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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
hy the Committee do present on their behalf this Seventy-Ninth 
Report of the Committee (Fifth Lok Sabha) on paragraphs relating 
to Railways operation, Expenditure etc. included in the Report of 
the Comptroller and Auditor General of India for the year 19710-71-
Union Government (Railways) . 

. 2. The Report of the Comptroller and Auditor General of India 
for the year 1970-71-Union Government (Railways) was laid on 
the Table on the 21st March, 1972. The Committee examined the 
paragraphs relating to Railways operation, Expenditure etc. includ-
ed in the Report of the Comptroller and Auditor General of India 
for the year 1970-71 on the 19th to 21st September, 1972. Written 
information in regard to these paragraphs was also obtained from the 
Ministry of Railways (Railway Board). 

3. The Committee considered and finalised this Report at their 
sitting held on the 21st March, 1973. Minutes of the sittings of the 
Committee from Part U· of the Report. 

4. A statement showing the summary of the main conclusions I 
recommendations of the Committee is appended to the Report (Ap-
pendix V). For facility of reference these have been printed in 
thick type in the body of the' Report. 

5. The Committee place on record their appreciation of the as-
sistance rendered to them in the examination of the various para-
graphs by the Comptroller and Auditor General of India. 

6. The Committee would also like to express their thanks to the 
Chairman and officers of the Railway Board for the cooperation ex-
tended by them in giving information to the Committee. 

NEW 'DELHI; 
March 21, 1973. 
Phalgu:rw. 3{)=-=--, =IS=94-;----;(=Sa-;ka,--:-).-

ERA. SEZHIYAN, 
Chairman, 

Public Accounts Committee. 

-Not printed (one cyclostyled copy laid on the Table of the HQuse and 
five copies placed in Parliament Library). 

( V ) I _ 
~. -. '.,. 

,~_ r" ....... _ .. ~..;.: 



,CHAPTER I 

COST OF OPERATION OF TRAINS 

Audit Paragraph 

1.1. The Administrative, Reforms Commission's Study Team on 
Railways, observed that the cost of operating a train kilometre is 
the surest index of economic working vide para 23 of Annexure 
XVII/19 of their Report on Railways (November, 1968). I The cost 
of operating a train kilometre for passenger and goods trains in' 
tespect of all the Railways for BG, MG and NG during the years 
1967-68 to 1970-71 as extracted from the statement No. 15 to the An-
nual Statistical Supplements to the Reports by the Railway Board 
on Indian Railways are given in Appendix I & II to this Report. The 
cost is increasing year after year. 

1.2. The Ministry of Railway (Railway Board) stated (December 
1971), "The increase in cost per train kilometre on most of the Rail-
ways closely approximates to tAle combtned escalation factor in: 
resE,.ect of cost of staff, fuel, stores, etc., as between 1967-68 and 
1970-71 which is of the order of 21 per cent. Where the cost per train 
kilometre is substantially higher than this percentage, a special in-
vestigation is called for". 

[Paragraph 10 of the Report of the C.&A.G. for the year 1970-71 on 
Railways]. 

1.3. While explaining the reasons for the increase in the. cost per 
train kilometre on all Rallways, the Railway Board have stated: 
"The steady increase in cost per train km. on all Railways is broadly 
explained by the fact that there has been an increase in the cost 
of staff, stores, fuel etc. the composite escalation factor for 1965-66 
to 1970-71 being 41 per cent." The combined escalation factor for 
the period from 1967-88 to 1970-71 has been estimated by the Rail-
way Board at 21 per cent. 



2 
lAo The tables below indicate the percentage increase or decrease 

in 1970-71 over 1967-68 in the cost of operating a passenger train 
kilometre and a goods train kilometre on the different railways: 

Percemage Increase or Decrease in 1970-71 over 1967-68 in the eost of operating a passenger 
train kilometre -----,,-_ .. N:t-B.G. M.G. 

Central 20 (-)23.6 33 
Eastern 20 14 
Northern 34 25 (-)20 

North Eastern 19 
Northeast Frontier (-) II 59'9 
Southern 19 12 (-)0'7 
South Central 12 27 13'5 
South Eastern 6 13 

Western 34 17'5 II 

Percentage increase or decr,ase in 1970071 OfJer 1967-68 i"the cost of operating a Goods Train 
kilometre . 

B.G. M.G. N.G. 

Central. 3 71 46 

Eastern . 23 4 

Northern 2 13 
North Eastern I2 

Northeast Frontier 54 28 166 

Southern 9 18 (-)0' 7 
South Central 31 39 36 
South Eastern 27 II 

Western 20 14 28 

1.5. From the above it is seen that the percentage of increase in 
the cost of operating a train kilometre varies from Railway to Rail-
way and all the increases in percentages do not exceed 21 per cent 
which has been indicated as an escalation factor. In lOme cases 
the percentage of increase in 1970-71 over 1967-68 is only marginal 
and in fact in some cases the cost of operating a train kilometre has 
actually gone down in 1970-71 as compared to 1967·68. 

1.6. The Committee enquired if the combined escalation factor 
(of rise in cost of stores, ~tatf etc.) was the main cause for increase 
in the cost of operating a train kilometre how could the Railway 
Board explain the decrease or negligible increase on certain Rail-
ways. In a written note, the Railway Board have stated: IIIt may 
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be pointed out that the cost per train kilometre is not an accurate 
index of the efficiency of Railways' performance~ since train kilo-
metres do not take into account the loads of trains, traffic density. 
average speeds, type of traction, etc. 

For statistical purposes, a 'train' is defined as 'an engine, tender 
and brake-van with one or more vehicles attached'. The composi-
tion of a train may thus vary widely from just an engine and brake-
van to a train with 70 or 80 vehicles. The index of cost per train 
kilometre ignores, in fact, certain fundamentals of railway opera-
tion, as can be seen from the following:-

(i) The changes in traction and modernisation have increased 
the payload of a train by making it possible to haul lon-
ger trains with increased tonnage. Thus, both the re-
venues as well as working expenses per train kilometre 
will increase and it will not be correct to examine the 
increase in the cost per train kilometre only, without 
correlating the same with the increased revenues obtain-
ed per train kilometre. 

(ii) It is acknowledged that diesel or electric traction is chea-
per than steam traction and progressively diesel and elec-
tric traction is being resorted to on the Indian Railways 
to cope with the heavy gaods traffic offering. But, in 
statistical calculations of the cost per train kilometre, a 
steam train kilometre is equated to a diesel or electric 
train kilometre, which again is not cOJ;l'e~t. The number 
of wagons in terms of 4-wheelers per goods train and the 
net weight per goods train in 1970-71 are given below for 
different tractions as an illustration:-

Loads of trains 
No. of Wllgons (in terms of 

4-wheelen) per train 
Net weight 
per train 

B.G. 
M.G. 

