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INTRODUCTION 

I, the 'Chairman of the Public Accounts Committee, having been 
ruthorised by the Committee to present the Report on their behalf, 
present Ithis Twenty-first Report on the Appropriation Accounte 
(Railways), 1957-58 and Audit Report (Railways), 1959. 

2. The Appropriation Accounts (Railways), 1957-58 together with 
Audit Report thereon were laid on the Table of the Lok Sabha on the 
8th May, 1959. The Committee examined these Accounts etc., a t  their 
sittings hc!d from the 20th to 24th July, 1959. 

3. A brief record of the proceedings of each sitting of the Com- 
mittee has been maintained and forms part of the Report (Part 11). 

4. The Cornmiltc~v appointed a sub-Committee to investigate into 
the case referred to in para 14 of the Audit Report (Railways), 1959- 
Loss due to short supply of Cast Iron Sleepers ordered on indigenous 
Sleeper Manufixturers against 1955-56 Programme. The Report of 
the sub-Committee, which has been approved by the Committee, has 
been embodied in the Report as Part 111 

5. The Committee considered and approved this Report on the 8th 
December 1959 

6 .  Thc Puh! jc  Accounts Committcc (1958-59) had commented in 
thcir Fiftw; ,' ' : I.l:.!.i~ii.t o:1 caws of regrettable delays on the part of 
the Rail\r:.::; It!l,l-:in; ;:rat ion v,.l~icIt resulted in consjderable loss of 
revenue 2 n d  n.:-:.:!( !'i:l os!-.cnditux. 'This year 31~0 the Committee came 
across sirni\;lr cs,:t::s. In  one case tcndcrs for certain items of stores, 
to be pusch t rd  f ~ o m  abrnad,  wesc opc.nt?d on 6th March, 1957. It was 
known to fh!. hrlinl::\ry t h : i t  n p r i w  incl-c?a.sc of 10 pcr cent. would have 
to be paid in rcspcct of ccrt.:~in items a f te r  31st May, 1957 and yet they 
did no: finnlisc thcir ordcrs t i l l  "1st October, 1957. This resulted in 
extra expi.nditurrt of R.s. 1.7fi lakhs. In another case Government 
ordcrs wducing tlw minimuni u q e s  payable to certain categories of 
casual labour issued in  Dcccmbrr, 1954, reached the appropriate 
quarters. through usual c+anncl, in June, 1956, nfber eighteen months. 
The Cornmittcc deplord  thcse cases of delays for which they could 
get no convincing cxplar~a~ic-tn. 

7. The Committee also observed cases of inordinate delays and 
lapses on the part of supply organisations under the Ministry of 
Works, Housing and Supply. They would like to be informed of the 



steps taken by the Ministry of Works, Housing and Supply to reform 
the procedure for purchase of stores and the processing of indents in 
the light of suggestions made by the Committee from time to time. 

8. The Committee have on previous occasions ernphasised that 
disciplinary action in order to be effective should be very prompt. A 
case came to the notice of the Committee where the report of a 
Departmental Enquiry Committee submitted to the Railway Board 
in April, 1957 remained under consideration for more than two years 
and thereafter it was returned to the Railway Administration in June, 
1959 for review. The Committee were surprised at the halting 
manner in which the Railway Board were dealing with disciplinary 
cases. 

9. The Public Accounts Comrnittce also considered the question 
whether the Indian Railway Conference Association. which was 
founded in 1905, when the majority of the railways were owned or 
managed by private companies, should be continued in the present 
set-up. The Committee examined broadly the working of this organi- 
sation. Their comments have been embodied in Chapter V of this 
Report. 

10. The Committee place un record their appreciation of the 
assistance rendered to them in their examination of these Accounts 
by the Comptroller and Auditor General of India. 

UPENDRANATH BARMAN, 
Chairman, 

Public Accounts Committee. 
NEW DELHI-I. 

The 8th December, 1959. 
~ @ a i ; h z i -  r7Tl 8 8 i c r ( s a k a ) .  



CHAPTER I 

General Review of tbe financial Working of Railways during 1957-98 

During the year 1957-58, the eighth Zonal Radway, namely the 
North-East Frontier Railway was formed as a result of bifurcation of 
the North-Eastern Railway. (Although the new Zonal Railway 
started functioning from 15th January, 1958, it was decided that the 
new N.E. and N.E.F. Railwys should be considered as one unit for 
the purpose of nccwunts during the period 15th January to 31st March, 
1958 ) 

E'i~ianciul Results 

2. Recetpts.---During the year under review, tht. gross traffic 
rece~pts amounted to b. 3,79.78 crores against the budget estimate of 
Rs. 3 . 7 5  90 crnres. Then. \\w thus an increase of Rs. 1.88 crores. 

W o t k i r g  Esyt:rws.- -'I'hi ordinary workmg expenses excludiug 
approprint ion to Deyreiation Reserve Fund and payments to worked 
lines. amounted to Ra. 3,06.22 crores and exceeded the budget of 
Ra. 2 .84  46 c.n?res by Hs 21 78 crcrrez. 
Ilr 

L k p r ~ ' c u t i ~ ~ ? ~  Heserlje h'tlrid.-The provision for appropriation te 
Dtyr w i a  t ion R e s t n ~  F'urd was maintained at Rs. A5 crores. 

Uuzwloptwn t F I L T L ~ . - -  A sum of Rs. 13.38 crores representing the 
surplus at the end of thc year w a s  a l l o c a t 4  t o  the Development Fund. 

Operutiiry Hutio.-The upcrating mtio for the gear 1957-58 was 
81.21 iw against 79.90 for the previous year. 



CHAPTER XI 
Budgeting and Control over Expenditure 

Sawings over Voted Grants and unnecessary Supplementary &an& 

3. There were savings in 9 out of the 19 Grants during 1957-58 ~ I J  
against 14 during 1956-57. The total amount of these 9 Grants 
(Final) was Rs. 147 crores and the total m o u n t  of savings was 
Rs. 27 crores, the percentage of savings being 18.50. The following 
table shows the net savings (separately under Revenue and Capital) 
during 1957-58 as  compnred with the previous year 1956-57: - 

Year Total Grant and Saving or Percentage of 
Appropriation Excess Col. 3 to Col. 2 

Expmditure met from Revenue 

Expendi~urc rncr from Cupitd, Depreciatiun R e s m ~ e  FunJ 
atul Dcveloptnent h n d  

- - .- -- - - 

The above figures indicate that in 1957-58 while in the case of 
expenditure met from Capital, Depreciation Reserve Fund etc., the 
Railways incurred expenditure in excess of what was granted by 
Parliament, in the case of 1wenue expmditure the percentage of 
savi~lgs had increased from 2-09 to 3-27. The percentage of savings 
under individual Grants ranged from .04 to 56.60. The largest 
saving of 56-69 per cent. was in Grant No. 20-Revenue-Appropriation 

. to,Deve!opmcnt Fund; this was due to a reduction of the surplus 
which in turn was due to cxcews urtder working mpcnsrs without 
corresponding increase in earnings. 

The Contmittee observe that control over expertditure durtny the 
yeor under revi.ezc: i n  so far as it was to 'be directed to the prevention 
or limitation of excesses over grants and appropriations wns less 
efec t ive  than in th.e previous year. 

4. While commenting upon the savings disclosed in the Railway 
Accounts for the years 1955-56 and 1956-57, the Public Accounts Com- 
mittee in para 4 of their 15th Report had expressed surprise us to how 



&spite the maintenance of 'Liability Registem', the Ministry of 
Railways were not in a position to assess their total requirements of 
funds accurately, In a Memo. submitted to the Committee pursuant 
to action taken on this recommendation of the Committee, it was inter 
atis pointed out that "at the 'instance of Audit, instructions to Railway 
Administrations were issued in October, 1958, reiterating the import 
ance of maintaining Liability Registers both on the works and the 
revenue sides". In .the course of their examination of the represen- 
tatives of the Ministry of Railways (Railway Board), the Committee 
were informed that in a number of cases where expenditure had been 
incurred in excess of the Voted Gmnts, the Liability Registers had 
not been maintained by the Accounts staff concerned properly. The 
Committee were surprised at this. In their opinion, mere issue of 
instructions will have no meaning unless diwegard of instructions is 
dealt with suitably. 

5. The Committee took special note of Grants Nos. 14 (Open Line 
Works--Hevenue-other than Labour Welfare) and 18 (Open Line 
Works-Development Fund) under which savings to the extent of 
Rs. 1.70 crores and Rs. 6-68 crores respectively, had occurred. Savings 
h ~ d  occurred in these two Grants during the last three years. In 
extenuation, it was urged that the savings under these Grants were 
due to less expenditure owing to slow progress of works as a result 
of non-availability of materials to the extent required, delay in finali- 
sation of schemes, sanction of plans and expenditure on certain works 
being Irvnsfcrrc:l t o  other Grants owing to  cl;,~r;g,: of a l lxat im. The 
items included in these Grants (Nos. 14 2nd  1::) c..l:il_.:::l a \vicie range 
such as providing/improving goods facili!ie.:. :.:. .:iri:::; i'?.:.i!ities, inter- 
locking arrangcmenls etc. for which :: I - ; ?  o f  cn:egaies of 
mnt.criaIs were to be obtained. It has bcoil cspln:ned that while 
every c?ffort wns made 1.0 prt.!.**:i:.e l.hc E'::: i m : : ; ~ ~  ;::: accurately as 
possible, the rcwipt of storcs did not materiakc as an!icipated. The 
maill itc\ms of slorcs covcrcd by Grant No. 14, which were affected in 
this manner wcrc signal, tele-communication and inter-locking e q u i p  
mrnts. A portion thcrcnf related to certain importcd items, the 
purchase of which had to be deferred due to foreign exchange diffi- 
culty On the geneml question of procurement of stores, the Com- 
mittee were told that the recommendations made by them in para, 5 
of the 15th Report ( v i z . ,  submission of regular reports and returns 
by the Purchase Organisations abroad) would facilitate accurate bud- 
geting. It was also suggested that a similar procedure might h 
introduced in respect of stores procured indigenously by the D,G.S.&D. 
The Committee desire that the feasibility of implementing thi, nrp- 
gesfion might be eramined i q  the  Ministry of Works. Housing an& 
Supply os early as possible. 



6. As regards budgeting lapses due to delays in finalisation of 
schemes, allotting funds prematurely in advance of prepration of 
plans and estimates etc., the Committee would invite attention to 
their recommendations contained in the Eighth Report (Second Lok 
Sabha) and suggest that the Ministry of Railways should also follow 
suit and include in the Budget Estimates to be presented to Rwlia- 
ment only such of the schemes which are finally approved and are 
ready for execution. In respect of schemes and projects which have 
not  been finalised at the t ine  of framing the budget estimates of a 
year but are likely to be approved and takell in hand during that year, 
the Ministry of Railways may obtain the apprvval of Parliiament b y  
rnemrs of a token grunt and later on, when the detaik are worked out, 
rak for a Supplemmtary Graut for exeating the work. Such a pro- 
cedure would, in  the upintow of the Committee. reduce over-budgeting 
011 the Railumls to a great extemt. 

7. Excesses over Voted Grants and Charged Appropriations.-In 
rhe year under Report, there were excesses in 9 Voted Grants as 
against 5 during 1956-57, as shown in the statement sub-joined in 
Table I below: - 



Pucrntage Perccn- 
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-____._ _-- - - -  - - - - - - - . . - - -~ --- ____. _ f _ _ _  
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TABLE 11 
Excesses over charged uppropriatiom.-During the period under 

report, excesses occurred in the following three cases as compared 
to two in the previous year which require regularisation:- 

(Fhgures in units) 

- . . . . .  ..... ..-. . .-- . -. . 

Rs. Rs. Rs. Rs. Rs . 
6-Revcmle-- Working Expenses . . . . . . 54,962 54,962 i w . ~  

Ojxr~t irg  Staff 
15--Constraction of New Lines . . . . . . 45,002 45,002 r a ?  
16--Open Line Works-Addi- 

t j m s  . 5,003 5,ocw 10,801 5 , 8 0 1  116.(12 
- . - - .  - - -  - -  - 

The detailed reasons for the excesses under each Grant/Appropria- 
tion have been set forth in the notes (Appendix 111) submitted to thc 
Committee by the Ministry of Railways (Railway Board). It  has bcen 
stated in  the explanatory note that according to the principle enunciat- 
ed by the Public Accounts Committee in their Ninth Report (Secrmd 
Lok Sabha),  viz., the Co~nrnit!ee might take into account at thc time 
of r=ommending the regularisation of excesses such of the misclnssi- 

. fications in the accoun:~ whlch either attriict or avoid thta nwcssity 
of ~egular isa  tion of the expcndilure bh. Fbrliament, the amounts 
requiring the vote of Par1i:iment should hc amended as indicated in 
Col. 7 of the statement given in Table I above. 

3. The Committee coi~:;idcrcd the memoranda furnished by the 
Mlr~i.~?r.>, of Railways ( I t a i l w ~ y  Board) giving the rcascms for the 
above excesses. The excesses in Grnnt Nos. 7, 9, 12 and 15 were 
quite small, being below 1 per cent., while the ex:,i,sscs in Grants 
Nos. 4 and 16 also were only 1.47 per cent. and 1.33 per cent. 
respectively. The only significant excesses were in  Grants Nos. 5, 
8 and 17. 

In the case of Grant No. 5 (Revenue--Worklng Expenscs-Re- 
pairs and Maintenance), thc excess of about Rs. 3.90 crores was about 
3-9 per cent. over the final grant of Rs. 100.67 crores. Of this, it was 
admitted by the Railway Board that excess of about Rs. Flfil, lakhs 
related to items in r e s p t  of which closer estimation was possible. 
In extenuation, the Railwav Board urged that there were practical 



difaculties in making accurate forecasts of expenditure under this 
Grant even during the closing months of the year. With the large 
increase in the size of the Railway assets as a result of successive 
Plans, forecast of expenditure on repairs and fnaint~nance had become 
more difficult. It was admitted that the situation called for fresh and 
improved methods of estimating and control of expenditure and the 
Railway Board hoped that the remedial measures already taken by 
them at the instance of the Committee (c.f. paras 5-6 of the 9th Report 
C e c o n d  Lok Sabha) would result in improvement in controlling this 
Grant in future years. 

From the note (Appendix IV) furnished in this connection the 
Committee, however, observe that not only is there no ascertainable 
basis on which provision for maintenance and repairs of residential 
buildings is made in the budget, but also each Railway Administration 
spends on rneintenance of such buildings without regard to the avail- 
ability of funds, The Comnli ttee understand that the actual expendi- 
ture on the maintenance of railway residential buildings far exceeds 
that permissible on the Civil or the Defence side. The Committe 
have been informed that a proposal to introduce a uniform procedure 
for providing funds for repairs and m~intenance of residential build- 
ings of railways with reference to capital cost etc. and fixation of 
suitable ceilings in this respect on lines similar to the system obtain- 
ing in the Central P.W.D. and M.E.S. is under the examination of the 
Railway Board. The Committee would urge that an early decision 
should be taken on this question as the introduction of such a pro- 
wdwe will not only help the Railway Administrations to frame their 
budget estimates on a more realistic basis but also ensure unifonn and 
economic standards of maintenance of buildings. 

9. As regards excesses over "charged" appropriations under Grants 
Nos. 6 and 15, it was explained that the excesses were due to certain 
expenditure on account of payments decreed by courts, provision for 
which was made under voted grants. The Committee regret to 
observe that the Railwag Administratiom had overlooked the statu- 
tory provkions in Article 112 of the Constitutim undm which arch 
pcrt~rnents ate treated as 'Charged'. 

19. Subject to the above obsetvations, the Committee r e c o m d  
that the excesses referred to in para 7 above may be reguZa+ised 'by 
Parliarnkrt in the manner prescribed in Article 115 of the Ctm~titutiolr 



CHAPTER nr 
.Losses, Nugatory Expenditure, Financial Irregularities nnd Other 

Topics of Interest 

Avoidable expenditure on sea freiglut-para 15 of Audit Repor! 

11. The D.G.I.S.D. entered into a contract with a continental firm 
for the supply of 2050 '0' type railway wagons. The firm was called 
upon to furnish its packing specification which it sent on 21st March, 
1956. The shipping arrangements were finalised soon thcreaitcr. 
Subsequently it was noticed that the packing spccification of this 
f i  covered more shipping space than that under the methods 
adopted by the two other firms-one British and the other Austrian- 
which were also supplying similar wagons. On the 5th July ,  1956. 
i.e. a h u t  four months later, the firm was adviscd to follrrw the ship- 
ping specification adopted by the Austrian firm to which i t  rcadilj 
agreed. By this time, however, 400 wagons had already I w n  packcd 
which resulted in an extra freight charge of £9,200 TIlc parking 
specification of the British firm was even more cconomic;il from tht 
point of view of freight; but the Railu*ay Adviser in London attached 
to the India Store Department was not sure whether t l ~ r  cconorny 
in freight by the change in packing specification ~vould not I F  offset 
h ~ -  the extra cost involved in re-erecting the wagons in Tn~li:~ Hc 
:i~nreforc. wrote to  the Inspecting Oflicer. Vienna on 14111 D~crrnttnr.  

and endorsed a copy to the RaiIway Board sccking tllrir ;idvjcc 
in the matter. On 5th Ju ly ,  1956, he sent a rcmindw to  the Rq'I , I IV:I-\. 

Board and asked for instructinns. The Railway Ronrd informcd t h e  
India Store Department on the 24th August, 1956 that thc cwf of 
erection of wagons in Indin would remain tllc samc irrcsprrtiw of 
the method of packing and that the most cconomic shipping spccifi- 
cation should, therefore, 11c adopted for all future consignments No 
action was. however, t a k n  in this matter by the D.G.1.S D, as t l ~  
communication was not traceable i n  his office. Had the dircctjvr 
of the Railway Board bcen implemented even at  that stage (August. 
1956) there would have bcen a saving of at least E8,800 on tlw frciqhl 
of 800 wagons shipped thereafter. 

12. In evidence, the Committee were informed that the  packin&: 
specifications received from the film on the 21st March, 1956 and 
the quotations received from the shipping agents on 21st April, 1956 



were referred to the Railway Adviser by the D.G.I.S.D. for techni- 
cal acceptance on the 4th May, but the file reached him only on the 
26th June. The Committee wanted to  know the reasons for this 
delay of seven weeks. The Ministry of W.H. & S. have furnishd 
a notc to the Committee (Appendix V) according to which ihf*  
packing specifications were referred to the Railway Adviser on the 
4th May by the D.G.I.S.D. Although there is no record of the 
Railway Adviser having seen the file on that date or immediately 
thereafter, further minutes recorded on the file indicated that the 
shipping specifications had been under consideration by the  Railwcl. 
Adviser all the time till he recorded his decision on the 5th July, 
1956, suggesting the adoption of the Austrian specificatiot~ for tht 
first 750 wagons pending instructions from the Railway Board. Thl 
Committee find from one of the minutes (extracts furnished to 
them) that in rcsprtct of supply of C. R. type wagt,ns. the  more 
economical system of packing (from the point of ;,leu. of freight) 
was decidrd to Ile adopted at a discussro~ In May at which t h r  
Railway Adviscl was also prcsent. If so, :hc Committee do r i o t  
understand why a similar decision could not h a w  been taken in 
respect of '0' type wagons also In i i i e t r  opinion, a iIiorotigi: ctlqulr?, 
1s called fol. i l l  t h i s  case zctth n r i t ~ r  f r ~  f.rinn t i l ~  r m p o t ~ ~ . t ~ : I r :  f o i  
1 1 1 ~  d e l q  ni ld  conwquwt loss 

The Mcchanlcnl Engineer. Vtshakhnpalnam (will) iv;is in ciiargc 
o f  re-cwction of wagons in India) Ilnd \s-r:ttcn t o  tix Rniiway Bead 
cm t h e  18th ,July, I956 that i t  ;vnuld I:c cconomicsl 1 )  f c - t  a11 the 
wagons packed according to the Rritisli specification as the charges 
payablc for thcir crcction in India wn111d br thc samc. A copy of 
this lcttcr was also cndorscd by the Mechanical Enginrer to the 
D.G.. I.S.D., IJondoti.  1 . i i t  tht. la t tw took no action on i l  The I C ~ ~ C I  
was not even brougt~t t o  the notice of the Railway Adnscr  by the 
D.G., I.S.D. It  was urged in exteni~nticrn that thc letter of tht. 
Mechanical Enginccr was consiclcrcd t o  bc only n I-ecommcndation 
to the Railway Board. It was also contended that the ~~ccornrnenda- 
tion of thc Mcchonic~al Enginccr, Vishakhapntnam "was another viets. 
opposed to that of thc Railway Adviser nl~out  the relative charges 
of the r~assemb1y of wagons in India." The Committee dcplorc t h r  
manncr in which tht. Ministry of W.TT. S. S. chew !c) drfend sn  obvious 
lapse on the p w t  of th. hlission. Tt wr;s clcnr from thc lcttcr of 
14th Dt,cemhcr, 1955 from thc Railwiy Adviser that hc wanted to 
ascertain thc ovcrall costs of re-crection of wagons in India with a 
view to deciding the manncr of thcir packing which would be tile 
cheapest from the point of sen freight. The letter from the Mecha- 
nical Engineer answered precisely the doubts of the Railway Ad*. 



tn the opinion of the Committee there was a serious wnabsim on t h  
part of the D.G., I.S.D. in not taking action on this letter. Thb 
requires investigation by  the Minist-. 

Further no action was taken on the letter dated the 24th August, 
1956, from the Railway Board to the D.G., I.S.D. In extenuation the 
Secretary to the Ministry of Works, Housing and Supply stated that 
although the letter in question was entered in the Central Registry 
of the D.G., I.S.D., London, and marked to thq Inspection B m c h ,  it 
di# not appear to have reached that Branch. Since the system of 
diarising letters and files sent to various Branches had been abolish- 
ed in 1953 no responsibility could be fixed in the matter. The C m  
mittee regret to obsmve that the case indicates defective wmking of 
the osganisation of the D.G., I.S.D.. London and needs to be looked 
into. 

13. The Committee consider that the Railway Board cannot escape 
their share of the responsibility for the loss. It was urged* that the 
Railway Board did not take action on the letter of the Railway Advis- 
er of 14th December, 1955, as a copy thereof was sent to them for 
information only. The Committee deplore the way in which the 
Railway Board explained the inaction on their part. A perusal of 
the letter would, in the Committee's view, have clearly indicated the 
nature of the action required and by whom it should be taken. 

Also the reminder of the 5th July, 1956, from the Elailway Adviser 
was not dealt with by the Railway Board expeditiously. The letter 
was received in the Ministry on 21st July, 1956. It was examined in 
various Directorates and the final decision was communicated to the 
D.G., I.S.D. one month later on 24th August, 1956. The Committee 
regret to observe that the urgency of the matter and the consequence 
o f  delay entailing financial loss were not appreciated b y  t h e  who 
dealt with the case in the Railway Board. 

The Committee are informed that the order for the erection 
these wagons at a flat rate irrespective of the degree of assembly of 
the componeilt parts was placed by the Railway Board as early aa 
July, 1955. That being so, the Committee would like to point out 
that the concerned omcer in the Railway Board could himself have 
cleared the doubt raised by the Railway Adviser in his letter of 14tb 
December, 1955. The Committee desire that the Railway B o d  
should investigate why this wcur not done. 
..,. . .. ... ... ----. -.--. .- .. ..-a ._ . -.-. . - . . .__ ._ - 

*See Apgeadix VI. 



Extra expenditure in the purchase of locomotive component parts and 
assemblies-para 16 of Audit Repcrrt. 

14  In November,, 1956, tenders covering 59 items were invited for 
the purchase of certain locomotive component parts and assemblies 
by the Ministry of Railways from established !nanufactUrers abroad. 
The tenders were opened on the 6th March, 1957, and the offers were 
epen for a period of 90 days from 16th February, 1957, the last date 
for the receipt of tenders. As the orders to be placed could not be 
finalised within the above validity period of the offer, the firms were 
requested to keep their offers open upto 30th June, 1957. All the 
firms except a British Firm whose quotations were lowest for 7 items 
technically acceptable agreed to do so. The British Firm informed the 
Railway Board in its letter dated the 11 th May, 1957, received by the 
Board on the 14th May, 1957 that the offer would not be kept open 
beyond the 31st May, 1957. Subsequently, however, in its letter of the 
16th May, 1957 the firm agreed to extend the validity period of its offer 
subject to a price increase of 10% after the 31st May, 1957. The techni- 
cal report for all the quotations was received from the Centml Stan- 
dards Office on the 27th April, 1957 and the Ministry of Finance was 
approached on 14th May, 1957 for the first time to release the neces- 
sary foreign exchange of £3,94,038 which was required for the pur- 
chase of these items 011 the 21st May, 1957, the Ministry of Finance 
suggested that the number of items to be purchased should be curtail- 
ed, if possible, in view of the acute foreign exchange position. The 
requirements were, therefore, reviewed by the Ministry of Railways 
within a couple of days and a revised list for 2 items (as against 59 
items for which tenders were received) i.nvolving E 3,43,000 in foreign 
exchange was furnished to the Ministry of Finance on the 23rd May, 
1957. The sanction from the Ministry of Finance for the foreign 
exchange was received on 28th June, 1957. The tender Committee 
met on the 9th October, 1957, and the decision to place orders on the 
firms (including the 7 items on the British firm) was taken by Ule 
Railway Board on the 21st October, 1957. The order on the British 
firm was placed on the 26th October, 1957. As the order on the British 
firm was not placed before the last date of the validitx of the 
(slat May, 1957) the price accepted was 10yo more than the price 
quoted in the tender, which resulted in an extra expenditure to the 
extent of Rs. 1.76 lakhs. 

15. W t  struck the Committee in this case was the routine manner 
in which it had been dealt with by the Railway Board at all stages. 
The explanation furnished by the Railway Board (Appendix VII) 
in regard to the time taken in preparing a note to the of 
Finance for the release of foreign exchange is hardly convincing. In 
thc opinion oj the Committee all the nece88aty information a h l d  
142O(Ai) -2. 



have been cottected by the Ministry of Railways much before calling 
fm tenders fm the stores. 

16. It was known to the Railway Board on the 14th May, 1957 that 
the British offer for 7 items valued a t  ;E 146,677 (more than a third 
of the toh l  value of the stores to be imported) would not be kept 
open beyond the 31st May, 1957, and on the 17th May, they knew of 
the price increase to be charged after 31st May, 1957. It passes the 
comprehension of the Committee why the Railway Board did not press 
the Ministry of Finance for the immediate release of foreign exchange 
required at least for these 7 items. Failure on the part of the Reilway 
Board to do so had led to an extra expenditure of f 13,201 or Rs. 1-76 
lakhs. The Committee would urge that the responsibility for the 
failure to take appropriate action on the British firm's letter of the 11th 
and 16th May, 1957 should be fixed. 

17. The Commit tee are also not satisfied with the procedure follow- 
ed by the ~ & l w a ~  Board in indenting for foreign stores as has been 
revealed by this case. On a suggestion from the Ministry of Finance, 
the Railway Board within two days revised the list of items from 59 
to 42 involving a reduction of expenditure of about £51.000. It was 
explained that the prospects of indigenous production of some of the 
components were constantly under review which enabled the Railway 
Board to revise the list. It was also admitted in the course of exami- 
nation that further reduction in the foreign exchange requirements 
was possible because of certain items worth f 52,000 for which there 
was no acceptable tender. The Committee e re  unable to understand 
why the mini st^ of Finance was approached for the release of foreign 
exchange when there was no acceptable tender for items worth 
£52,000. In their opinion, had the original needs been assessed on the 
b&is of actual needs and the available tenders therefor, much of the 
delay (of more than 4 months) in the case could have been avoided. 
The Committee, therefore. feel that before inviting tenders for stores 
from abroad the preliminaries for allocation of foretgn exchange and 
the assessment of indigenous capacity should be settled in advance. 
They trust that both the Railway Board and the Ministry of Finance 
will exanzsne the question of streamlining the procedure so as to 
obviate the kind of loss which has occursed in this care. 

South-Eastern Railway-Erection of imported wagons--Para I ?  ol . 
Audit Report. 

18. An order was placed with a firm for the erection of 8446 wagom 
which were being imported from abroad, in a semi-knocked down cob 



dition. The Arm agreed to deliver a minimum of 750 wagons a month 
in fully-erected-condi tion ready for service provided the 
wagon components and materials were offered in required 
numbers. The firm started receiving wagon components and 
other materials from October, 1955 onwards, and erection 
work commenced towards the end of April, 1956. At the 
agreed monthly average rate of 750 wagons the work should have 
been completed by March, 1957. However, only 4822 wagons were 
completed upto March, 1957. 2238 from April 1957 to March, 1958 
and 1386 wagons were still to be erected. For each month of delay, 
the Railway Administration incurred an extra expenditure of 
Rs. 6,393 on the cost of establishment engaged for supervision apart 
from the loss of revenue which would have been derived from the 
wagons had they been put into service earlier. Although the work 
started in April. 1956, the formal agreement with the firm was 
executed only on the 1lt.h June. 1958. 

19. In thc course of evidence the Committee were informed that 
the delay in executing formal agreement was due to the attempts 
tnade by the firm to evade the issue owing to certain labour troubles 
and other factors. The contract had since been balked and signed 
by the firm with retrospective effect. It was also stated that 
although no security deposit was obtained from the firm in the 
first instance. a sum of Rs. 3.5 lakhs had been held back from its 
"on account" payment hills. The question o f  claiming liquidated 
damages from the firm according to the terms of the contract was 
also under consideration. The Committee trust that the Railway 
Board wit? pursue the questicnt of claiining liquidated darnages frow, 
the firm nitd arrive at a fircat settlement nt an early date .  

Purchase o f  Railway Stores at high.er cost for reasons of early ddirery 
-Para 18 of Audit Report. 

