As a Higher Elemen-
tary School.

11  Perambur . 1 March, 1960 26-6-62 As a Higher Elemen-
tary School.

12 Arkonam . 2 June, 1961 Feb.,, 1963 From Feb. 63 to
24-10-63 utilised
for accommodating
Mobile Labour
Force. From
24-10-63 utilised
for accommodating
RPF staff.

13 Bangalore 2 22-8-59 15-9-62  As a subsidized Hostel.

City. £ b
m

14 Vijayawada 2 Oct, 1960} 25-9-62 As a Primary School.

15 Tiruchirap- 1 12-3-59 6-5-63 As Accident Preven-

palli. tion Training School.

16  Tiruchirap- 2 21-1-61 " 6-5-63 As Accident Preven-

palli.

tion Training School.




APPENDIX XIlI
GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Point:

Para 40—Cash discount on cost of steel supplied to the Railways by
the Steel Producers.

“A written memorandum on Audit Para may be furnished, as
promised in the course of evidence. The memorendum should also
include the figures relating to the total purchases of steel made by
the Railways yearwise from 1959-60 to date indigenously.”

Reply:
A memorandum on the Audit Para is sent herewith, which also

indicates the figures of the total indigenous purchases of steel by
the Railways yearwise from 1959-60 to 1963-64.
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Memorandum on Para 40 of the Audit Report, Railways, 1964.

As early as January, 1962, the Railway Board had made a direct
reference to Messrs. TISCO and IISCO indicating their desire to
avail of the cash discount of 1 per cent. (which they were reported
to be giving to non-Government customers on certain conditions) and
asking for waiver of their usual condition that the bills should be
discounted through banks. The Railway Board thus opened negotia-
tions with these two firms, as suggested by the Iron and Steel Minis-
try. TISCO’s reply was to the effect that this matter had already
been taken up with them by the Ministry of Iron and Steel, and that
that Ministry should be contacted by the Railway Ministry. IISCO,
on the other hand, merely sent a copy of their standard terms, which
included negotiation of bills through their bankers. In February 1962,
the Railway Board made a reference to the Ministry of Steel, Mines
and Fuel. The Steel Ministry’s reply was that the department had
asked the producers to waive the condition of negotiation through
Banks and this was under consideration.

2. The Railway Electrification Project Administration came to an
arrangement with Messrs. TISCO, in May 1962, for a cash discount
of one per cent. on their bills for finished steel, on condition that
100 per cent. payment of the bills would be made within 48 hours of
the presentation of the Bills, and without any stipulation that the
bills would have to be paid even if they were not accompanied by
test certificates issued by the Director of Inspection (MET).

3. Simultaneously, the Eastern Railway who had learnt of the
Railway Electrification’s settlement with TISCO had discussions with
Messrs. TISCO and IISCO about the one per cent. cash discount, and
reported to the Board in July 1962 that the terms on which these firms
were prepared to make a cash discount to the Eastern and S.E. Rail-
ways differed from those offered to the Railway Electrification Project
in the following important respects:—

(i) that the firms insisted on payment of the bills even if they
were not accompanied by test certificates;

(ii) that TISCO made it a condition that even bills for mate-
rial not qualifying for the discount should be paid within
the stipulated period of 48 hours in order to obtain a
discount on finished steel only.
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(iii) that TISCO made a further condition that if peyment of
non-~discount bills is not made within 14 days, penel inte-
rest at 12 per cent. per annum would be charged for
delsyed payment and the facility of cash discount for
prime quality steel would be withdrawn; and

(iv) that IISCO would send only unsigned bills.

4. Acceptance of these conditions which the firms had quoted to
the Eastern and South Eastern Railways would have been a violent
departure in the following important particulars from the Code rules
for the check of stores bills and the current orders on the subject,
which were based on fundamental principles adopted in all Govern-
ment Accounts Offices.

Negotiating the bills through banks would mean that the bills
would have to be paid without seeing, much less scrutinizing, them.
The normal scrutiny of such bills is to ascertain that they are original
claims signed by the authorised representatives of the firm; that the
quantity, rate and description of the material covered by the bills con-
forms to those in the order for the materials; that the quality of the
material is supported by a test certificate granted by the Director
of Inspection (MET); that there is a clear Railway Receipt as proof
of despatch of the specified quantities; that there are no arithmetical
inaccuracies in the bills; and that any special charges claimed con-
form to the accepted conditions in the Purchase Order. Even in the
case of the bills collected from the Calcutta Office of the stee] firms;
48 hours were inadequate for these checks to be made, and consider-
ing the volume of transactions—the Railways being probably the
single biggest purchaser of steel in India—the possibility of over-
payments was not insignificant.

5. In the meantime, on 30th April 1962, the Bhilai Plant of the
Hindustan Steel Limited had sent in to the Railway Board their
terms for the discount, in which they had coupled the disccunt with
liability for penal interest at 12 per cent. per annum on bills which
were not settled within 12 days of presentation of documents. The
Chittaranjan Locomotive Works did negotiate directly with Bhilai
Works of H.S.L. for the cash discount of 1 per cent. but were in-
formed by the latter in October, 1962 that they had withdrawn the
arrangement for cash discount in April, 1962.

6. It was obviously desirable to negotiate a uniform set of condi-
tions for the discount from all the steel suppliers, and, since the
Ministry of Steel, Mines and Fuel was already seized of the matter,



154

the case had to be progressed with that Ministry. It was, neverthe-
less, proposed to hold a meeting in Calcutta in November 1962, bet-
ween the representatives of the Board and the Eastern and S.E. Rail-
ways on the one hand, and the representatives of TISCO, IISCO and
H.S.L. on the other, but this meeting could not be held. Correspon-
dence between the Railway Board and the HS.L. (who supply more
than 60 per cent. of the steel for Railways), continued until March,
1964, when the H.S.L. finally agreed to drop the condition of levy of
penal interest on bills after 12 days, and agreed also to permit the
correction of arithmetical errors in the bills and to submit the requi-
site documents with the bills. Instructions to the Railways were
issued to avail of the cash discount from H.SL. within a few days
of this agreement and the discount has been effective from 1st April,
1964 from H.S.L.

7. When the general question of cash discount was still unsettled,
and it became increasingly clear that a common pattern applicable to
all steel firms was not emerging, the FA & CAO/Eastern Railway
was asked, in December 1963, to negotiate with the TISCO and IISCO
and settle a procedure for obtaining the discount on their bills ren-
dered at Calcutta on the same terms as the Railway Electrification
Project. After further negotiations. both TISCO and HSCO agreed
to the (i) bills being rendered normally with complete de-
tails, including test -certificates, and (ii) to drop their insis-
tence that steel bills not eligible. for discount should also be passed
within the 48 hours period. On 25th May, 1964, the Ministry of Steel
and Heavy Industries communicated the Government's decision that
all three steel producers, namely, TISCO, IISCO and H.S.L., would
give up the condition of negotiating documents through their banks,
and the Railway Board then issued instructions to all Railways, in
August, 1964, laying down the terms and conditions to be observed
in passing the bills of these two firms, which provided, inter alia, for
the correction of arithmetical mistakes in bills before payment. It
would be clear from what has been stated that this matter was being
continuous!y pursued by the Railway Ministry, until acceptable
terms were settled, on the basis of which the Railways qualified for
rebate.

8. Direct negotiations with the H.S.L.. for supplies from all their
Steel Plants were concluded in March 1964 and instructions issued
to Railways to obtain the 1 per cent. discount from 1st April, 1864.

9. A statement indicating the figures of the total indigenous pur-
chases of steel by the Railways yearwise from 1959-60 to 1963-64 is
enclosed,



Consolidated position of quantity and value of indigenous purchases of steel
(Tisco, lisco and H.S.L.) form 1959-60 to 1963-64.

(Quantity in Metric Tons.
Value—Thousands of Rupees.)

TISCO IISCO H.S.L.

Quan- Value Quan- Value Quan- Value
tity tity titv

-

Serial Years
No.
1 1959-60
2 1960-61
3 1961-62
3 1962-63
S 1963-64

46619 35066 28096 23736 8875 1921
$3734 39883 40695 27026 10439 2395
60915 41326 42148 33603 119407 71483
T1I18s8 74750 81284 60936 384965 237010

107341 71958 120025 79492 442551 284488

2156{Aiij)l.S—11
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APPENDIX XIV
GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

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

Para 42—South Eastern Railway—Avoidable expenditure by way of
a compensation paid to a Light Railway Company.

The paragraph. particularly its last sentence, suggests that it was
the failure of the exr. B. N. Railway to execule an agreement in res-
pect of the land they leased to a Light Railway Company in 1939 that
resulted in the payment of compensation to the latter when it was
desired to resume possession of some portions of that land.

2. The Ministry of Railways would like to bring it to the notice
of the Public Accounts Committee that legal opinion obtained in
1961 from the Senior Counsel to the Government of India in Cal-
cutta, a copy of which is enclosed herewith, makes it quite clear that
the non-execution of the agreement did not affect the legul position
{o the detrement of the Railwav. It will be evident from the legal
opinion that. in the absence of any concluded agreement hetween
the parties under which Railwayvs are bound v pay compensation the
Light Railway were mere licensees for consideration under a licence
which is revocable upon reasonable notice. and such notice having
been given, it would be the duty of the Light Railway (o vacate on
the expiry of the notice; and that when a licence is duly terminated
upon reasonable notice, no questinn of pavment of compensation
arises. The legal opinion went an to sav that the correspondence
did not show that there was any binding agreement tu pav compen-
sation. and that there was no obligation in law to make compensa-
tion. It was, however, clear that, unless the Railwavs proceeded
under the Public Premises (Eviction of unauthorised occupants)
Act 1958, they could get possession onlv either hv institution of a
suit or by amicable settlement; that the suit would involve delay;
and that, since the Light Railway were not likely to give up posses-
sion immediately unless compensation was paid, the amount of com-
pensation would depend upon the urgency of the Railway’s require-
ments and not on any principles of law.
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3. The Railways urgently required the possession of the land
in order to progress and complete in time a number of inter-connect-
ed works in Howrah Yard, which were held up for want of land.
These works included a Fly-over connecting the Lilluah Sorting
Yard with Howrah Goods yard, Coaching Yards at Tikiapara for the
Eastern Railway and for the South Eastern Railway’s suburban
rakes, Remodelling of the Coaching Yard (south wing) and remodel-
ling of the Howrah Goods Yard, including route-relay interlocking.
The total cost of these works was Rs. 3:12 crores, and the expendi-
ture already incurred on three of the works at the end of 1960-61
was about Rs. 89 lakhs. The completion of these works before the
electrification of the Howrah-Kharagpur line and the conversion from
D.C. to AC. of the Howrah-Bandel-Burdwan section was of the
utmost importance, The intricate vard remodelling works including
route-relay interlocking required at least three vears to complete.
The target date for the electrification was December 1965. Any
delay in the Light Railwav vacating the land bevond 1962 would
have caused a corresponding delayv to the works, because thev had
to be completed well ahead of overhead electrification work being
taken up.