Steam Diesel Elcc. Steam Diesel Elee. 

48 6S 66 "9 810 8so 

39 SI '9 321 415 62S 

(iii) In respect Of passenger traffic also, the number of ~ehic1es 
pel' train is SUbstantially defferent for the different trac-
tions as given below (the figures relate to 1970-71):-

Nwnber of Vi:hicle~. per train 
(in 4-wheelers) 

-siam Diestl E lee. 

20 23 

19 22 
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with the progressive change of traction, the cost per train 
kilometre is, therefore, bound to increase, which does 
not and cannot mean inefficient operation. 

(iv) The cost of fuel per train kilometre is also bound to in-
crease with the increase in the loads of passenger and goods 
trains. This is an important factor to be considered, sinc~ 
the fuel bill comes to 20 per cent of the Railways expenses. 
So, the cost per train km. by itself will be an unrealistic in-
dex, if not properly correlated with the traction in use and 
with the load hauled. 

(v) To sum up, if the cost per train kilometre is taken as an 
index of the efficiency of operation, this will actually 
lead to paradoxical and curious results. For a proper 
and efficient use of our assets, including track and loco-
motive power, it is necessary to haul the maximum load 
possible by each train. With the rapid change-over to 
dieselisation and electirfication, the payload per train is 
increasing significantly. Hauling of increased payload 
will definitely result in an increase in working expenses 
per train, but this is more than compensated by increased 
earnings. As already stated, for each train, the cost per 
train kilometre has to be properly correlated with the re-
venue earned. If this position is not accepted, it will 
mean that for reducing the cost per train kilometre, the 
Railways should run each train with as small a payload 
as possible, which leads to a somewhat absurd situation. 

It will thus be clear that the cost per train kilometre is not 
a correct or accurate index. A more accurate index will 
be the cost per net tonne kilometre for goods operation 
and the cost per passenger kilometre for coaching traffic. 
But, since the coaching costing has not yet been done on 
the Railways, the next best index will be the cost per 
coaching vehicle kilometre. 

The unit costs per vehicle kilometre or net tonne kilometre 
consist of two elements, 'Viz., Fixed Costs and Variable-
Costs. Irrespective of the volume of traffic, the Fixed 
Costs have to be incurred. The Variable Costs also do 
not always vary peri palm with the traffic, especially on· 
sections which are working to capacity or heavily satu-
rated. 

The increases in the total cost and quantum of trafBc are not 
uniform on different Railways and diflerent gauges .. 
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Even the rate of increase in total expenses on the diffe-
rent railways is governed by several factors, such as the 
increase in the quantum of traffic, the changes in the 
mode of traction,. the extent of improvement in signalling. 
and other techniques, modernisation and automation of 
operations, etc., on the positive side. The efficient work-
ing of the Railways is also affected by vagaries of nature~ 
such as cyclenes, floods and breaches, which affect the 
different sections of the Railways in varying degrees for-
varying periods, labour troubles within the railways as 
well as in the industries served by the railways and such 
other happenings which are outside the control of Rail-
ways. Even the law and order situation has not been 
uniformly good in the different regions or in different 
years on the same Railway. 

Thus, factors such as variations in the rate of growth of tra-
ffic and in the operating conditions and characteristics. 
on the different Railways, contribute to the divergence 
in the rate of increase in unit costs on the different Rail-
ways." 

1.7. According to the Audit paragraph the Railway Board had 
stated that where the increases in the cost of operating a train kilo-
metre were substantially higher than the escalation factor of 21 per 
cent, a special investigation was called for. In reply to a question 
whether any investigation was made in those cases where the cost 
per train kilometre was substantially higher than 21 per cent. the 
Railway Board have stated: 

"It has been explained at length that the cost per train kilo-
metre is not a correct or accurate index for assessing the-
efficiency of individual Railways' performance. For this 
reason, no detailed investigation was made in those cases-
where the cost per train kilometre is substantially higher 
than 21 per cent. It may, however, be pointed out that 
taking all the Railways together. the increase in cost per-
train kilometre has not exceeded the limit of 21 per cent. 

Since a more accurate index for judging the Railways' per-
formance will be the cost per net tonne kilometrelvehicle 
kilometre, a broad analysis was made of the variations in 
the above statistics. . Taking the Indian Railways as a 
whole, the increase in unit cost per net tOlUle kilometre! 
vehicle kilometre has been well below the escalation limit 
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of 21 per cent. on all the three gauges. However, on in-
dividual railways and gauges, the costs have exceeded 
the 21 per cent. escalation mark, as follows:-

------------------------'- -_._ ... -_._---,- --_.- ,-"-

Broad gauge 

Metre gauge 

Cost per net tonne kilometre 

Eastern, N.F. & South 
Central 

Northern 

Cost per vehicle kilometre 
(coaching) 

Western 

Northern, North Eastern 
& South Central 

The reasons contributing to the increase in the unit costs in 
individual cases are discussed below, separately for goods 
and coaching traffic. It may be emphasized in this con-
text that wherever there is a fall in traffic carried, the 
unit costs tend to increase, in view of the fixed costs be-
ing spread over lesser units of output. 

B.G. (Goods) 

The increase in cost per tonne ~_ on the Eastern Railway is 
of the order of 24 per cent., on N.F. 544 per cent. and on 
South Central 36.3 per cent. 

In respect of Eastern and Northeast Frontier Railways there 
has been a drop in traffic levels as will be seen from the 
figures given below:-

Net tonne ms. 
(millioll8 ) 

Eastern Northeast --
Frontier 

18,907 1,050 

,The originating revenue traffic has fallen on Eastern Railway as 
follows:-

(Million toMeS) --------..;..;--'---------------------
1967-68 , , . 



It may also be pointed out that the N.F. Railway's tot)1 contri1:>u-
tion to B.G. Revenue traffic in terms of NTKMs is quite insignificant 
as indicated below:-

(in million) 
--- . __ ._-------_ .... _------_. 

South CentTal 

Net Tonne Idlrmetres ----.. --"----- ... _--_.--------
N.F. Rly. Total Percentage 
(B.G.) (B.G.) 

934 

860 0'94 

In respect of South Central Railway, the main factors contributing 
to the increase are: 

(a) Increase in wagon hire charges from 1-4-1968 W Rs. 7 per-
wagon day on the B.G. as against Rs. 2.50 during 1967-68. 
(The hire charges have subsequently been increll$ed to· 
Rs. 7.50 per wagon day from April 1971). This Railway 
does not own any B.G. wagons, as the ownership is gene-
rally based on facilities for maintenance. 