20. Tenders werc invited in February. 1955 by the Director 
General, India Store Department, London, for the supply of certain 
machined and unmachined bar frames which were required to be 
delivered to the Chittaranjan Locomotive Works at the rate of 7 
to 8 sets per month commencing from August. 1955. I t  was notified 
that punctual delivery was the essence of the contract. The lowest 
offers for the machined frames were from two U.K. firms, both 
under the same management, for the supply of 55 sets and 15 sets 
respectively, at a price of k 1100 per set, the deliveries commencing 
in one case from June 1955 and in the other from August, 1 m .  
Acceptance of the two offers was communicated to the firms on 
the 23rd March, 1055. On the 30th March, 1955, the Arms wrote 
back that they would not be able to comply with the terms 



previously offered and that instead of June 1955 one of the firms 
would start supplying the sets from September, 1955. The revised 
terms were referred to the Chittaranjan Locomotive Works, the  
indentors, who desired that the firms might be asked to guarantee 
the deliveries. The firms, however, could not offer this guarantee 
and the order for 55 sets placed on one of the U.K. firms was 
cancelled. (The order on the other U.K. firm for 15 sets m s  not  
cancelled). The Director General, India Store Department then 
started negotiations with a German firm who guaranteed to supply 
55 sets before 31st March, 1956 at the rate of 7 to 8 sets per month 
commencing from August 1955. The firm also agreed to reduce the  
price from El200 to £1150 per set. This offer was accepted. 
Actually, however, the German firm delivered only 36 sets by the 
31st March, 1956 and supplied the remaining by August, 1956. 
According to Audit, although a higher price as compared to the 
lower rate of the U.K. firm was allowed to the German firm solely 
in consideration of early delivery, the usual 'price preference clause' 
was not incorporated in the contract. Thus it was not possible 
to recover from the firm the difference between the contract 
amount and the lower offer. It was also not possible to recover 
any liquidated damages from the firm in view of the certificate 
recorded by the Chittaranjan Locomotive Works, the inden tor, that 
it suffered no losses owing to the delay in the supply of the bar 
frames. 

21. In the course of evidence the Committee were informed by 
the Secretary to the Ministry of Works, Housing and Supply that 
the contract entered into with the German firm was a negotiated 
contract not related to its earlier offer and since there was no other 
party (after the cancellation of the contract on the U.K, firm), the 
question of inclusion of a price preference clause in the contract did not 
arise. As regards the performance of the German firm, the 
Committee were informed that the firm had represented that the 
work was held up  for some time owing to certain reasons beyond 
its control vk., strike in its establishment, very severe winter 
conditions during the year which had affected the production of 
several other Arms also. These explanations were considered by 
the Ministry of Works, Housing and Supply in consultation with 
the Ministries of Finance and Law and it was felt that due to the 
farce majeure clause in the contract no damages could be claimed. 
from the firm. 

22. The Committee fee2 that the India Store Department did n o t  
au&ientZy safeguard the interests of Government in putting 
Uhtough thie deal. The German Arm was aware that punctual 
delivery was the essence of the contract and it guaranteed the 



supplies laccordingly. The Director General should have incorporated 
the usual price preference clause in the contract with this firm. The 
plea put forth before the Committee is not convincing as, according 
to Audit, there was nothing on record to show whether this aspect 
was considered by the India Store Department before finalising the 
contract. Although it is stated that the Chittaranjan Locomotive Works 
did not suffer any losses on account of the delayed supjdy of stores, this 
cannot in any wag justif3 the earlier omission to include the clause in 
the  contract. 

North-East Frontier Railway-Avoidable payment to a contractor 
through arbitration-Para 19 of Audit Report. 

23. In November 1953, la contract for the manufacture and supply 
of quarry products for the period November, 1953 to October, 1954 was 
let out to a contractor. It was stipulated in the contract (i) that 
the explosives required by the contractor for blasting would 
be supplied by the Railway and charged for; (ii) that any 
failure or delay by the Administwtion in giving material etc., would 
not entitle the contractor to damages or compensation; and (iii) that 
the Administration might at  their discretion require the contractor to 
suspend any part of the work. 

In April 1954, the contractor demanded additional payment, on the 
ground that he had to remove heavy overburden for opening new faces 
to complete the supply and that he had sustained heavy losses owing 
to delay of about 34 months in the supply of explosives. The descrip 
tion of work in the previous years' contracts was- 

'Manufacturing and supplying pitching stone each weighing 80 
lbs. to 120 lbs. zcirlr all leads and lifts and descents includ- 
ing clearing of jungles. earth of thickness etc.' 

The particular item in the contract under reference only mentioned 
'Manufacture and supply of pitching stone etc.' without any specific 
provision for other ancillary works. While the Railway Administra- 
tion was of the opinion that the remom1 of overburden and jungle 
clearance formed an integral part of the work of supply of quarry 
products, the contractor argued that the omission of the words relating 
to the removal of the over-burden etc., in the schedule contrary to the 
past practice gave him the impression that the work would either be 
paid for seperately or got done by the Administration through some 
other agency. The Railway Administration also contended that the 
contractor did not maintain sumcient number of labourers and his 
claim on account of idle labour was not justified. In fact in October, 



l954 the contractor expressed his inability to carry on the work for 
want of labour force and the quarry was handed over to the State 
Government of Assam. The case was referred to arbitration at  the 
request of the contractor and the arbitrator gave an award of 
Rs. 60,000 1 - in favour of the contractor without specifying reasons 
upon which it was based. 

24. In evidence, the representative of the Ministry of Railways ex- 
plained how the change in the wording of the contract occurred. With 
the merger of the ex-Assam Railway with the O.T. W w a y  and the 
formation of the new N.E. Railway, the form of agreement prevalent 
on the O.T. Railway was adopted by the new Railway Administration. 
The Committee regret to  observe that the itlsuficient description ojl 
the work in the agreement had led to the loss in this case. The fect 
that in the previous years' contracts removal of over-burden etc. was 
specifically mentioned and the description of the work was very expli- 
cit, should have put the Railway Administration on guard. The Ad- 
ministration should have either taken legal advice o~ explained the 
position in writing to the contractor before incorporating the cimden- 
ed form in the contract. 

25. The Committee also doubt whether the Government's case was. 
pmperly placed before the arbitrator. In the face of a definite stipula- 
tion in the contract that 'any failure or delay by the Administration in 
giving any necessary material etc., would not entitle the contractor to 
damages or compensation', it is surprising how the contractor could 
prefer a claim for wages of idle labour. The Committee understand 
that the procedure for referring cases to arbitration is under the consi- 
deration of the Ministry of  Works, Housing and Supply. They will 
await the final decision of Government i n  this regard. 

Western Railway-Avoidable expenditure on acquisitim of land- 
Para 20 of Audit Repwt. 

26. 575.48 acres of land were acquired by the ex-Gaekwar Baroda 
State Railway between April and June 1949, and possession of the land 
was taken before awards had been made without strictly following the 
provisions of the Land Acquisition Act. The land wus required for 
the construction of lines from Bhaili to Bhardran and Sojitra to Dholka 
as a famine relief measure. On the merger of the State Railway with 
the ex-B.B. & C.I. Railway, the necessity of the project was 
reviewed and the Ministry of Railways decided in July 1949 t h t  no 
further work be undertaken. The question whether the kind should 
be utilised for construction of Railway line or a roadway by he 
Bombay Government remained under correspondence from Octaber, 
1949 to February, 1053 and in the absence of any decision, the Railway8 



88lced the State Government to notify the surrender of the land. The 
State Government, bowever, stated that as the possession of the land 
had already been taken, land acquisition proceedings could not be 
abandoned but the return of the land could be negotiated with the 
land-owners. 

At the time of the merger the ex-Baroda State Government had 
'made over to the Central Government a sum of Rs. 112:7 lakhs in the 
'ionn of a Reserve Fund to be utilised inter aEiu for capital improve- 
ments, extensions and developments exclusively of the Baroda Rail- 
way system. Since there was a possibility in terms of the undertraking 
in regard to this Fund that the construction of these lines might be 
resumed, the Railway Administration did not surrender the land. A 
further investigation of the traffic prospects was ordered in 1954 for 
deciding the disposal or otherwise of the land. It was finally decided 
in July, 1958 on the basis of the traffic survey report that the construc- 
tion of the line was not justified. A joint survey by the Railway Ad- 
ministration and the Bombay State Government with a view to finding 
out the most practicable course for the relinquishment of the land was 
also undertaken, the result of which was still awaited. 

27. In the course of evidence it was admitted that there had been 
delays at various stages in arriving at  a final decision but these delays 
were due to the persistent efforts made by the Government to explore 
the possibilities of providing some sort of e line of comrnunication- 
either a railway line or roadway in keeping with the wishes of the 
local people. The Ministry of Railways made an all out effort during 
the period 1949--52 to persuade the Bombay Government for the con- 
struction of a road on the land which had already been acquired and 
over which a sum of Rs. 69,343 had already been spent on earth work, 
etc. 

28. The Committee were not satisfied with this explanation. The8 
felt that construction of roads was not a function of the Railway Admi- 
nistration and there was no justification for its retaining possession of 
the land when the Railway Board had already decided as early as 
July 1949, that the construction of railway line was not to be under- 
taken. The proper course for the Railway Administration was to sur- 
render the land immediately leaving it to the discretion of the State 
Government either to retain it for construction of any road or return 
it to the land-owners. Had this been done, the extra-expenditure 
which the Railway Administration had to incur on account of pay- 
ment of cornpensetion to  the landswners and interest charges on the 
cost of the land could have been avoided. 

29. The Committee also do not understand why another survey was 
ordered by the Railway Board in 1954 when it was beyond doubt that 



She construction of the railway line in that region would not be profi- 
table. The explanation given by the representatives of the . Railway 
Board in evidence that the traffic survey was ordered in 1954 in view 
of the advice given by the Ministry of States that the Reserve Fund 
given by the ex-Baroda State should, as far as possible, be spent on 
this project was not convincing. 

The Committee also feel that tbe Railway Administration took an 
unduly long period (four years) in completing the traffic survey which 
was ordered by the Railway Board in 1954, fa which there was no 
justification. Such lapses on the part of cmrnerciul undertaking8 
like Railways are deplorabie. The Committee recommend that the 
Railway Board will be well-advised to investigate the reasons for the 
delay in the contpletion of the trafic surveys. 

Western Railway-Premature constr~~cticn~ of a locom.otive she&-- 
Para 21 of Audit Repma!. 

30. A diesel locomotive shed was constructed at Radhanpur during 
1955 and equipped with storage tanks, etc. at a total cost of 
Rs. 3,37,255/-. This shed was constructed on the basis that out of 
the 45 diesel locomotives which would be imported to meet the traffic 
requirements of the Palanpur-Gandhidham Section, 40 would be 
housed in the shed at Gandhidh~~m and the remainder would be hous- 
ed at Radhanpur. Actually, however, only 20 locomotives were im. 
ported. It was pointed out in the Audit Report that the Ministry of 
Railways had advised the Railway Administration in October 1952 
thnt only 20 diesel locomotives would be ordered in the first instance 
and until these locomotives %ad been tested in service it was not like- 
ly  that any'more diesels would be ordered. In December, 1954, the 
Ministry of Railways re-affirmed this decision. Notwithstanding 
these advices the construction of the Radhenpur shed was commenced 
in 1955. Although some of the equipment and storage tanks had 
since been transferred t o  other sheds, t.he shed remained unutilised 
so far. 

31. In the course of rvi$ence the representa'ive of the Ministry of 
Railways explained that thf. decision to construct the shed was taken 
by the General Manager of the h i l w a y  in 1954. Although the Rail- 
way Board had informec? the Railway Administration of their decision 
to import only 20 locomotivrs in the first instance, it was not the inten- 
tion to stop the pur#:hasc of more locomotives as the Railways required 
these engines in greater numbers. But owing to the difiicult foreign 
exchange position, they could not do so. It wls, however, admitted 
that there wa9 an error of judgement on the part of the General 
Manager in this care. In the Committee's view it was not only an 



l Y  

error of judgement on the part of the General Manager but a case of 
complete lack of foresight and planning. It was known to the Rail- 
way Administration that there were no prospects of getting more 
diesel locomotives earlier than 1957. The construction of the shed at  
Radhnpur was premature especially when the facilities at  Gandhi- 
dham already existed to handle 40 diesel locomotives (double the no. 
of locomotives ordered for). It could have been taken up after a deci- 
sion to place orders for more diesel locomotives were actually taken. 
The Committee would like to  be informed of the total value of  
material and equipment which had been rendered surplus from the 
shed at Radhanpur and also soh.ether these have been utilised else- 
where. 
Avoidable expenditure on Railway freight-Para 22 of the Audit 

Report. 
32. On the basis of quotation accepted by the Indian Railways Pur- 

chase Mission sent abroad in May, 1957 the Director General, India 
Store Department, London entered into a contract with a Germiu? 
firm in August, 1957 for th.? supply of 4465 tons of Mild Steel Plates 
for the Railways. According to the information furnished on the 18th 
September, 1957, by the Deputy Director Railway Stores (Steel), 
attached to the Office of the Iron and Steel Controller, Calcuttre, 332 
tons of the material were required at  Bombay for issue to manufac- 
turers there. Despite this intimation, the Ministry of Railways cabled 
to the Director-General, Inaia Store Department on the 30th Septem- 
ber, 1957 to ship the entire quantity to Calcutta Port since the Iron and 
Steel Controller was nominated as the consignee for the material. 
Later on, the Ministry of Railways with the concurrence of the Minis- 
try of Steel, Mines and Fuel revised their instructions and directed 
the supplying firm through cm ordinary letter on 28th October, 1957 
to despatch part of the quantity to Bombay instead of Celcutta. The 
revised instructions reached the supplying firm on the 4th November, 
2957 after the shipment had been effected on the same date. Conse- 
quently the steel plates had to be re-transported from Calcutta to 
Bombay resulting in an avoidable expenditure of Rs. 29,571 on milway 
freight. 

33. In evidence, the representative of the Ministry of Railways 
explained that in the purchase of mild steel plates, the Ministry of 
Railways had acted simply as agents of the Ministry of 
Iron and Steel. At a meeting with the officers of the Ministry of Iron 
and Steel held on the 18th September, 1957 the Iron and 
Steel Controller, Calcutta was nominated as consignee for 
these stores end it was decided that the plates should accol.dingly he 
despatched to Calcutta. The cable issued by the Minis- of Rail- 
ways on the 30th September, 1937 to the suppliers was in accordance 
with this decision. Subsequently, however, they discaveFed that jt 



would be cheaper if a certain quantity of these plates could be divert- 
ed to Bombay. They obtained the approval of the Iron end Steel 
Controller and issued revised instructions to the suppliers on the 28th. 
20th and 30th October, 1957. While in the case of two other Arms 
involving consignments worth 597 tons the diversion from Calcutta 
to Bombay was effected, it was not possible in the case of the German 
firm as the shipment had already been made. 

34. The Committee were not satisfied with this explanation, Al- 
though the Iron and Steel Controller was nominated as the consignee, 
the fact that the plates were to be supplied to different wagon-building 
firms was never in doubt. At the time of sending the cable on 30th 
September, 1957 for shipping the entire quantity to Calcutta the 
Railway Board were aware that 332 tons out of this consignment 
were to be supplied to e firm in Bombay. The extra expenditure of 
Rs. 29,571 could have been avoided had the Ministry of Railways 
acted with ordinary prudence. Even if the formal approval of the 
Ministry of Iron and Steel was necessary, it could have been obtained 
before issuing the cable on the 30th September, 1957. It was brought 
to the notice of the Committee by the Comptroller and Auditor-Gene- 
ral that although the Iron and Steel Controller had agreed on the 8th 
October, 1957 to the diversion of the stores to Bombay yet the Rail- 
way Ministry issued revised iktructions to the suppliers only after 
20 days and that too by means of an ordinary letter. The Committee 
were surprised at this. They deprecate the leisurely manner in 
which the case was handled at diflerent stages b y  the Railway Boa~d  
which had resulted in avoidable expenditure to  Government. They 
&sire that the matter should be investigated by the Railway Board! 
and suitable action be taken against the officers at fault. 

Eastern Railway-E xtra expenditure on the purchase of Caustic Soda 
Cells-para 23 of Audit Report 

35. An indent for the supply of caustic soda cells was placed by 
the Controller of Stores, Eastern Railway on the D.G., S. & D. in 
December, 1954. The supply was required by the 31st July, 1955. 
Tenders were invited by the D.G., S. & D. in March, 1955 and were 
opened on the 3rd May, 1955. The offers were open upto the 3rd 
July, 1955, but purchase proposals were not initiated until the 20th 
August, 1955. Thereafter, the offers were referred to the indentor 
who recommended acceptance of the tender for a proprietary brand 
of stores in preference to the other lower offers. Necessary proprie- 
tary article certificate was thereupon called upon from the indentor 
which was received on the 8th February, 1956. Meanwhile the date 
of the offers having expired the tenderers demanded increased prices 
and the purchase had to be made at  an extra expenditure of Rs. 14,710. 



36. It was admitted by the D.G., S. & D. in evidence that the res- 
ponsibility for the purchase at  extra cost by the Railway administra- 
tion in this case lay squarely on his Directorate. He explained 
that the delay in finalising the purchase in this case was 
mostly because of the efforts made by him to persuade the 
Railway to accept an alternative brand of stores which 
was cheaper and economical. The whole case, he added, was being 
reviewed from the disciplinary aspect for fixing the responsibility 
for the lapses at various stages in this deal and to award suitable 
punishments to the delinquents. The Committee would like to be 
intfmmed of the final action taken i n  this case. 

The Committee find that although in this case the indent was 
placed on the D.G., S. & D. in December, 1954 with the stipulation 
that the supplies were required by the 31st July, 1955, the purchase 
was made only in February, 1956. The matter was under cones- 
pondence with the Railway and the D.G. S. & D. all the time. The  
Committee consider that there is considerable scope for improve- 
ment boCh i n  placing indents and in processing them,  if this case 
is typical of its kind. I f  the indentor wants a proprietary brand 
of stores in preference to  other available stores for valid reasons, 
it shm~ld  be made clear in the indent in the first instance i n  .un- 
equivocal terms. This will facilitate the further processing of the 
indent. Due care should be exercised in such cases keeping in 
view the need for encouraging indigenous manufacture. (In the 
course of evidence the Committee were informed by the D.G., S. & D. 
that the Railways had accepted another type of this store manufac- 
tured locally. If so, insistence on the proprietary brand did not 
appear necessary in this case). The D.G. S. & D. should d s o  devise 
a procedure b y  which he could watch the processing of dndents 
placed on him against the date of supply of the stores as specified 
b y  the  indewtor. 
Central Railway-Extra expenditure due t o  error i n  the indent- 

para 24 of Audit R e p o r t  
37. A store depot on the Central Railway. maintaind its stock 

accounts of axle oil in terms of hundredweights, while its annur 
indents for replenishment of stocks were prepared in terms of gal- 
lons. The depot estimated its requirrnents of heavy and medium 
axle oil for the period November, 1956 to October 1957 in terms 
of hundredweights; but while submitting the annual indents to 
the Controller of S t o m  it erroneously showed these identical 
quantities in gallons instead of converting the same from hundred- 
weights to gallons. The error came to light only when the sup- 
plies were found to be inadequate to meet the demands. The Con- 
troller of Stores, therefore, placed an od hoc indent on the 18th 



January, 1957 on the D.G., S. & D. to cover the shortfall on the pre- 
vious order and also to meet additional requirements. As theae 
quantities could not be procured in full against the running con- 
tracts the oil was purchased at a higher rate resulting in an extra 
expenditure of Rs. 1,10.787/-. I 

38. In evidence, the representative of the Ministry of Railways 
informed the committee that suitable disciplinary action was 
being taken against the officials who made the initial mistake as 
well as the staff of the Controller of Stores for having failed to 
check the indents properly. The Committee would like to be in- 
formed of the final action taken in this case and the remedial mea- 
sures adopted to avoid recurrence of such cases. 
Eastern Railway-Deterioration of woollen cloth owing to defec- 

tive store-keeping-para 25 of Audit Report- 
39. Verification of stock in a Stores Depot during 1955-56 re- 

vealed that 10,514 yards of woollen cloth had been damaged by 
moth. In making garments out of the cloth the estimated loss re- 
presenting the value of extra length required over the standard 
scale would be Rs. 27,4051-. A departmental Enquiry Committee 
appointed to enquire into this case submitted its report in April, 
1957. The Committee were informed that as the Railway Board 
were not satisfied with the findings of the Enquiry Committee and 
the recommendations of the General Manager thereon, the case had 
been returned to the Railway Administration for review. 

40. The Committee are surprised that the Report of the Depart- 
mental Enquiry Committee remained under consideration of the 
Railway Board for more than two years and thereafter it was re- 
turned to the Railway Administration in June, 1959 for review. The 
Committee have on previous occasions emphasized that discipli- 
nary action to be effective has to be prompt. They trust that the 
Railway Board will F,nalbe this case early and apprise the Com- 
mittee of the action taken. The Committee would also like to know 
the precise reasons for keeping the case pending in the Railway 
,E3oa~d's O p e  for two years. 

Western Railway-Loss due to supply of defective sleepers-para 26 
of Audirt Report- 

41. Orders were placed by the Railway Administration in July 
and September, 1955, on two contractors for the supply of 80,000 and 
60,000 wooden sleepers respectively, of the aggregate value of Rs. 11 
lakhs. The sleepers were to be despatched by the contractors after 
they had been inspected and branded as passed by the Sleeper Pass- 
ing m c e r  at the sources of supply. Upto December, 1956 altogether 



64,631 sleepers valued at Rs. 5.60 lakhs were received by the various 
engineering units on the line. Out of these 55,513 sleepers had been 
put on the line and 9,118 were on hand, when a report was received 
from the Special Police Establishment that certain irregularities had 
occurred in the execution of these contracts. An inspection of about 
67 per cent stock of sleepers on hand and a number of sleepers put on 
the track was carried out. The inspection revealed that a number 
of sleepers was below specification, some sleepers bore marks of re- 
jection while others had no marks at all. The matter was reported 
to be still under investigation by the Special Police Establishment. 
Departmental action against officers responsible for passing and 
accepting defective sleepers was still pending the finalisation of the 
case by the Special Police Establishment. 

42. The Committee wanted to know whether any of the defec- 
tive sleepers which could render the track unsafe were still on the 
track. It was explained to them that irrespective of the inspection 
at the time of receipt, the sleepers were always examined by the 
Permanent way Inspector before they are put on the track. The 
Member, Engineering, Railway Board added that it was not unusual 
that a passed sleeper was sometimes considered unusable because 
certain defects were either overlooked or occurred subsequently in 
transit; on the other hand, depending on the stock position, even an 
unpassed sleeper which could be utilised without any risk was put 
on the track. 

43. The Committee are cotzcerned at the irregularities revealed 
in this case. They would like to await a detailed report on th is  case 
after the investigation b?l the  Special Police Establishment was over. 

Eastern Railway-Extra Expenditure on unskiEEed Casual labour-- 
para 27 of Audit Report- 

44. In a Gazette notification issued on the 27th December. 1954, 
the Government of India reduced the minimum rate payable to the 
casual labour employed on road construction, building operations 
etc. in Bihar and certain other States from Rs. 1'12 to Rs. 1'8 - per 
day. The Ministry of Railways endorsed a copy of this notificatiovl 
to the General Manager, Eastern Railway on the 12th May. 1955. 
and the latter forwarded it to the Divisional Superintendent, Asan- 
sol on the 2nd December. 1955, who in turn circulated it for guid- 
ance to the various engineering subordinates on the 11th January, 
1956. Even after the delay of about 6 months at each stage in the cir- 
culation of the above orders, four engineering subordinates continued 
to make payments at the higher rate of Rs. 1(12(- per day till June, 
1956. While one discontinued from July, 1956 three of them con- 
tinued upto March, 1957, although the yymen t s  were questioned 



by Audit in June, 1956. Had the rates been revised from the date 
of the issue of the Gazette notification there would have been an 
overall saving of Rs. 34,43010. 

45. In evidence, it was argued that the minimum wage notified 
by Government was not necessarily the wage payable to labour. In 
certain cases payments had to be made at the prevalent market rates 
depending on the demand and supply position of labour. The extra 
expenditure incurred by the Administration should not, therefore, 
be considered as an overpayment. The Committee were hardly con- 
vinced by this argument as prima facie Government would haw 
taken into account the prevalent market rate before fixing the mini- 
mum wage payable to labour. Not only the orders of Government 
had not been observed in this case but the objections raised by Audit 
were also ignored. The proper course would have been to repnrt 
to the authorities difficulties, if any, experienced in obtaining Inbow 
at reduced rates. 

46. In extenuation of the 6 months delay at each stage in circulat- 
ing the Government orders, it was urged before the Committee that 
the notification was a lengthy one and the Railway Board did not 
notice in the first instance, that the orders contained certain provi- 
sions regarding the minimum wages payable to casual labour in the 
districts of Bihar. It was only when the notification was referred to 
the Ministry of Railways by the Ministry of Labour and Employ- 
ment in April, 1955, necessary action was taken to circulate it to the 
authorities concerned. The General Manager. Eastern Railway was 
investigating the reasons for delay so far as the Railway Adminis- 
tration was concerned with a view to fixing the responsibility In the 
matter. The Commtitee would ltke to be informed of the results of 
this investigation. They would also suggest that a similar enquir!~ 
should be instituted by the Railwuy Board in regard to  the delag i n  
the Railway Board's ofice in endorsing the Gazette notificatioli ro 
the General Manager. 

The Committee have come across similar cases of delays on the 
part of the Railway Administrations in the past also resuIting in loss 
of revenue and wasteful expenditure. The Committee feel that the 
Railway Board should devise a procedure by  which orders of Goo- 
etnment are examined and transmitted to  the appropriate quarters 
expeditioz~sIy. 
Loss owing to delay in the payment of  bills for the supply of electri- 

city-para 28 of Audit Report- 
47. The companies supplying electricity to Railways generally 

allow their customers a cash rebate if their bills are paid within the 



specified period, and levy a surcharge of forefeit the rebate if 
payments are delayed beyond the stipulated period. I t  has been 
reported by Audit that the following losses had occurred on 6 Rail- 
ways during the past five years: 

Central Railway 25,619 (Including a sum of Rs. .20,429 paid 
under protest for which a refund 
had been clairned) . 

Eastern Railway a 3,5& 

North-Fastern Railway . . r.161 

Northern Railway . 5,548 
Southern Railway . 8.773 
Western Railway . , 6 5 3  Tota l  50,314  

It was also reported that the question of fixing responsibility for 
the losses was under consideration on the Central, Eastern and 
North-Eastern Railways. While no mention was made about the 
d.isciplinary aspect on the Northern and Western Railways, the 
Southern Railway Administration had decided not to examine the 
question of responsibility as the formative stages of the Divisional 
Scheme introduced during this period mostly accounted for the 
delays. 

48. In  'extenuation, the representative of the Ministry of Railways 
had reported that due to organisational changes it was not possible 
to fix individual responsibility for the delays The Committee were 
hardly convinced by this. They fail to understand why the Railway 
Board should be so lenient in pursuing the case. The Committee 
w o u l d  like t o  be appmised of the remedial measures taken7by the 
Railwag Board and Rnilwa?p Administrations ro guard agaivst  the 
papntents  of ekc tnc i t? /  hill!: In f u t 1 1 w .  

Central Railway-Ntm-1.eco1?ery of siding and demurrage charges 
(ex-Nitnm Stitte Rai lway ) -Para  29 of Audit Report- 

49. Stations on the ex-Nizam 'State Railway were required to 
send periodical statements about detention of wagons in the sidings 
to the Chief Transportation Superintendent, who in turn forwarded 
them after verification to the Accounts Ofiice for rcc,wery of the 
demurrage charges from the Industrial undertakings concerned. The 
Audit para disclosed that owing to the failure of certain stmtions to 



submit these statements for long periods demurrage charges amount- 
ing to approximately Rs. 4.5 lakhs had accrued against five undertak- 
ings. h extenuation the Committee were informed that three collie- 
ries (Bhadrachallam, Bellampalli and Singarreni) in whose cases the 
outstandings were the largest had contested the basis of dentention 
charges as well as the individual items of detention for which claims 
were preferred. Through negotiations, these disputes had since been 
sorted out and it was anticipated that it would be possible to finalise 
the accounts and effect recpveries of the outstanding amounts from 
the industrial undertakings within a period of six months. The Com- 
mittee were also informed that two senior officers were enquiring into 
the question of fixing responsibility on the officers concerned for non- 
recovery of demurrage charges from the undertakings in the past. 
The Committee would like to be informed of the final settlement and 
the total recoveries effected from t h e  uidrtakings on this amount at 
an early date d *! IT T p J q  '. 
Arrears in the recovery of rent for lands 1,eased for g,rozoing food- 

crops-Para 30 of Audit Report. 

50. In connection with the "Grow More Food Campaign", the Rail- 
ways had handed over surplus lands to State Governments for leasing 
out to outsiders for growing food crops. Rents were to be fixed by 
the State Governments and major portion of the receipts were credit- 
mble to the Railways. On most of the Railways the particulars of 
rents collected and remitted by the State Governments were not being 
linked regularly with the credit advices issued by the Accountants 
General concerned. The State Governments were also not regularly 
furnishing particulars of rents due and remittances made to the Rail- 
way Administration. On certain Railways, even the records of lands 
leased to State Governments were not maintained properly. 

51. The representative of the Ministry of Railways admitted in the 
course of evidence that there had been some slackness in the past 
but the records were now being brought up-to-date. An Officer-on- 
Special Duty had been appointed in the Railway Board's Office to 
follow up the cases by personal liaison between the Railways and the 
State Governments. In a note furnished to the Committee (Appendix 
VIII), it had been stated that arrears of rent of the order of Rs. 13.55 
lakhs were due to the Railways (excluding the Eastern, South- 
Eastern and North-East Frontier Railways whose figures are yet to 
be advised by State Governments). The realisation of rent credited 
to the Railways was about Rs. 10.35 lakhs and a further sum of 
Rs. 1-16 lakhs was stated to have been credited but not yet passed 
on to the Railunay~. 
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$2. The Committee deplore the'tardy manner in which the  Railway 

Administrations have been maintaining the land records and keeping 
a watch over realisation of rents. They were surprised t o  learn 
that the question of levy of rent and the realisation t h e r e f  in respect 
of lands leased out in Rajasthan State was still under correspondence 
between the Railways and the State Gwernment. They trust that 
the  Railway Board would pursue the matter 'vigorously an& arrive 
at a settlement at an early date. 