4. In the circumstances. the public interest obviously required
that a settlement for earlv vacation of the land should be arrived
at with the Light Railway, irrespective of the fact that legally thev
had no right to compensation. and it was on this consideration of
the balance of advantage that the compensation was agreed to.

Encl. As above.



Extracts of Railway Board’s observations contained in Para I (iii) &
(iv) of their letter No. 61/W5/RMI/5 dated 1-7-1961 to General
Manager, Eastern Railway.

Sus.—Flyover crossing for Goods line between Lillooah Sorting Yard
and Howrah Goods over the S.E. Railway Main Lines and
alterations to Goods yard connected therewith to facilitate
operation and prevent hold up to Goods traffic.

® » ® * L

(iii) As regards the proposal to get the matter settled by
arbitration, the Railway Board feel that even arbitration
requires the consent of the other party unless there is
some existing agreement giving the Railway the right to
take the other partv to arbitration, which does not seem
to be the case here. Arbitration proceedings, which will
involve some delay undoubtedly and also some expense,
would be worthwhile if there is a reasonable chance of
(a) the Light Railway agreeing to arbitration and (b)
the arbitrator deciding in favour of the Railways and
declaring either that the Light Railways are not entitled
to any compensation at all for moving their assets or
alternatively only to substantially less compensation than
the full cost of shifting. On this. it would be desirable
to take legal opinion as to Railways prospects of success.

(iv) According to legal opinion there has been no lease and
no agreement which is binding about the condition on
which the Light Railway can be required to move. Even
then it would appear that the matter would have to be -
considered de novo and settled on principles of law. It
is not known whether the Railways could under any cir-
cumstances expect the Light Railway to move all their
assets on the land without any compensation. It would
be useful to have legal opinion on this because such legal
argument could then be advanced also before the arbitra-

tor and could perhaps he expected to influence the arbi-
trator.
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Opinion given by the Senior Counsel to the Government of India.

1 have been asked to give opinion on the legal points raised in
paragraph I (iii) and (iv) of the Railway Board’s letter No. 61/W5/
RM 1/5 dated the 1st July, 1961.

2, As to pera I (iii)

In my opinion on a strict legal view Martins are not entitled to
get any compensation. Here is no concludeq agreement between the
parties under which the Railways are bound to pay any compensa-
tion. Nor is there any law under which such compensation is pay-
able. But before an arbitrator, strict legal views do not always
prevail. An arbitrator is not bound to give reasons for his award
and there is no appeal from his decision. In the circumstances I do
not advise clients to go into the question of arbitration at this stage.
After negotiations for amicable settlement have been opened,

the matter may be referred to arbitration, if circumstances then so
justify,

3. If the parties do agree to go to arbitration then the reference
should contain—

(a) a racital that the Railwavs deny that any compensation is
pavable, and

(b} a condition that the compensation should not exceed a
stated maximum limit.

4. 1{ the arbitrator to be appointed is conversant with principles
of law—then it may be said with some certaintv that the Railways
have a good chance of success.

As to para I (iv)

5 In my opinion, Martins are mere licensees for consideration,
under a Licence which is revocable upon reasonable notice. Such
notice has been given. In the circumstances, when the period of the
notice expires, it would be the dutv of Martins to vacate.

6. In my opinion when a lweence is duly terminated upon reasar-
able notice, no question of pavment of compensation arises. Th.
correspondence also does not show that there was any binding
agreement to pay compensation. Nor in my opinion. anv obligation
to make compensation in law is there.

7. The real difficulty in this mater. however, is as follows:

(a) There are two points to be considered
(i) the question of getting immediate possession of the land
in question:
(ii) the question of compensation.
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(b) If the Railways do not proceed under The Public Pre-
mises (Eviction of unauthorised Occupants) Act 1958, then

they can get possession.

(i) either bv instituting a suit, or
(i) by amicable settlement of the matter as to immediate
possession.

Settling the matter of compensation at the same time, or leaving
it to be decided later. as the parties may agree.

8. The Railways cannot agree to the first course as it involves
delay. As to the second. Martins are not likely to give up immediate
possession unless substantial compensation is paid. The amount of
compensation that the Railwavs may be prepared to pay, in this
case. depends upon the urgency of the requirement. In my opinion
the matter cannot he settled on the basis of any principles of law.



APPENDIX XV

GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

Points arising out of evidence tendered before the Public Accounts
Committee

Para 47—Other cases of losses

Point:

It was stated in the Audit para that the cost of missing coal
wagons was Rs. 3116 lakhs during 1962-63. In evidence it was stated
that the total cost of missing wagons was Rs. 162 lakhs and earnings
were Rs. 112 lakhs but losses shown in 1962-63 were not for that one

year.

What are the figure of losses and gains in respect of wagons for
the year 1962-63 only? What were the coal losses in the vears 1962-
63 and 1963-64 and what were the coal earnings for this period?
If the figures include arrears, these mayv be shown separately.

Reply

In order to present the details in the proper perspective. it would
be useful at the outset to give 3 brief resume of the precedure follow-
ed in regard to booking of coal for Railway use. Coal wagons are
booked by the base (colliery) stations to distribution centres which
arrange for despatch to the Loco Sheds on the respective Railways.
Payment is made to the collieries by the Zonal Railways on the basis
of statements sent to them by the collieries. During the course of
transit of coal. there are both missing wagons and unlinked wagons
at the destination points on account of various factors like tranship-
ment at break of gauge points sometimes without proper recording
of the transfer of contents of coal wagons; certain wagons being
marked sick en route and the contents being transhipped into others
again sometimes without proper recording, wagon labels being lost
in transit, divisions to meet more urgent needs etc. Wagons booked
to a particular station but not received there are treated as “missing
wagons'; wagons received without full particulars in respect of
which payment cannot be traced to have been made and wagons
received without labels which are not intended for the particular
station are treated as “un-linked wagons”.
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As, under the procedure explained above, payment has already
been made to the collieries in respect of the “missing wagons”,
attempts are made to trace what happened to these wagons and how
they have been dealt with, and if the attempt is not successful the
value of these transactions is taken under a suspense head of account
“Miscellaneous Advances Revenue”. If even subsequently, it is not
found possible to trace the missing wagons, the amounts under
“Miscellaneous” Advances” are adjusted in due course to Ordinary
Working Expenses.

In the lattter type of cases, viz, unliked wagons, after prelimi-
nary investigations, the value thereof is initially transferred to
another suspense head of account “Stock Adjustment Account” and
finally transferred from that account to earnings if further attempts
to link payments are not fruitful.

It will be appreciated from what is stated above that. by and
large. the so called “missing” and “unlinked” wagons are items to
be mutually set off. What is lacking are full particulars of the
booking and transit of the wagons etc. which would enable the link-
ing of the transactions. It might be that wagons intended for one
shed Railway and treated as missing may have gone to another
shed on the same or another Railwav and may have been treated
there as unlinked. For the Indian Railways taken as a whole, setting
off the missing wagons against the unlinked wagons is justified by
practical considerations, in view of the massive volume nof 7.50,000
wagons of Railwav coal booked in a vear, the un-identifiable nature
of the commodity and the unavoidable mix-ups on account of missing
labels, errors in documentation in long hauls etc.

Coming to the specific issue raised by the Committee. it is point-
ed out that it is difficult to isolate the figures of amounts credited
to earnings in respect of transactions for a particular year or of
losses pertaining to a particular vear, as the transaction is a continu-
ing one and finalisation of individual cases pertaining to any parti-
cular vear could occur in any of the subsequent vears. The figures
trated as “missing wagnns" and “unliked wagens” during 1962-63
and 1963-64 are, however, available and are g:ven below:

Missing }Vagom Unlmkcd Wagons
No. Amount in No.  Amount in
lakhs of lakhs of
Rupees Rupees
1962-63 57,582 3,68 58,528 2,97

1963-64 37.328 230 63,530 3,70
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It will be appreciated that during the attempt of linking the
transactions, which as explained above is a continuing one, many
of these items may get cleared in the normal manner and only a
residue may have to be adjusted as a loss or as a Credit to earnings
according as missing wagons exceed unlinked wagons or vice versa.

In the years 1962-63, 1963-64, the value of such residuary adjust-
ments was as follows:—

1962-63 1963-64
Missing Wagons adjusted as loss. 3116 lakhs 60 lakhs
Unlirked Wegons adjusted to earnings.  60°95 63



APPENDIX XVI
(GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

Action taken on the recommendations of the Public Accounts
Committee

Para 47 of Audit Report (Railways) 196+—Other cases of Losses.

Point

In the Audit para losses on account of deficiencies in fittings of
rolling stock sent to workshops for repairs have been shown as
Rs. 23'56 lakhs.

A note indicating whether the actual loss out of Rs. 23-56 lakhs
can be known and if so, what the actual loss is may be furnished.

Reply

Only four out of eight Zonal Railways have reported a loss un
this account in the Appropriation Accounts of 1962-63. according
to the decisicn communicated bv the Railway Board in July 1963,
that items of losses or deficiencies in fittings of rolling stock coming
to Railway workshops for repairs, attributable to thefts, should be
treated on par with losses due to other cases of thefts and shown
suitably in the statement of losses appended to the Appropriation
Accounts. These instructions were to have effect from the accounts
for 1962-63. The instructions envisaged that Railways should work
out the figures of losses on account of thefts of rolling stock fittings
from the monthly statemen: of losses compiled by each Railway
Administration and submitted to the Board. and the evaluation of
the losses in respect of individual fittings was to be made on the
basis of the value of the individual fittings indicated in LR.C.A. Con-

ference Rules Part III

The Board's instructions of July 1963 ibid contemplated that nnly
known cases of theft of fittings in rolling stock sent to workshops
should be included in the above category of losses. While a record
of deficiencies of fittings in locomotives going into the workshops
for overhaul are maintained. this is not possible in the case of

164



165

wagons, since the deficienes are occuring in wagons moving all over
the Railways in their hundreds of thousands. Actual experience has,
however, shown that it. has not been possible in their cases to isolate
satisfactorily and fully the deficiencies due to thefts as distinct from
deficiencies arising out of other causes. The assessment of the
depreciated value of such deficient fittings has also been difficult,
because of the very large number and types of fittings involved, and
the absence of any records of the original cost. or the actual age of
the fittings at the time the deficiencies occur. In the absence of this
- information. any computation made has necessarily to be ad hoc.