"(b) An additional expenditures of Rs. 1 crore towards. repairs 
and maintenance in 1970-71 had to be incurred on account 
of severe floods in May/June 1969 on the Grant Trunk 
·Route. 

~este1'n Railway B.G. (Coaching) 
B.G. (Coaching) 
Western Railway-Increase 28.1 per cent. 

On Western.Railway, there were heavy damages to track on ac-
count of floods and breaches in September 1970, involving an addi-· 
tional expenditure of over Rs. 1.35 crores in 1970-71 on restoration 
work. This also led to a loss of passenger traffic and reduction in 
vehicle lons. due to the cancellation of a number of trains in Sep-
tember and October, 1970. The vehicle kms. of non-suburban trains' 
have actually dropped from 321.9 million in 1969-'ro to 319.6 million 
in 1970-71. 
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Northern M.G. (Goods) 
M.G. (Goods) 

Northern Railway-Increase 29.4 per cent. 

The main reasons for the increase of 29.4 per cent over 19ti7-68 
were: 

(a)Tbe fall in Goods traffic which has come down from 1572.46 
million NTKMs to 1379.85 million NTKMs in 1970-'11, a drop 
of 12.25 per cent. The cost of operation has, on the other 
hand, gone up by 12.15 per cent. The lead has also fallen 
from 249 kms. in 1967-68 to 219 in 1970-71. Thus the rise 
in cost of NTKMs was occasioned by fall in traffic as well 
as shorter leads. 

S.C. Railway M.G. (Coaching) 

N.G. (Coaching) 

South Central-27.4 per cent. 

Taking the load of trains into consideration, vehicle kms. furnish 
'a better index of performance than train kms. The increase in the 
cost per vehicle km. on the M.G. of South Central Rallway is due to 
"progressively increasing share of expenditure booked under DRF and 
Pension Fund and practically no growth in vehicle kms. against the 
back-ground of increasing costs from year to year. The figures are as 
under: 

Vehicle kma. (000) 159,129 165,043 158,436 157ml 

Coaching COIti 1Dcludinl interest char-
lea (000 RI.) 8AO,52 10,24.82 10..41.70 10,48,00 

Northem and N.E. Railway M.G. (Coaching) 

.Northern-22.6 per cent. N. E. Railway 21.9 per cent. 

The increase in cost per vehicle km. in 1970-71 over 1967-68 on the 
Northern Railway (M.G.) is only of the order of 22.6 per cent and on 
N.E. Railway only of the order of 21.9 per cent. which are marginally 
higher than the justifiable limit of 21 per cent. These variations are 
-comparatively minor." 
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1.8. The Committee regret to note that the cost of operation of 
1rains is not scientifically ascertained and the increase from year to 
year analysed for exploring the rellS'ons and taking remedial mea-
sures. The percentage increase or decrease in the cost of operating 
a passenger train Km. in 1970-71 over 1967-68 varied between (+) 6 
and (+> 34 for B.G., (-) 23.6 and (+> 27 for M.G. and (-) 2() and 
(+ > 59.9 for N.G. in different Zonal Railways. The percentage vari-
adon in respect of goods train Km. was from (+) 2 to (+) 54 for 
B.G., <+) 12 to (+> 71 for M.G. and (-) 0.7 to (+> 166 for N.G. 
The Railway Board are unable to satisfactorily explain the wide 
variations against the combined escalation factor in respect of cost 
of staff, fuel, stores etc. as between 1967-68 and 1970-71 which is of 
the order of 21 per cent. They have contended that the cost per-train 
Km. is not a correct or accurate index. According to them the more 
accurate index will be the cost per net tonne Km. for goods opera-
tions and the cost per vehicle Km. for coaching traffic. A broad nna-
lysis on this basis has indicated Ithat taking the Indian Railways as 
a whole the increase in cost has been well below the escalation limit 
of 21 per cent 'on all the three gauges. However, the cost in respect 
of Broad Gauge and Metre Gauge in a number of Railways have ex-
ceeded the 2J per cent escalation mark. The Committee desire that 
1he proportion of the fixed cost and variable cost in respect of the 
cost of operation should be assessed and significant increase in vari-
able cost should be analysed for each Railways/Gauge so as to cont-
"1'01 the expenditure on Railways operation. An exercise of this kind 
-should be started from the next financial year. 



CHAPTER n 
IMPOSITION OF RESTRICTIONS ON BOOKING OF GOODS 

TRAFFIC 

Audit Paragraph 

2.1. Restrictions on booking of goods to specified stations or over-
specified sections were imposed by the Railway Administrati<>"n from 
time to time due to natural causes like breaches, accidents etc. and 
for other reasons such as accumulation of wagons at stations/sections, 
want of matching wagons for transhipment etc. As imposition of 
booking restrictions affects the earnings, such restrictions should be 
kept at inescapable minimum. The Railway Administration, how-
ever, imposed restrictions on account of other than natural causes 
on different spells exceeding five days each on seven sections in res-
pect of all goods traffic for 443 and 321 days during 1968-69 and 
1009-70 respectively. The Railway Administration stated that res-
trictions are imposed when absolutely necessary in order to prevent 
idling of wagons in loaded condition which iIll turn would result in 
financial loss. 

[paragraph 12 of the Report of the C. & A.G. for the year.1970-71 
on RailwaysJ 

2.2. The Committee desired to know the circumstances which 
necessitated imposition of restrictions on booking of goods traffic. 
A representative of the Railway Board explained during evidence: 
"Restrictions are imposed when the movement over a particular route-
or to a particular terminal is more than can be handled and a con-
gestion has occurred or is anticipated to occur on the basis of the 
flows of traffic which we come to know in the day to day check of 
the operating position. Then only we regulate the traffic, because 
if we do not, more wagons come than can be handled and they wilI 
idle and cause congestion in the yards. Then we stop booking and 
divert the loading or booking on alternative routp.s or to alternative-
destinations. The loss suffered by wagons being immobilised must 
be taken into consideration." 

2.3. In a note furnished to the Committee, the Railway Board have 
stated: "All operating restrictions are meant to regulate traffic in a 

10 
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manner that wagons do not get immobil1ted because of their finding 
way into sections or stati'ons. which, for any realODI, are unable to 
deal with them expeditiously. The disability of the section or sta-
tion may be caused either by factors, like acckNnta, floods and 
breaches,disturbed law and . order conditions or war (curfews and 
blackouts), labour trouble at transhipment points, strikes, or by sud-
den. sp\1rts of traffic, or by the traffic flowing regularly in excess of 
the section or terminal or transhipment capacity, all of which are 
unnatural mctors affecting Railway operations." 