Loss in the working of departmental catering on Railways-Para 31 
of Audit Report. 

53. In 1953, a high level committee on catering w s  appointed by 
Government to go into all the aspects of catering and to advise appro- 
priate measures for all-round improvement in catering arrangements 
on Indian Railways. In pursuance of its recommendations, the 
Railway Board decided to introduce departmental catering on all the 
Railways from 1st July; 1955. It was aimed at that time to run the 
organismtion on a 'no-profit no-loss' basis. Departmental catering 
was introduced on a limited scale at certain stations on the Northern, 
Central, Western and North-Eastern Railways during the years 
1955-56 and 1956-57. (It already existed on the Southern and South- 
Eastern Rt~ilways). It has been pointed out in the Audit Report that 
the service was not running on a 'no-profit no-loss' basis as contem- 
plated. The loss incurred on five Railways during the gears 1955-56 
to 1957-58 was as under: - 

. . Rs. 7,98,792 

. . Rs. 10,18,742 

. . Rs. 13,11.343 

54. In evidence, the Committee were informed that an Officer-on- 
Special Duty was appointed by the Railway Bmrd in 1958 to enquire 
into the procc:durc of tnnintnining of accounts of departmental cater- 
iG and to examine the feasibility of reducing substantially. if not 
eliminating altogether the losses on departmental catering. It was 
found that the Accounts were not being maintained on a uniform 
basis on all the Railways. In the case of certain units, the Accounts 
were not being kept strictly on an annual basis and no 'proforma' 
profit und loss accounts were maintained. It was, therefore, difficult 
to gauge correctly the working of the departmental catering in  the 
absence of proper accounts. The Officer-on-Special Duty had recom- 
mended that the Accounts of departmental catering should be main- 
tained in a uniform manner so that comparisons between one Reilway 
and another and between different periods could be possible. The 
1429 ( Ai) LS--9. 



Committee fully endorse this recommendation. They also suggest', 
that besides the profit and loss accounts to 'be maintained separately 
by each unit a consolidated profit and loss account should be prepared' 
showing the result of the working of deprtmental catering in respect 
of all the Railways, and appended to the Appropriation Accounts. 

As regards elimination of losses, the Officer had inter alia suggest- 
ed the following measures: - 

(i) Reviewing and tightening up of arrangements for purchase 
of provisions. 

(ii) Adoption of the system of sales by vendors on commission 
basis. 

& (iii) Abolition of posts of cleaners by introducing cleaning con- 
tract system at more stations. 

(iv) Use of cheaper forms of fuel. 
(v) Increasing the sales by various measures such as offering. 

large varieties of dishes, etc. 
These recommendations are reported to have been accepted by the 

Ministry of Railways and suitable steps are being taken by them to 
implement these recommendations. 

55. Explaining the reasons for the recurring losses incurred in 
departmental catering, the Railway Board have furnished a note* t o  
the Committee. ~ c i o r d i n ~  to the note, the losses were mainly due 
to (i) increase in staff costs, (ii) improved service to the public and 
better quality of food-stuffs, and (iii) rise in the prices of food-stuffs 
without increase in the sale prices of refreshments served to the 
public. 

While in 1955-56, the percentage of the losses to the turnover was 
20'51 per cent, in 1959-60 it had come down to 8.51 per cent. Thus 
although the over-all amount of losses had risen mainly owing to 
more units being brought under departmental catering the percen-' 
tage of the losses to the total turnover was decreasing. The Com- 
mittee welcome this change. They are, however, not fully convinced 
of the reasons cited above for the recurring losses. Most of them 
should have been applarent to the Railway Board'before the scheme 
was introduced. The Railway Administmtion did not implement the 
following suggestions which were given to them by the Railway 
Board- 

(i) the departmental organisation should not be made top 
heavy and expenditure on staff must be modest and not 

--..-- ----..--- ----. - -- - 
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disproportionate to the volume of business to be catered 
for. 

(ii) vending of eatables should be done so far as possible 
through vendors on commission basis. 

(iii) appointment of part-time workers where long t ime staff 
were not justified should be considered. 

(iv) certain works, e.g., washing of utensils and serving of 
meals should be arranged on a contract basis as far as 
possible. 

The Committee recoinmend that the Railway Board should enquire 
into the matter and keep a closer watch und effective supervision over 
the departmental catering centres so that the service m a y  cover its 
cost* 



CHAPTER TV 

Outstanding Recommendations 

56. The Committee shall now proceed to  deal with some of the 
important items outstanding from their previous Reports, those of 
less importance are referred to in Appendix I of the Report. 

Excessive rates for handling work paid to a contractor at  a Stat- 
Para 12 of 15th Report of P.A.C. (Second Lok Sabha) .  

57. The case relates to the extra payments amounting to Rs. 1,06,825 
made to a contractor for handling of goods at Arkonam Station due to  
a defective clause in the contract agreement. It was stipulated in 
the agreement that if reloading of goods was undertaken after 24 
hours of unloading, it should be treated as a new operation and paid 
for again at the ugreed rate of 151 annas per ton. The bulk of the 
operations involved two separate payments. The Committee were 
informed that a Departmental Enquiry Committee had been appoint- 
ed to go into the circumstances leading to the extra payment and also 
the question of disciplinury action against the staff who were res- 
ponsible for the incorporation of the provision for two separate pay- 
ments in the agreement. The Committee desired that the Railway 
Board should expedite action in this case. 

58. A memorandum submitted to the Committee (Appendix X) 
indicated the conclusions of the Enquiry Committee and the decisions 
taken by the Railway Board thereon. According to this memoran- 
dum, the Enquiry Committee hed held that the loss in this case 
resulted from want of due care and thoroughness on the part of the 
Tender Committee which consisted of three senjor scale officers when 
they recommended acceptance of rates in a tender, without relating 
it to the relevant clause of the agreement. Each of them had been 
censured. No action was taken agninst the Chief Operating Super- 
intendent, who accepted these recommendations, as he had retired in 
1957. The Regional Traffic Superintendent, wha supported and for- 
warded the recommendations to the Chief Operating Superintendent 
for acceptance was let off. 

59. The Committee see no convincing reason for this. As a senior 
officer, the Regional Traffic Superintendent should have examined the 
implications of the handling contract especially when as alleged by 
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the Railway Board in their Memorandum, the three a c e m  who we?e 
an the Tender Committee were new to this kind of contract aad 
handled it for the first time. The Committee suggest that the case 
should be reviewed and the responsibility fmed in the light oj whet 
has been pointed out above. 

South Eastern Railway-Outstandtng freight charge8 agaiwt a jbm- 
Para 24 of 15th Report of P.A.C. 

60. A Arm on the South Eastern Railway was authorised to pay 
freight charges by credit notes on furnishing a security depoeit. The 
Arm was also allowed to get its coal wagons booked under the 'weight 
only' system, although its name was not included in the Cod Tbiff .  
Later on, as the Arm defaulted in making payments of freight bille, 
these facilities were stopped in February, 1952. After settling the 
outstanding amounts against the Arm's security deposit, the net loes 
to the Railway amounted to Rs. 33,155. A Committee was appointed 
to hold an enquiry and to fix hdividual responsibility of the persons 
responsible. 

61. From a Memorandum* submitted by the Railway Board, the 
Committee learn that it has been possible to fix responsibility only 
on one clerk and another subordinate in the Accounts Oflice wbo had 
already demitted oface. In the absence of relevant records, it was 
not possible to fix specific responsibility on the booking st& for 
affording the firm the facility of booking under 'weight only' system 
without proper authority. The Enquiry Committee also examined 
the question why the individual responsibility of the persons concern- 
ed was not followed up earlier; but they found that "in view of the 
large number of offlcers who had dealt with the case at one time or 
the other, both in the Accounts and Commercial Departments, it was 
not possible to fix responsibility on any individual officer for the staff 
liability not having been followed up then and there". The Com- 
mittee find it difficult to accept this conclusion. They are sutprised 
how the omers who dealt with the recoveries could forget t b  .dhd 
ciplinary aspect of the case. Even if a large number of ofices h& 
dealt with this case, there wgs no teaon why responsibility could 
not 'be firced. 

Western Railway-Nmrecovery of siding charges at revised rat- 
Paras 28-29 of 15th Report of P.A.C. 

62. As a reeult of instructions issued by the Railway Board h 
February, 1947, the Western Railway Administration b e d  Fevieed 
Biding charges in February, 1950 to take effect from the Id Apaia 

'rbpraaix xl. 
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.1950. . The siding owners were, however, informed only in May, 1951 
to accept the revised charges with retrospective effect, which was not 
agreed to by some of them The Committee were not satisfied with 
the explanation given by the Ministry of Railways for the time-lag 
of one year in communicating the revised siding charges to the siding 
owners. They suggested an enquiry into the case with a view to 
finding out the precise reasons for the delay. 

63. In a Memorandum submitted to the Committee, the Rnilway 
.Board have now stated that the delay occurred entirely in the office 
of the General Manager, B.B. & C.I. Railway, but as the relevant file 
had been mislaid in the General Manager's Office, it is not possible 
to my why the serving of the notice was delayed and who was res- 
ponsible for the delay. The Committee are surprised at this expla- 
.nation. It should not be difficult to find out in whose custody the 
file was just before it was mishid and responsibility fixed accordingly. 
The Committee, t l t~rejore,  suggest that the c u e  'be reviewed. 

64. Commenting on this case further, the Prtblic Accounts Com- 
mittcc? (1958-59) had observed that, even granting that some delay 
was incvituble the Railway Administration should have taken steps 
to caution the siding owners in time about the contemplated revision 
and communicate the actual amount payable after making necessary 
calculations. Such a course would have avoided the controversy 
over the dnte of effect of the revised rates. Accordingly, the Com- 
inittee suggested that the Railway Board might evolve a suitable 
procedure whereby the siding owners could be served with an 
advance notice of enhancemcn! in the rates of siding charges in future. 
'In pursuance of this recommendation, the Ministry of Railways 
(Railway Board) have furnished the note after consulting the Min- 
iatxy of Law (Appendix XII). The Committee note that while in the 
case of sidings, the agreements regarding which either providcd for 
an enhancement of the rate of siding charges or for the termination 
of the agreement, the Railway Board did not contemplate difficulties 
in implementing the recommendation; in other cases, the matter 
required further examination. The Committee desire that 
a decision be taken in the matter as expeditiously as possible. In a 
commercial Department, there is no justification for continuing the 
old uneconomic rates of siding charges and the Ministry of Railways 
should examine the feasibility of having standard form of agreement 
with all siding owners with adequate provisions for revision of rates 
from time to time. 
Central Railway-Loss of Permanent W a y  Materials-Para 62 of 

15th Report of P.A.C. 
65. Commenting on the loss of permanent way mter ia ls  worth 

Rs. 93,000 in the course of doubling and relaying of track between 
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Delhi and Agra during 1948-51, the Committee observed that the 
Divisional Engineer failed to watch the receipt of "Material-at-site" 
returns and check them. They desired that the matter should be 
looked into by the Railway Bmrd and responsibility fixed. 

66. The Railway Board have stated* that during the period of 
doubling and relaying of the track, the incumbents to the posts of 
Divisional Engineer changed no less than nine times and that 8 
Assistant Engineers were in charge of the various works from time 
to time. The frequent changes in the incumbents and their pre- 
occupation with the executive side of the work as well as the difficult 
circumstances of the immediate post-partition period might be taken 
into consideration as mitigating factors to condone the omissions on 
the part of the Divisional Engineer and other officers. The C m -  
ntittee are astonished at this explanation. Theg would urge that the 
matter requires more serious examination. They would also tike to 
observe in passing that nine changes within a period of 3 years in the 
post of Divisional Engineer in charge of a Project could not be in the 
best ixtxrests of the  Projcct itself. 

Ea s t~ rn  Railwall-Charges on account of haulage of oil at Budge 
Budge-Para 74 of 15th Report of P.A.C. 

67. For thc loading and unloading of oil and oil products booked 
to and from Budge Budge, the Railway administration have laid about 
24 points on the West Yard of t he  Station. Although an expenditure 
of about Rs. 1.65 lakhs per year is being incurred on the haulage of 
wagons to and from these points no charges are levied by the Railway 
Administration on the oil compnnies for these facilities. Audit sug- 
gested in 1956 that a suitable charge should be levied to cover the 
haulage charges, as with the segregation of the goods station from the 
pussenger station during the War, these loading and unloading points 
served the convenience of the oil companies more than what was 
required by the safety regulations. The Committee observed that 
in a case where a siding was to the mutual benefit of both the Com- 
pany and the Railways, the decision regarding levy of siding charges 
should be fair nnd not at the cost of the Exchequer. They, there- 
fore, desired that the matter be reviewed by the Railway Board in 
the light of their observation. 

68. In a note (Appendix XIV) furnished to the Committee, the 
Ministry of Railways (Railway Board) has explained that "no records 
were available to indimte whether initially the initiative to lay the 
lines in the particular location was taken by the Hnilway and the 
-P-. - --- 

*Appendix X111. 



34 
Oil Companies thereafter constmted their instaIIations close to the 
railway lines at Budge Budge or whether the initiative for choosing 
the looation was with the Arms". The matter was examined in 1930 
by the Agent of the ex-Eastern Bengal railway and it was decided 
not to levy any siding charges presumably because it was considered 
that the facilities in question were provided for the convenience of 
Railway working. 

69. The Committee are unable to accept this explanation. They 
feel that in the absence of the relwant records leading to the laying 
of the lines, it will be difficult to establish that the lines were laid 
by the Railways solely for operational reasons. The large number 
of points provided confinns the doubts in the minds of the Committee. 
Considering the sizeable expenditure on haulage of wagons over t h e  
numerous points and &o the fact that the Railway pays tent to the 
Port Trust for the land on which the sidings are situated, the Com- 
mittee feel that there is a strong case for temewing de novo whether 
suitable siding charges should not be levied on the Oil Companies for 
the unuswrlly ls'beral facilities p.rovided. I 

Avoidable expenditure on water churges-Para 82 of 15th Report 
of P.A.C. 
70. In 1942, the Railway Administration entered into an agree- 

ment with the Jabalpur Municipality to pay for the supply of water 
at the rate of Re. 1/- per 4,000 gallons. During the periods of water 
famine, however, that rate was put to Re. I/- per 2,000 gallons, on 
a certificate being furnished by the Executive Engineer that water 
shortage existed and that water was drawn from the Pariat Lake. 
The period of agreement was to expire on the 9th May, 1952. On 
22nd April, 1952, the Municipality proposed a new agreement pro- 
viding for the supply of water at the rate of Re. 1/- per 2,400 
gallons, as the supply of water from the Pariat Lake had become a 
permanent feature. The draft agreement was approved by the 
Railway Administration on the 16th May, 1956 over four years later. 
The Municipality gave its final approval on the 15th January, I%?, 
with the stipulation that the new agreement would come into effect 
from 1st January, 1957, and that for the period from 10th May, 1952 
to 31st December, 1956, the old rates would apply. Payments made 
at the old rates resulted in avoidable expenditure of Rs. 67,638. The 
earlier Committee while commenting on this case desired that the 
matter should be investigated and responsibility fixed for the delay 
at different stages and for the failure to warn the Municipality in 
time that the payments during the intemgnum were provisional. 

71. In extenuation the Railway Board haw stated fn their Memu- 
randurn (Appendix XTf) that the Municipality was not mely to 
have agreed to any system of provisional payments Judging by the 
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Municipality's later refusal to agree to the new agreement being 
given a retrospective effect, it was likely that the MunicipaliV 
would not have accepted anything less than a formal notice, which 
was not feasible under the circumstances. The Committee cannot 
but dismiss this argument as it is based on hypothetical considera- 
t ioa Nor can they agree with the conclusion arrived at by the 
  ail way Board that the time taken by different Ofaces in examining 
the revised agreement furnished by the Jabalpur Municipality was 
not so long as to call for further investigation regarding the question 
of fixation of responsibility. Obviously there had been undue delay 
in the findisation of the revised agreement which resulted in a loss 
to Government. In the CommitteeJa opinion, the reason for the 
delay requires investigation with a view to fixing responsibility. 

Central Railway-Purchase of bufler outer cases-Para 91 of 15th 
Report of P.A.C. 

72. The stock of buffer outer cases to drawing No. NA 18 re- 
quired for certain non-standard wagons was exhausted in Septem- 
ber, 1953. Buffer cases of another design W 360 were used instead 
until August, 1955 and thereafter the Administration resorted to 
the use of NA 18 buffer cases reclaimed from condemned wagons. 
No action was, however, taken for the procurement of these bufier 
cases until July, 1956. Thereafter the Controller of Stores pro- 
posed direct purchase of 1310 NA 18 buffer cases as there was no 
stock in hand. Tenders were invited in September, 1956. The 
third lowest offer which involved an extra expenditure of Rs. 1,23,487 
was accepted. The delivery commenced in November, 1957 and 
was completed in February, 1958. 

73. The Public Accounts Committee (1958-59) came to the con- 
clusion that the "emergency" arose as a result of the inactivity of 
the Railway Administration for nearly one year, and suggested an 

' enquiry into the matter. In a note furnished to the Committee 
(Appendix XVI) the Railway Board have given a statement show- 
ing in chronological sequence the steps taken by the Railway Admi- 
nistration from October, 1955 to January, 1957 for the procurement 
of NA 18 buffer cases. According to the Railway Board while there 
was no slackness or inactivity as such. there was admittedly delay 
in the Anal assessment of the demand through interdepartmental' 
correspondence. The time taken was unavoidable to same extent 
and arose from the need to decide the types of buffer cases for which* 
indents were to be placed. 

74. The Committee And it ~WBcult to accept the above cxplana-. 
Man. As rightly pointed out by Audit the stock of W 560 buffer 
water eusr waa cxhauated on 25th August, 1W and the purch4rs- 
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application for 1310 Nos. NA 18 was forwarded on 12th May, 1988, 
I t  took the Stores Depot more than eight months to decide on the 
,correct drawing and assess the requirement in consultation with 
the Mechanical Department. Another four months were taken to 
issue the letter calling for tenders. The tenders were opened on 
22nd October, 1956 and the letter of acceptance was issued on 7th 
January, 1957. This shows that there was delay at every stage in 
the face of the so called "emergency", 

It is thus obvious that in the matter of indenting for stores the 
stock of which had been exhausted, the officials concerned did not 
display even ordinary business-like promptitude. The routine 
manner in which the indent for the procurement of buffer cases was 
handled in this case, had led to the payment of higher prices. T ~ P  
Committee, therefore, reiterate their enrlier recontintmdaf io?~ and 
suggest that suimble action shcnlld be taken against the officials 
responsible for the delay i n  finalising the purchase of buffer outer 
cases. 

Wasteful expenditure due to excessive sanction of cleaners in the 
Loco Rtcnning Sheds of n Division-Pnra 121 of 15th Report of 
P.A.C. 

75. This case was originally commented upon by the Public 
Accounts Committee in paras 49 to 55 of their 17th Report (First 
Lok Sabha). From a note furnished by the Railway Board mdi- 
eating the punishments meted out to the delinquent omcials, the  
Committee (1958-59) got the impression that the higher oMcers were 
dealt with lightly. 

76. In a Memorandum (Appendix XVII) submitted to the Com- 
mittee, the Railway Board have now stated that the punishments 
awarded to higher officers were equitable and in conformity with the 
lapses on the part of each individual. It was, however, brought to 
the notice of the Committee that one of these officers who had been 
censured in January, 1958 in connection with this case was promoted 
to a higher post within six months of awarding the punishment, The 
Committee are distressed to learn this. 



Indian Railway Conference Association 

77. The Indian Railway Conference Association was formed 
in the year 1904-05, when the majority of the Indian Railways were 
managed by Companies incorporated in England. With such inde- 
pendent railway administrations it became essential to have a 
central organisation to  frame rules for management of inter-changed 
traffic; maintain wagon pools and to conduct neutral examination of 
wagons at inter-change points. In course of time, this central orga- 
nisation became the forum for the railways to inter-change views 
and discuss matters of mutual interest. In their capacity as experts, 
the members of the I.R.C.A. also advised Government on railway 
matters. i n  1923, the Railway Board was created as a Depxtment of 
the Government of India for managing railways. Later on, G ~ v r r n -  
ment took over a number of company-managed railwa:;~ with the 
result that by the end of 1950 all class I Railways in the country 
were Government-managcd. These changcs naturally resulted in 
substantial changcs in the functions and sphere of activities of the 
I.I.1.C.A. A list of Railways which are a t  present members nf the 
I.R.C.A. is at Annesure I1 to Appendis XT'IIT. Pakistan Government 
Railway was also a member of the I.R.C.A. upto 31st December, 
1950. 

78. It was brought to the notice of the Committee that the I.R.C.A. 
was a redundant organisation in the present set-up, when almost all 
the important Railways were mnnsgcd by the State and the Rail- 
way Board acted as the co-ordinating authority. The Committee, 
therefore, examined broadly the working of the Association. 

The typc of work now being done by :he I.R.C.A. may be broadly 
classified as under: 

(i) Framing and publishing the Rules and Regulations for the 
inter-change of traffic between Indian Railways. 

(ii) To advise the Railway Board on commercial matters. 
(iii) Maintenance of statistics of movements etc. of inter-chang- 

ed wagons. 
(iv) Neutral control i.e.. neutral inspection of wagons at inter- 

change points and workshops, to ensure that wagons are  
in a state of good repair and deficiencies etc. are appro- 
priately made good. 



79. To deal with items at (i) and (ii) above there is a Corn-- 
rnercial Committee of the I.R.C.A. composed of the Chief Cornmer- 
cia1 Superintendents of Railways. The Commercial Committee func- 
tions as a consultative and coordinating body for all Indian Govern- 
ment Railways, n o n - G o v m n t  Light Railways and the Port Trust 
Railways which are not under the control of the Ministry of Rail- 
ways. The Committee meets four times in a year to consider addi- 
tions or alterations to general classification of goods, tariff proposals 
and rules relating to goods and coaching traffic. The Committee also 
eramines inter-railway disputes on this account. Its recomrnenda- 
tions are referred to the Railway Board who are the final authority 
to decide the policy matters. The I.R.C.A. also arranges the publi- 
cation of various Rules, Manuals and other Statistical information, 
uiz., Railway Time Table, Railway Telegraph Code, List of Stations 
etc. In a note fupished to the Committee by the Railway Board it 
has been urged that the independent character of the Commercial 
Committee enabled it to arrive at decisions after free and frank ex- 
pression of opinion by the Members at equal level. It has also been 
contended therein that the same Committee functioning under the 
aegis of the Railway Board, instead of an independent organisation 
like the 1.RC.A. would not be equally effective as the presence of 
the superior administrative authority would tend to limit the free 
exchange of views. The Committee are not convinced with this 
argument. In the face of so many other Committees working 
directly under the control of not only the Railway Board but other 
Ministries and Departments of Government to tender advice on 
impartant mat ters ,  t h e  appears to be no c u e  for according a special 
treatment to the Commercial Committee of the I.R.C.A. Sirnitarl?~, 
the Committee see no convincing reason for a neutral organisation 
being entmsted with the work of printing and publication of books 
like the Railway Time Table, Alphabetical List of Stations, Coach- 
ing and Goods Tatif etc. which can be conveniently looked a j t a  by 
the Railway Board 

80. The I.R.C.A. maintains statistics about the movement of 
wagons from one Railway to another, their detention at particular 
junctions and their overall condition. Periodical reports on the basis 
of these records are furnhhed to the Railway Board and the Railway 
concerned. This information enables the Railways to keep a day to 
day control and regulate the movement of wagons. It has been 
urged by the Railway Board in this connection that it would be 
@mmvht inappropriate to have this work done under the aegis of 
the Central a d d s t r a t i v e  authority like the Railway Board, as it 
would W to divert *the attention of the high level body (Railway 
Bo8rd) to routine executive mattm. While the Committee do not 
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uirh to go into the relative merits of this statistica2 work being dau 
&her by the Railway Board 07 a subordinate ofice under them theg 
feel that the staff who collect and maintain the  tati is tics sharld 
more appropriately be placed under the direct dministrative conhd 
.of the authority which ultimately utilises the infmation.  In thir 
manner the Railway Board would be in a better position to get the 
,information expeditiously in whatever form and manner they re- 
. quire. 

81. The I.R.C.A. conducts as a neutral authority the mechanical 
examination of wagons at inter-change points between the various 
Railways, thus ensuring that no wagon that  is unsafe to  run passes 
from one Railway to another and that a higher standard of main- 
tenance is kept. For the purpose Neutral Train Examining Units 
have been posted at ten inter-change junctions. The  Committee 
paid a visit to one such inter-change point (Agra Cantt.) to mske 
an  on-the-spot sludy of the working of the neutral control organisa- 
tion in the  field. It was urged before the Committee that the fact 
that the personnel who examined wagons passing from one Railway 
to another were not ~vorking under the supervision of the Executive 
Officers of any one railway n-cant a long way in maintaining a higher 
standard of mechanical nlaintcnance of wagons. In the set-up the 
train examining unit of the I.R.C.A. x-orkcd wthou t  any pressure 
from the Railway administrations cmcerned. It  often hnppcncd 
that the railway staff either failed to detect some of the defects and 
dcficlcncies or they intentionally omitted to  carry out the repairs with 
a vicw to evading their responsitjilities for the damages, etc. 

Tlw Committet. are not convinced by this plea. The ten inter- 
change points at which Neutral Control Organisations are working 
\\ere sct u p  at the beginning of this century when there were 
different company-owned and compsny-managed Rni1m.a~-s each in- 
dcpcndent of one another. Such neutral checks were necessary for 
ascertaining the claims and dnn~ngcs and apportioning the cost t o  
the  respective Ra i lwqs .  Urrth rhe iiltegratio?l of the entire railway 
system iirto a s i i~glc  to~ir,  sil(*lt ueutrnl orgnnl=.arion i s  n?l mnchronism 
of the past. Further,  the Committee understand that inter-railway 
adjustment of expenditure in respect of damages and deficiencies 
has been discontinued. Thc Comrnittce, therefore, feel that there is 
no necessity to continue such neutral examination. Such a check 
can be entrusted to the train csamining units of the respective rail- 
ways. If the examination by these Units is not satisfactory, the  
Railway Board should take appropriate measures to improve the  
same. The Cornmitttee desire that the Raitu3ay Board should 
examine the whole matter in the light of the above obsetvations. 



82. With the exit of Pakistan Railways at the end of 1950, this. 
Organisation comprises of predominantly the Indian Railways and a 
few light and private-owned Railways. The need for an indepen- 
dent Organisation (as was necessary when the different units were 
mutually independent) was no longer there after 1950. In the light 
of the above observations, the Committee suggest that the Railway 
Board might revi.ew the position of continuance or otherwise of  the 
I.R.C.A. in its present form. 

NEW DELHI; UPENDRANATH BARMAN, 
The 8th December, 1959. Chairman, 
Agrahayana 17, 1881 ( S a k a )  . Public Accoz~nts Committee. 



Proceedings of the sittings of the Public Accounts Corn-- 
mittee held on the mth, 21st, ztnd, 23rd, tqth July 

and 5th and 8th December, 1959 



Proceedings of the Seventh Sitting of the Public Accounts Com- 
mittee held on Monday, the 20th July, 1959 

83. The Committee sat from 10.00 hours to  13.00 hours. 

PRESENT 

Dr. P. Subbarayan-Chairman 

2. Shri T. Manaen 
3. Shri Maneklal Maganlal Gandhi 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Shamrao Vishnu Parulckar 
6. Shri Radha Raman 
7. Shri T. R. Neswi 
8. Shri Raghubar Dayal Misra 
9. Shri T. Sanganna 

10. Shri Vinayak Rao K. Koratkar 
11. Shri Jaipal Singh 
12. Shri Yadav Narayan Jadhav 
13. Shri Shraddhakar Supakar 
14. Shri Amolakh Chand 
15. Shri Rohit Manushankar Da1.e 
16. Shri Surendra Mohan Ghose 
17. Shri Jaswant Singh 
18. Shri S. Venkataraman. 

S h r i  A. K. Chantla, Cor,~prroller  & Auditor General of India. 
Shri P. C. Padhi. Atldit iotlnl  Deplctp Covtptroller & Auditor 

Ge7rernl (Rail w a y s )  . 

Shri V. Subramaninn, Drptctp Secretary. 

Shri M. C. Chawla. U n d e r  Secretar!y. 



Ministry of Railways (Railway Board) 

1. Shri K. B. Mathur, Chairman, Railway Board. 
2. Shri J. Dayal, Financial Com7nissioner. 
3. Shri Karnail Singh, Member (En,gineering) . 
4. Shri M. N. Chakravarti, Member (Stafl). 
5. Shri S. R. Kalyanaraman, Addl. Member (Commercial). 
6. Shri E. W. Isaacs, Addl. Member (Mechanical). 
7. Shri C. T. Venugopal, Director (Finance). 
8. Shri Qurban Singh, Di.rector (Railway Stores). 

Ministry of Finance 
Shri A. G. Krishnan, Urtder Secreta.ry. 

Savings over Voted Grants and Charged Appropriations-Paras 5 
and 6 (pages 3-4) of Atidit Report, 1959. 

84. There were savings in 9 out of 19 grants during the year 1957- 
58. The total amounts of these 9 grants (Final) was Rs. 147 crores 
and the total amount of savings was Rs. 27 crores the percentage of 
savings being 18.50. The percentages of savings under individual 
grants ranged from -04  to 56.60. 