In view of the position brought out above, the Ministrv of Rail-
ways plead their inability to indicate the actual loss out of Rs. 23-56
lakhs arising from thefts. Further. in the light of the practical
difficulties explained above, the Ministry of Railways are also re-
viewing the orders to see what revision in the procedure would be
required and a decision on this will be taken in consultation with
Audit.



APPENDIX XVI1

GOVERNMENT OF INDIA

MINISTRY OF RAILWAYS (RAILWAY BOARD)

Action taken on the recommendations of the Public Accounts
Committee,

Recommendation of the Committee:

Serial No. 17

The Committee consider it unfortunate that the Railway Adminis-
tration should have issued orders regarding Zonal contracts which
were in their own words, ‘ill conceived and absolutely impractica-
ble”. The Committee would like the Railway Board to examine the
circumstances under which such orders were issued and take steps
to avoid recurrence of such cases.

Serial No. 18

The Committee suggest that the feasibility of finalising the new
contracts before 30th June instead of 31st Julv each year should be
examined.

(S. Nos. 17 & 18, Appendix NI to 13th Report, 1963-64).

Action taken by Government:

Recommendation No. 17

The observations of the Committee have been noted and suitable
instructions have been issued to all Railway Administrations.

Recommendation No. 18

The Ministry of Railwayvs would like to submit that the main
idea underlving the decision that the tenders should be opened on
the Ist of July. and should be fimlised quickly before the 31st July
is to avoid the repercussions that might arise as a result of the Zonal
contractors of the previous vear getting to know the rates which
are to come into force for the next zonal contract commencing from
Ist July. These instructions have been issued keeping in view the
fact that the month of July is generally a very lean month during
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which very few work orders are issued on most of the Railways.
In any case these instructions have been issued as an experimental
measure and will be modified, if necessary, on the basis of experience
gained in the next year or two,

This has been seen by Audit.

Additional Member, Finance,
Railway Board.



APPENDIX XVHI
GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS (RAILWAY BOARD)

Action taken on the recommendations of the Public Accounts
Committee

Recommendation of the Committee:

The whole episode spread over a period of more than twenty
years has left a painful impression on the Committee. It reflects
credit neither on the firm nor on the Railway Board and Railway
Administration. The firm made a series of encroachments on the
railway land and violated agreements, but the Railway Administra-
tion proved quite ineffective in preventing the partv from making
these encroachments and vielating agreements from time to time.
There were reluctance and inordinate delayvs in applyving whatever
remedies legal or administrative were available to them. Whether
it was mere incompetence or worse requires to be fullv enquired
into and responsibility fixed.

(S. No. 30. Appendix X! to 13th Report. 1963-64).

Action taken by Government:

The matter has been fully enquired into as desired by the Com-
mittee. For an adequatie appreciation of the matter. a complete
account of the case is given below. in chronological sequence: —

(a) A brief reference to the genesis of the case is necessary. The
firm had obtained. from the Central PW.D. in 194142 a plot of
land adjacent to the Railway land under reference., and had cons-
tructed a shed thereon. A small portion of the land belonging to
the Railway. came under the shed. The letter of Mav. 1942, from
the former (un-bifurcated) North Western Railway Administration
to the party. while agreeing to regularise the transaction by a licen-
sing agreement to cover an area of 1666 sq. vds.. made the following
observation currently:—

“It is realised tha! the encroachment was unintentional on
your part”.
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At this date, it can only be presumed from this that the encroach-
ment may have been due to the absence of a clear demarcation
of the Railway land. A corrigendum to the initial agreement, which
was signed subsequently on 19th of March 1945, regularised the
occupation of a further area of 2866 sq. yds. of Railway land by
the firm. As indicated in the Audit Paragraph, the firm later relin-
quished a portion of the land and executed an agreement with the
Railway early in 1947, to cover 1152 sq. vds., for an annual rent of
Rs. 2074-8-0. '

(b) The first renewal agreement after Independence was execut-
ed bv the former Eastern Punjab Railway in March 1948. to cover a
period of 12 months from 1st June 1947. Thereafter, a renewal
agreement was executed from vyear to vear at the same rental, the
last such renewal covering a period of 12 months from 1st June, 1950.

(c) As pointed out in the Audit Paragraph. the difficulty started
when the firm, Messrs. Oriental Building & Furnishing Company
Ltd.. Connaught Circus, New Delhi, sub-let a portion of the land
to their sister concern, “Pure Drinks (Coca Cola)™. in July 1950,
in violation of the agreement and also encroached on a further area
of the land. Notices for removal of the encroachment served by the
Railwav Administration in November 1950 and April 1951, which
are referred to in the Audit Paragraph. were followed up by a
letter issued to the firm on 22nd May 1951 demanding that the
Railwayv land should be vacated by the 31st May 1951 when the
lease would terminate. The firm, in their reply of 28th Mayv, 1951
to the Railway—a letter which is referred to in the eviction notice
eventually issued on 20th June 1956—took the stand, which they
have maintained in subsequent correspondence, that they had not
ignored the notices sent to them in 1950 and 1951 and that their
bona fides would be clear from the regular manner in which they
had been paving rent and from the fact that they had made a
request, in their letter of 20th July 1950, for allotment of the
additional area. In the aforesaid letter of 28th Mav 1951, the firm
also referred to a joint inspection of the site which had been made
by the Chief Administrative Officer, the Administrative Officer
“Engincering”, the Divisional Superintendent and the Divisional
Engineer of the Railway and which led the firm to believe that the
further encroachment would be regularised.

The flles do not indicate how the firm's above-mentioned letter
of 28th May 1951 was dealt with. It was probably not considered
necessary to reply to this letter, or it is possible that it escaped
effective attention due to the heavy pre-occupations connected with
the then impending organisational changes due to the integration
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of the Bikaner State Reilway and the Jodhpur State Railway—
following Federal Financial Integration on 1st April, 1950—together
with the integration of the Eastern Punjab Railway and of certain
divisions of the former East Indian Railway, into the regrouped
Northern Railway in April 1952,

(d) In the letter of the Divisional Superintendent. Delhi,
(signed by the then Divisional Engineer, on behalf of the Divisional
Superintendent) to the Chief Administrative Officer of the E. P
Railway, dated 6/20th February, 1951, the folowing statement was
made; —

“To file one ejectment suit for the encroached portion of land,
Government Pleader says that the litigation charges
would be on ed valorem value which would be a lengthy
and costly process. Kindly ask Law Officer to advise as
to what suitable action is to be taken for removal of the
encroachment”,

The specific direction, in reply to this, appears 1o have been
issued from the General Manager’s office of the re-grouped
Northern Railway only on 23rd February 1953; in this letter. which
issued over the signature of one of the Senior Scale Engineers
attached to the Rajlway’s headquarters office, it was stated that no
rent should be accepted from the party as acceptance of rent would
give them the status of tenants. It was added that, until such time
as the notification regarding powers under the Government
Premises (Eviction) Act 1950, was not issued in favour of the
Senior Deputy General Manager of the Railway, no action could be
taken in the matter as it was considered that a civil suit would be
“very lengthv and drawn out".

It is necessary to explain at this stage that, even though the
Government Premises (Eviction) Act 1950, had been passed in
April 1950, the Ministrv of Defence, who were administering the Act,
issued notifications unly about the middle of 1953—June 1953--as
indicated in the Audit Paragraph, designating Deputy General
Managers of Railways as competent authority under the Act to take
action against unauthorised occupantis of Railway premises. That
this function of administering the earlier Act, of 1950 wus exercised
by the Ministry of Defence and not by the Ministry of Railways,
would be evident from Railway Board’'s directions to the Railways,
issued in their office Memorandum No. 57/W2/QR/170 of 15/16th
April 1958. After the Ministry of Defence had issued the notification
in June 1953, the General Manager, Northern Railwav's office
circulated, for the information of all Divisional Superintendents, a
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letter on 6th October 1953 explaining the entire position-under the
Government Premises (Eviction) Act, 1950, and followed it up with
a letter, in January 1954, specifically addressed to the Divisional
Superintendent, Delhi, asking for preparation of the necessary
ejectment documents in the case under reference. Unfortunately,
there was further delay in correspondence between the Delhi
Div'sion and the Railway Headquarters’ Office, until the latter con-
firmed, in their letter of 29th June 1954, that, “in Delhi urban areas,
the Railway plan would be sufficient proof of the title”. The appli-
cation for eviction was then submitted in September 1954, as stated
in the Audit Paragraph.

It may be mentioned that, even as late as August 1954, the
Divisional Office, Delhi, considered the alternative of filing a civil
suit, notwithstanding the advice of the Railway Headquarters’
Office to the contrary, received in Headquarters’ letter of 23rd
February 1953, already referred to. This alternative of a civil suit
was apparently ruled out on the basis of advice obtained again from
the Government Advocate-—embedied in the Land Control Inspector’s
note of 6th August, 1954 recorded in the following terms:—

“T made a contact with the Government Advocate in the
evening of August 2nd 1954, and consulted him on the
points raised by me in my report dated 13th July, 1954,
and he was pleased to advise me that a move for eviction
of the lessees as well as the encroachments through civil
court would be a lengthv and costly procedure; hence
efforts should be made to get it done under the provisions
of the Government Premises (Eviction) Act of 1950, as
directed by the Headquarters’ Office vide S. No. 123",

the reference S. No. 123 being to Headquarters’ letter of 23rd
February 1953 mentioned previously.

(e) In February 1955, the Senior Deputy General Manager gave
an opportunity of a personal interview to the firm’s representatives;
the firm then made a submission, in their letter of 23rd May, 1955,
and thereafter time was taken in the preparation of a fresh plan,
as desired by the Senior Deputy General Manager, giving the exact
measurements on the basis of a persomal inspection to be done by
the Divisional Superintendent, Delhi. In a letter of 19th June 1956,
from the Divisional Office, Delhi, addressed to the Railway's Head-
quarters’ Office, certain objections raised by the firm were finally
dealt with; then the eviction order of 20th June 1956 was issued by
the Senior Deputy General Maneger, Northern Railway, for eviction
of the premises within 15 days.