2.4. ~ ~ring evia~nce' the: clrbrIti'ttee pOiJ{ted ~utthat restrictions 
have been imposed on booking of goods from Howrah station be-
cause the' trade failed to" take deliveries of their consignments. In 
this context the representative of the Railway Board stated: "That 
is another reason why restrictions have to be imposed. While the 
Pujas approach, it is the usual practice of trade not to take deli-
veries from the terminal, to delay removal and cause high prices in 
the town. They do not realise the repercussions on the Railways. If 
they do not remove the goods, I cannot bring more wagons there. 
That is why restriction has to be imposed." 

2.5. The Committee enquired how do the Railways distinguish 
between the natural reasons such as accidents, floods and breaches 
etc. which necessitate imposition of restrictions on the bookings and 
other reasons such as trade manipulations or connivance' of Railway 
employees which force the Railways to impose restrictions. The 
witness replied: "We know what is unavoidable and what is avoid-
able, If there is a flood or riot Or civil commotion or things like that, 
we can know that. There may be other reasons. Recently very 
large quantities of cement came into Delhi and it was not removed 
promptly. We approached the Delhi Administration and r believe 
they sent a magistrate to threaten the truck contractors that if they 
did not transport it, they would have to arrest them. So we came 
to know whether they are due to natural reasons or due to civil dis-
turbances or due to OUr own difficulties. Sometimes we have our 
own problems, an accident and things like that. When we feel that 
there are engineered reasons which are not justfftable we go to the 
press. If persuation fails, we approach the civil authorities for as-
sistance." 

2.6. Subsequently in a note on the subject the Railway Board have 
stated: 

" .... restrictiotions are imposed on account of factors which 
can all be considered as unnatural as they affect the rail-
way operations. It is, therefore, no appropriate to classify 

3670~2 
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. the caWleS as 'naturd' and 'unnatural'. Much less can we 
say aDout restrictions haviDgbeen due to 'engineered 
causes'. In any case, there is no eoDnivance of rail way 
employeee in the matter at all 

An operating restriction is imposed purely in the interest of 
railway operation to prevent immobiUsa\ion of wagons, 
whieh may OcellI' in case the trafllc Bow is not regulated by 
means of restrictions, where it tends to cause accumulation 
or congestion over a section or at a station. 'nle accumu-
lation may be caused by the 8emWne diftlculties of the trade 
or by a deliberate motivation of price manipulation. It is 
difficult for the railways to assess the motive and classify 
the cause accordingly. What is material to the railway is 
accumulation or congestion brought about by the failure 
of trade to release wagons or lift consignments from the 
railway iodowns." 
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2.0. From the above the following facts emerge: 

(i) The' number of total days restricted each year on varioUS' 
Zonal Railways varies between 224 days to 2784 days. 

(ii) In majority of cases restrictions were imposed for a period' 
of more than five days. However, the cases where restric·-
tions were imposed for a period of 5 days or less are equal--
ly numerous. 

(iii) As regards the reasons for the imposition of the restric-
tions, the accidents, breaches, law and order disturbances, 
strikes etc. which could be considered beyond the Rail· 
way's control constitute only a minor part of the total. 
Most of the restrictions have been imposed due to (i) 
Trade, (ii) congestion, (iii) transhipment and (iv) wagon 
control. 

2.9. Explaining the implications of various causes of restrictions" 
the Railway Board have stated: 

"Where the cause of restriction is attributed to 'trade' it means 
that the trade failed to release the wagons or failed to 
lift the consignments from the railway godowns .... 'Con-
gestion' means that the traffic exceeded the capacity of the' 
section or station. 'Transhipment' means that the restric-
tion is necessitated either because of limited transhipment 
capacity or limited transhipment performance caused by 
labour trouble or want of matching type of wagons of other 
gauge." 

2.10. Asked about the checks exercised to ensure that the traffic 
congestion pleaded by local officers was correct and based on genuine 
grounds, the representative of the Railway Board deposed: "There is 
a day to day check. itIs not only that a restriction is imposed when 
a congestion has occurred but in some cases of important routes and' 
terminals even when it is apprehended, because we watch the Bow 
of traffic." The witness added: "We have daily check at the head-
quarters of each railway. We know the number of wagons loaded on 
the previous day, the number of wagons moving on each section, 

_ the number of wagons arriving at important terminals. So we come-
to know exactly where congestion has occurred or is likely to occur 
in the next day or two." 

2.11. The Committee desired to know whether in most of the cases 
restrictions' were imposed becauae the trafftc has outstripped the line-
capacity. To this a representative of the Railway Board 'replied: 
"Where there are repeated indications that the line capacity or ter-
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lDlinal capacity has been outstripped, then we lay down as a long 
.term measure certain quotas for different railways and. take- .tteps 
to augment capacity. In other cases due to temporary spurts or 

.spasmodic movement or due to temporary impedimenta like acci-
.dent, floods etc. there may be congestion. This can occur also due 
to a sudden infiux of traffic." 

2.12. The Chairman, Railway Board observed in this connection 
that "this is a point which is continuously watched and works are 
.sanctioned from time to time so that the bottlenecks are removed." 

2.13. The procedure followed by the Zonal Railways in the matter 
of imposition of restrictions on bookings has been explained by the 
Railway Board in a written n.ote as under: 

"The Operating Officers of the Divisions daily get the figures 
of wagons moving in different directions and for major 
goods sheds, which enables them to know the trends of 
traffic and also enables them to regulate it· as necessary 
so as to avoid congestions at any point or points and the 
resultant immobilisation of wagons." 

. "The decision to impose restrictions is taken at the level of 
Divisional Officers who carefully analyse the trend and 
flow of traffic and when such restrictions pertain to inter-
railway traffic, the matter is tackled at the Headquarters 
level who impose necessary restrictions. The Transporta-
tion Directorate in the Board's office is kept advised of 
important inter-Railway restrictions." 

2.14. The Committee were also informed d\lring evidence that all 
;restrictions on booking of goods traffic for more than 5 days were 
.reported to the Railway Board. However, restrictions for less than 
5 days were not directly reported to the Board. Explaining the 
.checks exercised by the Railway Board in this regard, a representa-
tive of the Railway Board stated: "We would come to know about it. 
When we watch the daily position, we will know the number of 
wagons accumulated on a particular route, at a particular terminal. 
We have daily telephonic conversations. We have got separate tele-
phones lines for that on certain routes. I have get a special officer 
.who is in touch with all the railways. He will know how many 
wagons have moved; how many trains have moved and all that. If 
he finds that wagon movement is slow or the wagons have not moved, 
he will come to know about it. We have got information about aU 
.the railways. 
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To give you an example of an area, with which you are famI-
liar, if accumulation occurs at Vallabh Vidya Nagar where traffic 1S" 
increasing because some industries have come up in that area, the' 
Western Railway will know it. What happens is, materials and 
goods come, from distant places' via Anand. When aceumulatiOtl' 
occurs a Division of the Western Railway has to take action to re-o 
gulate the traffic there. We do not and should not get all the detail-
ed information here. In fact, the different railways are fretting and 
fuming as to why the Railway Board is collecting so much informa-
tion about wagon movement from day to day, when really they are 
fully responsible for day to day operation and regulation of traffic. 
Railway Board does not and cannot take over the functions of the 
Zonal Railways." 