The Committee took special note ~f Grant Nos. 14 (Open Line 
Works-(Revenue) and 18 (Works c~xpcnditurc~ from Development 
Fund) under which savings had occurred during tllc last  three years. 
As stated in the Appropriatiun Accounts Part I-Revicw, the savings 
under these grants were due to less expenditure owing to slow pro- 
gress of works as a result of non-availabihty of materials to the extent 
required, delay in finalisation of schemes. sanction o f  plans and 
estimates etc. The Committee enquired about the typcs of material 
provided under these Grants which could not bt procured during the 
year and the reasons as to why proper allowance for their non- 
availability was not made a t  the time o f  framing the  estimates. In 
extenuation the Financial Commissioner (Railways) stated that 
Demand No. 14 referred to Open Line Works which were numerous 
and spread over the entire railway system. While every effort was 
made to prepare the estimates as precisely as possible, thc receipt of 
materials did not progress according to schedule. Stores were obtain- 
ed from different countries and the items required were numerous. 
Sometimes, due to non-availability of certain critical materials, even 
though other materials were there, the work could not be proceeded 
with. I t  was further stated that in the matter of procurement of 



Stores the Railway Ministry were dependent on other Ministries also 
like Works, Housing and Supply, Steel, Mines and Fuel etc. Since 
even the concerned Ministries were not able to give any assurance 
.about the timely supply of material it was difficult for the Railway 
Ministry to make a precise forecast a t  the initial stages about the 
flow of rna~c:~:.!. 

85. As regards delays in finalisation of schemes, sanction of plans 
etc. the representative of the Railway Board stated that the works 
on the Railways were inter-dependent. If one work lagged behind 
for any reason it affected several other works. The Comptroller and 
Auditor General invited the attention of the Members of the Rail- 
way Board to the recommendations of the Public Accounts Commit- 
tee contained in their Eighth Report (Second Lok Sabha) and sug- 
gested that the Railways might also follow the practice since adopted 
by other Ministries zoiz.. to include in the Budget estimates to be 
presented to Parliament only such of the schemes which were finally 
approved and were ready for execution. In respcct of schemes and 
projects which had not reached that stage, but were likely to be 
finalised and taken in hand during the course of the year. the Minis- 
t q  of Railways could obtain the approval of Parliament thereto by 
means of a small token grant. Later on. when the details were 
worked out, a supplementary grant could be obtaincd for executing 
the work. This procedure, if adopted by the Ministry. would avoid 
otwbudgeting. A member of the Railway Board expressed his 
doubts that the revised p~.octdure might result in delays in the execu- 
tion of the works, which sometimes had to be undertaken on an emer- 
gency basis. The Financial Commissioner (Railways). howe\vx, 
felt that there would bc no difficulty in accepting the proposal.* 

Unsanctioned espet?dirtire-An7ze.ntre 'A '  (page 92), Appropriation 
Accounts (Railzoa!ys).  1957-58-Part I1 Detailed Accounts. 

86. Annexure 'A' to the Appropriation Accounts showed the 
details of unsanctioned expenditure not regularis4 upto the 15th 
November, 1958. under three categories-(a) Want of Estimates (b) 
Excess Over Estimates and (c) Miscellaneous Irregularitios. The 
Committee desired to know how expenditure had been incurred by 
the Railway Administration without preparing the estimates in the - --.. - ---. - - - --- - -- - -----.- 

*A further clarification was sought by the F.C.. Railwevs at the sitting of the Com- 
mittee held on the 24th July, 1959. It was confirmed that the rcviscd p r o d u t c  

m g  ested by the C. & A.G. should apply to maior works expenditure 8s well a t  L rep ement work8 chargeable to revenue where Inr e sums were involved end in 
icrpect or which detailed estimates were not readily a ~ a  f Iable. 



Arst instance and subsequently also why the position could not be 
regularised in accordance with the rules. (Certain cases pertained 
to the year 1955 and even earlier than that). The representative of 
the Ministry of Railways explained that a number of projects were 
undertaken in the past on emergency basis, which were started 
without preparation and finalisation of detailed estimates. These 
works had been started on "urgency certificates" as provided in t h e  
Rules. Efforts were now being made to regularise these transactions 
as early as possible and progress made was reported in the Appropria- 
tion Accounts. In certain cases where works had been completed,. 
the completion reports were being treated as final estimates. 

Loss due to short supply of Cast Iron Sleepers ordered on indigenous. 
Sleeper Manufacturers agcriizst 1955-56 Programme-Para 14 of 
Audit Report, 1959. 

87. Nine contracts were placed in May 1955, on indigenous sleeper 
manufacturers for the supply of 1,46,500 tons of cast iron sleepers by 
the 31st March. 1956. In terms of the contract agreements the 
responsibility for arranging the raw materials rested 
on the contractors. With a view, however, to ensuring timely deli- 
veries, the Ministry of Commerce and Industry and the Iron and Steel 
Controller were requested to allot 75% of the pig iron required by 
each contractor out of the quotn reserved for the Railways for the 
manufacture of sleepers. The balance of 255% of raw materials and 
the melting losses were to be arranged by each contractor himself. 
This meant that each contractor was actually required to supply 4 
tons of sleepers for every 3 tons of raw material arranged by the Min- 
istry of Railways. 

On the 9th June. 1955 (aftel- 12 days of the award of the contracts) 
the free sale of pig iron was suspended under orders of the Govern- 
ment. 

88. Out of the 9 contractors one was subsequently found incapable 
of manufacturing sleepers and his contract was cancelled. Two 
other contractors, after having received 735 and 292 tons of raw 
material on the nuthorisation of the Iron and Steel Controller failed 
to supply the sleepers. While three contractors supplied either 
equal or more than the quantities of sleepers required under the 
contracts the other three failed to supply sleepers according to the 
stipulated formula of 4 tons for every 3 tons of raw material supplied 
to them. The total supply actually received against all the con- 
tracts was 1.18 lakh tons. Further orders had to be placed on two. 
of the contractors for the supply of sleepers at  rates which were 



31s. 940/- per ton higher than the rates agreed in 1955. Had the 
contractors supplied the sleepers as per agreement, there would have 
been a saving of Rs. 12.74 lakhs to Government. 

89. In evidence the Committee were informed by the representa- 
tive of the Railway Board that, according to the legal opinion, the 
contractors could not be held liable for any shortfall in their supplies 
attributable to the stoppage or hindrance in the supply of 
raw materials. As a result of the restrictions placed by the 
Government on the free sale of pig iron in June 1955 the 
contractors were not able to procure the raw material. It was 
stated that even the iron scrap which was also a controlled item 
could not be made availnble to the manufacturers. 

90. As regards the parties coming in the first category, viz. those 
who did not supply any sleepers, the witness explained that only very 
small orders had been placed on these contractors. No formal agree- 
ment had been entered into with the first contractor who was found 
incapuble of manufacturing sleepers. On being asked as to why 
the earnest money of this party had been refunded, (which could 
have been forfeited) no satisfactory reply was given. Of the other 
two, the security deposlt (Rs. 5,000/-) of one contractor had been 
forfeited and action to be taken against the other party was under 
consideration by Government. The Committee desired to have 
further infcjrmation in respect of these contracts but the witnesses 
could not furnish the details as the information was not readily 
available with them. Further consideration of the subject was, 
therefore, postponed for the next day i .e. 21st July, 1959. 

E x t r a  ea-pet~dtture 117 the purchase of locomotit~e cornponertt parts 
a n d  assem?~Iics-Para 16 of A lidit Report ,  1959. 

91. Tenders for the purchase of certeiin locomotive component parts 
and assemblies were invited by the Ministry of Railways from esta- 
blished manufacturers abroad The tenders were opened on the 6th 
March, 1957. and the offers were open for a period of 90 days from 
the 16th February. 1957. As the orders to be placed could not be 
flnalised within the validity period the firms were requested to keep 
their offers open upto 30th June, 1957. All the firms excepting a 
British firm, whose quotntions were lowest in respect of seven items 
technically acceptable, agreed to do so. The British firm was prepar- 
ed to extend the validity period beyond 31st May, 1957 subject to a 
pri& increase of 10%. 

92. The technical report on all the quotations was received from 
the Central Standards OfRce on 27th April, 1957 and the Ministry of 
Finance were approached on 14th May, 1957 for the first time to release 



the necessary foreign exchange. On 21st May, 1957 the Ministry. of 
Finance suggested that certain items might be curtailed in view of 
the acute foreign exchange position. A revised list was, therefore, 
submitted on 23rd May, 1957. The sanction for foreign exchange was 
received on 28th June, 1957. The Tender Committee met on the 9th 
October, 1957 and the final orders to be placed on the firms (includ- 
i q  seven items on the British firm) were finalised on 21st October, 
1957. As the order wrts not placed in time, price increase of 10% 
had to be allowed to the British firm which resulted in extra 
expenditure to the extent of Rs. 1.76 lakhs. 

93. The Committee enquired as to why the indigenous capacity war 
not fully explored by the Ministry of Railways before inviting tenders 
from abroad for the component parts and subsequently how was it 
possible for the Ministry to curtail their requirements at the instance 
of the Ministry of Finance in a period of only two days. The repre- 
sentative of the Ministry of Railways stated that the Chittaranjan 
Locomotive Works were increasing the tempo of manufacture of the 
components themselves and to the extent they were not able to meet 
the requirements the items were imported. The indigenous capacity 
was, therefore, constantly kept under review. When the Ministry of 
Finance suggested a reduction in the foreign exchange, a reassess- 
ment was made keeping in view the progress made by the C.L.W. and 
other factors. The manufacturing programme of the C.L.W. was, 
however, not affected by this decision. 

94. On being asked whether it was not the normal procedure to  
obtain sanction for foreign exchange from the Ministry of Finance 
before inviting tenders from abroad, the witness stated that the 
approval of the Finance Ministry had been obtained in principle in 
this case also before the tenders were invited. They were, however, 
approached for the second time for a clearance certificate after the 
exact amount of foreign exchange requirements were ascertained on 
receipt of quotntions from the suppliers. The Committee observed 
that whereas the tenders were opened by the Ministry of Railways 
on the 6th March, 1957, a reference in this connection was made to 
the Ministry of Finance only on the 14th May, 1957 only a few days 
before the termination of the validity period. They desired to know 
the reasons for this delay and whether any responsibility could be 
fixed in the matter. The Chairman, Railway Board assured the Com- 
mittee that he would look into the matter and apprise them of the 
tiction taken in due come.  

The Committee then adjourned to meet again at 10.00 hours on 
21tt July, 19s. 



Proceedings of the Eighth sitting of the Public Accounts Com- 
mittee held on Tuesday, the 21st July, 19SB 

95. The Committee sat from 10.00 hours to 13.00 hours. 
PRESENT 

Dr. P. Subbarayan-Chairman, 
MEMBERS 

2. Shri T. Manaen 
3. Shri Maneklal Maganlal Gandhi 
4. Pandit Jwaln Prasad Jyotishi 
5. Shri Shamrao Vishnu Parulekar 
6. Shri Rameshwar Sahu 
7. Shri T. R. Neswi 
8. Shri Raghubar Dayol Jlisra 
9. Shri T. Sanganna 

10. Shri Yadav Narayan Jadhav 
11. Shri Amolakh Cha i~d  
12. Shri Rohit hlnnushankar Dave 
13. Shri Surendra Mohan Chose 
14. Shri Jaswant Singh 
15. Shri S. Venkataraman. 

Shri A. K. Chanda. Comptroller and Auditor General of 
India, 

Shri P. C. Padhi, .4ddl. Deputy Comptroller and Auditor- 
General (Rnilzunys) . 

Shri V. Subramanian, Deputy Secretary. 
Shri M. C. Chawla, Under Secretary. 

W I T N E ~ ~ G ~  

Ministry of Railways (Ra i lway  Bmrd)  
1. Shri K. B. Mathur, Chairman. 
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2. Shri J. Dayal, Financial Commissioner (Railways). 
3. Shri Karnail Singh, Member (Engineering) 
4. Shri M. N. Chakravarti, Member (Staff) 
5. Shri S. R. Kalyanaraman, Addl. M e m b e ~  (Commercial). 
6. Shri E. W. Isaacs, Addl. Member (Mechanical). 
7. Shri D. R. Kohli, Addl. Member (Works). 
8. Shri H. D. Awasti, G.M. 8: C.E., R.E.P. 
9. Shri C. T. Venugopal, Director (Finance). 

10. Shri Qurban Singh, Director (Railway Stores). 
Ministry of Finance (Deptt. of Economic Affairs) 

Shri A. G. Krishnan, Under Secretary. 
The Railwuy Electrification Project-Para 32 of Atidit Report, 1959. 

96. The para in the Audit Kcport cited above described the salient 
features of the electrification in progress on the Eastern and South 
Eastern Railways. In order to ease the passenger traffic in the Cal- 
cutta area, the Railway Board decided in early 1954 to  introduce elcc- 
tric traction on the Calcutta suburban lines with extensions to coal- 
fields, Kharagpur and Tatanagar. The first phase of the project 
covering 67 miles uf the main line between Hcwrah and Burdwan 
and 21 miles of the Sheoraphuli-Tarkeshwar Branch was expected 
to be completed between June to December, 1957; but the work was 
delayed due to certain factors like delay in finahation of plans, 
estimates, designs and supply of materials and power. The service 
commenced with effect from the 15th August, 1958. 

97. The Railway Board had decided in March. 1954 to adopt the 
(3000~) D.C. system. This decision was revised in November, 
1957. According to the revised decision main-line electrification 
would be on the AC. system and the first phase of the projwt since 
done on the D.C. system would eventually be converted into A.C. 
The outlay on the change-over was originally estimated at about 
Rs. 3.5 crores but it was not possible to determine the precise cost 
of conversion. 

98. The electrification of about 1053 miles on the A.C. system 
extending to Moghulsarai, Rourkela and the East Pakistan border 
had been undertaken at an estimated cost of Rs. 89 crores. 
A technical collaboration agreement had been entered into 
with the French National Railways (S.N.C.F.) on a fee of 2426,000 
tor the electrification of 970 route miles upto September, 1961. In  
the event of an extension for a year beyond that date the cost of 
establishment at eite would be paid, but a new agreement would 
be necessary for any extension beyond 1st September, 1962. 



99, The representatives of the Ministry of Railways explained the 
considerations which prompted the Railway Board in 1954 to adopt 
the D,C, system on the first phase of the project (Howrah to Burd- 
wan and Sheoraphuli to Tarkeshwar). According to him the A.C. 
system was then still in the initial stages of development in most ot 
the  western countries. An ex-Engineer of the Railways was sent 
abroad in the year 1953 to study the A.C. traction system in the Bel- 
gian Congo and France. After consideration of the Report submit- 
ted by this officer and other technical and operational problems 
peculiar to Indinn conditions it was then decided to adopt the D.C. 
system for the first phase. The attention of the witnesses was drawn 
to an article which had appeared in a German journal in 1954, which 
described the progress achieved by Germany and France and other 
countries in the field of A.C. tmction. The first A.C. locomotive was 
manufactured in 1930 and the line from Budapest to Vienna was work- 
ing nn A.C. traction as early as 1932. Soon thereafter the German 
Reichshahn !;el up a 50 cycle experimental track. The A.C. system had 
been proved economical and far superior to D.C. by that time. The 
Committee, thewfore, enquired as to why the ex-Engineer was sent 
to Belgian Congo instead of Germanv and such other places where 
the A.C. system had already been working. The representative of 
the Railway Board observed that the progress made by Germany 
and other countries in the development of A C. traction was fully 
known to the Railway Board when they took the decision in 1954. 
He added that the Kando system which had been introduced in Ger- 
many was a technical adventure and did not merit serious consider- 
ation. It was only after the French Railways developed the ignition 
type of locomotives in 1956, the advantage of the A.C. system were 
accepted by most of the advanced countries including the U.K. and 
U.S.A. 

100. The Committee then wanted to know why the Board had 
decided to introduce the 3000V. D.C. system on these lines, when the 
system on the Bombay-Igatpuri was 1500 volts. The representa- 
tive of the Railway Board stated that the 1500V. D.C. was an  old and 
outmoded system and was not favoured in any country. It would be 
worth while to convert that system to 3000 volts but the cost involved 
was enormous. He added that the 3000 volts D.C. locomotives and 
equipment which would be rendered surplus consequent on the 
conversion of the Howrah-Burdwan line from D.C. to A.C. could 
be utilised in the Bombay region after suitable modifications. 

101. The Committee then enquired whether it was not possible to 
stop the work of the first phase (DC traction) in 1957 when a decision 
was aken to adopt the A.C. system as this would have at any rate 
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rninimised the cost of change-over from D.C. to A.C. The witness 
stated that on the basis of the earlier decision in 1954 certain loco- 
motives and other equipment had already been ordered and received 
by them and the work of the project had reached an advanc- 
ed stage. It was, therefore, not considered economical to 
suspend the work and wait for the introduction of the 
AC.  system. Further it would have meant a delay of two 
and half years more in introducing electric traction in that 
area which was badly needed. The steam traction could not 
cope with the growth of traffic. On the other hand by the immediate 
introduction of electric tmins in the area it was anticipated that the 
Railways would be able to save to the extent of IEs. 4 lakhs per 
month-the difference between electric and steam traction. (The 
actual savings, however. were approximately Rs. 29 lakhs per year). 

102. As regards the agreement with the French National Rail- 
ways, the representative of the Ministry explained that quotations 
were received from different firms who had experience in this field 
and the rates of the S.N.C.F. were the lowest. After negotiation the 
rates were further reduced and the fee payable to them was consi- 
dered to be quite reasonable. Under the agreement the consultants 
were to provide technical advice, arrange for the training of Indian 
personnel and inspect the locomotives etc. that were being received 
for the project. In reply to a question, the Committee were inform- 
ed that the Indian technicians would be able to shoulder the res- 
ponsibilities on their own and it would not be necessary to extend 
the contract beyond 1962 even if the completion of the project were 
delayed. 

The Committee were also informed that although the electric 
locomotives were mostly being imported at present efforts were be- 
ing made to develop the indigenous capacity of C.L.W. to meet 
future requirements. 

Loss due to short supply of Cast Iron Sleepers ordered on indigenous 
Sleeper Manufacturers against 195546 Programme-Para 14 of 
Audit Report. 

103. In continuation of their deliberations of 20th July, 1959, the 
Committee resumed further consideration of the case cited in the 
audit paragraph, Taking the cases of the three firms who had failed 
to supply the sleepers, the Chairman Railway Board stated that after 
the receipt of tenders from the various firms the Railway Adminis- 
tration was asked to send its inspectors to ascertain the working 
cepadty of these ftrms. The first party who was found incapable of' 
r n ~ u h i m i r q  sleopen, tpqucsfsd of its own acconl for conceliatiorp 



of the contract. Since no formal agreement had been entered into and 
no raw material was supplieck to it the order placed on this firm. 
was cancelled, and the earnest money was also refunded. The second 
furm which had some previous experience in this line, was asked to 
deposit security money and enter into a formal agreement. The 
party did not do either of these but asked for an extension of the 
delivery period which was not agreed to by the Railways. This 
party had meanwhile received 735 tons of pig iron from the Iron 
and Steel Controller at controlled rates. Since the firm had not 
entered into any agreement and did not supply any sleepers, its 
earnest money deposit of Rs. 5,0001- was forfeited. The third party 
also pleaded for extension of time which was not agreed to by the 
Railway Board. It had received 635 tons of pig iron (of which 
157 tons were against the quota of 75%) but did not supply any 
sleepers. The security deposit of Rs. 10,000;- from the party was 
lying with the Government and action to be taken against this firm 
was under consideration of the Board. The Committee desired to 
know whether in addition to the forfeiture of the security deposits, 
Government did not intend to take action against these firms for 
having obtained the pig iron at controlled rates either in the free 
sale or against the reserved quota for manufacturing sleepers for the 
Railways and thereafter used the same for their own purposes and 
earned large profits. The Committee also desired to know whether 
the Iron and Steel Controller had been apprised of this default by 
the Railway Board. The representative of the Ministry admitted 
that the Iron and Steel Controller had not been informed of the mat- 
ter so far nor did it occur to them at any stage that the parties could 
also be proceeded against for such malpractices. The Committee felt 
that the case referred to in the paragraph required a further scrutiny 
and detailed examination and they appointed a sub-Committee to go 
into the whole matter and report to them in due course. 
Extra-expenditure in the purchase of locomotive component parts 

and asseinblies-Para 16 of Audit Report, 1959. 
104. Resuming further consideration of the case referred to in the 

para of Audit Report cited above the Committee desired to know 
why the Tender Committee could not meet earlier than 9th October, 
1957, when the necessary sanction to the foreign exchange was 
received on the 28th June, 1957. The witness explained that keeping 
in view the foreign exchange position a further check was exercis- 
ed to reduce the items to be purchased from abroad. A reference 
was made to the Mechanical and other engineers and as a result of 
further discussions the demand was reduced by £73,000. The Compb- 
roller and Auditor General pointed out that the figure of ET3,m 



included certain items worth ~€62,000 for which there was no accep 
table tender. Hence there was no necessity for applying for foreign 
exchange with regard to this items. Had the Railway Board taken 
care to exclude these items for which there was no acceptable ten- 
der in the Arst instance i t  was possible that the Finance Minis- 
would have immediately made available necessary foreign exchange 
and extra payment (10% increase in the cost) made to the British 
firm would have been avoided. 

South-Eastern Railway-Erection of imported weagons-Para 17 of 
Audit Report, 1959. 

105. An order was placed with a firm for the erection of 8,446 
wagons which were being imported in a semi-knocked down condi- 
tion. The firm agreed to supply 750 wagons per month in fully erect- 
ed condition. The work commenced in April, 1956, and, according 
to the agreement, should have been completed by March, 1957 
However, only 4,822 wagons were completed upto March. 1957, 3624 
from April, 1957 to March, 1958 and 1386 wagons were still to be 
erected. For each month of delay the Railway Administration in- 
curred an extra expenditure of Rs. 6.393 - on the cost of establishment 
engaged for supervision apart from the loss of revenue which would 
have been derived from the wagons had they been put into service 
earlier. Although the work started in April, 1956, the formal agree- 
ment with the contractor was executed only on the 11 th June,  1958. 

106. In evidence the representative of the  Ministry of Railways 
informed the Committee that the delay in executing fo rm~l  agreement 
was due to the attempts made by ihc contractor to evade the issue 
owing to certain labour troubles and other factors. The contract had 
since been finalised and signed by the party with retrnspective effect. 
It was also stated that although no security deposit was obtained from 
the firm in the f i s t  instance, a sum of Rs. 31 lakhs hrd been held 
back from his on account payment bills. The question of claiming 
liquidated damages from the firm was also under consideration. 

The Committee then adjourned rto meet aguin at 10.00 hours on 
22nd July, 1959. 



Proceedings of the Ninth Sitting of the Public Accounts Committee. 
held on Wednesday, the 22nd July, 1959. 

107. The Committee sat from 10.00 to 13.00 hours. 

4 PRESENT 

Dr. P. Subbarapn-Chairman. 

2. Shri Maneklal Maganlal Gandhi 
3. Pandit Jwala Prasad Jyotishi 
4, Shri Shamrao Vishnu Parulekar 
5. Shri T. R. Neswi 
6. Shri Raghubar DRyal Misra 
7. Shri T. Sanganna 
8. Shri Jaipal Singh 
9. Shri Yadav Narayan Jadhav 

10. Shri Shraddhakar Supakar 
11. Shri Amolukh Chand 
12. Shri Rohit hlanushankar Da\*e 
13. Shri T. H. Deogirikar 
14. Shri Surendra Mohan Ghose 
15. Shri J a swmt  Singh 
16. Shri S. Vcnkntnraman. 

Shri A. K. Chanda, Comp?rol l t3r  c.lt~d Audi tor  CIelteral of Inciia. 
Shri P. C. Padhi, Additinnal Deputy Comptroller n i ~ d  Auditor- 

General ( R n i l w n y s ) .  
Shri P. V. S.  Raghava Rao, Director oj Aiidit. F.R.S.C.S. S: IIr- 

Shri  V. Subramanian, Deputy Secretarg. 
Shri M. C. Chawla, Ujrder Secretnrg. 



WITNESSES 
Ministry of Railways (Railway Board) 

Shri K. B. Mathur, Chairman. 
Shri J. Dayal, Financial Commissioner. 
Shri Karnail Singh, Member (Engineering). 
Shri M. N. Chakravarti, Member (Staf).  
Shri S. R. Kalganamman, Add!. Member (Comnterciat) . 
Shri E. W. Isaacs. AddI. M e m b e ~  (Mech,anical). 
Shri D. R.  Kohli. Addl.  Member (Works). 
Shri C. T. Venugopal, Director ( F i ~ ~ a t ~ c e ) .  
Shri Qurban Singh, Director. Railway Stores. 

M i n i s r q  of IVorl;~, Housing rind Supply 
Shri M. R. Sachde17. Secretary. 
Shri V. N. Rajan. Director General .  Supplies & Dispo~nls.  
Shri S. T'ohra. Join? Finat~cial Adviser. 
Ministry oi t . ' i ~ ~ a ) ~ r e  (Dept?. of Eco)torn.ic ,4fltfairs) 

Shri A. G .  Krishnan. U~tder  Secretary. 

Avoidable espendituw on sea freight-l'ura 15 o! Audit Report.. 

108. The D.G.I.S.D. entered into a contract with a continental 
firm for the supply of 2050 '0' type railway wagons. The firm was 
called upon to furnish its packing specifimtion which i t  sent on 21st 
March. 1956. The shipping arrangements were finalised shortly 
thereafter. Subsequently it was noticed that the packing specifica- 
tions of this firm covered more shipping space than the methods 
adopted by the two other firms-one British and the other Austrian 
which were also supplying similar wagons. On the 5th July, 1956, 
the firm w u s  advised to follow the method adopted by the Austrian 
firm. to which it readily agreed. By this time, 400 wagons had 
already been packed which resulted in an extra freight charge of 
E 9,200. 

109. The packing specifica:lons of the British firm were even more 
economical from the point o f  \view of freight but the Railway Adviser 
in London attached to the India Store Depertment was not sure 
whether the economy in freight possible by this packing specification 
would not be off-set by the extra cost involved in re-erecting the 
wagons in India. He, therefore, wrote to the inspecting omcer a t  
Vienna on 14-12-1955 and endorsed a copy to the Railway Board seek- 
ing their advice in the matter. On 5th July, 1956, he sent a reminder 
'lo the R a i l m y  Board and asked for instructions. The Ministry 



Informed the India Store Department on the 24th August, 1956 that  
the cost of erection of wagons in India would remain the same irres- 
pective of the method of packing, and that the most economical s h i p  
ping specification should, therefore, be adopted for all future consign- 
ments. However, no action was taken on this letter by the D.G.I.S.D. 
as the cornmunicetion was stated to be not traceable in his office. 

110. In evidence, the representative of the Ministry of W.H. & S. 
stated that according to the terms of the contract, the manufacturing 
firm was responsible for proper packing of the stores and it was to 
follow its own specifications. The D.G.I.S.D. being a non-technical 
officer was to go either by the specifications suggested by the indentor 
or  the specifications that were given by the rnenufacturers. He 
could not on his own initiative give any suggestions to the manuiac- 
turers in such matters. In this case, the specifications were received 
in the office of the D.G.1.S.D. on the 21st March, 1956 and were refer- 
red to the shipping agents On receipt of shipping quotations, the 
matter was finalised in consultation with the Railway Adviser end the 
firm was asked to proceed with the supplies. Later on. however, at  
the instance of the Railway Adviser. the firm was asked to adopt the 
Austrian packing. The firm in reality accepted the suggestion and 
in fact improwd upon i t  which eventually proved even more econo- 
mic:d than the Austrian method. 

111. The attention { t f  the representative of the Ministry of Works, 
Housing and Supply was invited to the tact, which had been brought 
to notice by .411dit. that the packing specificat~ons received from the 
firm o n  21-3-1956 and the shipping rates were referred to the Reilway 
.4d\.iser h\. t h e  D.Ci.1.S R. D. only on thta 26th June. 1956. The file on 
the subject ivas n~arkcd to the Railway Adviser on the 4th May hut 
it actually reached h ~ m  after seven weeks on 26th June. 1956. The 
Sc~retal!. t o  the Ministry o f  W.H. R. S. stated that this case of delay 
had neither been mentioned in the Audit Report nor had it  been 
brought to his notice. earlier. He. however, assured the Committee 
that he would look into the mattel* and furnish a report to the 
Committee. 

112. The Comnlittec also desired to know why the D.G.I.S. 8. D. 
did not take any action on the letter from the Mechanical Engineer. 
Visakhapatnam of 18th July, 1956 in which he had suggested that 
the British method of packing which was the chenpest might be 
adopted. The representative of the Ministry of W.S. C S. again 
pleaded his ignorance of this communication. His attention was, 
however, invited by the Additional Deputy Comptroller and Auditor 
General to a report by the D.G.I.S.D. sent to the Ministry in Novem- 
ber, 1958 in which a reference had been made to this letter and it 



had been explained that the D.M.E.'s letter was not accepted ar a n  
authority for adopting packing specifications. 

113. With regard to the last reference, viz. ,  the Ministry of 
Railways letter of 24th August, 1956, the Secretary to the Ministry of 
W.H. & S. stated that although the letter in question was entered in 
the Central Registry of the D.G.I.S.D., and marked to the Inspection 
Branch, it did not appear to have reached that Branch. The matter 
was investigated by an officer of the rank of Deputy Director General 
who came to the conclusion that no individual responsibility could 
be fixed in the matter. According to him, prior to 1953, the Central 
Registry used to obtain receipts for the letters and files sent to various. 
Branches, but this system involved certain delays end resulted in 
arrears of work. The system was, therefore, abolished in 1953 and 
all letters, files, etc. were now being sent by the Registry through 
messengers without obtaining any receipts. The Committee desired 
to be furnished with a copy of the investigation report and the action 
taken by Government in this case. 

114. In extenuation of the delay on the pnrt of the Ministry cf 
Railways (Railway Board) in attending to the query of the Railway 
Adviser and giving suitable instructions in the matter, the representa- 
tive of the Ministry of Railways stated that the first communication 
from the Rcdway Adviser, dated 14-12-1955 was addressed to the 
Inspecting Officer at Vienna and was endorsed to the Railway Board 
for information only. 111 the absence of detailed investigation etc. 
by the officers in the field (the Inspector at Vienna) and the relevant 
information as to the costs involved the Railway Board could not give 
any directions. It was also emphasised that in the matter 
of packing, it was always safe to l a v e  it to the discretion 
of the manufacturers who had an intimate knowledge of tht? 
characteristics of the material being transhipped. The subsc- 
quent letter from the Railway Adviser was received in the 
Ministry on 21-7-1956. It was examined in three Directorates, 
v i z . .  Stores. Mechanical and Finance and the final decision 
reached on 22nd August, 1956, was communicated t o  the D.G.I.S.D. on 
24-8-1 956. 