2188 (Aii) LS—12.
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(f) It was at this stage that the matter first came to the notice of
the Railway Board, through the firm’s appeal to Chairman, Railway
Board, Ministry of Railways, against the eviction order of 20th
June 1956. The appeal was expressly stated as being in pursuance
of Section 5 of the Government Premises (Eviction) Aect, 1850
under which an appeal could be preferred, within ten days of the
date of service of the notice, to the Central Government—the
Chairman, Railway Board, being the Principal Secretary of the
concerned Ministry of the Central Government. This appeal was
put up to the Chairman, Railway Board (C.R.B.), with the follow-
ing note: —

“C.R.B., who is the appellate authority, may kindly see for
‘A’ orders if a stay order may be issued and a report from
the G. M., Northern Railway may be called for.”

The Chairman, Railway Board, recorded the following orders:—
“As at ‘A’

Sd/- G. PANDE.
10th July, 1956”.

Sometime after the above stav orders had been conveved to the
Northern Railway on 17th July, 1956, calling also for a full report of
the case, the Chairman, Railway Board, recorded the following
further note after inspecting the site: —

“I have seen the site, and asked Senior Deputy General
Manager to submit a plan. Put up when recejved.
Sd/- G. PANDE.
28th September, 1956

On receipt of a plan from the Railway, when the case was again
put up to him, the Chairman, Railway Board, recorded the follow-
ing note: —

“I called Senior Deputy General Manager and have asked
him to submit further particulars to be put up when
received.

Sd/- G. PANDE.
21st December, 1956”.

By the time the Railway Board could take up examination of
the Railways’ final reply of 3rd September 1957, advice was received,
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under Defence Ministry’s letter of 25th October 1957, that the
Government Premises (Eviction) Act, 19850 had been -declared
ultra vires by certain High Courts. It was confirmed by the
Ministry of Defence, on 5th May 1968, that the Ministry of Works,
Housing and Supply, on the advice of the Ministry of Law, had
issued instructions to all Ministries prohibiting any proceedings
under the said Act and that the W. H. & S. Ministry were sponsoring
fresh legislation to replace the Act of 1950.

(h) The new Eviction Act was promulgated in December 1958;
the notification, declaring Senior Deputy General Managers of Rail-
ways afresh as competent authority to order eviction, was issued
by the Works, Housing and Supply Ministry on 28th January, 1959.
The delay on the part of the Divisional Superintendent, Delhi, in
submitting a fresh application for eviction to the Senior Deputy
General Manager was taken up in Chief Engineer’s letter of 19/21,
September, 1959, in reply to which the Divisional Superintendent
explained, on 8th October, 1959, that the preparation of the plans
showing the area under encroachment at different times had taken
some time, ’

(i) While the proceedings under the 1958 Act, which were
started in January, 1960, were still in progress, the firm addressed
a letter on 14th Februmry 1962 to the Northern Railway., with a
copy to the Chaiman, Railway Board. In this letter it was repre-
sented inter alia that the Government of India in the Ministry of
Works, Housing & Supply had. in fact encouraged the firm's industry
by giving the firm, land—adjacent to the Railway land—over which
the firm’s factory had been built A copv of Works, Housing &
Supply Ministry's letter of 27th July. 1954 was attached as a sup-
porting document to this representation; this indicated that that
Ministry had given the firm, on “perpetual lease”, from 1st July
1954—in continuaetion of previous temporary leases which had
expired on 30th June, 1954, a plot of land of area 0-6 acres on pay-
* ment of a premium of Rs. 250,000 plus an annual ground rent of
2} per cent thereof. After consideration of the aforesaid represen-
tation made by the firm, it was felt by the Cheirman, Railway
Board (Shri Karnail Singh) that it was administratively desirable
to pursue proposals for an amicable settlement of this long standing
case. The Railway was accordingly addressed, on 6th March 1962;
this letter was not in the nature of formal stav orders in respect of
the eviction notice, though it did have the effect of postponing
enforcement of the eviction notice pending an amicable settlement.
As a result of correspondence with the Railway Administration
which followed, the Railway Board eventually, in their letter of
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20th November 19862, to the Northern Railway, directed that the
long pending case should be settled on the following basis: —

(1) The firm should pay arrears of rent in full at 6 per cent
of the lease hold value, for which purpose the value as
assessed by the W. H. & S. Ministry in 1954 (from 1st
July, 1954) for the adjoining land at Rs. 2:5 lakhs per
acre was to be taken as an average for the entire period
(1st July, 1950 to 31st December, 1962) —more or less as
an ad hoc settlement.

(2) After the firm had cleared the arrears, the land was to
be leased for a further period of 20 years on a rent assessed
at 6 per cent of the “present day value”, subject to revi-
sion every five years. to accord with the prevailing market
price,

(j) The firm, while sending a cheque for a sum of Rs. 1,06,390.43 nP
towards arrears of rent for the period from 1st July, 1950 to 31st
December, 1962, put forward, in their letter of 10th January 1963,
a suggestion that the Railway land should be sold to them to
obviate difficulties of re-assessment of market value every five vears,
as normally leases in New Delhi are subject to revision only at
intervals of 25 to 30 years.

(k) At this stage, the Railway Board obtained the advice of the
Ministry of Law, who confirmed that the acceptance and encash-
ment by the Railway of the cheque as tendered by the firm, would
not prejudice the the Railway's right to proceed with the eviction, if
still necessary, under the Government Premises (Eviction of
Unauthorised Occupants) Act of 1958. The Northern Railway was
accordingly advised by the Railway Board and the firm was advised
in turn to the same effect by thHe Divisional Superintendent, Nor-
thern Railway. The firm made a submission, in their letter of 6th
May, 1953 to the Minister of Railway. enclosing copy of their letter
of 2nd May 1963 to the Divisional Superintendent, Northern Rail-
way, Delhi, indicating willingness to accept any reasonable decision
of the Railway, either for sale of the land or for taking it on licence
or lease. It was considered best at this stage that, instead of pursu-
ing the matter through further correspondence, a representative of
the firm should be called to settle the long drawn case; accordingly
Shri Daljit Singh, a Director of the firm, came on 12th June 1963 to
interview the Additional Member, Finance, Railway Board, in the
latter’s office when the Director, Finance, Railway Board and the
Deputy Director, Civil Engineering, Railway Board, were also pre-
sent. As a result of proposals which were accepted, without reser-
vation, by the firm's representative at this interview, a letter dated
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91st June 1983—clarified by a further letter of 25th June 1963—was
sent by the Railway Board to the firm, making it clear that the
renewal of licence of the land would be limited to 10 years from
1st January, 1963 in the first instance—instead of 20 years as earlier
proposed—and that the Railway Administration could not waive the
usual condition of re-assessment of market value every five years,
nor either the condition in regard to peyment of advance rent for a
year in addition to security deposit equivalent to a year’s rental.
The indication in the aforesaid letter sent to the firm, of rental
being based on a market value of Rs. 186/- per sq. yd. (equivalent
of Rs. 9 lakhs per acre) was based on information which had been
supplied by the Divisional Superintendent, Northern Railway, Delhi,
to the Railway Board after ascertaining this rate from the Land and
Development Officer, Delhi. The firm thereon furnished a cheque
for Rs. 65,253- 76 nP, with their letter of July 6, 1963, to the Divi-
sional Superintendent, Northern Railway, Delhi, in full satisfaction
of the demand for one year's advance rent from 1st January 1963
together with an equivalent amount as security deposit.

2. The transactions in this case should be reckoned from Juiy 1950
when, as correctly pointed out in the audit para, the trouble started.
As will be evident from the foregoing detailed narration, the initial
encroachment in 1942 was considered by the former (pre-partition)
North Western Railway as ‘unintentional’ and the transaction was
regularised by a formal licensing of the plot of land.

[}

3. As regards the events which covered the period 1950—1962, the
Ministry of Railways respectfully submit that, while in retrospect
it is possible to take the view that action should have been speedier
or more effective than it was at different stages in the periods 1956-57
and 1959—62, there is nothing on record anywhere indicating, or
even implying, that there was reluctance on the part of any official
to proceed with the case in the ordinary course. The legal remedy
of eviction through civil suit having been ruled out as likely to be
expensive and prolonged—and this was currently recorded—the
alternative remedy of administrative action under the Government
Premises (Eviction) Act, 1950 was the only feasible course open to the
Railway administration. It could not reasonably be envisaged that
action under the Act—initiated in 1954-55—would be impeded by a
series of fortuitous events. In the first place, it was not foreseen
that formalities required to be complied with by the Railway admi-
nistration under the Act would be prolonged to the extent of necessi-
lating a detailed consideration of the firm's appeal in 1956 to the
Chairman, Railway Board, who was the appellate authority under
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section (5) of the 1950 Act. Before the Chairman, Railway Board,
could issue final dirrections after a detailed enquiry, the 1950 Act it-
self was declared, in 1957, as ultra vires by several High Courts.
This delayed matters unexpectedly, as it became necessary for the
Railway administration to await the promulgation of the new Act in
1958—sponsored by the Ministry of Works, Housing and Supply—
and the issue of a fresh notification by the W.H. & S. Ministry dec-
laring Deputy General Managers of Railways afresh as authorities
competent to order Eviction.

4. The representation of the firm to the Railway on 14th February
1962, endorsing a copy thereof to the Chairman, Railway Board
marked the second stage when the matter came to the Railway
Board’s notice after fresh Eviction proceedings had been initiated in
1959-60. This representation could not very well be disregarded when
the firm made a relevant point that another department of the Gov-
ernment of India had allotted the firm a plot of land adjoining, and
of practically the same area as, the railway land, in ques.ion, on per-
petual lease from lst July, 1954—replacing the earlier temporary
leases—on very reasonable terms. There was no significant delay in
the issue of orders by the Railway Board for an amicable settlement,
the details of the settlement being indicated in Railway Board's letter
dated 20th November 1962. The Ministry of Railways would plead
that, when the Railway administration could not show that the plot
of land under reference was required for any essential railway or
public purpose of over-riding importance, there was no valid ground
for proceeding with the eviction and the recovering of arrears of
rent and the finalising of a fresh lease from 1st January, 1963, in keep-
ing with the standing rules and without involving any loss to the
Railway (as explained separately in reply to serial No, 31 of the main
conclusions/recommendations of the PAC), were considered in the
circumstances as the most practicable steps to settle this long-drawn
case.