2.15. The Committee pOinted out that in order to have an idea 
about the number of times restrictions were imposed for less than-
5 days and to ensure that the discretion allowed to the divisional 
officers in this behalf was properly applied, the Railway Board should 
occasionally collect the relevant information and analyse the same. 
The representative of the Railway Board stated: "We will make a 
random analysis as suggested by you." 

2.16. The Committee enquired how, in the absence of a Central 
Co-ordination Agency, was it ensured that no restrictions were im-
posed for destinations or via on other Railways where the capacity of 
the sections/marshalling yards/interchange points was already under-
utilised. In a written note, the Railway Board stated: 

Ii .. ~ , 

' .. , ·restrictions are imposed by a Railway when there is a 
'congestion' caused either at terminals, where loading and 
unloading takes place or, on a particular route where the 
flow of traffic is disturbed or when there is an unusual 
spurt causing pressure over the route more than it can 
normally handle. The senior officers on the Railways 
either on the Divisions or at the Headquarters, are the 
persons who are most competent to impose such a restric-
tion that would give the desired relief. Restrictions are 
imposed sometimes partially for certain commodities for 
certain terminals which may be heavy or over particular 
sections or routes, etc., depending on the situation, which 
can best be judged by the ofticers on the spot. When such 
restrictions are imposed, the contiguous Railway or the-
Division, as the case may be, automatically regulates 
loading to those points and utilises the wagon capacity for 
moving other traftic, thereby avoiding wastage of transport 
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and loss of revenue and also the adverse effects on the 
overall economy of the country. In the imposition of such 
restrictions, there 11 no necessity to have a central con-
trolling agency. Imposition of a restriction is a self-cor-
rective mechanian and. the railway transportation oftlcers 
are fully trained to utilise this device at the appropriate 
time and for the appropriate duration. The day to day 
operation is fully the responsibility of the Zonal Railways. 
However, the Railways keep the Transportation Director-
ate of the Railway Board advised of important restrictions." 

2.17. The Committee desired to know how the Railway Board en-
sured that restrictions imposed by the individual railways were un-
avoidable. In reply, the Railway Board have stated as under:-

"A restriction is imposed only at the level of Divisional Officers. 
It is the function of these officers to' keep watch on the trend and 
flow of traffic so that in case wagons tend to accumulate at a station 
or over a section, prompt steps are taken to prevent further accumu-
lation so that wagons do not stagnate for want of free mobility. For 
this purpose, the officers get the daily figures of traffic arriving at 
major stations and Bowing into important directions. In case of 
overflow of traffic, steps are first taken to increase the dealing capa-
city, if possible, by immediate measures like increasing frequency 
of placement of wagons, if necessary, by provisions of an additional 
engine or with better co-ordination and help of trade or by increase-
ing the level of supervision. Only when such measures are either 
not possible or are found inadequate that the traffic is regulated by 
means of restrictions so that the flow corresponds with the dealing 
capacity. 

Good care is exercised by the officers to ensure that the restric-
tions are neither too restrictive nor too prolonged. M~y a time only 
a particular commodity is restricted. Even where a general restric-
tion is imposed, essential commodities like food-grains or high re-
venue-earning commodities are exempted from the scope of restric-
tion. Similarly, the period of restriction 15 limited to the minimum 
so that the period of accumulation is tided over. 

Restrictions are never imposed except when such restrictions are 
unavoidabll!. If, r~trictions are'not imposed when operating con-
ditions warrant such restrictions, the drily resUlt would be large-
scale stagnation and immobilisation at. wagons causing loss of ~ 
venue, wastage of resources and detriment to the overall economY' of 
the country.'" 
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2.18. In another note th~ Railway Board have stated: 

"This Ministry is satisfied that restrictions when imposed do not 
result in .under-utilisation of wagons. On the other hand. any failures 
to impose a restriction when requil:ed, "LWill result in stagnation of 
wagons which could otherwise have been utilised on sections where 
operational difficulties are not present, at the time when such 
difficulties, crOpped up on other sections necessitating regulation of 
traffic. It is once again emphasised that restrictions are imposed 
only when the trends of traffic indicate accumulation or congestion 
on certain sections or points and when the executive authorities are 

"'satisfied that any further inflow of traffic to these sections or points 
would only result in stagnation of wagons. Such stagnation will 
only result in wastage of resources, loss of revenue to the railway 
administration and adverse effects on the overall economy of the 
country." 

2.19. Imposition of restrictions on booking of goods traffic for 
whatever reasons affects eamings. The Committee note that on six 
Zonal Railways restrictions were imposed in various stations /sections 
during 1968-69 and 1969-70 for a total period of 12,367 days all of 
which were not due to natural causes such as breaches, accidents 
etc. More than 77 per cent of the restrictions were reported to be 
due to traffic exceeding the capacity of the section/station, limited 
transhipment capacity or performance, wagon difficulties, failure of 
trade etc. It is indeed ironical that at a time when the Railways are 
in desperate need to attract additional traMc, lIuch large-scale res-
trictions should be imposed most of which could well have been 
avoided. This is bound to divert even the present traffic offerings 
to road and it will be diffcult to retrieve the traftic once lost to road. 
The Committee would, therefore, suggest that after analysing the 
position critic;al1y the Rallways should take suitable remedial mea-
sures to ensure tlaat the restrictions are reduced to the inescapable 
minimum. 

2.20 The accumulations/congestions necessitating restrictions for 
booking caused by deliberate motivation of priee maalpulation by 
trade is disturbinc to the Committee. Such att80lph should be 
efteetively disco1ll'8led in concert with civil authorities. Further, 
the Committee would sugcert that the feasibility of 10werinC the 
free time allowe4 for clearing of wagon loads and making the levy 

"of wharfages and demurrages m~ stringent should "be enmined to 
deter .. ore electively unnecessary hold-ups. 

2.m. What worries the Committee more is the admitted lack of 
eapacity of Railways to handle the treBlc which can only be 
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-attributed to unplanned capital investments on Railways so far. A 
systematic study of restrictions imposed for lack of capacity in 
stationsisections and transhipment points should serve as a guide 
for taking up the essential works· for execution on a priority basiS 
to remove these bottlenecks. The action taken in this regard may 
be reported ,to the Committee. 