Purchase of Railway Stores at higher cost for reasons of ear;!/, 
delivery-Para 18 of Audit Repcurt. 

115. The D.G.I.S.D. invited tenders for the supply of certain 
machined and unmachined bar frames for the Chittaranjan Loco- 
motive Works to be delivered at the rate of 7 to 8 sets per month corn-, 
mencing from August, 1955. The lowest offer for the machin& 



frames were from two U.K. flrms-both under the same msnage- 
ment-at a price of El,100 per set. Acceptance of the offers was 
communimted to the flnns on 23rd March, 1955. On 30th March, 
1955 the firms wrote back that they would not be able to comply with 
the delivery terms previously offered by them. The revised terms 
were referred to the indentors who desired that the Arms might be 
asked to guarantee the deliveries. The firms, however, could not 
offer this guarantee and the order for 55 sets placed on one of the 
Arms was cancelled. (The order on the other U.K. Arm for 1fi sets 
was not cancelled.) The D.G.I.S.D. then started negotiations with a 
German firm, who guaranteed to supply 55 sets before the 31st March, 
1956 and also agreed to reduce its price from £1,200 to £1.150 per 
set. This offer was accepted Actually, however, the German flm 
delivered only 36 sets by the 31st March, 1956 and supplied the 
remaining by August 1956. According to Audit, although a higher 
price as compared to the lower rate of U.K. Arm was allowed to the 
German firm solely in considemtion of early delivery, the usual 'price 
preference clause' was not incorporated in the contract. Thus it was 
not possible to recover from the firm the difference between the con- 
tract amount and the lower offer. It was also not possible to recover 
any liquidated damages from the Arm in view of the certificate 
recorded by the C.L.W. Administration that it suffered no losses nwing 
to the delay in the supply of materials. 

116. In extenuation, the Secretary to the Ministry of W.H. & S. 
stated that since the British firm was not able to guarantee the s u p  
ply-in fact it was consirered doubtful if it could supply the sets at 
all-its contract was cancelled. Thereafter, only the Gennan Ann 
which had offered to supplv the sets at the rate of f 1,200 per set re- 
mained to be contacted. Although the period of offer had expired, fur- 
ther negotiations were made with this A r m  who no! only a.qreed to 
supply the sets but agreed to reduce the price to &1,150. Thus the 
contract entered into with the German firm was a fresh contract not 
related to their earlier offer and since there was no other par* who 
could supply the goads, there could be no justification for the inclu- 
sion of a price preference clause in the contract. 

117. With regard to the performance of the German firm, the 
Secretary to the Ministry of W.H. & S. stated that the Arm had repre- 
sented that the work was held up for some time owing to certain 
reasons beyond their control, viz., strikes and labour troubles and 
very severe winter during the year which had affected the production 
of several other fiaotories also. These explanations were considered 
by the Ministry of W.H. & S. in consultation with the Ministries of 

" Finance and t a w  and it was felt that due to the fmce mcljeure clause 
1429 (A1)LS-S. 



in the contract no damage. could be claimed from the Arm for the 
delay on its part to supply the stores. Moreover, the C.L.W. had 
also certified that they had suffered no loss on this account. 

118. In view of the certificate furnished by the C.L.W., the Com- 
mittee enquired from the representatives of the M:nistry of Railways 
whether the bars were really needed so urgently by them as to 
justify payment of higher rates. The representative of the Ministry 
explained that the C.L.W. worked on a basis of six months minimum 
stock and it was for that reeson that the delay in the supply did not 
affect their manufacturing programme and they incurred no loss. 

Eastern Railway-Extra expenditure on the purchase of caustic soda 
cells-Para 23 of Audit Report. 

119. An indent for the supply of Caustic Soda cells w m  placed by 
the Controller of Stores, Eastern Railway on the D.G.S. & D. in Decem- 
ber, 1954. Tenders were invited in March, 1955 and opened on 3rd 
May, 1955. The offers were open upto 3rd July, 1955 but the purchase 
proposals were not initiated until 20th Augpst. 1955. On 13th October, 
1955, the offers were referred to the indentor who recommended 
acceptance of the tender for a proprietary brand of stores. Necessary 
proprietary article certificate was thereupon called for by the 
D.G.S. & D. from the indentor which was received on 8th February, 
1956. Meanwhile, the date of the offers having expired, the tenderers 
demanded increased prices and the purchase had to be made at an 
extra cost of Rs. 14,710. 

120. The D.G.S. & D. explained that after a thorough examination 
of the case, the Secretary, Minis'ry of W.H. & S. had given a decision 
that the responsibility for the loss incurred by the Railway Adminis- 
tration in this case lay squarely on the D.G.S. & D. While admitting 
the responsibility, the D.G.S. & D. explained that the delays that 
occurred in this mse were due to mistaken but all the same good 
intentions. It was mostly because of the efforts to persuade the 
Railways to accept alternative brand of cells which was cheaper and 
economical. However, the matter was now being reviewed from the 
disciplinary aspect with a view to fixing respons;bility for the lapses 
e t  various stages in this deal and to award suitable punishments to 
the delinquents. 

121. In reply to a question why the Railway Administration did 
not furnish the 'proprietary article certificate' in the first instance 
which could have avoided the delay, the representative of the Ministry 
of Railways stated that the D.G.S. & D. had drafted certain standard 
specifications which conformed to this proprietary brand. These 

I 



specifications were used with a view to encouradng other parties to 
manufacture the stores which could not have been possible after 
furnishing a proprietary certificate. 

Ganga Bridge Project-Para 33 of Audit Report. 
122. The nara in the Audit Report cited above described the 

salient fea+vres of the Ganga Bridge Project which had been com- 
pleted and roened to traffic in May 1959. The Committee took note 
of the fact that the Railwys had successfully completed the project 
ahead of the time schedule and within the estimates 

North-Ea~t Frontier Railway-Avoidable payment to a contractor 
through arbitration-Para 19 of Audit Report. 

123. A contract for the manufacture and supply of q u w  products 
for the psriod November 1953 to October 1954 was given to a contrac- 
tor. The contract stipulated inter alia that the explosive required for 
the work would be provided on payment by the Railway but any 
failure or delay on the part of the Administration in giving the neces- 
sary rr?terhls etc. would not entitle the contractor to damages or 
cornpevation. In April, 1954 the contractor demanded additional 
papmmt, outside the contract, on the ground that he had to remove 
heavc. wer-burden for opening new faces and that he had sustained 
h e a v  losses due to delay in the supply of explosives. The descrip- 
tion qf the work in the previous yew's contract included a stipulation 
'with all leads and lifts and descents including clearing of jungles, 
eartl.! and thickness etc.' whereas these words were omitted in the 
concract in question. While the Railway Administration was of the 
op'qion that the removal of the over-burden and jungle clearance 
formed integral p r t  of the contract for the supply of pitching stones, 
tF4 contractor argued that the omission of the words which used to 
be in earlier contracts gave him the impression that the work would 
either be paid for separately or got done by the Administration 
through some other agency. The case was referred to arbitration a t  
the request of the contractor and the arbitrator gave an award for 
Rs. 60,000 in favour of the c~ntractor. 

124. The representative of the Ministry of Railways explained 
how the change in the wording occurred. With the merger of the 
ex-Assam Railway with the O.T. Railway and the formation of N.E, 
Railway the form prevalent on the O.T. Ra i lwy  was adopted by the 
new Railway Administration. Although the Railway Administration 
was quite clear that the manufacture and supply of stones covered all 
the ancillarv works like r e m o ~ l  of over-burden etc. and disputed the 
claims made by the contractor with regard to the loss suffered by him 
nn idle labour, it was unfortunate that the arbitrator according to  hfs 



own judgment gave an award against the Government. It wrur felt 
that the procedure for referring cases to arbitration was not quite 
happy and the Ministry of W.H. & S. were considering certain modi- 
fications in the existing procedure. 

The Commi4tee then adjourned to meet again at 10.00 hours on 
the 23rd July, 1959. 



Proceeding of the Tenth Sitting of the Public Accounts Committee 
held on Thursdry, the 23rd July, 1Wh 

125. The Committee sat from 10.00 to 13.00 hours, 

PRESENT 

Dr. P. Subbarayan--Chailmcm. 

2. Shri T. Manaen 
3. Shri Maneklal Maganlal Gandhi 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Shamrao Vishnu Parulekar 
6. Shri Radha Raman 
7. Shri Rameshwar Sahu 
8. Shri T. R. Neswi 
9. Shri Fkghubar Dayal Misra 

10. Shri T. Sanganna 
11. Shri Jaipal Singh 
12. Shri Yadav Narayan Jadhav 
13. Shri Shraddhakar Supakar 
14. Shri Amolakh Chand 
15. Shri Rohit Manushankar Dave 
16. Shg T. R. Deogirikar 
17. Shri Surendra Moharl Chose 
18. Shri Jaowant Singh 
19, Shri S. Venkataraman. 

Shri A. K. Chanda, Comptroller & Auditor General of India. 
Shri P. C. Padhi, Addl. Dp. Coinptrolltrr & Auditor General 

(Rcrilways) . 

Shri V. Subramenian, Deptctg Secretary. 

Shri M. C. Chawla, Under Secretmy. 



Ministry of Railways (Railway Board) 

Shri K. B. Mathur, Chairman (Railway Board) 
Shri J. Dayal, Fimncicrl Commissioner 
Shri Karnail Singh, Member (Engineering) 
Shri M. N. Chakravarti, Member (Stafi) 
Shri S. R. Kalyanaraman, Addl. Member (Commercial) 
Shri E. W. Isaacs, Addl. Member (Mechanical) 
Shri D. R. Kohli, AddE. Member (Works) 
Shri C. T. Venugopal, Director (Finance) 
Shri Qurban Singh, Director, Railway Stores. 

Ministry of Finance (Deptt. of Economic Afiairs) 
Shri A. G. Krishnan, Under Secretary. 

Avoidable expenditure on acquisition of lancLPara 20 of Audit 
Report, 1959. 

126. 575.48 acres of land were acquired by the ex-Gaikwar 
Baroda State Railway between April to June, 1949 for the construc- 
tion of lines from Bhaili to Bhardran and Sojitra to Dholka as a 
famine relief measure. On the merger of the State Railway with 
the ex-BB. & C.I. Railway the necessity of the project was reviewed 
afresh and the Ministry of Railways decided in July, 1949 that no 
further work should be undertaken. The question whether the 
land should be utilised for laying Railway lines or for the construc- 
tion of the roadways by the Bombay Government remained under 
correspondence from October, 1949 to February, 1953, when in the 
absence of any decision the Railway asked the State Government 
to notify the surrender of the land. The State Government, how- 
ever, stated that as the possession of the land had already been taken, 
land acquisition proceedings could not be abandoned but the return 
of the land could be negotiated with the land owners. 

127. At the time of merger, the ex-Baroda State Government had 
made over to the Central Government a sum of Rs. 112.7 lakhs in the 
form of reserve fund to be utilised for capital improvements, exten- 
sions and developments exclusively of the Baroda Railway system. 
Since there was a possibility that in view of this undertaking the cons- 
truction of the line might be resumed, the Railway Board ordered a 
further investigation of the trafac prospects of the project. It was 



finally decided in July, 1958, on the basis of trafac survey reports that 
the construction of the line was not justified. A joint survey by the 
Railway Administration and the State Government with a view to 
anding out the most practicable course for the relinquishment of 
che construction of a roadway. 

128. The representative of the Ministry of Railways admitted that 
there had been delays at  various stages in arriving a t  a final declsion 
but these delays were due to the persistent efforts made by the 
Government to explore the possibilities of providing some sort of 
a line of communication-either a railway line or a roadway in 
keeping with the wishes of the local people. The Ministry of Rail- 
ways made an all out effort during the period 1949 to 52 to persuade 
the Bombay Government for the construction of a road on the land 
which had already been acquired and over which a sum of Rs. 69,343 
had already been spent by the ex-State Railway Administration in 
connection with earthwork for the construction of a railway line. 

129. The Committee pointed out that construction of roads was 
not a function of the Railway Administration and they desired to 
know why after coming to the decision that no railway line was to 
be constructed on the site, they did not surrender the land leaving 
it to the discretion of the Bombay Government either to retain it for 
construction of road or return to the landowners. The witness 
admitted that such a course could have been taken but they retained 
the possession of the land in the hope that it would be utilised in 
the construction of a roadway. 

130. Explaining the reasons which led to the decision of the 
Railway Board to order a traffic survey in 1954, the representative 
of the Ministry observed that as a result of questions raised in 
Parliament and various representations received from time to time, 
the question of utilisation of the fund handed over by the ex-State 
Government to the Central Government was taken up with the 
Ministry of States, who were of the opinion that the money should 
as far as possible be spent on the project provided it was otherwise 
found justifiable and was a sound investment. I t  was for that 
reason that a detailed survey of the project was ordered by the 
Railway Board in 1954. However. he admitted. that there was some 
delay in the completion of the survey. I t  had since been decided 
to relinquish the possession of the land and return it to the land- 
owners with suitable compensation. 



The ;Crrmmltm desired to know as to how the sum of Hs. 112.7 
lakhs given by the State Government wm being utilised by the Rail- 
ways Board. The Financial Commissioner promisled to furnish the 
information to the Committee. 
West em Railway-P.rematu?.e const ructton of a locomotive ah&- 

Para 21 of Rudit Report. 
181. A diesel locomotive shed was constructed at Radhanpur 

during 1855 and equipped with storage tanks etc. at a total cost ob 
Rs. 3,37,255. Originally the idea was to import 45 diesel locomotives 
for the Palanpur-Gandhidham section and it was accordingly plan, 
ned that 40 locomotives would be housed in the shed constructed 
at Gandhidharn and the remaining 5 at Radhanpur. Actually, how- 
ever, only 20 locomotives were imported. I t  was pointed out in the 
Audit Report that the Ministry of Railways had advised the Railway 
Administration in October, 1952 and reaffirmed again in 1954 that 
only 20 diesel locomotives were being ordered in the first instance 
and that further orders would be placed only after those locomotives 
were proved satisfactory in service. Although some of the equip- 
ment and storage tanks had since been transferred to other sheds 
the shed remained unutilised so far. 

132. In extenuation the representative of the Ministry of Railways 
stated that the decision to construct the shed was taken by  he 
General Manager in 1954. Although the Ministry of Railways had 
intormed the Railway Administration of their decision to import 
only 20 locomotives in the first instance, nevertheless it was not the 
intention to stop the purchase of more locomotives. In fact the 
Railways required these engines in greater numbers; but owing to 
the difficult foreign exchange position they could not proceed with 
their plans. It was admitted that there was an error of judgment 
on the part of the G. M. in this case. With regard to fhe utilisation 
of the shed, the Committee were informed that during the Third 
Plan- period it would be possible for the Railways to procure more 
diesel locomotives and utilise the shed. In the meantime, whatever 
assets could be reclaimed were being transferred to other places. 
Auoid&le expenditure on Railway freight-pora 22 of Audit Report. 

133. The D.G., I.S.D. entered into a contract wtih a German A n n  
for the supply of 4465 tons of mild steel plates for the Railways. 
According to the information furnished by the Deputy Director of 
Reilway Stores attached to the omce of the Iron and Steel Controller, 
Calcutta, 332 tons of the material was required at Bombay, for fasue 
to manufacturers there. Despite this information the Mfnistry of 
Railways cabled to the D.G., I.S.D. on 30th September, 1957 to ship 



the entire quantity to the Calcutta Port, aa the Iron and Steel Con- 
troller was nominated as the consignee for the material. Later on, 
the Ministry of Railways with the concurrence of the Ministry of 
Steel, Mines and Fuel revised their instruction and directed the 
supplying firm through an ordinary letter to despatch part of the 
quantity to Bombay instead of Calcutta. The revised instructions 
reached the firm on 4th November, 1957 after the shipment had been 
effected on the same date. Consequently the steel plates had to be 
retransported from Calcutta to Bombay resulting in an avoidable 
expenditure of Rs. 29,571 on railway freight. 

134. The representative of the Ministry of Railways explained 
that in this case the purchase of the mild steel plates (an unidenti- 
fiable item) was arranged by the Railway Purchase Mission, which 
went abroad on behalf of the Iron and Steel Controller and thus 
the Railways had acted simply as agents of the Ministry of Iron and 
Steel. At a meeting held with the ofkers of the Department of Iron 
and Steel on the 18th September, 1957 it was decided that the Con- 
troller of Iron and Steel, Calcutta would be the consignee for these 
stores and that the plates might accordingly be directed to Calcutta. 
The cable issued by the Ministry on the 30th September, 1957 to 
the suppliers was in accordance with the decisions reached at this 
meeting. Subsequently, however, they discovered that it would be 
cheaper if a certain quantity of these plates could be diverted to 
Bombay. After obtaining the approval of the Controller of Iron 
and Steel revised instructions were issued to the suppliers on the 
28th, 29th and 30th of October, 1957. While in the case of two 
other firms involving consqnments worth 597 tons the diversion from 
Calcutta to Bombay was effected, it was not possible in the case of 
the German firm as the shipments had been made before the instruc- 
tions could reach it. The witness admitted that it would have been 
prudent on the part of the Railways to have sent the revised instruc- 
tions through a cable instead of an ordinary letter. The Comptroller 
and Auditor General brought to the notice of the Committee that 
the Iron and Steel Controller had agreed on the 8th October, 1957 
to the diversion of the stores to Bombay but the Railway Mhistzy 
fmed revised instructions only after 20 days and that too thnwgh 
an ordinary letter. The repnsentative of the Ministry of Railwayr 
admitted that there had been delay in the handling at thir c.se. 
Central Railway-Extra Expenditure due to error i n  the indent- 

Para 24 of Audit Repmt.  
1M. The Audit p a n  disclorod that due to an error on the part 

of &reg ckpot, bevvy and mcdiurn axle oil was Weutd  tn wan- 
tftks mu& ka thm thc ~cquircments. The mistake was also nat 



detected in the office of the Controller of Stores where under the 
rules the annual requirements were to be checked on the basic of 
aciual consumption in the previous years. The error came to light 
only when the supplies were found inadequate to meet the demand. 
Thereafter ad hoc demands had to be placed on the D.G.S. & D. and 
the oil purchased at higher rates resulting in an extra-expenditure 
of Hs. 1,10,787. 

136. The representative of the Ministry of Railways informed the 
Committee that suitable disciplinary action was being taken botl 
against the o f f i c ~ s  of the Depot wno made the initial mistakes as 
well as the staff of the Controller of Stores for having failed to 
carry out the prescribed checks. 

Eastern Raiiway-Deterioration of woollen cloth owing to defective 
storekeeping-Para 25 of Audit Report. 

138. Verification of stock in a Store Depot during 1955-56 revealed 
that 10,514 yards of woollen cloth had been damaged by moth. In 
making garments out of this cloth the estimated loss representing 
the value of extra lengtns required over the standard scale would 
be Rs. 27,405. A Uepartmental Enquiry Committee appointed to 
enquire into this case submitted its report in April, 1957. 

The representative of the Ministry of Railways informed the 
Committee that the Railway Board were neither satisfied wilh the 
findings of the enquiry Committee nor did they accept the recor.. 
mendations of the General Manager thereon. The case had, there- 
fore, been returned for review in June, 1959. 

Western Railway-Loss due to supply of defective sleepers-para 
26 of Audit Report. 

139. On a report from the Special Police Establishment that 
certain irregularities had occurred in the execution of two contracts 
for the supply of wooden sleepers, an inspection of about 67 per 
cent of the sleepers on hand and a number of sleepers put on the 
track was carried out. It was found that a number of sleepers were 
below specifications. While some sleepers bore marks of rejection 
others had no marks at all. The matter was reported to be under 
investigation by the Special Police Establishment. 

140. The representative of the Ministry of Railways informed 
the Committee that pending investigation of the case by the Special 
Police, the Ministry had been prevented from taking departmental 



action against the ofacers who were responsible for the inspection 
and acceptance of defective sleepers. The Committee enquired 
whether these ofacers were still carrying out the same duties or 
transferred to other appointments. The witness promised to furnish 
the information. The Committee were also anxious to know whe- 
ther any of the defective sleepers which could be unsafe were still 
on the track. It was explained that regardiess of a sleeper having 
Deen inspected at  the time of receipt, before p~itting it on the track 
the Permanent Way Inspector always ensured that it was fit  in all 
respects. The permanent way inspector was more corcerned with 
the safety of the track than the officers who inspected the supplies 
and it was not unusual that a passed sleeper was considered un- 
usable because certain defects were eiiher overlooked or occurred 
subsequently in transit. In other cases depending on the stock posi- 
tion the permanent way inspector might even use an un-passed 
sleeper which could be utilised without any risk. 

Eastern Railway-Extra expenditure on unskilled casual labour- 
para 27 of Audit Report. 

141. In a notification issued on the 27th December, 1954 the Cov- 
ernment of India reduced the minimum rate of wages payable to 
daily rated labour employed on road construction, building opera- 
tions etc. in Bihar and some other States from Rs. 1-12-0 to Rs. 1-8-0 
per day. The Ministry of Railways endorsed this notification to the 
General Manager on the 12th May, 1955 and the latter forwarded it 
to the Divisional Superintendent, Asansol on 2nd December, 1955, 
who in turn circulated it to the subordinate engineering ofikes ir. 
January, 1956. Despite these orders four offices continued to make 
payment at the higher rates upto June, 1956 when it was questioned 
by Audit. Three of them continued to make payment at higher 
rates upto March 1957, which resulted in extra expenditure. 

142. In extenuation the representative of the Ministry of Rail- 
ways stated that the minimum wage was not necessarily the wage 
payable to labour. In certain cases payments had to be made at ttle 
prevalent market rates depending on the demand and supply of 
labour. The extra expenditure incurred by the Administration on 
this account should not therefore be considered as an overpayment. 

143. As regards the delay that had taken place at e v e v  stage 
in circulating the Government orders, the witness explained that ?he 
Gazette notification was a lengthy one and it did not come to notice 
in the &st instance that certain reductions had been ordered with 



regard to the minimum wages payable to camual Aabour in the db- 
tricta of B i b .  It was only after the notfAcatioa wae referred to 
the Adinistry of Railways by the Ministry of L a h r  and Emplay- 
ment in April, 1855 that necessary action was taken to cimlak It 
to the authorities concerned. The General Manager, Eastern Rail- 
way, was investigating the reasons for delay so far as his Railway 
Administration was concerned, with a view to fixing reaponsibillty 
in the matter. The repnsentative of the Ministry of Ralways elm 
assured the Committee that such mistakes would not m r  in 
future. 

Loss owing to delay in the payment of bills for the supply of elec- 
tricity-para 28 of Audit Report. 
144. The Companies supplying electricity to Railways generally 

allow their customers a cash rebate if bills are paid within a speci- 
fied period and levy a surcharge or forfeit the rebate if payments arc 
delayed beyond the stipulated period. The Audit para disclosed the 
losses inairred on different Railways owing to the delay in the 
payment of electricity bills. 

In extenuation the representative of the Ministry of Railways 
stated that most of the Railways had reported that due to organisa- 
tional changes it was not possible to fix individual responsibility for 
the delays. Instrudionr had been h u e d  to the Railways to the 
effect that the payment of bills should not be delayed beyond the 
due date on the plea of precheck and differences in the accounts 
could always be adjusted in subsequent bills. 

Central Railway-Nm-recovery of siding and demurragt? charges 
(ex-Nizam State Rai lway)  --para 29 of Audit Report .  
145. The Audit para disclosed that owing to the failure of the 

station st& to submit the periodical statements to the Chief Trans- 
portation Superintendent about the detention of wagons in the 
sidings, heavy amounts on account of siding and demurrage charges 
were outstanding against certain induotrial undertakings. In some 
cases the charges related to the period as far  back as November, 
1951. 

148. In atenuation the representative of the Ministry of Rail- 
w a y ~  stated that the thee  Collieries (Bhadrachallam, Bellampalli 
and Singarreni) in whose cases the outstanding amounts were the 
largest had contested the basis for the fixation of detention chargrr cur 
well rs the individual items of detention for which cldmr 
were prdmmd. According to an order issued by the Accountr 
Ikpnrtmtst in 1942 the conditions prescribed for the Singaren! 



and Bellampalli Collieries were-24 hours free time and demurrage 
charges at  the rate of Rs. 2-8 per day. Subsequently, general orders 
were issued in respect of all sidings reducing the free time from 24 
to 8 hours and raising the demurrage charges to Rs. 16 per day. The 
collieries, however, did not accept the revised terms. According to 
the legal opinion, since these collieries had entered into agreements 
with the ex-State Governments, it was not permissible for the 
Central Government up to the year 1960 to increase the rates with- 
out obtaining their consent. The charges had, therefore, to he 
recovered at the old rates viz. Rs. 2-8 per day after allowing 24 
hours free time from the collieries. The items of detention had also 
been settled through negotiations with the collieries and it was anti- 
cipated that there would be no difficulty in recovering the arnount~. 

The Co.mrnittee then adjourned to  meet again at 10.00 hours on 
the 24th July, 1959. 



Proceedings of the Eleventh Sitting of the Pub!ic Accounts Commit- 
tee held on Friday the 24th July, 1959 

147. The Committee sat from 10.00 to 13.00 hours. 

PRESENT 

Dr. P. Subbarayan--Chairman 

2. Shri T. Manaen 
3. Shri Maneklal Maganlal Gandhi 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Shamrao Vishnu Parulekar 
6. Shri T. R. Neswi 
7. Shri Raghubar Dayal Misra 
8. Shri T. Sanganna 
9. Shri Jaipal Singh 

10. Shri Yadav Narayan Jadhav 
11. Shri Shraddakar Supakar 
12. Shri Amolakh Chand 
13. Shri Rohit Manushankar Dave 
14. Shri T. R. Deogjrikar 
15. Shri Surendra Mohan Ghose 
16. Shri Jaswant Singh 
Shri S. Venkataraman. 

Shri A. K. Chanda, Comptroller and Auditor-General of 
India. 

Shri P.  C .  Padhi, Addt. Dy. Comptrotler and Auditor-General 
(Railways) . 

Shri V. Subramanim, Deputy Secretary. 

Shri M, C. Chawla, Undet  Secteta*. 



wITmss= 
Minktry of Railways (Railway Board) 

Shri K. B. Mathur, Chairman (Railway Board). 
Shri J. Dayal, Financial Commissioner. 
Shri Karnail Singh, Member (Engineering). 
Shri M. N. Chakravarti, Member (Staf). 
Shri S. R. Kalyanaraman, Addl. Member (Commercial). 
Shri E. W. Isaacs, Addl. Member (Mechanical). 
Shri D. R. Kohli, Addl. Member (Wmks).  
Shri C. T. Venugopal, Director (Finance). 

Ministry of Finance 
Shri Shiv Naub Singh, Joint Secretary. 

Central Railway-Non-recwery of siding and demurrage charges 
(ex-Nizam State Railways) -para 29 of Audit Report (Rail- 
ways), 1959. 

148. The Committee resumed further consideration of the audit 
para cited above. The representative of the Ministry of Railways 
stated that it would be possible to Analise the accounts and recover 
the outstanding amnunts on account of demurrage charges from the 
industrial undertakinqs within a period of six months. He al-o in- 
formed the Committee thqt two seniw Scde  Of!l~ers were further 
enquiring into the matter with a vjcw tq tixinq rewm6hilitv nf the 
ofl9cers concerned for non-recovery of the chqrges from the collieries 
in the past. 

149 The nudit mra  divlosed thqt on rnmt of the R d w w s .  the 
particulars of rent.: collected and remitted bv the State Govern- 
ments in rcwect of ra;lwnv lmds l e a 4  for mowinq food cmos 
were not beine linked reeularlv with the credit advices issued by 
the Accountants-General concerned. The records of lands leased to 
State Go\*crnments were not maintained vroper! y and rent recover- 
i e ~  on a number of Railways were in arrears. 

150. The representative of the Ministrv of Ra;ltvavs admitted that 
there had b e n  slackness in the n ~ s t  hut he added fhst the records 
were being brought UD-to-date. An Officer on Soecial Dutv had been 
ap~ointed in the R~i lwnv  Rcrnrd's office to follow ub the cases by 
personal l i~ i scm between the Railwavs and State Governments. The 
witness promised to furnish a note to the Committee after the matter 
was fhally settled. 



Loss an the working of departmental catering on Railwavs-Para b l  
of Audit Report (Railways), 1959. 

151. The Railway Board decided in July, 1955 to introduce de- 
partmental catering on all Railways on a 'no profit no loss' basis. 
Departmental catering was accordingly introduced on a limited scale 
at  certain Stations on the Northern, Central, Western and North- 
Eastern Itailways during the years 1955-56 and 1956-57. It already 
existed on the Southern and S.E. Railways. The Audit Report 
disclosed that the service was not running a t  a 'no profit no loss' basis 
as contemplated. The loss incurred on Ave Railways during the 
years 1955-56 to 1957-58 was approximately as under : 

Rs. 7,98,792 
Rs. 10,18,742 
Rs. 13,11,343. 

152. In extenuation the rcpresentntive of the Ministry of Rail- 
ways informed the  Committee that in May, 1958 an OfHcer on Special 
Duty had been deputed to enquire into the procedure for maintaining 
of accounts of departmental catering and to  examine the feasibility 
of reducing substantially, if not eliminating altogether, the l o m s  
being incurred on the service. The officer had recommended that 
the accounts of departmental catering should be maintained in a 
uniform manner so that comparisons between one Railway and an- 
~ t h e r  and between different periods could be possible. As regards 
elimination of losses the omcer had inter nlin suggested the follaw- 
ing measures: 

f i )  Tightening up of purchase arrangements; 
(ii) adoption of the principle of sale by vendors and waiters on 

a commission basis to the maximum extent possible: 
( i i j)  consumption of thc cheepest type of fuel; 
(iv) suitable modifications in the menu; and 
(v) tightening up of schec\ulr? of commodities. 