5. Admittedly there is no indication on record that the Railwdy
Administration had bestowed any attention on this case during the
period 1950—53, not even by way of replying to, or refuting, the sub-
mission made in the firm’s letter of 28th May, 1951 that a site-inspec-
tion by senior railway officials had led the firm to genuinely believe
that the further encroachment was being regularised. It was on
23rd February, 1953 that the Railway Headquarters Office eventually
advised the divisional office not to accept the rent that was offered
by the firm, so that the firm might not acquire the status of a regu-
lar tenant. The Ministry of Railways would submit that lack of
attention in the period 1950—53 did not in any case add to the delay,
as the Ministry of Defence, Government of India, who administered
the Government Premises (Eviction) Act, 1950, did not issue, until
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June 1853, the requisite notification authorising Deputy General
Managers of Railways to order Eviction. At this date, when many of
the officers concerned are no longer in railway service, it can only
be presumed that lack of action during the period 1950—53 was due
to the major pre-occupations preceding and following the integration
and regrouping of Railways including inter alia the formation of the
Northern Railway in April 1952.

6. The Ministry of Railways, while admitting that the case could
have been dealt with more expeditiously at different stages, at least
during the periods 1953—57 and 1959—62, venture to submit that it
is not possible to fix responsibility on any single officer or even a set
of officers. The matter had been handled by several officers at diffe-
rent levels in the ordinary course and finally at the level of two
Senior Deputy General Managers of the Railway personally—one of
whom is no longer in service—and had also been handled at the
highest level in the Railway Board. Two different incumbents of the
post of Chairman, Railway Board at different times (both of whom
have since retired, one in 1957 and the other in 1962) dealt with the
case on lines which they believed were the most appropriate. In all
the circumstances and now that the matter has been settled amicably,
without involving any loss to the Railway (as explained separately
in the Ministry of Railways’ reply to Serial No. 31 of P.A.C.’s recom-
mendation in the same case), the Ministry of Railways would plead
that the case may not be pressed further and may kindly be treated
as closed.

7. This has been seen by Audit.

Additional Member, Finance,
Railway Board.



APPENDIX XIX
(GOVERNMENT OF INDIA

MINISTRY OF RAILWAYS (RAILWAY BOARD)

Action taken on the recommendations of the Public Accounts
Committee

Recommendation of the Committtee

The Committee are not satisfied with the manner in which the
case of acquisition of land was processed both in the Railway Admi-
nistration and the Railway Board. When the recommendation of the
District Engineer was available in October, 1955 and it was still un-
der consideration, the Committee do not understand why no attempt
was made by the Railway Administration to stop the withdrawal of
proceedings, by the State Government in February, 1956. The Com-
mittee, further understand that in Novmeber, 1956 when the High
Court wanted to know bhefore 3rd December, 1956, whether the Rail-
way Administration still wanted to pursue the acquisition proceed-
ings, there was no response from the Railway Administration. The
Committee note with regret these lapses on the part of the Adminis-
tration. They are also surprised at the delay of 2} years on the part
of the Railway Board in replying to the reference from the Railway
Administration.

(S. No. 32 Appendix XI to 13th Report, 1963-64).
Action taken by Government,

Before dealing with the specific observations of the Public
Accounts Committee, the Ministry of Railways would like to recapi-
tulate briefly the more important facts of this case which have a
bearing on the Public Accounts Committee's observations.

2. 1. The particular piece of land was requisitioned under the
Defence of India Rules in 1945 and 29 units of kutcha quarters be-
longing to the Railway were located on this land. On its being
derequisitioned in 1952, it was proposed to acquire the land per-
manently and a notification was issued by the Government of
Assam on 20th February 1952 under Section 4 of the Land Acqui-
sition Act. The first estimate of the value of land made by the
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Civil Authorities on 15th April 1952 was Rs. 10,000/ per bigha,
and this rate was considered too high by the Railway, based on
their own enquiries. The Divisional Engineer, Dibrugarh in a
letter dated 23rd April 1952 to the Dy. Commissioner pointed out
that the land in the neighbouring area (Khalamari Village) had
been estimated at Rs. 1,000/- per bigha only vide Dy. Commis-
sioner’s letter of 20th September 1951. Later, in February 1953, on
further enquiries, it was learnt that M/s. Jalan Industries had pur-
chased land in 1950 at the rate of Rs. 3,000/- per bigha and that
they were prepared to accept an offer of Rs. 5,000/- per bigha plus
some compensation to the Tea Garden to cover loss of valuable
Tea bushes if the tea land was acquired. Even this offer was consi-
dered as too high. So ultimately the Chief Engineer of the Railway
informed the Government of Assam on 25th July 1953 that though
the Railway wanted the land, it could not proceed with the acqui-
sition at the exhorbitant rate of Rs. 10,000/- per bigha and requested
that they may be permitted to make use of the land on an annual
rental basis till alternative arrangements could be made elsewhere
to house the staff, occupying the quarters located on this plot.
Simultaneously, the Regional Engineer, Pandu was also advised to
expedite the construction of alternative quarters.

2.2. In August, 1953, there was a representation to the Minis-
- try of Railways (from Shri J. N. Hazarika, M.P.) on behalf of
Shri B. C. Dowerah, the owner of the major portion of the area.
It was urged in this representation that the owners of the land
were experiencing serious hardship due to delay on the part of the
Railway in finalising the acquisition and that the matter should be
expedited without further delay. Later, in March, 1954, a reminder
was received, requesting expeditious decision and indicating at the
same time that the party was prepared to accept Rs. 8,000/- per
bigha. Copies of these letters were forwarded to the Railway for
detailed comments, which were received at the end of March, 1954.
The Railway was inclined to the view that even Rs. 8,000/- per
bigha was on the high side. The Railway Board accordingly in-
formed Shri Hazarika on 15th April 1954 that the Railway did not
propose to acquire the land in question. The Government of Assam
- also informed the Railway on 26th June 1954 that while the Patta-
dar was not willing to allow the Railway to occupy the land any
more on rental basis he was however agreeable to reduce the rate
to Rs. 8,000/- per bigha in case the Railway was prepared to acquire
the land. Though no reply to the Assam Government direct was
issued by the Headquarters Office, the Divisional Engineer, Dibru-
garh in a letter dated 12th January 1955 informed the Deputy
Commissioner, Lakhimpur that it had been decided by the Railway
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not to acquire the land and that they will only retain it at an en-
hanced rental until the land could be released. On 22nd January
1955 the Revenue Secretary to the Government of Assam informed
the Chief Engineer of the Railway that the acquisition proceedings
were being withdrawn as suggested in the Railway’s letter of 25th
July, 1953. On 14th May 1955, the Chief Engineer, North Eastern
Rajlway, issued instructions to the Regional Engineer, Pandu, to
arrange for the vacation of the quarters by accommodating the
staff in new quarters proposed for construction and to release the
land in question to the State Government by 31st March 1956. This
target date was later on extended to 31st December 1956. In the
meantime, the Government of Assam asked the Deputy Commis-
sioner, Lakhimpur on 10th June 1955 to proceed with the with-
drawal of acquisition notifications etc.

2.3. It may be explained at this stage that during the period
1053-54 there were unprecedented floods in the river Brahmaputra
which led to the heavy cutting of Dibrugarh town area—a factor
against the acquisition of land. But at the same time this also
resulted in scarcity of suitable land for building purposes. Condi-
tions, however, changed in view of the protection works which were
completed by the State Government before the floods of 1955. The
District Engineer, Dibrugarh, on finding that there was hardly any
suitable vacant land where new quarters could be built and also
that the prices of land in Dibrugarh town were soaring high, rang-
ing between Rs. 7,500/- and Rs. 14,000/- per bigha, recommended to
the Regional Engineer, Pandu, on 20th October 1956 permanent
acquisition of the land at the rate of Rs. 8,000/- per bigha, as being
reasonable in the changed circumstances. The Headquarters Office
was not aware of this suggestion of the District Engineer until
February 1956 when the District Engineer sent a copy of his letter
to the Chief Engineer. The Regional Engineer, Pandu, himself
recommended to the Chief Engineer the permanent acquisition of
the land at Rs. 8,000/- per bigha for the first time only on lith
April 1956.

24 Meanwhile while dealing with a further representation re-
ceived from the land owner the matter was again reviewed by the
Railway Administration and the General Manager himself perso-
nally approved on 7th December 1955 the suggestion of the Pri-
vate Secretary to the Chief Engineer that, on completion of the
quarters elsewhere in Dibrugarh, an estimate for which had already
been sanctioned, the plot under question should be vacated and the

Railway Board informed accordingly.

25. In January, 1956 the land owners filed a Civil Suit in the
Assam High Court praying for disposal of acquisition proceedings
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expeditiously. On this petition, the High Court passed the follow-
ing orders:—

“Let a rule issue calling upon respondent to shown cause
why the writ as prayed for should not be issued or
why such further order or orders be not passed as this
court may seem fit and proper. The rule is made re-
turnable within four weeks.”

On Tth February 1956, the Government of Assam vide notification
No. RA16/48/201 dated 7th February 1956 withdrew from the land
cequisition proceedings.

26. The Regional Engineer, Pandu advised the Chief Engineer
on 18th February 1956 that it was not possible to vacate the land
within the target date of 31st March 1956 as the site for new quar-
ters had not yet been finalised and that he was arranging to engage
the legal adviser and if necessary a Senior Advocate to conduct the
case from the Railway’s side with reference to the civil suit filed
by the land owners. The Chief Engineer enquired from the Re-
gional Engineer on 6th March 1956 what was hold ng up the final
selection of site for the construction of the new quarters. The Dis-
trict Engineer advised the Regional Engineer and the Chief Engi-
neer on 19th March 1956 about the difficulties regarding vacation of
the land by 31st March 1956. The Chief Engineer in his reply
directed the Regional Engineer on 13th April 1956 to retain the land
upto 31st December 1956. Meanwhile for the first time on
11th April 1956, the Regional Engineer recommended to the Chief
Engineer the permanent acquisition of land @ Rs. 8,000/- per bigha.
Later on 14th July 1956, the Engineer-in-Chief, North Eastern Rail-
way informed the Regional Engineer, Pandu that land would be
required at Dibrugarh for construction of about 2000 quarters in
connection with the proposed extension of the Mechanical Work-
shop at Dibrugarh. Thus a reconsideration of the earlier decision
not to purchase the land became increasingly pressing. The Chief
Engineer, North Eastern Railway, Gorakhpur, therefore requested
the Railway Board on 15th September 1956 for reconsideration of
the earlier decision communicated in their letter of 15th April 1954
and sought approval for acquisition of the land at Rs. 8,000/- per
bigha in view of the acute shortage of staff quarters and non-avail-
ability of spare land belonging to the Railway for building quarters.