2.22. Restriction on account of wagon difficulties is obviously 1In-

justified. This may be partly due to delay in putting right the sick 
or damaged wagons or delay in wagon tum-round. Quick repairs 
to the wagons and quicker tum-round of wagons will certainly ease 
'the position to a large extent. No slackness in tbis regard should 
be viewed with leniency. Further the Railways should realistically 
assess the future requirements of various types of wagons and take 
steps to improve the position of wagon availability. 

2.23. Another aspect which the Committee would like to stress 
is the need for a centralised control and watch of restrictions imposed 
by the Zonal Railways from time to time. At present only the 
restrictions placed beyond 5 days on each occasion are simultaneously 
reported to the Railway Board. However, out of 12,367 days of res-
triction imposed during 1,968-69 and 1969·70 those for 5 days and 
less on each occasion totalled upto 2,415 days. It is, therefore, 
necessary that the Railway Board get the detail of such restrictions 
also periodically and make a random check to find out how far 
these were justified and what remedial measures are necessary to 
tide over the difficulties. The Committee bope that such a review 
.and random check will be introduced forthwith. 



CHAPTER m 
RECElPT, ISSUE AND CUSTODY OF COAL 

Missing and Unoonn.ected coal wagons 

Audit Paragraph: 
3.1. In para 16 of the Aud1t Report (Ra1lways) , 1965, mention waS' 

made about the heavy incidence of missing and unconnected coal 
wagons on the Railways. In evidence before the Public Accounts 
Committee, the Ministry of Railways (Railway Board) stated that the 
position was expected to improve with the introduction of the new 
procedure of machine linking. The mechanised procedure of linking 
missing and unconnected coal wagons was introduced on the Railways 
from August, 1966. There has, however, been no improvement in the-
position of missing and unconnected coal wagons and the percentage" 
of missing wagons to the total number of wagons booked continues to 
be high on the Railways. Under the revised procedure of mechanical 
linking it was envisaged that the outstandings in respect' of missing 
wagons would be cleared within a period of eight months and in no 
case it would be allowed to remain outstanding under the suspense 
head "Purchases (Coal)" for over a year. It has, however, been noti-
ced that in all Railways heavy outstandings over one year old in res-
pect of missing and unconnected coal wagons remained uncleared as 
indicated below: 

Railways 

Northern 
Eastern 
Southern 
Central 
South Central 
We8tern 
Northeast Frontier 
North Eastern 
South Eastern 

TOTAL 

PURCHASES (COAL) 

Over one year old u Total balance a8 on 
on 31-3-1971 31-3-1971 

DR. CR. DR. CR 
1,82,240483 18,250467 3,17.37,560 1049.760465 

19,87,003 85,83>428 1.55.800444 2.85,55,232 
3.12,87,687 2,99,1I,297 4,10.35,157 4,04.62,717 
2,31.94,000 2,81,67,000 4,23.94,000 S >44, 19,000 
2044.17,533 2.06,n,068 3,87,35,127 3.65,2S,2S8 
1,79,270409 I,S7,85,223 4,82,90,175 4049.93,S66 
2,02,91,366 1,39,96,826 2,82,82,947 2.27,63,814 
2,24,04,092 J,9O,24,172 3,54,oSo4lI 3.19,60,30 4 

69,S7,ooo 64,55,000 1041,98,000 1,60,08,000 

16,66,9O,S73 14,43,S90481 29,S6,S8,821 29,06,64,356 

20 
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3.2. The Ministry of Railways have stated that the matter is under· 
examination, 

[Paragraph 14 of the Report of the C&AG for the year 1970-71 OD' 
Railways] 

3.3. The Committee understand from Audit that "Payment for 
coal supplied by various collieries to the Railways are made in ad-
vance of the receipt of coal on the basis of desoatch intimation 
received from the colliery base stations. Unconn~cted coal wagons 
are also received at locos sheds, All transactions relating to payment 
and receipt of coal are in the first instance placed under a suspense 
head "Purchases-coal", Subsequently, with reference to the coal 
actually received at the various distribution and consumption 
centres, a reconciliation is effected and the items of debits and credits· 
in the suspense head cleared. The unlinked items represent either 
the value of missing coal wagons in respect of which payments had 
already been made by debit to "Purchases- Coal" or the value of 
unconnected coal wagons received at the consumption points and-
accounted for by the sheds and under Purchases-coal by credit but 
not paid for." 

3.4. The table below given the postion of unlinked debits and 
credits on all Railways: 

(In lakhs of Rs,) 

As at the end of year One year outstanding Total Balance 

Debits Credits Debits Credits 

1963-64 4,43' 3 4,04'8 8>40' 9 10,IS' 3 

1968-69 11,27'4 10,02' 2 25.43'7 24,89'9 

1969-70 13>43'1 11,37' 6 26,18' 9 24,69'0 

1970-71 16,16'9 14>43'6 29,S6'6 29,06'6 

3.5. From the above it is seen that the. position of unlinked debits· 
and credits has deteriorated from year to year. During evidence the 
Committee enquired about the reasons for the deterioration in the 
position of unlinked debits and credits even after the introduction of 
mechanised procedure in 1966, which was expected to bring improve-
ment. The Financial Commissioner for Railways stated: ''1 am' 
afraid. the position is not at all satisfactory, We have been ourselves 
"Ifry much concerned about this matter. Personally I find that the 
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.more I look into it, the more unsatisfactory the situation is. Be-
cause, it was hoped that with mechanisation everything would be all 
right. So, the care and trouble taken in manual linking up was given 
up because it was assumed that the mechanisation of accounts will 

.be a panacea for all ills. AJJ you have observed, these credits and 
.debits almost equal and they will be adjusted accordingly. 

The difficulty has been that documentation has not been very 
; satisfactory. Particularly in the last two or three years, due to 
very low stocks of loco coal, we had to divert wagons intended for 
one station to another, both within the railways and from one rail-
'ways to another. Filling up the returns and registers and docu-
·mentation were not done fully on all such occasions. It will take 
some time to resolve this matter. As you have rightly said, sir, 
'everybody thinks that as the credits and debits balances, We need 
not worry. But we thought, a study in the various loco sheds, at 
the various diversion points and in the collieries where loading is 
done should be undertaken in detail. So. we asked all the Railways 
10 depute a team of four officers, one Efficiency Officer, One Work 
Study officer, one Mechanical Engineer and one Accounts Officer along 
with inspectors to go and make a study in detail. We have got some 
:preliminary reports from the Central Railway. We had asked them 
to study all the coal wagons despatched from collieries from October, 
1971 to March, 1972., that is, over a six months period. The preli-
minary reports received from the Central Railway indicates that even 
after a 1m of effort, they have not been able to trace about 2 per cent 

.of wagons. 