Suitable steps were being taken by the Ministry of Railways to 
implement the recommendations of the OfRcer on Special Duty. 
Certain recommendations of the Officer on Special Duty, which 
related to indiddual Railways had been passed on to the Railway 
Administration for necessary act Ion. 

153. Memben nioed rreveral points and quotsd inrtrncer vk,  
deterioration fn the quality of food, serving of rafredrmenta and 
meals to VIP@, Railway staff etc. at concessionaf rates, thefts of 



utensils, etc., and attributed them to the ine5dent work- d db 
partmental catering on Railways. The representative of the Minis- 
try stated that while every endeavour was being made to improve 
the position it was not possible to make any categorical commitment 
about the time that would be taken to eliminate the lossess in the 
working of the service completely. An important factor wm the 
males of pay for workers etc. which affected the working of the 
departmental catering to a great extent. As regards the quality of 
food the Committee's attention was drawn to the decision of Govern- 
ment to set up Catering Committees for every Station, where depart- 
mental catering had been introduced. 
Central Railway-Khandwa-Hingoli Railway Construction-Para 34 

of Audit Report. 

154. The metre gauge line of 187 miles from Khandwa to Hingoli 
was intended to provide a through route between the M.G. systems 
of North and South India. TrafBc surveys of the project were con- 
ducted by the ex-B.B. & C.I. and N.S. Railways in the years 1946 and 
1947 and an estimate of Rs. 6.77 crores (including provision of rolling 
stock) was prepared on their basis in 1952. The estimate was r e  
vised to Rs. 10.5 crores in 1954 due to increase in the rates of material 
and labour. In March, 1954, the Railway Board sanctioned the cons- 
truction of the line at a cost of Rs. 8.90 crores excluding provisions 
for rolling stock, as the line was being constructed mainly on opera- 
tional grounds. The construction commenced on the 17th March, 
1954. Subsequently, however. it was reported that owing to lapse 
of about seven years after the original survey was conducted, complete 
te-allocation of the lines involving deviation from the original align- 
ment at several places was necessary. It was also found that the 
technical details furnished earlier required drastic revision. The 
second revised abstract estimate amounting to Rs. 12.39 cmres was, 
therefore, submitted in May, 1957 which was sanctioned in July, 
1957. 

155. Explaining the reasons for the increase in the estimated cost 
of the project, which had almost been doubled, the representative 
of the Ministry of Railways stated that the increase was mainly due 
to (i) low rates adopted in the initial estimates, (ii) subsequent in- 
crease in the rates, and (iii) increase in quantities. It was explained 
that the drst estimate was prepared on the basis of the surve-ys con- 
ducted by the ex-B.B. & C.I. Railway which were not considered 
adequate. The Committee were also informed that although the 
construction of the line was considered an operatianal necessity, the 
work was held up due to non-availability of funds. It was now cr- 

that the project would be completed by the end of 1WQ 
1129(Ai) LS-B. 



Other w e s  of losses+ara 36 of Audit Report. 
156. The Committee enquired about the protective measures adop  

ted by the Adminktration to check the quantum of losses on the 
Railways due to thefts, especially by the Railway staff, of Railway 
Stores and fittings. It was pointed out that in certain cases the 
oome articles were being resold to the Railways by the suppliers. The 
Chairman, Railway Board admitted that the incidents of thefts from 
the coaches were fairly high. The Railway Police force had been 
strengthened and every effort was being made to check such cases. 
Railway staff who were found guilty were also being punished very 
severely. Railway Stores like fans, bulbs etc. were also being 
marked prominently to ensure that the same articles were not re- 
sold to them by the suppliers. The Chairman, Railway Board also 
promised to look into the cases of losses brought to his notice by 
the Members of the Committee. 
Excesses Over Voted Grants and Charged Appropriation-Pa 8 

and 9 of the Audit Report. 
157. In the year 1957-58 there were excesses over nine Voted 

Grants and three charged Appropriations as set forth in the state- 
ments at pages 6 and 7 of the Audit Report (Railways), 1959. In 
the explanatory notes giving the reasons for the excess expenditure 
for each item furnished by the Ministry of Railways, it was stated 
imter alicr that in pursuance of the principle enunciated by the P.A.C. 
in their Ninth Report (Second Lok Sabha) viz., that the Committee 
might take into account at the time of recommending the regularha- 
tion of excesses such of the mis-classifications in the accounts which 
either attract or avoid the necessity of regularisation of the expen- 
diture by Parliament, the amounts requiring Vote of Parliament 
should be amended as under: 

Excess Amount to be regularked 
by Vote of Parliament 

k fn the Audit After takin into 
Grants Report conaidem f on 

important mia- 
claaaificatio~r 

t 

4. Revenne -Working We--Adminittrotion 4664,785 44,66,228 
5. Revem+-Working Expenacs-Repain .rd 

M P i n t c ~ ~ n ~ e  3,89892,255 3,67,54,149 
7. Revenue-Working Bxpenm-operndan (Fuel) 4932,538 56804,858 
8. Revme--Working Expenses-Operation other 

than staff and fuel I133rS3,W 143,29,~88 
9. Revenue-Workfng -Mkallaneoua Erpauer. 24,00,827 1z,RS.a.4 

12. Revenue-Dividend payable to Gencrrl Revenues. 15,14.3?0 ts7IJp 
15. Conrtruction of New Lincr. xx,89r30~ I5,55,279 
14. Opcn Line Works-Additions. S,08,90,rJ13 5,og,1 5.374 
27. Open Line W ~ l r c M m u .  5 5,66,95,048 
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158. At the outset the Financial Commissioner (Railways) 

briefly described the salient features of budgeting and accounting d 
Stores on the Railways which had made estimation dif3cult. He 
stated that Railways operated on three important 'suspense heads' 
Oiz., 'Stores Suspense', 'Manufacture suspense' and 'Suspense-Mis- 
cellaneous Advances' which resulted in overlapping of Demands and 
hflation of Budget Estimates. Any excess or shortfall in expendi- 
ture was also greatly magnifieci. This system had made the estima- 
tion and control over expenditure difficult. He also stated that in 
the matter of provision of stores, Railways depended on several au- 
thorities like the D.G.S. & D. who were sometimes unable to give a 
precise forecast about the supplies. It was, however, hoped that 
with the introduction of a regular programme of reports and returns 
by the purchase organisations abroad In pursuance of the recom- 
mendation contained in para 5 of the 15th Report of P.A.C. the 
position would improve. If a similar procedure of furnishing regular 
forecasts of debits etc. could be adopted by the D.G.S. & D. in respect 
of stores procured indigenously it would go a long way in improving 
budgeting for purchase of stores. Thereafter the Financial Com- 
missioner explained the reasons for the specific excesses occurring 
under Grant Nos. 5, 8, 16 and 17. 

Grant No. 5-Revenue-Working Expenses-Repairs and Maante- 
u m e .  

159. The Financial Commissioner (Railways) stated that owing to 
considerable increase in the rolling stock, buildings and other assets 
the expenditure on repairs and maintenance had also risen. About 
Rs. 4.25 crores worth of additional general purpose stores were 
issued for repairs and maintenance which had already been paid for 
under Grant No. 16. He pointed out that but for the complication 
aeated by the 'Suspense Head' it would have been possible to assess 
the requirements of these stores and provision made in the estimates. 

The Committee desired to h o w  why the Railways were spending 
such huge amounts on repairs and maintenance of buildings and 
whether they could not prescribe a percentage for such expenditure 
In relation to the capital corts of buildings etc. as was done by the 
C.P.W.D. The C. & AG. pointed out that a similar suggestion had 
been made by him as early as 1956 and he was informed in March, 
1050 that the matter waa still under consideration by the Railway 
bard. The F.C. promised to consider the suggestion made by the 
Committee. 



Gmnt No. 8--Revent~e-Wwking Expenses ope~ation other thrrs 
stag and fuel. . 

160. The F.C. explained that the excess under this Demand was 
mainly due to additional payments made by the Railways in respect 
of compensation for goods lost or damaged, as a result of special 
drive instituted towards the close of the year to dispose of pending 
claims. Steps had now been taken to impress upon the spending 
authorities that while special drives were being instituted care 
should be taken that the expenditure did not exceed the provision 
made in the budget. 

Grant No. 16--Open line works-uclditions. 

161. The total provision under the Demand was of the order of 
Rs. 382 crores. It was .explained that the excess expenditure of 
about Rs. 5 crores under this Grant included an excess debit raised 
by the A.G.C.R. in respect of material to be received under the TCM 
programme which actually did not materialise. In case this debit 
was excluded the excess under the Demand would come to only 
Hs. 3-52 crores, a very small percentage. 

Grant No. l 7 4 p e n  line works-Replacements. 

162. This Demand included a major item of track renewals. The 
excess was mainly due to the issue of more material than anticipated 
from stocks. He, however, informed the Committee that the 
Accounts for the subsequent year viz. 1958-59 would show better 
results. 

Grant No. &-Revenue working expenses-Administration, 

163. Referring to a major item of expenditure under this Grant 
d z .  Rs. 24 lakhs on account of engagement of additional staff the 
Committee desired to know (i) the reasons for the appointment of 
staff towards the close of the year and (ii) the reasons for not ob- 
taining a Supplementary Grant to cover the expenditure which 
could have been foreseen. In extenuation the F.C. (Railways) stated 
that the underestimation occurred due to mis-posting of accounts 
and non-maintenance of the Liability Registers properly. This item 
of expenditure was not correctly posted by the Accounting staff in 
the Liability Registers and so it was overlooked at the time of sub- 
mission of initial estimates as well as Supplementary Demands. 
Suitable action was being taken against the delinquent officials. 

The Cmmittee then adjourned to  meet again ut 10.00 hours arr 
the 25th July, 1959. 



Rocesdinga of the 36th sitting of the Public Accounts Cammitteo 
held on Saturday, the 5th December, 1959. 

164. The Committee sat from 15.00 hours to 17.15 hours. 
PRESENT 

Shri Upendranath Barman--Chainnun. 

2. Shri Radha Raman 
3. Shri T. R. Neswi 
4. Shri Raghubar Dayal Misra 
5. Shri T. Sanganna 
6. Shri Shraddhakar Supakar 
7. Shri Amolakh Chand 
8. Shri Rohit Manushankar Dave 
9. Shri Surendra Mohan Chose 

10. Shri Jaswant Singh. 
Shri P. C. Padhi-Additional Deputy Comptrollw and 

Auditor-Gefteral (Railways) . 

Shri V. Subramanian, Deputy Secretary. 
Shri Y. P. Passi, Under Secretary. 

165. The Committee considered their draft Twenty-first Report 
on the Appropriation Accounts (Railways), 1957-58 and Audit 
Report (Railways), 1959 and approved Chapters I, I1 and 111 thereof 
with certain modifications here and there. The Committee decided 
to take up further consideration of the draft Report at 9.30 hours 
on Tuesday, the 8th December, 1959. 

The Committee then adjourned to meet again at 9.30 hours on 
Monday, the 7th December, 1959. 



Proceedings of the 39th sitting of the Public Accounts Commtttse held 
on Tuesday, the 8th December, 1958. 

166. The Committee sat from 09.30 hours to 11.10 hours. 

PRESENT 

Shri Upendranath Barman--Chairman. 

2. Shri Maneklal Maganlal Gandhi 
3. Pandit Jwala Prasad Jyotishi 
4. Shri Shamrao Vishnu Parulekar 
5. Shri Shraddhakar Supakar 
6. Shri Amolakh Chand 
7. Shri Rohit Manushankar Dave 
8. Shri T. R. Deogirikar 
9. Shri Surendra Mohan Ghose. 

Shri P. C. Padhi-Additional Deputy Comptrol2er and Audi- 
tor General (Railways). 

Shri V. Subramanian, Deputy Secretary. 
Shri Y. P. Passi, Under Secretary. 

167. The Committee considered further their draft Twenty-first 
Report on Appropriation Accounts (Railways), 1957-58 and Audit 
Report (Railways), 1959 and approved it with certain modifications 
here and there. 

168. The Committee authwised the Chairman to present the 
Report on their behalf to the Lok Sabha. 

169. The Committee also authorised Shri Surendra Mohan Ghose 
to present the Report to the Rajya Sabha. 

The Committee then adjourned to meet again at 15-00 hours on 
the s u m  day. 



Report of the SubCommittee of the Public Accounts 
Committee to investigate into the case referred to in 
para 14 of Audit Report (Railways), 1959-Loss due 

to short supply of Cast Iron Sleepers ordered on 
indigenous sleeper manufacturers against 

1955-56 programme. 



I 
INTRODUCTION 

170. I, the Chairman of the sub-Committee of the Public Accounts 
Committee, having been authorised by the sub-committee, present 
this Report on their behalf on the case referred to in para 14 of 
Audit Report (Railways), 195SLoss due to shurt supply of Cast 
Iron Sleepers ordered on indigenous sleeper manufacturers against 
1955-56 programme. 

171. At their sitting held on the 21st July, 1959, the Public Ac- 
counts Committee appointed a sub-committee consisting of the fol- 
lowing Members of the Committee to investigate into the afore- 
mentioned case: 

1. Shri Shraddhakar Supakar-Chairmn 
Members 

2. Shri Shamrao Vishnu Parulekar 
3. Shri Jaswant Singh 
4. Shri Arnolakh Chand 
5. Shri Surendra Mohan Ghose. 

172. The sub-committee called for further information from the  
Ministry of Railways (Railway Board) (Appendices XX and XXI) 
and held three sittings on the 14th (both forenoon and afternoon) 
and l5th September, 1959. At their sitting held on the afternoon of 
the 14th September, 1959, the sub-Committee examined the represen- 
tatives of the Ministry of Railways (Railway Board) on the further 
points arising from the material furnished to them. 

173. The sub-committee place on record then appreciation of the 
assistance given to them in the course of their examination of this 
case by the Additional Deputy Comptroller and Auditor-GencrJ 
(Railways). 

XI 
174. As a result of open tenders invited by the Ministry or R:iil- 

ways in April, 1955, nine orders were placed in May, 1955 with in&- 
genous sleeper manufacturers for the supply of 1,46,500 tons of Cast 
Iron sleepers by the 31st March, 1956. In terms of the contract agree- 
ments, the responsibility for arranging the raw materials rested on 
the contractors. With a view, however, to ensuring timely deli- 
veries, the Ministry of Commerce and Industry and the Iron and 
Steel Controller were requested by the Ministry of Railways to allot 
75 per cent of the raw material (pig iron) required by each contrac- 
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tor out of Tata off grade and the Iron and Steel Co. manganese Grade 
I11 pig iron reserved for the manufacture of C. I. Sleepers in 1955-56. 
The balance of 25% of the raw material and the melting losses were 
to be arranged by each contractor himself. This meant that each con- 
tractor was actually required to supply 4 tons of sleepers for every 
3 tons of raw material arranged by the Ministry of Railways. 

175. Off-grade pig iron was on free sale when the contracts \were 
finalised on the 27th May, 1955, meaning thereby that the contracton, 
.could obtain the pig iron against those contracts on the authorisation 
of the Iron and Steel Controller. On the 9th June, 1955, however, 
(12 days after the award of the contracts) the free sale.of off-grade 
pig iron was suspended under orders of the Government. 

The following table shows the performance of the 9 contractors 
on whom orders were placed for the supply of sleepers again* the 
1955-56 programme: 

S1. 
No, 

-- 
I - 
I. 
2. 
3. 
4. 
5 
6. 
7. 
8. 
9. - 

Con'- Quans y 
rac- of 
ors Slxpers 

ordxed 
(Tons) 

Quality of Quality of 
sleepers pig i r x ~  

srpl ied released 
(Tons) against 

75 70 
I q:lora 
: (Tonsj 

Contract Cancelled. 

Excess (+ ) or shor.faIl(-, 
in supply --- - - 

As Corn- 
pared to 

Qty. 
ordered 

(Col. 3-41 
(Tons) 

-.-.- 
7 ---.- 

( - )~ ,OW 
(- )3,@33 
(--)I .'300 
(.- )8,,94 
(-)5,821 
(. - )2,  $80 c- 883 
(---)5,616 . . 
----- - 

1(-)28,894 i (-1 71134 
(+I149364 -.--- 

'Against 375 tuns due on 75 % quota. 

176. It would appear from the above table that there was a general 
failure on the part of all the contractors to supply cast iron sleepers 
to the extent ordered. While two contractors (G. & H.), supplied 
more than the quantities of sleepers they were to supply according 
to the stipulated formula of 4 tons of C. I. sleepers for every 3 tons 
of raw material supplied to them, the others did not fulfil this condi- 
tion. The total supply actually received against all the contracts 
was only 1:18 lakh tons. Further orders were placed in January, 
1957 on two of the contractors (D. & E.) for the supply of sleepers, 
manufactured with their ctwn materials, at rates which were Rs. 240 



per ton higher on an average than the rates agreed to in 1955 in res- 
pect of the 1955-56 orders. On the basis of this difference in price, 
there would have been a saving of about Rs. 12.74 lakhs to the Gov- 
ernment had the contractom supplied the quantity of sleepera at the 
rate of 4 tons of sleepers for every 3 tons of pig iron arranged by the 
Ministry of Railways against the 1955-56 orders. 

177. In the course of evidence before the Committee (on 21st July, 
1959) the representative of the Ministry of Railways explained the 
background of orders placed on these contractors. Soon after the 
receipt of the tenders, the Railway Administrations concerned were 
asked to ascertain the working capacity of these firms. Contractor 
'A', who was found incapable of manufacturing sleepers, requested of 
his own accord for cancellation of the contract. Since no formal 
agreement had been entered into and no raw material supplied to him, 
the order placed on that contractor was cancelled and the earnest 
money was also refunded. 

178. Contractor 'B', who had some previous experience in this line, 
was asked to deposit security money and enter into a formal agree- 
ment. He signed the agreement and deposited the security money 
in respect of the contract for 1,500 tons only for Northern Railway; 
but he did not deposit the security nor execute the agreement in 
respect of the other contract for 1,500 tons with the North Eastern 
Railway. The contractor asked for extension of delivery period in 
respect of the Northern Railway contract, but subsequently applied 
for the cancellation of the contract on the ground of labour trouble in 
his works. Meanwhile he received 735 tons of pig iron in free sale 
on the authority of the Iron and Steel Controller at controlled rates. 
The earnest money of Rs. 5,000 deposited by this contractor was 
forfeited. 

179. Contractor 'C' received 635 tons of pig iron from the Iron 
and Steel Controller including a certain quantity out of free sale but 
did not supply any sleepers. The security deposit of Rs. 10,000 from 
the Contractor was still lying with the Railway Administration and 
action to be taken against the contractor was still under considera- 
tion of the Railway Board. 

180. From a note (Appendix XX) furnished by the Ministry of 
Railways (Railway Board), the subcommittee observed that although 
the orders for the manufacture of sleepers had been placed on the 
firms on the 27th May, 1955, some of the Railway Administrations did 
not have the agreements executed, while some others took more than 
a year to do so. The sub-Committee fail to understand why the 
Railway Board or the Railway Administrations could not take timely 
action to execute formal agreements with the Contractors and in any 



case before releasing raw material to them. The failure of the Rail- 
way Administrations to finalise formal agreements placed them in an 
embarrassing position. Thus when contractor 'B', even after receiv- 
ing 735 tons of pig iron, did not supply the sleepers, in the absence of 
a formal contract the Railway Administratian has not been 
able to decide over a period of four years what steps could 
be taken against the contractor. The sub-committee are of the view 
that the forfeiture of the security deposit of Rs. 10,000 would not 
rrdequately meet the needs of the case. 

181. The sub-Comrmttee also enquired whether in addition to the 
forfeiture of the securities of the contractors, any other penalty 
could be imposed on contractors 'B' and 'C' for obtaining the raw 
material at controlled rates either in the free sale or against the 
reserved quota for manufacturing sleepers and thereafter utilising 
the same for other purposes. 

182. In evidence, it was stated that contractor 'B' had procured pig 
iron from free sale even before the order for manufacture of sleepers 
was placed on him. Later, the Iron and Steel Controller adjusted 
this material against the quota of 75% which the contractor was to 
receive for manufacturing sleepers. But for the order for the 
manufacture of sleepers subsequently placed on the contractor, he 
could have utilised the pig iron for whatever purpose he liked. I t  
was, therefore, urged by the Ministry that no extra penalty could be 
imposed on the contractor for utilising the raw material for purposes 
other than the manufacture of Railway sleepers. The sub-corn- 
mittee find it difficult to accept this explanation. They observe 
from the correspondence between the Ministries of Railways, the Iron 
and Steel Controller and the contractors that pig iron acquired by 
various firms since 1st April, 1955 from free sale stock against 1954-55 
or earlier oEders and taken over after 1st April, 1955 in 1955-56 was 
adjusted against the supply of pig iron for manufacturing cast iron 
sleepers against the 1955-56 contract. In the face of this stipulation, 
the contention of the Railway Board is untenable. The sub-Com- 
mittee, therefore, feel that mere forfeiture of earnest money depo- 
sited by contractor 'B' would be too inadequate a penalty in the dr- 
cumstnces of the case. 

183. As regards contractor 'C' who had obtained 635 tons of pig 
iron against the reserved quota for manufacture of C. I. Sleepers, the 
sub-committee were informed that the Iron and Steel Controller 
who was consulted by the Railway Board had expressed an opinion 
that since no condition was imposed by him at the time of allotting 
pig iron to the firms that it should be used for making Railway 
sleepers only, he could not suggest any penalty under the Iron and 
Steel Control Order. The Railway Board, could, however, take ac- 
tion against the contractor on the basis of the contract agreement vb., 



debarring him from all future contracts, blacklisting etc. The sub 
Committee are surprised to learn this. As stated above, it was the 
stipulation made by the Iron and Steel Controller that pig iron s u p  
plied after 1st April 1955, including the quantity relating to earlier 
orders, .was to be treated as supplies against the 75% quota agreed 
to in respect of the 1955-56 order. If so, it is not clear to the sub- 
committee how he is reported to say that no condition was attached 
to the supply of pig iron made in 1955-56. FFom the material made 
available to the sub-committee, they observe that these (B. & C.) 
were the only two contractors who did not supply any sleepers and 
had apparently made use of the pig iron for unauthorised purposes. 

184. The sub-committee suggest that the Railway Board, in consztl- 
tation with the Ministries of Steel, Mines and Fuel, Law, etc. should 
devise suitable measures to safeguard against such contingender 
arising in future. Strict instructions should be issued to the Rail- 
way Administration impressing upon them the importance of execu- 
ting formal agreements with private firms before the commencement 
of the works and supply of the material to the contractors as stipu- 
lated in the contract. Even in cases where a work i s  to be started 
on emergenc3 basis adequate precautions should be taken to ensure 
that any material supplied to the contractor i s  properly utilised by 
him towards the fulfilment of the contract. 

185. Even assuming that no penalty could be imposed under the 
Iron and Steel Control Order. it is evident that the contractors have 
failed to fulfil the contracts. The sub-Committee see no reason why 
the Railway Board cannot woceed against them f o ~  breach of con- 
tracts and claim suitable damages. 

186. With regard to contractors 'D, E, & F' who did not supply 
C. I. sleepers in full on the basis of 4 tons of sleepers for every 3 tons 
of pig iron made available to them, the sub-committee understand 
that the Ministry of Law to whom the case was referred in February, 
1959 were of the opinion that according to the force maieure clause 
of the agreement, the contractors could not be held liable for any 
shortfall in the supplies attributable to the stoppage or hindrance in 
the supply of raw materials. They also consider that the contractors 
could not be called upon to supply 4 tons of sleepers for every 3 tom 
of pig iron arranged by Government because there was no such p n  
vision in the formal agreements. The sub-committee enquired the 
reasons for this omission In a note (Appendix XXI) furnished by 
the Ministry, it has been urged in extenuation that in the tender 
notice as well as in the letter addressed to the Iron and Steel Con- 
troller regarding supply of pig iron to the firms, a copy of which was 
endorsed to the f h u ,  it was made clear that pig iron to the extent of 
75% of the contracted quantity would be made available by Govern- 



rnent and the balance will be arranged by the contractors themselveo. 
It was, therefore, considered that the contract agreements covered 
the position as notified to the parties concerned. The sub-committee 
are, however, not satisfied with this explanation. In their opinion it 
was a serious omission which requires further examination by the 
Ministry. 

187. The subcommittee observe that several representations were 
made by the contractors to the Ministry of Railways regarding the 
diiliculties experienced by them in the procurement of raw material 
and the abnormal rise in prices of iron scrap as a result of the ban 
imposed by Government on the free-sale of pig iron in June, 1955. 
Apparently neither the Railway Administration nor the Railway 
Board investigated the position alleged by the contractors to ascer- 
tain whether the supply position of iron scrap in the market had 
really undergone a substantial change consequent on the imposition 
of the ban by Government on the free sale of off-grade pig iron. To a 
pointed question asked by the sub-committee whether the Ministry 
of Railways had any information of the free market price of pig iron 
and iron scrap both before the imposition of the ban and thereafter 
no satisfactory reply was forthcoming. The sub-committee, there- 
fore, are not fully convinced that the imposition of the ban on free 
sale of off-grade pig iron by Government had created such an acute 
shortage of the material as had been alleged by the contractors. The 
fact that certain contractors had actually supplied the sleepers in 
full quantity and the defaulting ones had asked for extensions of 
the delivery periods from time to time lead the sub-committee to 
apprehend that stocks were kept back with a view to taking advan- 
tage of the increase in price of scrap. A timely enquiry by the 
Government would have revealed the real situation. It is also rele- 
vant to point out here that contractors 'D', 'E' and 'F' had asked for 
extensions of delivery periods to enable them to make full supplies 
but this was not agreed to. Instead fresh contracts were awarded to 
'D' and 'E'. According to these contracts, the contractors were to 
manufacture sleepers from their own material at rates which were 
on an average Rs. 240 per ton higher than the 1955 contracts. In the 
mb-Committee's opinion this confirms their above apprehension. The 
plea of scarcity of iron scrap was, therefwe, not genuine. It is unfor- 
tunate that the Railway Board did not assess the sitwtiun cmect ly  
and further thut they refwed to grant extensbn of time applied for 
by the contractors in respect of old conltaetn. 

28th October, lIM9. C!haIrm<m, 
Kmtika 6,1881 (St4r.a) . Sub-Committee of Public Accounfr 

Committee. 



APPENDIX I 

Stammmt showing action raken or proposed to bt raken on rht. prmicw recommendarions of the Riblic Ac~ounts Comtmomrmttee 
(Railway Accounrs) 

- -- -- 

Serial Reference hiinistry1 Particulars of the itcm Rtmarks of hiinistry Comments of the Corn 
No. to para No. Dcparrmcnt mittee 

of Report concerned 

-- 

Seventeenth Report (First Lok Sabha) 
r 5(XVII) Railways An early decision should be arrived 

Int roduc- at in the matter of action to be 
tion. Finance taken when expcnciiture had 

been incurred without the sanc- 
tion of the competent authority 
and ex-post-fafro sanction 
thereof waq refused by the 
Ministry of Finance or the 
Finance Branch of the Railway 
hard ' s  Office, as the case may 
be, as suggested by the corn- 
mittee in para 5 of their Thir- 
teenth Report (I 954-55). 

The procedure in this The matter is under 
mattcr is being evolved consideration of t h  
by the hlinistry of Committee separa- 
Finance [Appendix tely. 
XXII of Vol. I1 
of Fourth Rcport (2nd 
Lok Sabha)]. 

A note has been submit- 
ted by the Ministry of 
Finance. 



2 8(XVII) Railways Proper vigilance on the use of This recommendation is The matter is under 
savings for the commencement linked up with the consideration of the 
of any new work not contcm- general question raised Committee scparatdy. 
plated in the original budget in para 10 of the 13th 
should be exercised. Rcport of the Cum- 

mittee which is under 
consideration by the 
Ministty of Finance in 
consulattion with the 
other Ministries and 
the Railway Ministry 
would await the deci- 
sion. [See Appcndix 
XXII of Vol. I1 of Iv 
Report (2nd Lok 
Sabha)] 

3 6 a V I I )  Railways The Committee would draw the 
attention of the Railway Board 
to the recnmmmdations made 
by the Railway Gmvention Gbm- 
mittee of 1954 in para 25(B) 
of their Rppon and emphasise 
that the Railway Board should 
urgently look into the matter of 
assessment nf rent in reprd 
to the class I11 and class IV staff 
quarters and thus ensure that a 
fair return of rent commensurate 

The action on this re- Funher developmxnts 
commendation has been may be awaited. 
held over pending re- 
ceipt of the Rt port of 
the Pay Commission 
which is in session. It 
has becn considcrcd 
inadvisable on the eve 
of pnssible fresh policy 
decision to alter lnng- 
standing concessions 
enjoyed by railway 



ntth the capital cost is obtafned servants as part of their 
on all residential buildings. conditions of service. 

4 8 1 0  ~~ The implications arising from the The oro~osed amend- The Committee do not 
r remmmmdations made by the me& io the Payment 

b u r  Cammittee in the matter of 
amendment of the Payment of 
Wages An to ensure the. r e m  
very of traffic debits from the 
station staff should be carefully 
examined at an intu-Ministerial 
meet in# and the matter expdited. 
In the meantime, the Committee 
shnuld like to know the extent 
of improvement effected in the 
remvery ofoutstandings of traffic 
debits since the Committee last 
examined this matter. 

of Wages Act are 
still under mnsideration 
of the Ministry of 
Labour and Employ- 
mmt In consultation 
with the Ministry of 
Railways. The Minis- 
try of Labur on 9-6-59 
have aqked what precise 
amendments are requir-3 
edfor the purpose of 
the Ministry of Rail- 
w w -  - ,ommmrs of the P.A.C. (1958-59) It is regretted that 

I qainrt S. No. I r of the Srate- the position in regard 
mmr at Appr. I to 15th Report: to the amount of nut- 

standinn traffic debits 
The Committee may be apprised ha.. dct&orated some- 

PS to when Govr. prnpwe tn in- what. Necessary instru- ' 
rroduce a Rill to amend the Pay- d o n s  have, therefore, The Cmnmittee m y  
mrnt of Wages Act, I 936. The r1.m issued to the be awnsed of funher 
Mhistry of Railwsw m7y state General Managers of developments. 
the improvements effected in the 

appreciate the state- 
ment now made by the 
Ministry of Railway 
that the delay in 
amending the P a p  
mmt of Wages Act 
had not prevented the , 

recovery d admitted - 
debits f m  the station 
tr~ffic staff to any sig- 
nificant extent, as the 
whole question arose 
out of the plea put- 
forth earlier by the 
Ministry of Railways 
that Wag- the Act Payment stnnd of in 

the way of quick re- 
covery of these out- 
standings. ' 



recovery of outstandings of the Railway Adminn- 
t r d c  dckito. trations to tighten 

mcasures to effect the 
expeditious recovcry of 
traffic debits. 