2.7. The Civil suit in the High Court came up again for hear-
in on 23rd November 1956 and the court ordered that the Rail-
way should either proceed with the acquisition of land in question
or vacate the land within two months. Reserving the judgment,
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the court desired to know Railway’s reaction. The Raiiway Advo-

cate was instructed on 30th Novmeber, 1956 to inform the court
as follows:—

“It has been proposed to acquire Shri Dowerah’s land per-
manently and the matter has already been referred to
Railway Board, who is the competent authority to de-
cide the issue. It may take some time to receive
Board’s final decision. Please therefore obtain an ad-
journment till receipt of Railway Board’s order or at
least for a month on the above ground.”

On this the High Court asked the Collector “to dispose of the acquisi-
tion proceedings according to the law.”

2.8. The Government of Assam vide their letter No. RA/16/48/
245 dated 6th June 1957 informed the Railway Administration that
with the withdrawal of Government of Assam from the Land acqui-
sition proceedings, the land vested in the owners and the Railway’s
occupation of land would be treated as unauthorised and asked
the Railway Administration to vacate the land. The State Gov-
ernment continued to press for the vacation of the land but the
Railway had been asking for time as it was proposed to acquire
the land and a decision was awaited from the Railway Board.
Ultimately the Railway submitted land acquisition papers again on
22nd September 1959 to the Dy. Commissioner, Lakhimpur.

3. In the light of the above facts, the Ministry of Railways would
like to offer the following remarks cn the Committee's specific ob-
servations:—

(a) The Committee have observed that “they do not under-
stand why no attempt was made by the Railway Admi-
nistration to stop the withdrawal of proceedings by the
State Government in February 1956 when the recom-
mendation of the District Engineer was available in
October 1955 and it was still under consideration.”

As would be observed from paras 2.3 to 2.6, the decision of the
Administration taken in 1953 of vacating the land and returning
the same to the owners had not been reversed until September 1956.
Even though the District Engineer had recommended in October
1955 to his Regional Engineer the acquisition of the land at the re-
duced rate of Rs. 8000/- per bigha, it was only on 11th April, 1856
that the Regional Engineer recommended the same to the Chief
Engineer by which time the notification of the Government of Assam
dated 7th Fobruary 1856 withdrawing the land acquisition proceed-

inge had issued.
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(b) The Committee have observed that “in November 1956 when
the High Court wanted to know before 3rd December 1956 whether
the Railway Administration still wanted to pursue the acquisition

proceedings, there was no response from the Railway Adminis-
tration.”

As would be observed from para 2.7, the Railway did take action
to make clear the Railway's intention in the matter.

(¢) In conclusion, the Committee have commented on the delay
of 24 years on the part of Railway Board in replying to the refe-
rence from the Railway Administration.

The Railway Board agree that there has been some avoidable
delay in processing this case. As already suggested by the Com-
mittee in para 46 of their 13th Report (Third Lok Sabha), a review
1s already being made of the procedure of dealing with references
made to the Railway Board with a view to avoiding such delays.

This has been seen by Audit.

Additional Member, Finance,
Railway Board.
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Summary of main conclusionsirecommendations of the 32nd Report
of the Public Accounts Committee on Appropriation Accounts
(Railways), 1962-63 and Audit Report (Railways), 1964.

Sl. No. Para No. of Report

Mainistry concerned Conaclusions/recommendations

2

3

4

2

Railways

—do—

The Committee observe from the table showing percentages of
variations between total grants and disbursements during last §
years that while in the case of voted grants the variations had been
small, in the case of charged appropriations they were quite sub-
stantial. The Ministry of Railways would be well advised to
examine as to why their estimates in the case of charged appropria-
tions were so wide off the mark all these years.

The Committee feel that the position of non-utilisation of funds
by the R.S.D.O. should have been evident to the Railway Adminis-
tration before approaching Parliament for supplementary funds
under these demands. Even granting that approval of Parliament
was to be obtained for undertaking new surveys through the medium
of supplementary grant, the Committee feel that a token provision
could have been obtained for the purpose.
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The Committee observe that under Grant No. 9 the Eastern and
Northern Railways had anticipated as many as 90 and 43 court cases
and arbitration awards, whereas the cases actually settled were 36
and 5 respectively. They are unable to see any reason as to why
a better assessment was not possible even as late as in February,
1962 when the Ministry approached Parliament for supplementary
grants. The Committee suggest that the reasons for such a
inaccurate assessment on Eastern and Northern Railways should be
investigated and suitable remedial measures taken to avoid recur-
rence.

The Public Accounts Committee (1963-64) while examining
similar cases of inadequate and injudicious surrenders were inform-
ed by the Ministry of Railways that steps had been taken to simplify
the accounting procedure and that the position in this regard would
show an improvement in respect of accounts for the year 1962-63.
The Committee regret to observe that instead of showing an improve-
ment the position had further deteriorated.

SgI

The Committee trust that the Ministry of Railways will further

tighten up the procedure and ensure that the Railway Administra-
tion keep them fully informed of the latest position and they in
turn scrutinise the same properly before surrendering any amounts
or approaching Parliament for supplementary funds.

The Committee trust that the Ministry of Railways will further
examine the reasons for delays in settlement of these (Provident
Fund) cases. As delay in settlement of retirement dues causes
hardship to the retired employees the Committee would like the
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Ministry of Raiways to initiate suitable remedial measures to avoid
such delays in future.

The Committee feel that these are further instances which
indicate failure on the part of the Railways Administrations to watch
the progress of expenditure under the Grants and assess their
requirements suitably.

The Committee, while conceding that the precise estimates regard-
ing equipment, plant and machinery could not perhaps be made
carlier, find it difficult to see why there should be so much increase
in the estimates for structural works etc. It is observed from the
note that in increase of Rs. 148.7 lakhs in the township was due to
larger number of quarters found necessary as against quarters earlier
included in the urgency certificate and provision of marketing,
educational, medical and recreational facilities etc. Similarly,
Rs. 20 lakhs were added due to additional area for administrative
and workshop offices. The Committee feel that these requirements
could have been assessed more realistically even in the initial stages.

While the Committee appreciate that delay caused by the docks
strike in New York was entirely beyond the control of the Ministry
of Railways, they feel concerned to learn that some components of
the locomotives were mis-dispatched/over carried etc. They desire
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that the circumstances in which this occurred should be thoroughly
investigated and suitable steps taken to avoid recurrence in future.
The Committee would also suggest that efforts should be made to
accelerate the tempo of production to achieve the targets laid down
by the Railway Board for the Third Five Year Plan, viz., 95 loco-
motives in all including 12 knocked down locomotives.

The Committee hope that this target (having indigenous content
to the extent of 90 per cent. in the later part of Fourth Plan) would
be rigidly adhered to and if possible improved upon further.

The Committee had also desired to be furnished in this con-
nection wiih further details about th= terms of agreements entered
into with the foreign collaborators and the extent to which they
had been fulfilled. This information is still awaited.* The Com-
mittee would watch the progress of this project (Diesel Locomotive
Works) and the achievements made to fulfill the targets of produc-
tion etc. through subsequent Audit Reports.

While there has no doubt been some improvement in that the
percentage of savings under the grant has been reduced from 25-6
in 1958-59 to 155 in the year 1962-63, the Committee are also un-
tent of saving is still on the high side. The Committee are also un-
able to accept the plea of large number of works as ample justifica-
tion ‘or over-estimation under the Grant. They feel that with their
experience in the matter of procurement of material etc. year after
year, the Railway Admin strations should have been able to frame
their requirements much more precisely.

9 11
10 12
n 13

sSince received.
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The Committee would in this connection invite the attention of
the Ministry to their recommendations ccntained in para 5 of the
15th and 21st Reports (Second Lok Sabha) wherein they had sug-
gested the submission of periodical reports by the Supply Organisa-
tions to the indenting Ministers. They trust that these suggestions
are being followed properly by all concerned.

The Committee regret to observe that as revealed in the present
case even towards the close of the financial year the Administrations
were unaware of the fact that expenditure under the grant was going
to exceed the funds by Parliament. They would, therefore, like the
Ministry to examine what improvements are necessary in the extent
procedure for watching the progress of expenditure, to avoid recur-
rence of such excesses in future.

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

The Committee are not satisfied with the explanation offered in
justification of employment of staff for running the grainshops es-
pecially cn the Eastern Railway. They suggest that besides continu-
ing efforts for closing down the grainshops, the question of reducing
the staff should be examined to minimise the losses to the extent

possible.
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In the opinion of the Committee the residual work on the Northern
Railway could have been dealt with more expeditiously. They hope
that the residual work on the South Eastern Railway would not be
allowed to drag on as happened on the Northern Railway and that
it will be completed by the close of the financial year.

From the information furnished the Committee find that the num-
ber of claims paid on account of pilferages from sugar consignments
at Kantapukur have been steadily rising. The Committee cannot
view this drain on the exchequer with equanimity. They would like
the Ministry of Railways to convene a meeting with the Ministry of
Transport and the representatives of the Eastern Railway and Cal-
cutta Port Commissioners to devise effective measures to put a stop to
such pilferages from sugar consignments awaiting export at Kanta-
pukur,

The Committee trust that the Railway administration will con-
tinue to make endeavours and take suitable measures to further re-
duce losses on this account.

The Committee regret to note the unsatisfactcrv state of store
ledgers. They would like to be informed of the progress made in
the clearance of these arrears and the final cutcome viz. the shortages
and surpluses detected in the stores.

On the suggestion of the Ccmmittee the Financial Commissioner,
Railways assured the Committee that the whele matter relating to

681
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clearing up of these cases (stock verification sheets) would be con-
sidered from all aspects and some officer would be specifically deput-
ed to clear the arrears. The Committee would watch the results
through subsequent Audit Reports.

While the Committee do not want to go into the merits of the two
gystems nor do they want to question the administrative decision,
they nevertheless cannot help observing that according to the facts
disclesed in the note furnished by the Ministry, the stand taken by
the Railway Board that the position regarding execution of works
was unsatisfactory under the zonal system and improved considerably
when they switched over to the area contract system is not fully
borne out. The fact that as many as 10 per cent of the work orders
tssued upto 31-3-1862 remained uncompleted upto 30-9-1962 seems to
indicate that no significant improvement hud been achieved even
after following the costlier method.