The total number of wagons programmed during that period was 
19,759. 12,644 wagons were actually loaded. They traced 7,362 
wagons which actually reached the destination. That is, in respect 
of 58 per cent wagons, as programmed, there was no mishap and 

. they reached the destination. 5,282 wagons was the difference bet-
ween wagons loaded by collieries and wagons which reached desti-
-nation, as per their original programme. Out of 5,282 wagons, they 
were able to find 1635 wagons, that is, 13 per cent, which were reo 
ceived by other loco sheds in the Central Railway. That is accounted 
'for. Then, they found that 3,438 wagons or 27 per cent had been 
diverted to other 1taflways. After all this, about 2 per cent, that is. 
~209 wagons have not been traced by them till the date of the report 
'that we have received from them. That is about a month ago. The 
"team is still trying to trace them. 

A similar study bas been made in Northern Railway. They were 
__ ked to study it -fer six months. They have given a report for the 
oftrst three months. They found that 1 per cent of wagons were 
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missing. Even if we take 1 per cent of wagons as missing, it is a·, 
matter of some concern." 

3.6. The witness further added: "The point is that what has put 
us in a false sense of complacency is that credits and debits have-
been balancing. As has been explained in the Audit Para, whenever 
we get unconnected wagons, we take a credit. What has happened 
is that some of these wagons have been diverted from one loco shed· 
to another loco shed but documents have not been received in time 
or not received at all. Now, since credits and debits have been 
balancing, they said, "All right; they are only unconnected wagons."-
This has put us in a false sense of complacency." 

3.7 The Committee pointed out that in evidence before them in 
1965-66, it had been stated that against the figure of 7.5 per cent for 
1962-63 the percentage of missing coal wagons had come down to 
2.5 per cent for 1964-65. Asked as to the Percentage of missing coal, 
wagons in relation to total loco coal loading in subsequent years, t.he 
Railway Board have in a note stated: ' 

"The percentages for the years 1965-66 onwards are worked-out 
on comparable basis, to be as under as against the figure of 7.5 per 
cent for 1962-63 and 2.5 per cent for 1964-65 reported in evidence-
before the P. A. C. (1965-66):-

1965-66 4'2 % 

1966-67 7'1% 

1967-68 7'3% 

1968-69 6·6% 

1969-70 7'4% 

1970-71 8'8%" 
In this connection the Financial Commissioner for Railways 

stated during evidence: "The Public Accounts Committee went inw-
this matter in 1965-66. The percentage was supposed . to be 2i. In 
fact, the percentage is rather high; it will be say, 6.8 per cent, ... 
I have some doubts about the figure. It should be rather a high· 
figure." 

3.9. As regards the measures taken to remedy the situation, the 
Financial Commissioner for Railways informed the Committee that: 
"We have already formed teams for each of the Railways. We will' 
have a cell here. The previous Minister had constituted a Committee 
under the Chairmanship of the Deputy Minister himself. Member 
(Mechanical) and Member (Transportation) as Members. We had" 
two or three meetings. We' are looking into the, matter. I do not 
want to give any rosy picture about it. The situation is diSturbing .. 
Though credits are there, we have to go to the root of the matter." 



3.10. The Financial Commissioner for Railways further added: 
"We have already taken some steps. No coal wagon would be 
diverted without the permission of the Joint Director (Mechanical 
,Engineering) of the Railway Board or the Joint Director (Trans-
.portati-on) if it is for operational reasons. Suppose a wagon gets 
sick. It has to be detached. But we want to follow it up. An in-
timation will be made to the Railway Board as well as to the con-
cerned Railways so that we will follow the movements of the de-
taohed wagon. We have devised certain procedure; we have 
strengthened documentation. As soon as a' diversion is made, a 
report will be made to the Railway Board." 

3.11. The Committee desired to know the reasons for diversion 
of coal wagons from one Railway to another. To this the Financial 
Commissioner for Railways replied: 

"It is because of the coal movement difficulties in the eastern 
area, our coal leading to loco sheds also suffered. I have got a 

. statement with me showing the week by week stock position. The, 
actual loco coal stock in the loco sheds came to about 3.9 days or 
so for the Railways as a whole. It came to 3.5 days during some 
months. In respect of certain railways, it was 2 ' days stock and 
even 1 day stock. That means certain loco sheds had no stock at 
all. Because we could not afford to stop the running of the trains, 
if we found Northern Railway was better off, we diverted the coal 
meant for them to Central Railway. Sometimes, loco coal is divert-
ed to industry. For instance, certain industries were in danger of 
closing down in Ahmedabad for want of coal. So, we diverted loco 

.coal to Ahmedabad. Similarly, Western Railway coal was diverted to 
some other Railway. Like that, diversions were taking place." 

3.12. The Committee Wefi! informed that accordtRg to the Cen-
tral Railway Study Team nearly 27 per cent of the coal wagons are 
diverted. to other Railwayt. Asked whether diversion of coal 

'wagons was the main caule for a higher percentage of unconnected 
and missing wagons, the Financial Cbmmissioner for Railways 
stated that the decumentation system had broken down and this 
was the root cause. He added "We have seen from the South 
~stern Railway Study Team Report as well as independently that 

. 25 per cent wagon- in the miaing list are due to bad documenta-
. tion!' 

3.13 As regards the measures taken to improve the decumenta-
iion syatexn, the Fillancie1 Commislioner for Railways .tated: 

'''Documentation which you sir, have emphasised ia very important. 
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We hav~ issued instructions but personally I am of the view that 
the documentation that we have suggested is a little too complicat-
ed and we will try to make it simpler and easier because the people 
working in the yard cannot be filling in a very complicated forms. 
The more complicated the form is, the less likelihood of these being 
completely filled. Transit points also we want to improve. As I 
said, studies have been made and various suggestions have been 
made but we do not want to adopt a whole series of unworkable 
formula. 

I can tell you that one of the suggestions made is that we must 
have labels of different colours. We know, working in Govern-
ment offices, how difficult it is to get even the minimum stationery. 
Now to get labels of different colours and distribute it to all load-
ing and diversion points. The likelihood will be that they will use 
the wrong colour. The intention is good. That is by seeing the 
colour of the label we can say where it is to go. But,. knowing the 
difficulties in the supply of stationery we do not think we can 
supply all the points especially with the requisite number of labels 
of different colours. So, there is no point in enthusiastically adopt-
ing all these suggestions. 

So, a very thorough study has already been embarked upon and I 
hope within the next three to four months we will be able to put 
the whole thing on a satisfactory footing." 