Detdcd Memxanda at 
Appendix XXII. 

Fourth Report (Second Lok Sabha) 

5 5 
(Int to- 
duction) 

Railways The inegulariries nnd financial See remarks egalnst - - lnsscs referred to in paras 40 Serial No. 12. 
W.H.& S. m d  70 of thc Report disclose 

laxity in the administration of 
Purchasing Organisations ab- 
mad. A tightcning up of the 
oxganisation and exctcise of 
gxeater v;gilmce over all pur- 
chases of stores are vely 
necessary at this juncture. 

Comments of the Cornmitree against 
Stri~l No. 12, Appendix I, 
Pifremth Rcgorc: 

The Committee defer considera- 
tion of this matter till such 
time they next examine the 
Railway Accounts. 



6 228ta3 Ru'lw~ytl The C -rmm;ttee arc surprked to 
f i ~ t r d  Standards ob;crvc that the safcty mxgin of 
O'%CX . 1-25 tons fLx filt:,khi 1:s which 

v m  usually dlowcJ in wwkn 
coaches was  lot prmidcd in the 
case of t11i.s~ metal coachcs. I r  is 
regreitable that an expert Or- 
ga 11sation like thc Qntral 
Standards Oflice should have 
commirted such a setious error 
in a m.ltrcr which ultimatcly 
involvef thc safcty of thousmds 
of r d w y  pmengers. The 
Commiitce sugpx  that an in- 
vcstigdrion shoulcl be made into 
this case and responsibiliiy 
fixed. 

7 2627 Railw~ys The Committee regret to obscrve 
that in thii c'v,e, f.iilurc' to take 
thc or,iinary prec~iil ;on of 
sct.li:~p t l~c  il.rm\ \v;!Il the Col- 
liery, before co~lstruaion of t he 
si ling had rcsul cd iu an un- 
mi fdcclry si:uat ion. T h y  
wo~11J urge that thc mmcr diould 
bc i lvt.stiga*cd and rcsponsi- 
bi'ity f i x d  for this omi.;.;;on, 
ard fiv the inor~iiuacc d&y in 
settlcmcnt. They would also 
likc to be iriformed of the action 

In punuance of Railway 
B bard's Memorandum 
appear'ng as Appmdix 
XVII ofthe 15th Repott 
of Pubic Accounts 
Comm~ttee-Vd. I1 
(Second Lok Sabha) a 
high level team of offi- 
cers have examined this 
case. Their Prelimi- 
narj Repon is being 
amplified on cenain 
l i lm as a result of dis- 
cussion with Audit. 

As desired by thc Commit- 
tee, the matter has bcen 
exam'ncd further. As 
the full mount  of 
13s. gq,ooo b s e d  on 
r c v i d  calcul )tior has 
siricc bcen paid by the 
firm muas thtrewas 
nodel iberateneglect or 
oversight on t hc part of 
the Railway Adminis- 
tration as such, the 
Mitdsrry of Railways 

The result of the in- 
vestigation by the 
High Level Team of 
Officers appointed to 
examine the case may 
be intimated to the 
Comrni1te ' 

In the opi-ion of the 
Commiytee there was 
no jus-&a-ion for 
the sding down of 
si&g charges to be 
recovered from the 
film on the basis of 
its output of coal. 



that is being taken by the Minis- submit that it is not 
tiy to effect recwery of Rs. necessary to proceed 
146,630 from the Colliery. funhel with the ques- 

tion of fixing responsi- 
bility. 

The Clm-nittee expect that the Detailed Memorandum is 
chan?? over to u~iform rates at Appendix XXIII. 
for s~ding charges w ~ l d  be 
completed by the end of June, 
1958 by which time they hope 
to take up examination of the 
next Railway Accounts. 

~~n of the Commirree (1958- 
59) S. No. 19, Appendix I, q t h  

The result of investigation in the 
matter of fixing respqnsibility 
for the omission to settle terms 
b~fore construction of the siding 
might be communicated to the 
Cmmittee. 

The Committee desire that the As a result of continued In respect of ex-Maha- 
Railway Board should examine special efforts, the Wes- raja's.sidings which are 
the fwibility of taking over as- mn Railway has re- to  be mainwed .by 

m 





9 47 Railways ' The  Committee would like to be 
apprised o f t  he settlcrner~t of the 
case mentioned in para 21 of the 
Audit Report, in due course. 

Contrnmrs ~f the Commirtrt! (1958- 
59)  S. No. 26, Afpcndix I ,  rylr 
~ c p o r r  . 

T h e  result of the corrcapondence 
with the And hra Government 
regarding scrtlcment of nut- 
standinns may be communicated 
to the Committee. 

Althouch, under Section 
gr of the States Reor- 
pnisat ion Act, the An- 
dhra Pntdcsh being the 
principal successor 
Gnvt . iq to bear the en- 
tire liahilitv in this case 
in the first instance, in 
view of the fact that 
this is a long pending 
matter and the assets 
of the Road Transport 
Dcptt. have already 
bccn pllysicdly divided 
amnnr, the three 
sucrcssor States of 
Andhra Pradesh, My- 
sore and Romhar, the 
Andhra Pradesh Govt. 
suzcested that the Mi- 
nistnr of Railway might 
recover the share of 
lishilitv attributable t o  
the Ronibav and My- 
sore States direct from 
those Govts. In reeard 
to  thc share of liability 
pavah'c hv the Andhra 
Pradcxh Govt. thernsel- 
vcs. thev have offered 
to  l~quidate the same 

The  Committee may be 
informed of the result 
of correspondence with 
the Mysore and Bom- 
bay Govts. and the pro- 
gress made in the re- 
c o w  of the outstand- 
ing amounts. In the 
opinion of the Com- 
minee the settle 
ment of thjs case has 
been unduly delayed 



in ro equal instalmcntu. 
The  Ministry of Rail- 
wws have acceoted this 
proposal. The  total 
amount due to be re- 
covered, including in- 
terest charges upto 
1973-<9 computed in 
consultation with the 
hlinistry of Finance, 
have been advised to 
the Andhra Pradesh 
Government, with the 
request that the first 
instalment of the shsre 
pnvaldc by than  may 
be paid in 1979-60 and 
the consent of the Bom- 
bay and hlvsorc Govts. 
to p ~ v  the share attri- 
hu!ahle to them direct- 
ly to the Railwav De-: 
pnrtmcnt obtained and 
cnmmunicnted to the 
Railwav hfinistry, so 
that nccessnrv debits 
rtrlninst those State Go- 
vernments may also be 
raised. 

10 68 RalIwap . T h e  Committee see no reason to Earlier A ' m  from rlre Afi- 
change their prcvinus conclu- ' rtisrr-\* c,f Rcrilrrnys (Rail- 
rions h this case (purchase of way Borlrd)ar Appendix 



the Barsi Light Railway). The XXIII to 15th Repmt, 
Committee observe that in this Vol. 11- 
case either proper thought was 
not given ro this matter before The recommendation of No commcnto. 
the date of expiry of the date thecommittee has been 
for giving notice to the com- noted in the Ministry 
pany and the failure to do so of Railways. 
was noticed late or the right of 
the Railway Board to put in a 
claim was overlooked. 

Comments of the Committee (1958- 
59) S. NO. 28-Appendix I, 15th 
Report. 

The Committee are not satisfied 
with the explanation. They 
trust that such cases will not 
recur in future. 

Fifteenth Report (Second Lok Sabha) 

I I 8 Roilways - The absence of standard rates of The recommendation of No comments. 
(In-.) siding charges had resulted in the Committee has been 

endless disputes w th the Sid- noted. 
ing Owners and consequent de- 
lay in recovery and loss. 

12 9 W.H. & S. . Government should take urghlr (a)The procedure for The Committee would 
(It* steps to review the procedure purchase of stores both like to watch the effects 
d d m )  for purchase of rtorcs both in m In& end from ah- of the revisad p r o c t d ~  



India and from abroad in the road is constantly under for the purchase of 
IiqV of their past experience and review with a view to stores adopted by I.S. 
tie up the loose ends. tyinq UD loose end on M., Washington with 

the bmis of day to day effect fmm 18th No- 
experi-ce as a?d when vember, 1959. 
a varticular case dis- 
closes any lacuna in the 
procedure, or any omis- 
sion on the part of the 
Purchase Organisation, 
which might have been 
avoided. Currently 
also the rules of pro- 
cedure of purchase of 
the ISM are under re- 
vision in consultation 
with Ministry of Fi- 
nance and the Audit 
authorities. ' 

(6) A note has also been 
submitted in this con- 
nection communicat- 
ing the results of a re- 
a n t  review undertaken 
on the basis of an ear- 
lier recommendation of 
the Public Accounts 
Committee which has 
been reproduced at Ap- 
pendix XIV (Vol. 11) 
of the 15th Report. 



1) 4 Railwaye' The cases in which the Ministry 
of Railways obtained Supple- 
mentary Grants from Parlia- 
ment during tlic ycars 1955-56 
and 1956-57 although t h ~ y  did 
not spmd evcn thcir original 
appropriation disclose lack of 
proper planning and control over 
the progrcss uf cxpcnditure. It 
was surprising how clespiic the 
"Liability Iicgisters", the Illi- 
nistry of Kailways were not in a 
position to assess their total re- 
quirements accuratclg and rcgu- 
late their supplcmcntary de- 
mands accordingly. 

Against seventeen supp- Please see para 4 of tho 
lemcntary Grants ob- Report. 
taincd in 1955-56, only 
in 3 grants (viz., Grant 
No. 3, 12-A and 16), 
and against 10 supple- 
mentary grants obtain- 
ed in 1957-58, only in 
two grants (Viz .  Grant 
Nos. 2 and 20), did 
supplementary grants 
prove wholly unneces- 
sary. The only case of 
sjgnificant non-utilisa- 
tlcm of funds was in 
respect of Grant No. 
16 in 1955-56 while, in 
respect of Grant No. 2 
in 1956-57, the S u p p  
lcmentary Grant was, 
in fact, utilised. The 
hlinistry of Railways 
would like to assure 
the Public Accounts 
Committee that steps 
wiil continue to be ta- 
ken to remedy defects 
in the assessment of re- 
quirements of funds 





to the next Convention Com- question mongst 
srittee so that they could indi- (others will be refemd 
cate the precise scope of their to the next Convention 
recommendations vis-a-vis Committee. 

10 Railways Thc Committee regret to obstrvc 
that the Railway Administra- 
tion, one of the biggest De- 
partments of Government tn- 
tering into a number of con- 
tncta with private parties, 
should have overlooked the re- 
commendation contained in para. 
68 of their xoth Report (1953- 
54J* 
Tb Committee desire that the 

W w a y  Board should expc- 
dite the question of disciplinary 
action against the st& who were 
rerponsible for the incorpora- 
tion of the liberal provision for 
two separate payments in the 
agreement for handling work 
at Arkonam Station as the mat- 
ter has already been considera- 
bly delayed and the findings 
of the Enquiry Committee hu- 
nishtd to than. 

A Memorandum nub- Please see paras 57-59 
mitted by the Minis- of Repon. 
try of Railways (Rail- 
way Board) is af A p  
pen& X 



14 Do. Thc Commlttac hope that the 
Railway Board will pursue the 
question of damage to and 
deficiencies of stores and fittings 
in the wagons returned by cer- 
tain colliery sidings vigorously 
with the Siding Owners' Associa- 
tion and arrive at a settlement 
without loss of time. They 
would also like to be informed 
of the final settlement and the 
total recoveries effected from 
the collieries on this account at 
an early date. 

The question of realising The recovery oC out- 
the cost of damage to standing amounts from 
and deficiency of stores the siding owners may 
and fittings in the wa- be expedited and the 
gons returned by cer- Committee informed 
tain colliery sidings of the prognsr made 
had continued to be in this direction. 
pursued vigorously 
with the Collieries & 
Siding Owners' Asso- 
ciation with the result 
that the outstandings at 
the end of April, 1959 
had come down to r 
little less than I lakh. 
Efforts will continue 
to be made to d i s c  
this outstanding 
amount also expe- 
ditiously. 

I9 17 Do. The Committee regret to observe A Memorandum sub- 
the laxity shown by the Railway mitted by the Ministry 
Administration in the matter of ' ' of Railways (Railway 
prompt recovery of rent for 3' ;"nard) is at Appendix 
Railway land leased to outsiders XXIV. 
at a number of station areas such 
as Shalimar Garden Rcach 
and Cuttack. In their opininn, 
action to fnrfrit the sccurity 
dcposits shnuld have been taken 
when the lessees defaulted con- 

The Committee are 
not impressed by 
the " vigorous 
effnns" ma& by the 
Railway Administra- 
tion in effecting 
recoveries. Unless the 
atrears are pmmptly 
psid up, the Railway 
Board should invoke 
the provisions of the 



sistently for years. The Com- 
mittee trust that the Railways 
will ensure the prompt recovery 
in all such cases in future. 

Public Prrmisa 
(Eviction of Un- 
authorised Occupants) 
Act, 1958 for evicting 
the defaulting kens- 
ees and forfeit their 
securities. 

to 21 Railways The Committee deprecate the Necessary instructions The Committee may be 
inordinate &lay on thc part of have been issued to the informed whm the 
thc Wilway Mrnin is t ra t i~~  in Railways, tmphasising whole amount is re- 
fixing thc h:~.;is fi,r calculati,,n of the observations of the covered from the oll 
siding chargcs frcm the oil Public Accounts Corn- company. 
compmy conccrnc J, which re- mittee. I 
sulrcd in an accumulation of 
hcaly orrt..ta;dings. As a 
ct ~mmcrcial un&rt:lking, the 
R:lilways should bc bwincss- 
like in their tra~vacticms and 
prompt arid quick in their 
settlement. 

Such uncnnscionable delays not 
only refirct on the working of 
the undertaking but make the 
chance of recnvcry more remote, 
thus depriving the Railways of 

. - their legitimate dues. The 



Do. 

Committee trust that the Rail- 
way Bmrd will issue necessary 
instructions in the matter for 
future guidance. 

The Committee would like to 
know the final decision of the 
Govcrnmcnt in the c~iw rcferrcd 
to in para. I r of Audit Report 
1957 regarding outstanding 
frcight bills against a firm on 
South-Eustcrn Railway as well 
ac the remcclial mcacures which 
the RAlway Board have takcn 
to obvintc thc recurrence of 
such irregularities. 

31 28 Do. (3 The time-lag of one year in 
c~~mmunicati~m of the rcviwd 
si&q charg~s to thc &ling 
ownrrs on the VZrc~srcrn Rxilway 
was e~ccrsive in rclaric~n to the 
work invt~lvcd. Thc Cornmittre 
would siygr9t an c n q ~ ~ i r v  into the 
case with a vicw to finiiing out 
the pwcisc rentnns fiw the de- 
lay. If  the &-lay was due ra 
neglect of dur y, v~irnhle action 
against the official ar fault 
should be necessary. 

hlemorandum submitted Please see paras 
by the hlinistry of Rail- 61 of the Report. 
ways (Railway Board) 
is at Appendix XI. 

Y 
0 The Western Railway Please see paras 62-63 of 

A~lminiwatinn has the Report. 
concluded after refer- 
ring tn the available re- 
cords of the Trafic 
Alanagcr and the F.A. 
& C.A.O. that the 
delay occurred entirely 
in the office of the 
Grncral Manager, 
cx-R.B. Rr C.T. Railway, 
but that in the abscnce 
of the office file of the 
Gnneral Manager's 
Office, it is not possible 



to say-as to why the 
service . of the notice 
again st^ the sidmg 
owners was delayed 
and who was responsi- 
ble for the delay. 

(ii) Even granting that some delay A Memorandum submit- - inevitable the Railway Ad- ted by the Ministry of 
ministration should have taken Railways (Railway 
steps to caution the siding owners Board) is at Appendix 
in time about the contemplated XII. 
revision and communicate the 
actual amount payable after 
making necessary calculations 
as was done at the time of 
6econd revision. 

Such a course would have avoided 
the controversy over the date 
of effect of the revised rates and 
facilitated the recovery. The 
Committee desire that this 
euggcstion be examined by the 
Railway Board and a procedure 
evolved to be followed by all 
the Railway Adrnininstrations 
in such case of revision of 
riding-chnngcs in funut. 

Please see para 64 
of the Report. 

- a 





Committee trust that in future, 
Railway Board will see that all 
tariff proposals are given effect 
to as approved by Parliament 
and the machinery should be 
geared accordingly. 

25 39 Railways ( i )  The Gjmmittcc deplorc thc. 
delay in takinp disciplinat y ac- 
tion against the Inspector of 
Works who failed to obtain re- 
ceipts of the storcs from the 
cnntraciot who was awarded a 
labour contract to  tbe vdue of 
about Rs. 50,030 for the cons- 
truction of staff quartera on tht  
North-Eastem Railway. 

It is concxded with regret No comments. 
that there was some delay 
in taking disciplinary 
action against the three 
Inspectors of Wotks, 
who were responsible 
for issuing materials in 
cxccss and for not ob- 
taining rhe acknow- 
ledgement from the 
contractor. Sufficiently 
&ex rent disciplinary 
act ion. however, has 
been taken against 
them 

(tr) So far as the general question As ~qprch the general 
of the custody of marerials-ai- question of custody of' 
site is ~mncemd.  the Om- material a: site,the ex- 
mittee consider it import am tent instructions on the 
that the mponsibility for the subject have been reit-. 
safety of materials-at-site should erared to the Railways. 



be well defined, and in un- 
equivocal terns, if it has nor 
already been so defined, and 
instructions be issued to the 
officials concerned that the 

- rules prescribed in this mattel 
should be mictly complied 
with. 

2 6  47 W.H.&S.  ( 1 )  If the iiwzlrd of' a \ewn d con- Thew is nc doubt that the 
tract to the samc firm which 
had failed only abour thrtx 
months ;1@i t c  fulfil the firs1 
contract placd on i t ,  as had 
happtncd in the caw rcfcrred t o  
in paras. 41-46 of the Repon, 
is indi~rrivc of the w-.)rkirlg of thc 
Dirccorar c Gcncrd, Supplies 
and Dispcds. the Committct. 
i onsider that Govcmmcnt will 
1): well-atlviscri to cx:~mir*c i hi. 
nuttcr further. In thcir opin- 
ion, thc prcscnt caw mcrits an 
enquiry with ;I view to finding 
out the  lot^^ ends and also 
fixing responsibilir y. 

D.G. S. & D. erred ir 
placing n fresh con- 
tract on thc firm whusr. 
pcriivmnncc irl t he ear- 
licr aw:rac~ iw defi- 
nitcly be described as 
unscrupulous. Office 
Order No. I1 dated 
sth Frbruary, 1958 has 
bccn i\sued callir?p for 
the pcrfxtmancc state- 
ment from cach tcndere 
con1 ainin g information 
with tcg21rd to supplies 
made apin st wnfracts. 
Apart from this, ins- 
tructions are being is- 
rued to the effect t h : ~  
in aU such cases where 
:I purchase Officer has 
ticen dissatisfied with 
the performance of a 

The final outcome of 
the examination of the 
clisciplir?ary aspect of 
:he case may be await- 
ed. 



firm, he should promply 
report the cases to the 
Regisr ration Branch who 
will intimate the fact 
to all Purchase Otl[icera 
and sirnull aneously in- 
vestigate the matter 
and if necessary sumend 
business with ihe &. 

@ W.H. & S. (6) In the case regarding su ply 
of 'Knju Logs' to the &nh 
Eastern Railway, referred to in 
pan 14 of Audit Repon, 1958, 
the D.G.S.8t.D. failed to take 
proper action on receipt of the 
in(;pect;on reports which 
clearly indicated that at one 
plaa there was no material. 
while at the other the timber 
was Mow spedfication. Had 
tbe D.G.S.&D. taken up the 
matter mth the amtractor im- 
mediately regarding his in- 
a b ' i  to produce the good& for 

The disciplinary aspect 
of the case is under 
examination. 

All the Purchase Officers 
are aware of the necee- 
sity for taking prompt 
actim 03 such reports. 
The fact that in this 
case no prompt action 
was taken is  a regrettab- 
le omission on the part 
of the D.G.S&D.Fresh 
instructions are being 
issued to all Purchase 
Officers to take prompt 
action on such rcpom 
in future. The discipli- 
nax y aspect oftht am0 ir 





of the Inspecring 
Officer. It would cer- 
tainly have been pru- 
dent on his part to have 
taken something in 
writing from the con- 
tractor. Considering, 
however, that in day-to 
day work it is  not al- 
ways possible to reduce 
everything to writing, 
though remedial ins- 
tructions in this matter 
have since been issued. 
the Ministry of Rail- 
ways consider that the 
failure of the Inspea- 
ing Officer at the worst 
was one of indiscretion. 
particularly because he 
had the misfortune to 
come across a puuticu- 
larly had party, who 
had in another ana- 
logouq case, success- 
fully misled the ad- 
ministration, but of 
which the Inspeaor 
was not aware. Both 

inspection; therefore, 
when he was told oral- 
ly on the ~gch and 
W h  April, 1955 that 
the timber would not 
be offered for inspec- - 

tion, the inconsis- 
tency should have been 
obvious to him. Be- 
ing an experienced 
officw, he should have 
taken proper steps to .-: 
safeguard the inter- - N 
est of the Rail- 
way Administration. 
Failure on hi part 
led the Railway to a 
h k  0f k. 10,0001-. 

They slylgest that the 
desirabiity of bladr- 
listing the oontrac- 
tor might be cxa- 
mined by the Minis- 
tries of Railways and 
Works, Housing and 
Supply. 



the D.G.S.&D. and 
the Ministry of Law 
have also considered 
the arbitration award 
nf the umpire in this 
case as not reasonable 
and have struck off his 
name from the panel 
nf umpires main- 
tained by the D.G.S.& 
D. The business deal- 
ings with this contrac- 
tor likewise have also 
been stopped for two 
vears. In view of all 
ihis, even if the Inspec- 
ting Officer, who re- 
tired on 25th Decem- 
ber, I 957, was still in 
service, the Ministry 
of Railways would have 
considered the needs 
of justice as met if a 
warning had been is- 
sued to him for the 
technical lapse of not 
obtaining anything in 
writing from the con- 
tractor and it has there- 
fore been decided that 
the lapse of the Inspec- 
ting Officer is not such 
as to merit any portion 



of his mlemcnt  ducs 
(so far held over) being 
forfeited. 

17 -U R n i h m ~  The use of unnecxssary movement 
of tie bars to Kosi Kalan from 
G n p u r  discloses lack of proper 
planning and foresight in de- 
ploying supplies. The Com- 
mittee trust that suitable ins- 
tructions will be issued to the 
Engg. Divisions to avoid re- 
currencx of such cases. 

60 Do. ji) W h k  the Committee: appre- 
ciate the difficult conditions 
under which the work regarding 
doubling of Delhi-Agra S e e  
tion 01' the (3entral Railway 
was executed by the Railway 
Administ rat inn, they are ciis- 
turbed to find that no attempt 
had been made to provide the 
necessary accounting personnel 
for the maintenance of Ac- 
counts of permanent way 
material. The Railway Board 
rhould ensure in fume tha 
ull tk di&lmr wing8 of tbt 

Suitable instructions have No annmaruk 
been issued to the Rail- 
way Administrations 
stressing upon them 
the desirability of 
obviating unnecessary 
haulage of railway 
materials. 

(1') Noted. No - 



Administrative a paratus ue 
properly manned & ore under- 
caking even emergency works. 

(3 Computation of loss of ma- (it) Notads 
terial in t e r n  of percentages is 
apt to mislcad in as much as it 
overlooks the magnitude of the 
loss. 

nr) It I \  obuous thar no check was 
cncrc id  by the Divisional En- 
pincer over rhc consumption of 
yc:muilc:?l ~3)' materials in thc 
course of douhling and re-laying 
of track on Ilelhi-Apra Section 
during 1948-5 I .  In the opinion 
of thc Committc~, the Railway 
Board should pursue this matter 
seriously 

( s i r )  The question of talc- Ptdyuu see pnrm. 6j-66 
ing up with the staff res- of t  h Report. 
ponsible for not exercis- 
ing the prescribed 
checks is under refer- 
ence with the Railway 
Administration. 

(Memorandum submit- 
ted-Appendix XIII.) 

'I'he Railway Adrn~nistmtlon did Noted. Suitable instruc- No comments. 
not include spare parts in their tions have bnn issued 
indent for the cxirth-moving tcr a11 the Railway Ad- 
machinery for the Ganpa BriJgc ministrations. 
Project. They also overlooked 
rhe'advice pivcn by D.G.S. & D. 
for the inclusion of scrme spare 
parts in the indent fur the muchi- 
ncry. The Committee regret ttt 
observe that on both the own 
sions t hc Railway Administ rat ion 
betrayed lack of planning; end 
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para I r of Audit Report, 1958 Rs. 21- per four wheel- 
would be settled. They. how- ed wagon from 1-5-59 
cver, regret to observe thiit a re- from which date the 
port on future progress is still charges are being re- 
awaited. covered accordingly 

without prejudice to 
the question of recovery 
of charges in respect of 
past transactions. It  hi 
regretted that this 
question of recovery 
for past transactions 
has taken a longer time 
to settle than was ex- 
pected. The Ministry 
of Commerce & Indus- 
try have suggested that 
recovery for past trans- 
actions may be made at 
Rs. 1181- per four 
wheeled wagon. Finali- 
sation of the case on 
these lines is Mder 
consideration. 

33 82 R ~ ~ Y s  The Committee regret to observe A Memorandum sub- Please set paras. 70-7r 
that the Railway Administration mitted by the Ministry of the Report. 
as a commercial concern, had of Railways (Railway 
not taken the el~mentary precau- Board) is at Appendix 

XV. 



tion of informing the Jsbdpur 
Municipality that pending finali- 
sation of a new agreement, the 
payment for water supply should 
be treated a6 on a provisional 
basis, when the old agreement 
had alrcadv expired. 

J 

The Committee desire that the 
matter should be investigated by 
the Railway Board and responsi- 
bility fixed for the delay at the 
different stages and fort he failure 
to warn the Municipality in time 
that the payments during the in- 
trrregn urn were provisional. 

34 88 Finance The Committee attached great im- 
Railwaye portance to centraked purchas- 

ing, as it would be economical 
to G o m e n t  in the long run 
and the mechanism should, 
therefore, be so geared as to 
meet all demands. The Com- 
mittee trust that the Ministry of 
Finance will address t hemselvecr 
to this aspect. 

35 91 Railwrry~ , The "emergency" which has bccn 
ascribed as the reaqon for direct 
purchase of buffer outer cases by 
the Central Railway was, in the 
opinion of the Committee, the 

Y 

Action on this recornmen- Further deoe 
dation is under con& may be r 
deration of the MidstM4 
of Finance. 

Memorandum submitted b c  sec pa&. -4 
by the Ministry of Rail- of the Report. 
ways(Rai1way Board) is 
a t  Appendix XVI. 
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result of the inactivity of the 
Railway Administration for 
nearly one year. The purchase 
at a higher rate was also of doubt- 
ful advantage, as the supplies 
started nearly one year after the 
date of acceptance of the tender. 
This is yet another case where 
the Railway Administration re- 
sorted to direct purchase by pass- 
ing the D.G.S. & D. at double 
the price quoted by thc lowest 
tenderer. 

36 95 W. H. & S. Strict instructions should bc issucc! 
to all Officers negotiating con- 
tracts that they should not ex- 
ceed the powers delegated to 
them and deterrent action should 
be taken against those who are 
guilty of anv such breach. 

37 97 W W ~ Y ~  The Committee would like tcc be 
apprised of the price settlement 
reached in the case of supply of' 
inferior quality brushes together 
with the financial effccrs thereof. 

'I'hc recommendation has No comments. 
been circulated to all 
concerned for strict 
compliance. 

:I reporr of' the price A further report on the 
settlement with the price settlement 
financial effects thereof reached in this case 
will be sent on comple- may be awaited. 
[ion of the examination 
of all the brushes with 
n view to accepting 
them with suitable price 
reduction . 



In the hght of the hdq of the 
joint enquiry Committee, the 
Committee are constrained to 
i~bserve that the earlier stand 
taken by the D.G. S. & D. was 
not justified. 

38 IOI Railway6 ( 1 )  The C;ommittce arc surprised 
at the delay of over 6 ycars in 
&posing of the unwantcd 
Sitock of 'Kamblies'. Had prunipt 
action bccn tllkcn soon after the 
decision of thc Cicncral Managcr. 
Wcstcrn Railway to resume thc 
supply of blankcts in Fcbruiuy, 
1952, the net loss cwld have 
been considcr:iblv rcduccci. 

.l'he Railway Administra- 
tion has not explained 
satisfactorily the time 
lag behveen the deci- 

sion of the General 
hlanagers tu resume 
the supply of blankets 
in lieu of Kamblies in 
19-52 and the final dis- 
posal of the residual 
stock of I 847 karnblies 
in 1957-58 at the aver- 
age price of Rs. -/I 114 
per 'hmbli'. This 
matter is being pursued 
with thc Kailwtiy Ad- 
ministration. It may 
dso be stated that 
during this period auc- 
tions were hcld to test 
rhc market if a reason- 
:tblc price could be oh- 
tained for the Kamblies 
left over. 

It is surprising that the 
Railway Administra- 
tion was not able to 
submit any explana- 
tion f i x  the delay in 
the disposal of 'h- 
blies'. 



0 .. 

Do. 