The Committee can hardly appreciate this stand. So long as the
discretion vested by the rules is exercised rightly by officers there
is no reason why they should feel that their actions are looked upon
with suspicion. They are also surprised at the earlier observation
that the “extra expenditure was only hypothetical” From a note
subsequently furnished to them the Committee observe that during
the period 1st April 1962 to 30th September 1962 a sum of
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Rs. 28,72.128 was paid to the area contractors, while if the.zonal
rates were followed only a sum of Rs. 24,81,801 would have been
paid. This clearly brings out that there was an extra expenditure

of Rs. 3,891,327 during the period of 5 months.

The Committee are surprised at the manner in which the Minis-
try tried to defend an obvious lapse on the part of the Railway
Administration. From the facts placed before them they cannot but
conclude that the financial implications of the two systems were not
thoroughly gone into by the Railway Administration before switch-
ing over to the area contract system.

The Committee consider this unfortunate that there was some
confused thinking on the part of the Railway Administration in
implementing Railway Board’s instructions and hope that such con-
fusion will be scrupulously avoided in future, specially when deal-
ing with important matters with wide financial implications.

The contention of the Railways about the misinterpretation by
the contractor is not proved as the arbitrator and also the District
Court have upheld the contractor’s contention. This shows the
contract was defective.

The Public Accounts Committee have on many occasions impress-
ed the need for proper scrutiny o agreements with private parties.
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They regret to observe that in this case the form prescribed for
single stations was adopted in a routine way for the entire zone.

The Committee desire that the matter should be further investi-
gated and responsibility fixed for the inaction and delay in handling
this case (referred to in para 27) in the Railway Administration.

The Committee may be informed of the final outcome of this
case referred to in para 27 of the Report.

From e note submitted to them the Committee find that out of
43 cases referred to arbitration, during the 5 years 1959-60 to 1963-64,
27 had been decided of which as many as 25 had gone in favour
of the contractors. In the light of this experience the Ministry of
Railways would be well advised to examine the reasons for such a
large number of cases having been decided against them and consi-

der the feasibility of improving the procedure of reference of cases
to arbitration.

The Committee feel that mere issue of instructions will serve no
purpose until their compliance is insisted upon in all cases and the
defaulters are suitably dealt with. They would further watch the
implementation of the assurance’given by the Ministry in this regard.

Te1
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(i) The Committee are not satisfied with the explapation. In
theid option the Controller of Stores to whom letter were address-
ed by the D.G.S.&D. neither checked the position regarding the
period of validity of the offer with tender documents in his possess-
ion nor did he enquire this fact from the D.G.S.&D., when the
latter was reminding him for an early reply.

(ii) The D.G.S. & D. also cannot be considered free from blame
as he did not specifically mention this important fact in his com-
munication. The Committee would suggest that to avoid such cases
in future the D.G.S.&D. should invariably bring the period of validity
of the offer to the notice of the indentors.

What struck the Committee in this case was the casual manner
in which the Railway Board processed the contract of supply of
M.S. Plates. The supplier had defaulted not only in terms of speci-
fications but also deliveries. He had failed to furnish the perform-
ance guarantee bond in time. But the Ministry apart from penalis-
ing the supplier did not even negotiate with him to seek a reduction
in the cost in keeping with the latest offer received by them.

The Committee are surprised to note that even such an impor-
tant fact that the plates did not contain copper was overlooked by
the Inspector. This cannot be considered as an inadvertent mistake
but indicates lack of proper care in inspecting the material. They
trust that the supply organisation will take suitable steps to avoid

recurrence of such cases.
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The Committee regret to observe that lack of co-ordination and
improper scrutiny o.i the tender documents resulted in extra expen-
diture in this case. They are not aware whether the Ministry had
enquired into the reasons for this lapse. Apart from the initial
mistake of omission to assess the quantum of work the Committee
feel that the officers who finalised the contract and signed the agree-
ment as late as May, 1958 with the full knowledge that the rates
were unreasonably high also did not act in the best interest of
Government. Having come to know the correct position, the officers
could at least negotiate wilh the contractor and seek suitable
reduction in the rates before entering into formal agreement with
him. The Committee suggest that the matter may be thoroughly
investigated and responsibility fixed for the various lapses.

The Committee got the impression that the Railway Administra-
tion did not deal with this case with proper thought and vigour.
The facts that the execution of the contract was not followed up
with the contractor in the earlier stages when he produced only a
few wagons after 19 months and subsequently the design was
changed soon after the production of the first wagon, indicate that
the Administration had not assessed their requirements fullv before
placing an order for 300 units. Subsequently also the inability
the Administration to make the underframes available to the firm
placed them in an unenviable position. The Committee would like
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to be informed as to when and how the unutilised materials of the
value of Rs. 60,631, taken over from the contractor were utilised
by the Railway Administration.

The Committee feel that with a little more planning the Minis-
try could have avoided this contingency of having locked up their
capital in the purchase of material which was lying unused for the
last 7 years. When the DGS&D failed to procure the steel sleeprs,
the unfavourable situation about their availability should have
been evident to the Ministry. They should, therefore, have restrict-
ed their orders for the Loose Jaws if not altogether cancelled them.

While the Committee are glad to note that the material had
since been utilised and that there had been no loss on this account,
they cannot ignore the fact that material which was fabricated and
ready in 1957 could not be utilised till the end of December, 1963
for lack of administrative decision. They are also surprised to find
that even before the approval of the Railway Board was given the
material had been fabricated and transported to the site. The
representative of the Ministry promised to enquire into the reasons
for the delay in the execution of the project. The Committee would
like to be informed of the results of the enquiry.

In the opinion of the Committee, this case discloses lack of
proper planning and co-ord‘nation on the part of the Railway
Administration which resulted in costly equipment remaining un-
utilised for more than 6 years and other avoidable expenditure.
In the first place, the Committee find no justification for the transfer
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of the weighbridge from Dwaraka to Wankaner when as disclosed
during evidence a separate weighbridge had been ordered for that
station as early as 1956-37, and when even civil engineering works
had not been started. Further, the explanation for the infructuous
expenditure on the earthwork is also not quite convincing to the
Committee. Even granting that the work was combined with other
engineering works for purposes of obtaining cheaper rates, there
appeared to be no urgency for carrying out 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 which proved
infructuous should be further investigated and responsibility fixed
in the matter.

The Committee consider this (weighbridges awaiting installa-
tion) to be highly unsati:factory and desire that the Ministry of Rail-
ways should take suitable steps to ensure that such abnormal de-
lays in the utilisation of costly plant and machinery are avoided in
future.

The Committee regret to note that the construction of the
storage tanks costing Rs. 37,000 was taken up without proper
investigation. They can hardly accept the plea that the adminis-
tration were guided by the example of another tank which had no
difficulty since they did not follow the specification of the old tank.
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The Public Accounts Committee (1962-63) vide para 38 of First
Report had come across similar cases which reveal the tendency on
the part of Railway Administration to start engineering works
involving heavy expenditure without proper investigation. They
trust that the Ministry will take steps to ensure that such cases are
avoided in future, and that technical advice is obtained well in
advance of starting such works.

The Committee find it difficult to accept the claim of the Railways
that by constructing. the underground oil storage tanks and then
converting them as sheds for storage of vacuum brake equipments
they were able to effect a saving of about Rs. 45,000. This only indi-

cates that the estimate of Rs. 88,000 for the shed was very much
inflated.

The Committee hope that the engineers in-charge of works are
now properly following the revised specifications to ensure that
cement bags are sujtable for being returned to the cement companies.
They would also like to be informed of the circumstances under

which 21,014 bags were lost whether any enquiry had been conducted
into the loss and if so with what result.

The Committee depricate the delays on the part of the Railway
Administration in handling this important question. As regards the
disciplinary action the Committee observe that while the matter was
brought to the notice of the Railway Board in August, 1959 the officers
in question retired only in May and October, 1960. The Committee
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desire that the circumstances under which no action was taken
to fix responsibility earlier against the officers may be further looked
into. The Committee would also like to know how many out of 216
steel tyres could be put to normal use and how many had to be
rejected due to defects, and what was the loss suffered by the Railway.

The Committee regret to observe the lack of prudence on the part
of Railway Administration in ignoring the more important aspect of
the case namely to return the defective tyres to the firm. They made
attempts (which became futile because of the delay) to recover
the customs duty paid to Government. It is surprising that in such
an important matter the Railway Administration did not consider it
appropriate even to apprise the Railway Board and seek their assis-

tance.

The Committee feel that at least a sample check at least in the
warranty period if not immediately on receipt of material should be
possible to ensure that the goods are according to specifications.

The Committee trust that the Railway Board would impress on
the Railway Administrations the need to exercise better care and
checks in the indenting of stores specially those involving expendi-
ture on foreign exchange.
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The Committee regret to observe the abnormal delay on the part
of the Railway Administration in conducting the trade tests. It is
also surprising that the Railway Board having issued a policy order
did not watch its implementation within a reasonable time. The
Committee feel that the Railway Board should have prescribed a
time limit for the implementation of their instructions. This would
have avoided the anomalous situation of retrospective promotions
being effected after a lapse of ten years and more.

This is another case in which the orders of the Railway Board
were not implemented promptly by the Railway Administration re-
sulting in loss of revenue. Since the rents are required to be review-
ed every 5 years, the Committee suggest that a suitable machinery
should be evolved, if one does not exist, to ensure that cases are taken
up for review well in advance and the losses such as mentioned in
this para are avoided.

The Committee feel concerned to note the haphazard manner in
which this question was examined at different stages in the Rail-
way Administration. They could not get satisfactory explanation
for the inordinately long time taken by the Railway after the re-
commendation for relinquishment of the plots was made first in
1948 and subsequently in 1958. Equally surprising is the fact that
the ill-conceived contention of the Traffic Manager, when he sug-
gested that the retention of the plots would bring net revenue to
the Railway, was not properly examined by the senior authorities.
The Committee may be informed of the progress made in the real-
isation of outstanding amounts from 5 lessees.
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The Public Accounts Committee (1959-60) in para 52 of their
21st Report had deplored the tardy manner in which the Railway
Administrations had been maintaining the land records and keeping
watch over realisation of rents. They had then expressed the hope
that the Railway Board would pursue the matter vigorously and
arrive at a settlement at an early date. The Committee feel con-
cerned to note that in spite of the assurance given by the Railway
Board and the instructions issued by them to the Railway Adminis-
trations no material improvement had been made in the position.
They would like to be informed of the proposal to recover lump sum
amounts from the State Governments, which was stated to be under
examination of the Railway Board.

The Committee would like to be informed of the progress made
in the clearance of encroachments by the different Railway Adminis-
trations. They may also be apprised of the steps taken by the
Administration to check further encroachments. It was stated that
the Inspectors of Works and the PWIs were supposed to check the
encroachments on Railway lands. In the opinion of the Committee,
unless the staff who fail to keep proper watch are suitably dealt with,
the situation would hardly be controlled.

In the opinion of the Committee the construction of the barracks
was sanctioned without proper planning. Had the real requirements
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of the Protection Force been properly ascertained before starting the
construction, the avoidable expenditure would not have been incur-
red. Further, from the statement furnished by the Ministry the
Committee find that in several cases (at Perambur, Arkonam, Banga-
lore, Vijayawada and Tiruchirapalli) the barracks remained
unoccupied for periods ranging from 1 to 4 vears. The circum-
stances under which the buildings remained unutilised for more than

one vear may be enquired into.

This is another case where construction work was taken up with-
out considering all the pros and cons. The Committee recommend
that instructions may be issued to the Railway Administrations that
propusals for construction work involving huge amounts should be
properly scrutinised by the competent authority to avoid such losses
as mentioned in this and the ecarlier para.

While the Committee appreciate the progress made in the clear-
ance of outstanding amount, they cannot overlook the fact that rules
regarding collection of demurrage and wharfage charges were not
rigidly followed by the Railway Administrations. In their opinion,
the Railways being a commmercial organisation should be more prompt
and business-like in recovering these charges. The Committee would
like to be informed of the further progress made in the recovery of
outstanding amounts.

The Committee regret to note the lapses on the part of the station

staff and the Accounts organisation which resulted in the accumu-
lation of arrears and the unsatisfactory position of accounts. Such
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lapses on the part of a commercial organisation are unfortunate.
The Committee suggest that the reasons for these lapses should be
further investigated and responsibility fixed in the matter.

While the Committee appreciate the views expressed by the repre-
sentative of the Railway Board that satisfaction of the public should
be the main criterion for catering on Railways both departmental
and through contractors, they nevertiheless feel that the financial
aspect also cannut be over-looked altogether. The Commitiee are
not at all impressed by the naive argument that public satisfaction
was of more importance because in the same city in another sister
Railway ice-creai. was sold under different arrangement which was

not only giving full satistaction to public but also handsome profit
to the Railway.

The Committee consider it unfortunate that the precise reasons
for not following the better method were not ascertained before the
officers retired from service. The explanaticn that the C.C.S. had
subsequently issued orders for the adoption cf the better method
can hardly be accepted since having extended the contract for 2
years the Administration had placed itself in the helpless position
and the decision taken in May, 1962 could not be implemented for
more than one year ie. upto 30th June, 1963.
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The Committee do not approve the method adopted by the Rail-
way Administration in awarding the contract to the firm without cal-
ling tenders or even negotiating with the firm who had applied to
them for similar licence earlier. They are surprised that even after
the complaints were received the Railway Board did not enquire into
the circumstances why tenders were not called before awarding the
contract to the firm in question. The Committee take a very seri-
ous view of this irregularity and hope that such irregularities will
be avoided in future.

The Committee can hardly appreciate the inarticulate argument
advanced by the Railway Administration to cover the obvious lapse
on their part. As already admitted by the Railway Board, there
had been inordinate delay in implementing the Board’s decision by
the Railway Administration. The Committee feel that even after
making due allowance for the problems created by the bifurcation
of the Railways, the time taken by the N.F. Railway in implementing
the Railway Board’s decision was excessive.

The Committee find that the time taken by the Railways in im-
plementing the orders of the Railway Board issued as early as in
1957, to review and revise the licence fee, rent and other charges
levied for catering and vending contracts has been excessive. The
Committee would like to know when these orders were actually im-
plemented on each Railway and what action has been taken where
the delays were found to be avoidable. Earlier in the Report the
Committee have commented upon another case where the decision
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of the Railway Board was implemented by the North Eastern Rail-
way after about 10 years. The Committee would, therefore, sug-
gost that while issuing orders for revision or enhancement of rates
etc. which have a bearing on all the Railways, the Railway Board
should in future lay down a definite date for the implementation of
their orders. They should also call for periodical reports from the
individual Railway administrations so that the Railway Board is

kept fully informed of the progress of the implementation of their
instructions.

The Committee may be informed cf the final outcome of this
<ase referred to in para 61 of the Report.

The Committee consider it unfortunate that such a lacuna in the
procedure for recovery of dues from contractors should have existed
on all the Railways.

The Committee hope that with the above measures already adopt-
ed no accumulation will occur with regard to electricity and water
charges to be recovered from contractors.

The Committee observe from the statement (given in para 63)
that the amounts outstanding on the North Eastern, Eastern, South
Eastern and Northern Railways are quite substantial. They desire
that the Railway Board should enquire into the circumstances lead-
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ing to the accumulation of large arrears on these Railways, take-

steps to liquidate these arrears and devise suitable measures to avoid
such accumulation in future.

While the Committee are glad to know that a settlement had

ultimately been reached which would result in appreciable savings
to the Railways, they feel that the matter could have been pursued
more vigorously and the time lag of about 2 years in negotiating
with the firms could have been reduced. In their opinion, the con-
ditions advanced by the firms could have been settled by personal
negotiations instead of relying on lengthy correspondence. It has
been stated in the written memorandum that a meeting which was
proposed to be held in November, 1962 between the representatives
of the Railway Board, the Railways administrations and the steel
suppliers did not take place. They are not aware whether any fur-
ther attempts were made to have another meeting with the suppliers.
Secondly, it has been mentioned in the note that after it became in-
creasingly clear that a common pattern applicable to all Steel Firms
was not emerging, the F.A. & Co., Eastern Railways was asked in
December, 1963 to negotiate with TISCO and IISCO and settle a
procedure for obtaining discount on their bills rendered at Calcutta
on the same terms as for the Railway Electrification Project. The
Committee feel that side by side with their negotiations at the Board
level this course of action adopted in December, 1963 could have
been adopted earlier.
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In view of the large quantities of steel purchased by the Railways
from the indigenous steel suppliers, the matter deserved to be-
pursued more vigorously by the Railway Board. The Committee
hope that such delays would be avoided in future. The committee
cannot help feeling that due to the avoidable delay the Railways
have suffered a substantial financial loss.

The Committee desire that the Railway Board should take suit-
able measures in consultation with the Ministry of Mines and Fuel
and the Coal Controller to put a stop to this undesirable practice.
‘The Committee also hope that the Ministry of Railways would
improve their Inspection Organisation and the quality of their
inspection to eliminate losses on this account.

Even if that be so, the Committee feel that, it does not explain
the failure of the Railway Administration to execute the agreement
when the land was handed over to the Light Railway Company.
It is all the more unfortunate that no agreement was executed for
more than 12 years even after the terms of the proposed agreement
acceptable to both the parties were finalised by the year 1950. The
Committee deplore the slackness on the part of the Railway
Administration and desire that the matter should be further investi-
gated and those found guilty of neglect of duty suitably dealt with.
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The Committee can hardly accept the shortage of staff as valid
plea for not following the prescribed procedure which facilitated the
fraud and resulted in heavy losses. They regret to observe that
even when the omission was brought to their notice by Audit before
1959 no action was taken by the Railway Administration to improve
matters. The Committee desire that the reasons for this lapse

should be further investigated.

The Committee find that quite a large number of cases out of
these (pending investigation by S.P.E.) involve the allegations of
“bribery and corruption”, “misappropriation of money” and “dis-
proportionate assets”. They would urge upon the Ministry of Rail-
ways to tighten up their vigilance organisation in order to eradicate
these mal-practices. The Committee also recommend that the
Special Police Establishment should complete the investigations of

these pending cases expeditiously.

The Committee feel concerned to note that the thefts should
have been committed of such heavy material, over such a long
period, in spite of security measures. It is also unfortunate that
even after the thefts were reported prompt action was not taken to
remove the rails from the site. The Committee would like to be
informed about the results of cases of prosecution launched by the

police.

The Committee consider it unfortunate that even after the thefts
were reported the Railway Administration did not remove the
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impedance bonds and left costly equipment unattended on the
track for one and a half years, resulting in a loss of Rs. 88,437 due
to thefts. The Committee are of the view that this is a case of clear
negligence on the part of the Railway Administration.

The Committee feel that the magnitude of the problem (loss due
to missing coal wagons) is sufficiently large to merit special atten-
tion of the Railway Board. The Committee would, therefore, like
the Railway Board to take immediate steps in this direction to
reduce the malady. They would like to be informed of the special
steps taken to reduce the incidence of ‘missing’ and ‘unlinked’
wagons.

The Committee would like to be informed of the result of the
review to find actual losses in fittings of rolling stock. The Com-
mittee would, however, like to add that there should not be ony
unsurmountable difficulty in estimating the losses on account of
deficiencies in fittings in the case of locomotives and coaching stock.

While the Committee are glad to note that replies in respect of
all the items except one [Sl. No. 39 of App. XI para 42(5) to 13th
Report relating to para 58 of 1st Report 1962-63] have been received

from the Ministry of Railways (Railway Board) etc., they find that.
notes in respect of Sl. Nos. 11 to 13 of App. XI (para 13 to 15) to-
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13th Report (1963-64) are still outstanding from the Ministry of
Supply and Technical Development. The Committee deprecate
such abnormal delays in the submission of notes in respect of their
earlier recommendations and hope that the Ministry of Supply and
T.D. will expedite the submission of these notes.

The Committee note that in the cases (mentioned in para 75)
the replies furnished by the Ministries are of an interim nature
and would, therefore, await a further report thereon:

The Committee are not convinced with the reason advanced for
finalisation of tenders after lst July i.e. the commencement of the
term of the zonal contracts. In order that the contracts for the new
year can be effective from the 1st of July, it is necessary that all
formalities should be completed before that date. The Committee
would, therefore, reiterate their earlier recommendation that the
new contracts should be finalised before the 30th June every year.

The Committee are unable to accept that the case had been
dealt with on the most appropriate lines. They consider it unfor-
tunate that the matter was not dealt with firmly and with promptness
both in the Railway Administration and the Railway Board. They
trust that such cases will be scrupulously avoided in future.

The Committee regret to note the delay of more than 6 months
in dealing with this case in the office of the Regional Engineer,
Pandu. They desire that the circumstances under which the case

602



4

76 79 Railways

was not handled promptly in the office of the Regional Engineer
may be enquired into.

The Committee desire that the reasons for the delay on the part
of the Railway Board in dealing with the case mentioned in para
78 should be enquired into and responsibility fixed.
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