(ii) As the Railway system is now 
integrated, it is advisable to ex- 
amine the different practices 
followed by the different Rail- 
ways with a view to introducing 
uniformity in all possible matters. 
The Committee would like to be 
informed of the progress made 
in this matter in due course. 

The Committee trust that the Rail- 
way Board will ensure that the 
Railway Administrations follow 
their instructions and take all 
pP#nutions Wore making any 
pepcats, whenevtr the legality 
nf such is in doubt. 

AU the offers received 
were, however, rejected 
as these offers were 
considered to be on the 
low &k. 

As regards the inuoduc- No comnmcbts. 
tion of uniformity in the 
supply of unifonas to 
the Railway st&, the 
Railway Board appoin- 
ted a Uniform Com- 
mittce in 1953 for lay- 
ing down a d o r m  
policy in regard to 
supply of uniforms to 
the railway staff. This 
Committee submitted 
their Report in 1957 
which is under Railway 
Board's consi&ration. 

Noted. The Railway Ad- 
ministrations have bem Do. 
suitably advised. 





half-yearly arrcar re- 
port received by thc 
Railway Board. 

A procedure Office Order 
issued on one of the 
Railways was found 
effective and this was 
also circulated for gui- 
dance to other Rail- 
ways on I 7-1 1-1 958. 

42 114 Railwa!s - -  - 'rhe (:ornrnittec trust that steps l'hc Committee's re- h-o ccrrments. 
IF.'., H .  & S. will hc taken to ensure in future commendation has 

that when substantial sums of been noted in the Mi- 
mane! are involved. the terms of nistry of Railways and 
t hc agreement are always n q o -  instructions have been 
tiatcd with legal guidance. issued reiterating the 

importance of taking 
legal guidance as a rule 
in executing agree- 
ments. T h e  Ministn 
of Works. Housing and 
Supply has stated that 
the recommendation 
circulated to all con- 
cerned for strict corn 
pliance- 



3 I 19 Rails-axs T h e  Commitnte cannot refrain 
from observing that the high 
level otiicers who were responsi- 
hle for we4xning the Gnvern- 
ment claim against the firm con- 
cerned. which supplied defective 
qlindcrs (c.f. paras. 23-28 of the 
17th licport of the P.A.(:.), in 
this manner. did not act in the 
best interest of Government. . . I he (;ommittee do not know 
whet her t he Railway Hoard have 
ieopardised t heir claim against 
r he ( :cmsirltants ;~lso. If not. 
they tksirc that 1 hc claim should 
he taken up with the consultants. 

In noting the obscn-a- 
tions of the Public Ac- 
counts Cornmitt ee. t he 
Alinistry of Railways 
submit with due respect 
that there is nothing to 
indicate that the Rail- 
way Roard's claim was 
weakened by the deci- 
sion of any high level 
officers of the Board. 
While it is true t hat the 
then Chairman. Rail- 
\ray Hoard recorded on 
10-8-54 (and this also 
~ommunicated to the 
D.G.I.S.D.) that Tech- 
nically the firm are 
not to blame. H c  also 
made it clear that the 
matter should be fina- 
lisetf in the light o f t  he 
contractual provisions 
apparently implying 
that whatever claims 
were admissible should 
he preferred. Tt is also 
necessary to point out 
that in pressing the 
claim with the firm, the 
D.G.I.S.D. in his letter 
No. 9d6$3CBrR1y. 

T h e  Committee did not 
feel happy with the 
explanation given by 
the Railway Bcard. 
T h e  oral discussions 
hem een the Railway 
Board and the Ma- 
naging Director of 
the supplying firm 
Iseakened the case of 
the Railway Board for 
which the Railway 
Board should accept 
the blame. 



dated 12-10-56 made 
it clear that there was 
nothing to indicate that 
the Railway ~ o a r d '  had 
finally agreed to drop 
the claim. The matter 
v i s - 3 4 s  the firm was 
thus one of the renewed 
pursuing of the claim 
rather than of reopen- 
ing a claim. It is, 
therefore, difficult to 
assess to what extent if 
at all Govt's claim can 
be said to have been 
weakened by anv opi- 
nions expressed bv the 
then Chairman, Hail- 
way Board. which had 
not bctn officiallv con- 
ve! ed to the finn. It  
may be adde.1 that : his 
nffikr procectcd on 
leave preparatory to re- 
tirement from 1st Octo- 
ktr, 1954. In regard to 
the Committee's ob- 
serva"ions about prcss- 
in; the claim against the 





the case to be finalised 
in accordance with his 
views of the terms of 
the agreement. There 
is no material in sup- 
port of the statement 
(made in the memoran- 
dum) that the then 
Chairman apparently 
implied that any claim 
would arise against 
the contractor under 
the Agreement." 

qq 121 Railway8 The Committee await the review Memorandum submitted Please see paras. 75-76 
of the disciplinary action taken by the Ministry of of the Report. 
by the Railway Board against the Kailways (Railway 
higher officers responsible for Board) is at Appendix 
wasteful expenditure due t o  XVII. 
excessive sanction of cleaners in 
the Loco Kunning Shed of an 
ex-E. 1. Railway (Now in North- 
ern Railway Division). 

45 123 Do. The Committee would like to be A4.S. ~Malda Transport Further progress in the 
intormed of the final outcome of Company deposited Rs. recovery of outstand- 
the recovery of Railway dues 30,000f- on 16-2-1959 ing amount may be 
from the commercial concern towards initial payment reported to the Com- 
referred to in para 71 of the on account of the lia- mittee. 
Seventeenth Report of P.A.C. bility of the Commer- 



dal W r y i n g  COW 
pany (Assam) Ltd. 
In  addition, the first 
of the three instalments 
of Rs. 15,ooo;- each to 
cover the balance of Rs. 
45,000;- was paid on 
12-5-1959. 

I27 Railways (i) The Committee are unable to The  Haiiua\- Adminis- 
accept the plea that the Audit trations have been 
objection regarding provi- suitably advised. 
sional payments made by the 
East Indian Railway Adminis- 
tration to the Howrah-Shea- 
khala Light Railway Compan~ 
related only to the quantum 
of the payment and not to the 
propriety thereof. In the 
Committee's opinion the res- 
ponsibilitv for t he avoidahlc 
payment to the Howrah-Shea- 
khala Light Railway Company 
lay squarely on the Kallway 
Administrat ion and the Hailway 
Board. 

(ii) The  Railway Soard should 
review the powers to make 
provisional payment delegated 
to the Rai way Administra- 
tions, tighten up wherever new 

T h e  Committee are 
not happy with the 
manner this case was 
handled by the Rail- 
way Administration. 
They trust such cases 
will not . recur in 
future. 



caary, and7take d a e ~ l l t  no- 
tiba' whew the popvors arc 
exceeded or exercised without 
the prior sanction of the Rail- 
wry Bbard. 

130 hiiways The comdttee consider that the 
pundshrnent: of ' cehsure' pro- 
pWH for t ht! Dcput y Finllslcial 
Ad* asld Chief Acmui~ts 
OBiw who was responsible for 
the* ovetpIpMnts made to 
cadW' latibur on the WEstern 
Rdtlray, is rathw mild. 

The Committee were The Committee are 
advised in Railway surprised at the de- 
Board's earlier Memo- cision of the Railway 
randum, that the officer Board that the needs 
concerned had b& of the case would be 
asked to show cause s t ~ e d  if their dis- - 
why the penalty of cen- pk&ute is communi- % 
su should not be anrd td - the  &&- 
awarded to him. The In tW' opini;a.:tW 
charges were explained cad8 ~ M d ; : ' b e i ' ~ ~  
in the Mmorandum vicWd .' bjr t M  RQtiiL 
referred to above via. wtiy i&ni; 
(i) giving an incorrcd 
interpretation of the 
otders conveyed in 
Railway Board's letter 
NO. E ~ B C P C ~ I S ~ ~ ~ .  
I, dated IS-5-1gg1; axld 
(ii) delay in rbctijing 
thc wrong interpm+- 
tion of the ord- after 
they w w  gustioRed 



by Audit. The Otfi- 
cer's explanation has 
since& been rexxived 
and considered by the 
Railway Board, who 
have held him res- 
ponsible for giving an 
inappropriate interpre- 
t at ion to Board's orders 
due to an error of jud- 
gement. As regards 
delay in rectifyin8 
the wrong interpfeta- 
tion, it has been acca 
ptcd that this officer 
cannot be held directly 
responsible. 

Taking into account the 
officer's consistently 
good record of servie 
including rehenc-es 
in his confidential re- 
ports to his being out- 
standing even the 
pC!u~lty of censure 
originally proposed was 
considered to be un- 
duly severe. The 
Railway Board in the 
circumstances have 
decided that the needs 

- -.- --- - . .... 



of the case would be 
served if their dis- 
pleasure is communi- 
cated to the officer. 
This itself is consi- 
dered to be sufiiciently 
serious stricture on an 
officer of such senio- 
rity and record. 

As regards the other 
officers, who dealt 
with the case at lower 
levels and who also 
contributed to the de- 
lay which occurred 
after audit had taken 
up the question, the 
Kailway Administra- 
tion has been instruct- 
ed to pursue the ques- 
t ion of responsibili- 
ty and to take disci- 
plinary action. 

48 I ? 3 I ~ O i ~ \ ~ ~ \ t s  The Committee were not convin- A Memorandum submit- Further development 
LXJ of thc reasons for resorting ted by the ,Ministry may be watched. 
to arbitration in the matter of of Railways (Railway 
fixation of price of locomotives Board) is at Appendix 
supplied by 'l'EI.(.:O after 1st XXV. 



April, 1958. Both ..e '1ziriti 
Commission and the Committee 
had recommended that the pri- 
ces of locomotives supplied from 
1st April, 1958 onwards should 
be settled in advance of the 
price period. T h e  Committee 
desired that the Railway Hoard 
having committed r hemselves 
to arbitration, should frame 
the issues for arbitration preci- 
sely to facilitate a decision qui- 
ckly. T h e  < :ommittcc regret 
t o  observe that even though it is 
nearly one year since the cnm- 
mencmnent of the pricc-period. 
the matter is pending still. 

49 136 W.H.& S. (i) T h e  Committee dcprecate the 
action of the I S M .  and the 
.Ministry of W.H. 8t S. in being 
lenient in the matter of exaction 
of penalties from the American 
and Canadian firms who de- 
layed the dcliwr! of lommo- 
tives. Such an attitude will 
reduce the penalty clauses of 
contracts to little more than an 
empty form of wnrds. If pen- 
alty clauses are not invoked in 
time and the claims a r t  allowed 
to lapse by efflux of time. there 
is a risk of contracting firms. 

K c  have asked the India Further report from 
Supply hlission. Wa- the Ministry of W. 
shinptontof ixrespn-  H.&S.maybeawaited. 
sibility for failure to 
claim- liquidated dam- 
ages and send this 
Alinistry a report in 
the matter. 



wit$ etc. aar- that thep 
an a h a y ~  dimqprd the limits 
of tinte in their contract with 
impunity. 

(ii) The Committee recommend 
that this is a' fit and proper case 
in which responsibility for the 
faihae to claim liquidated da- m in timeshould be definite 
ly kt!d a d  appropriate action 
taken against the officials whose 
f* cost the Government 
Rh 4~ 5 Idrhs. 



APPENDIX I1 

of main Conclusions/Recomvaendations of the Twenty-farst Report 
'S??ublic Accounts Committee a the Appropriation Accounts (Railwclys), 

1957-58 and Audit Report (Railways), 1959. 

Serial Para No. 
No. of thc Ministry conccrncd C:onclusions/Recommendations 

Report 

I 7 'VIr.H.&? S. 
(Introduc- 

t ion) 

l 'hc  Committee wx~uld like 
to be informed of the stcps 
taken by the i n i t  of 
Works, Housing and Supply 
to re\.iw the procedure for 
purchase of stores and the 
processing of indents in the 
light of suggesti(~ns made 
h t hcm from time to time. 

The C~ornrnittec obscrvcd that 
t hc control owr  expenditure 
during 1957-58 in so far as 
it  \\.as tc, be ctirccted to the 
prevention or limitation of 
escesses over Grants and 
.\ppropriat ions wrts less eff- 
ect i\.e than in the previous 
year. 

In u number of cafes exmndi- 
ture had been incurred 
in excess of Voted Grants 
because the 'Liability Re- 
gisters' tverc not maintained 
by the Accounts staff pro- 
perly. In the opinion of the 
Committee. mere issue of 
instructions will have no 
meaning unless disregard of 
instructions is dealt with 
suitably. 



4 5 Railways 'The feasibiiit y of implementing -- the suggestion, var. sub- 
W.H.& S: mission of regular reports and 

returns by the D.G.S. & D. 
in respect of stores procured 
indigenously mig e ex- 
amined by the Ministry o 
Works, Housing and Supply 
as early as possible 

5 6 Ra i 1 ways 

6 8 Railways 

I n  respect of schemes and pro- 
jects which have not been 
finalised at the time of fram- 
ing the budgct estimates of 
a year but are likely to be 
approved and taken in hand 
during that year, the Minis- 
try of Railways may obtain 
the approval of Parliament 
by means of a token grant 
and lat r on, when the de- 
tails are vorked out, ask for- 
a Supplementary Grant for 
executing thc work. Such a 
procedure would reduce over- 
budgeting on the Railtvay s.  
to a great extent. 

An early decision should be 
taken in the matter of in- 
troduction of unir m pro- 
cedure or prov . ,IF unds 
fi)r repairs and main cnance 
of residential buildings of 
Railways with reference to 
capital cost ctc. and fixation 
of suitahlc ceilings in this 
respect on lines similar to 
thc system obtaining in the 
C.P.W.D. and h1.E.S. T h e  
introduction of such a y o -  
cedure will not only help 
the Railway Administrn- 
tion to frame thcir Rudgcr 
estimates on a realistic basis 
but also ensure uniform 
and cconomic standards of 
maintmance of buildinas . 



7 g Railways . . The Committee regret to 
observe that the Railway 
Administrations overlooked 
the statutory provisions 
in Article I 12 of the Consti- 
tution which resulted in an 
excess expenditure over Char- 
ged Appropriations under 
Grants Nos. 6 and 15. 

8 10 Railways . The  excesses referred to i n  
para 7 of the Report may be 
regularised by Parliament i n  
the manner prescribed in 
.%tick I 15 of the C;onstitu- 
tion. 

( I )  .4 thorough enquiry is 
called f-or in thc case of- 
avoidabic expenditure on sca 
freight with a view to  fixing 
responsibility for the delay 
in advising a changc in the 
packing specifications to the 
firm and consequent loss. 

'I'1:i There was a serious omis- 
sion on the part of the D.G., 
I.S.D. in not taking action 
on the letter from the Ale- 
chanical Engineer. I'ishakha- 
patnam. This rcquircs in- 
\.cstigatinn by the Atinistry. 

;:;;I> Thc Committee ' regret to 
observc that this case in- 
dicitcs defective \vorkinp of  
the organisation of the D.G., 
I.S.11.. L.oni!on and needs to  
hc lookcd into. 

(k) The Committee dcplorc the 
ivay in u~hich the Railway 
Rourd explained the failure 
on their part to rake action on 
thc Letter of 14th December, 
i 955 from the Railway Adviser 
attached to the office of D.G., 
I. S.D.. London. 'I'hey desire 
r hat the Railway h a r d  should 



investigate why the doubts 
raised by the Railway Adviser 
regarding cost of re-erection of 
wagons in India were not 
cleared immediately. 

(v )  Also the reminder from the 
Railway Adviser was not 
dealt with by the Railway 
Roard expeditiously. The  
Committee regret to observe 
that the urgency of the matter 
and the consequence of delay 
entailing financial loss were 
not appreciated by t h o ~ e  who 
dealt with the caw in the 
Kailway Board. 

I o 15 Railways (i) The necessary information 
required fi)r making a rc- 
ference to the Ministry of 
Finance for the releasc of 
foreign cxchange should have 
been collected by the Ministry 
of Railways much before 
calling for tenders fiv the 
stores. 

(id Failure on the part of the 
Railwa!. Roard to  press the 
Ministr!. of Finance for the 
immediate release of foreign 
exchanpc required for at least 
the seven items for which an 
increased pricc had to be paid. 
led to an extra expenditure of 
Rs. I a76 lakhs. The respon- 
~ibility for this failure to take 
appropriate action should bc 
fixed. 

17 Railways 'Finance (iii) The Committee trust that 
both the Railway Roard and 
the Ministry of Finance will 
examine the question of stream- 
lining the procedure so as to 
obviate the kind of loss which 
has occurred in this case. 

T I  19 Railways The  Committee trust that the 
Railway Roard will pursue 



the question of claiming 
iNuidated damagu from the 
firm for the delay in erection of 
wagons and arrive at r final 
settlement at an early date. 

IZ 21 W.H. & S. The India Store Department 
, did not sufficiently safeguard 
the interests of Government 
in putting through the deaf 
with the Gcrman firm for the 
purchase of bar frames. The 
Director General should have 
incorporated the usual price 
preference clause in the con- 
tract with the firm. 

Do. 

( i )  The Railway Administration 
rhould have either t a k a  
legal advice or explained the 
position in writing to the 
contractor before incorporat- 
ing the condensed form in 
the contract for supply of 
pitching stones. 

(ii) The Committee also doubt 
whether the Government's case 
was properly placed before 
the arbitrator. In  the face 
of a definite stipulation in 
the contract it is surprising 
how the contractor could prefer 
a claim for waga of idle 
labour. 

Rai1wayslW.H. & S. ( i i i)  The Committee will await 
the final decision of Govern- 
ment regarding the pmcedurc 
far referring cases to arbitra- 
tion. 

(19 Construction of roads was not 
a funcrion of the Railway Ad- 
ministration and there was no 
justification for ito retaining 
possession of the land when 
the Railway Board had already 
decided as early as July, 1919, 
that the construction of the 



railway line was not to be 
undertaken. 

29 Railways (ii) The  Railway Administra- 
tion took an unduly long period 
(four years) in completing 
rhc traffic survey which was 
ordered by the Railway Board 
in 1954, for which thcre was 
no justification. Such lapscs 
on the part of commercial 
undertakings likc Railways are 
deplorable. The Railway 
Board should investigate the 
reasons for the delay in com- 
pletion of the traffic sur- 
veys. 

Do.' 

Do. 

17 36 W.H. & S. 

The Commitice wi>ulJ likc 
to be i:~formc,! of thc total 
valuc of malcrial awl equip- 
menr which haJ been rendercd 
surpluq a1 tllc RaJlix.pur shed 
and also whcthcr thcsr have 
been utilked c1:ewhere. 

T Committee Jcprtxate the 
icisurcly manner in which 
thc m s e  regarding ~hiprnc!~r 
of steel plates was handled i t  
the diff,rcnt sages by tl-ic 
R-ilway B lard which 
I C . . U ~ .  (xi in c\vL)i~!;lhle c x p  j .- 
c!i urc on raiiwi y flcigli~. 
Thc mat:er should kc ir: ~ r . s l  I -  
g.,icd mind sui::iblc x t i an  
tiikm agaii~st ttlc ofliccrs 
Lii fhtilt, 

(i) The Committce would like 
to be irtf..nncci of thc disci- 
plinary aclion takcn in t he  
case (rcfcrrrcd to in ptira 23 
of Audit Report). 

(id The  Commirr ce corisidcr t h d ~  
there i3  consiJcrablc scop 
for improvemlrnt both in 
p1acir.g indcnis and in pr1:- 
cessb g I hem, if this case js  



typical of its kind. If the 
i~adcntor wants a prcprietary 
brand of stores in preference 
to other available stores for 
valid reasons, it should be 
made clear in the indent in 
the first i rxmce in un- 
equivocal terms. 

(iiiJThe D.G.S.&D. should 
also devise a procedure by 
which he could watch the 
processing of indents placed 
on him against the date cf 
supply of the stores as spcci- 
fied by rhe ir?dentor. 

I 8 38 Railways 

Do. 

Do. 

Do. 

The Ccmmittee would like to 
be infimncd of the disci- 
plinary aaion tzken in .he 
case regarding cxtra ex- 
pendirure due to error i17 t h e  
indent of axlc nil and remcclii I 
measures adopted to avoid 
recurrence of such c ~ ~ r s .  

The Cnmmktee trust t h ~ t  the 
Railway B.wd will finalise 
thc case rcpardirg loss due 
to deteriorntion of wiwllen 
cloth early and apprise tbem 
of the acrtio~ taken. The 
Ccmmir~~e wl-~uld also like 
to know ~ h c  yrcci:e reasms 
for kecping the case pending 
in thc Railway Baard for 
two ycars. 

The Committee would like to 
await a rcporr on the case re- 
garding loss due to  supply ( f 
defcc: ive s1ccpcrs aftcr . hc 
in vesr ig:~tion I- y : hc Spccii.1 
Policc Establishmmt WJS cvcr. 

( i )  The Commit:ec wwld likr 
t o  br. infwved of the rc- 
sults of thc investigation in 
the matter of fixing rcs- 
ponsibili!y for the delay in 
the Railway administmtic. I> in - --- 



Railways 

De. 

Do. 

giving effect to Governwent 
orders revising the mitimum 
wages payable to unskilled ca- 
sual labur. They would sug- 
gest that a similar enquiry 
should be instituted in regard 
to the delay in the Railway 
B~ard's office in endorsing 
the Gazette notification to  the 
General Manager. 

(rr) The Railway Board ahould 
devise a procedure by which 
ordcrs of Gwernment are exa- 
mined and transmitted to the 
appropriate qwre r s  expedi- 
tiously. 

The Cornminee would like to 
be apprised of the remedial 
measures taken by the Railway 
B ~ a r d  md  Railway Adminis- 
trations ro guard agairst thc 
late payment of electricity bills 
in future. 

The Committee would like to 
be informed of the final settle- 
mmt and the total recoveries 
effclcted from the Undenakkgs 
on accnmt of siding and de- 
murrage charges. 

The Committee trust that the 
Railwdy B,.jard would vigorou- 
sly pursue the recovery of rrre- 
ars of rent for lands leased for 
growing food crops and arrive 
at a settlement at an early date. 

(r) The Committee suggest that 
besides profit and loss account6 
to be maintained separately by 
each u ~ i t  a consolidated profit 
and loss account should be 
prepared showing the result 
of the working of departmental 
catering in respect of all the 
Railways, and appended t o  
the Appropriation Account.. 



55 Railways ( t i j  The Committee reammend 
that the Railway Board should 
miquire iato the ccmtinuous 
losses incurred on departmental 
catering aid keep a close watch 
and effective supervision over 
catering centres so that the 
service may cover its cost. 

Do. h s  a senior officer, the Regional 
Trafiic Superintendent should 
have cxammcd the implication# 
of the hmcling cormact es- 
pecially when, as alleged by 
the Railway B,>ard in their 
Mcmxandum, the thrci officcrs 
who were I hc Tendcr Ccm- 
mittee wcre new to  t h s  ki1.d 
of contract and hadied it for 
the first time. The Ccm- 
mittec suggest that the case 
should be rerimed and the 
rcspmsibility fixcd in the 
light of what has beer? p o h t d  
out above. 

Dc.. The Commlttce are surprised 
how thc officcrs who dealt with 
the rccovcries of outstanding 
freight charges could fcqet 
the disciplinan aspect of the 
case. Evcn if a largc number 
of officers had dealt with this 
case. there was rn reasca 
why rcspmsibility could not 
t, ;;xed. 

Do. (i, The Committee are 'surprised 
th: csplaniltion that as 

the relevant file ha3 been 
mislaid in the General Mana- 
ircr'l; Office it wa: not possible 
to fix rcsp~nsibility for the 
Jclay. IT sh~wld not h: di- 
fficult r k )  find t w t  in whose 
custdy the file was just &fore 
it was mislaid and respnsi- 
hilily fixed accimjingly. The 
C~mmirrce sugrcst tb3: the 
case bc reviewed. 

-.- -- 



64 Rdilwdys (n) The Commir i re desire that 
a decisiri) in the matter of 
cvolving a suitablc procedure 
whereby the s id i~  g o w n m  
coulJ be served wiih an ad- 
vance not ice of en hanccment 
in the ralcs of siding chargcs 
sh,mld t e  taken as expedi- 
tiously as possible. 

( t i t )  In R commcrcial dcpan- 
mcnt there is no justification 
for continuir;g the old un- 
economic rates of s id i~  .g chargcs 
and the Minis~ry of Railways 
should cxaminc the fcasibilit y 
of having sr:ndard f(,m of 
agreemen1 WII  h ? I 1  s i d i r . ~  owl:- 
crs w i ~  h adequate previsions 
for revision of ratcs from time 
to time. 

D(1. The  Commirrec urge that the 
mrittcr of fixkg rcspor.sihility 
on 1 hc Divisional Er.gir.cer 
and 1 . 1 .  hcr officcrs f( r f~i lurc  
to keep a wa!ch on the con- 
sumption of pcrmsme~t way 
m ucrial requircs morc serit us 
is,iminat ion. Thcy wmld also 
likc t o  obscrvc that nine chan- 
ges within a jwic;d of three 
?.cars in the p' s t  of Divisional 
Enginccr in chnrgc of a Prcr- 
j c w  ci~uld not h:wc bccn in 
the best interests of the Pro- 
icct i r  sclf. 

C~vci, ' :ringthe sizcatlc e x p n -  
diture on haulage (if wapiv.; 
over thcse numcrws point\ 
and also thc fact r h x  thc 
Railway pays rent t o  the Port 
Trust for thc l m d  in which 
,hc  sidings arc s i ~ r ; i ' ~ J ,  ;hc 
Committee fecl that thcrc is a 
strong casc for reviewing de 
novo whcthcr suitable siding 
chargcs should not  be 1cvie.d 
w thc Oil Companies for the 
unusually libcral facilities pro- 
vided. - -----. --. 



- -..---.. - ----. 

3 I 7 1 Railways . , Thc reasons for the delay in finalisation of revised agrce- 
m n t  for supply of wlircr with 
the Jdbalpur Municipality re- 
quires invcstigat.ion with a view 
T O  fixing re!;~:~nsibility. 

Do. The  routine ma-ner in which 
thc indent for the procure- 
ment of buffer cases was hand- 
Icd in this case, had led 
to the payment of higher 
prici,.,. The Committee, there- 
fore. reiterate thcir earlier re- 
commendation and suggest that 
 suit^ ble ilctiim should be takcn 
nqr~ir :  st the officials rcsp.rsible 
5~ thc delay in fi:ialisi~:g the 
purchase of buffcr outer cases. 

Do. 'The Committee are distressed 
to learn that the officer who 
had bctn censured in con- 
ncction with this case was 
promoted to a higher post 
within six monc hs of awarding 
the punishment. 

Do. (i) In the face of SO many other 
Committees working direc to  
under the control of not only 
the Railway Board but other 
Aiinistrics and Dcpar:mmtsly 
Government to tender advice 
on important matters, thcre 
appears to be no case for 
acior,iing a special treatment 
to the Conlmercial Committee 
of the Indian Railway Cnn- 
fcrenct. Association. 

(ii) T h e  Committee see no con- 
vincing reason for a neutra 
organisarion bcinp entruste 
with the work ef printing and 
publication uf books like the 
Railway ?'irnc Table, Alpha- 
betical List of Stations, Coa- 
ching and Goods Tariff etc. 
which can! b:! conveniently 
looked after by the Railway 
Board. 



35 80 Railways The Committee feel that the 
staff who collect and main- 
tain the statistics about move- 
ment of wagons should more 
appropriately be placed under 
the direct administrative con- 
trol of the authority which 
ultimately utilhe the infonna- 
tion. In this manner the 
Railway Board would be in r 
better position to get the in- 
formation expeditiously in 
whatever form and manner 
they require. 

Do. 

Do. 

Do. 

With the integration of the 
entire railway system into a 
single unit, such neutral orga- 
nisation is an anachronism. 
The Committee feel that 
there is no necessity to conti- 
nue such neutral examina- 
tion of wagons at inter-change 
points. Such a check can 
be entrusted to the train 
examining units of the 
respective railways. If the 
examination by these Units 
is not satisfactory, the Railway 
Board should take appro- 
priate measures to improve 
the same. The Committee 
desire that the Railway Board 
should examine the whole 
matter in the light of the 
above observation8 . 

In the light of their observations, 
(paras 77 to 81) the Committee 
suggest that t hc Railway Board 
might review the position of 
continuance or othcnvise of 
the I. R. C. A. in its present 
form. 

The Committee arewof the vier 
that the forfeiture of the aecu- 
rity deposit of Rs. ~o,oool- of 
the contractor who after recei- 
ving 735 tom of pig iron did 



not supply sleepers would not 
adequately meet the needs of 
the case. 

39 384 Railways The Committee suggest that 
the Railway Board, in con- 
sultation with the Minis- 
tries of Steel, Mines and Fuel, 
Law, etc. should devise suit- 
able measures to safeguard 
against such contingencies 
arising in future. Strict 
instructions should be issued 
to the Railway Administra- 
tions impressing upon them the 
importance of executing formal 
agreements with private firms 
before the commencement of 
the works and supply of thr 
material lo the contractors 
as stipulated in the con?ract. 
Even In cases where a work 
is to he started on emergency 
basis adequate precautions 
should bc taken to ensure that 
any material supplied to the 
contractor is properly utilised 
by him towards the fulfi1mcnt 
of the contract. 

The Committee see no reason 
why the Railway Board can 
not proceed against thei.contrac- 
tors who failed to supply C. I 
Sleepers for breach of 
contracts and claim suitable 
damages. 

The non-inclusion of the stipula- 
tion that the contractors should 
supply four tons of sleepers 
for every three tons of pig iron 
arranged by Government in 
the Contract agreements was 
a serious omission which rc- 
quires further examination by 
the Ministry. 

41 187 DO. The fact that m a i n  contractors 
had actually supplied the slee- 
pers in full quantity and the 
ddirulting ones had asked for 

Do. 

Do. 



extensions of the delivery pc- 
riods from time to time lead 
the Committee to apprehend 
that stocks were kept back 
with a view to taking advantage 
of the increase in price of 
scrap. It is unfortunate that 
the Railway Board did not 
assess the situation correctly 
and further that the refused 
to grant extension o tY time ap- 
plied for by the contractors in 
respect of old contracts. 