3.14. The Committee called for information relating to the ex-
tent of payment of compensation to private parties on account of 
missing wagons during the years 1968-69, 1969-70 and lQ70-71 and 
the percentage of such missing wagons to total loading for private 
parties. The Railway Board have furnished the following 
figures: 

Year 

1968-69 

1969-10 

1970-71 '.-

Compcmation 
paid on Public 

coal 

(in Jakhs of RI.) 

sa'53 

75'93 
'fe>' II 

Approxi1Nte 
percentap of coal 
WIIOft8 on which 
~ODWU =. total co· 1 

, - for public 

Penalt 

0'2 

0'2 

0'] 
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3.15. Referring to the figures given in the Audit paragraph of 
missing and unconnected coal wagons remaining uncleared, the 
Committee enquired whether the debits and credits were correctly' 
shown. To this the Financial Commissioner for Railways re-
plied: 

"The Rules require that whatever amount remains under debit' 
after eight months should be written oft as loss and whatever' 
amount is on the credit should be taken as earnings. These ad~ 
justments were not done because they thought that if we wait for a 
little time it will be resolved. Therefore, the difference that you 
are seeing is the result of one year. But the point you have. in mind 
is also relevant. The compensation paid to the private parties 
must have 'come to us on the credit side; I am going into this and I 
can assure you that in the next six months we will bring in a pro-
per system to avoid this." 

3.16. Subsequently in a written note on the subject, the Rail-
way Board have stated: 

\ 

"Under the revised procedure of mechanical linking, it is en-
visaged that the outstanding Debits under "Purchases-Coal" in res-
pect of missing loco coal wagons should be cleared within a period 
of eight months to final head under "Revenue Expenditure-Abs-
tract E" as payment for compensation for loss of consignments 
where the Commercial Department is unable to trace the same. 
Similarly, outstanding credits under "Purchases-Coal" in respect 
of unconnected Loco Coal Wagons where the source of receipt does 
not become available, should be cleared to "Earnings-Abstract ZIt 
through "Stock adjustment Account". The outstanding debits/ 
credits were not cleared within the prescribed time limit as there' 
was still scope to link some of the residual items of debits with the 
corresponding credits. For instance, out of the over one year old 
balances under "Purchases-Coal" as on 31st March, 1971 which· 
amounted to Rs. 16.67 crares, a sum of Rs. 3.51 crores could be 
cleared by further linking by end of June, 1972. Thus, in practice, 
recourse to clear the outstanding items of debits under "Purchas-
es-Coal" is taken only when there is !lQ' more scope left to link any 
further items with credits." 

3.17 The Committee are coneemed over the unprecedented in-· 
crease in the missing and unconnected COllI wagons on the Railways 
during 1970-71. The value of the missing coal debited to the sus- .I 

peue head Is Be. 29.57 CJ'OII'es and that of the unconnected coar 
eredited to the head II Be. 29.M crorel as OD 31st March, 1.71. These-
rem_ell to be recoDdled and ehargetl to proper heads of aecountl~ 
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The Committee had oeeuiOD to examine the p08itioa earlier and 
they were informed that the pcIIIition was expected to improve with 
the introduction of the new mechanised procedure of liDking of 
miMing and uncOD.lleCted coal wagons. The meehinsed procedure 
introduced from Au(USt, 1966 which was thought of as a panacea 
for all iUs had let down badly the Railways in that tbe percentage 
of missing coal wagons in relation to the total loeo eoal loading 
which was 4.2 in 1965-66 jumped to 7.1 in the subsequent year and 
further increased to 8.8 in 1970-71. According to the Railways own 
admission the documentation system had broken down. However, 
a thorough study is stated to have been already embarked upon. 
The Committee cannot too strongly stress tbat the dGeumentation 
system should be put on a satisfactory footing without further delay 
As heavy suspense ltalances, apart from revealing highly inefficient 
book-keeping, vitiate Parliamentary financial contl-ol over expendi-
tUre which should be scrupulously avoided, the Committee would 
urge that the position should be improved without further delay. 

3.18. The Committee find that the debit and credit balances being 
nearly equal there is a false sense of complaieency. In this connec· 
tion the Committee wish to observe that there is a need to ensure 
the accuracy of the figures especially those relating to credits as the 
possibility of the wagons in respect of which coatpensation was paid 
to private parties being accounted for as unlinked loco eoal wagons 
could not be ruled out. The Railways have paid compensation on 
miss~ private coal wagons to the tune of as. 90.11 lakhs Iduring 
1970-71. The Committee expect that there ought to 1te a thorough 
cheek otI. the position. in this regard. 

Eastern Railway-Excessive c0118umption of Fuel 

Audit Paragraph 

3.19. To exercise control over excessive consumption of fuel by the 
Railways, trip rations i.e. target of consumption of fuel for each sec-
tion over the railway, for each type of locomotive and service, are 
fixed. The Railway Board in April, 1968 advised to the Raflways 
certain guiding principles to be followed in the fixation of such tar-
gets. Subsequently in April, 1969, the Railway Board also impressed 
upon the Railways the importance of fixation of the trip rations on 
realistic basis. 

3.20. The trip rations for various services of both steam locomo-
tives and diesel locomot~ves were fixed by the Railway Administra-
tion. A review of the actual consumption of fuel by the steam loco-
motives during the calendar years 1969 and 1970, revealed excess con-
sumption of coal over the targets as 2.98 lakh tonnes involving an 
3670 LS-3. 
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extrae;qH!adffftll'e<of :Rs~l98.12"ltlkhs. An;~al",sfsirlaae. by the RSn. 
way A:dmiMsttation te'Vealed'that 1't1iile '~.! per" cent of 'the' ekces-
sive e~ptionWas 'attribUtable"fo' ·'d~tion to :ti'ains", "inferior 
qua1ityof coa:!"; "alarm ~hainpulling","dut of course stoppitge" and 
"loea time made up", 54;8 per cent of the excessive consumption was 
due to umismanageinentby crew", "defective maintenance of 
Engines" and "Pilferage from tender". A review of the actual cdn-
sumption of fUel by diesel locomotives during the same period also 
revealed excessive consumption of 12.74 lakh litres of H.8.D. Oil, 
involving an extra expenditUre of Rs. 9.41 lakhs. 

3.21. The Railway;A:dmiriiStratfcm'sta'ted that trip rations were in-
tended as a target to be achieved by a good locomotive with a ~od 
crew, and mda.y to' 'dny operation "there were number of uncertain 
tactors. It was also '$tatedthlit the'~ employed on steam traction 
Were less etrIdent asFltlore eiperien&~ stMf had gone over to diesel 
and electrlc lrKIe. It'Was :also stated that the Railway Board have 
ordered a ~aljnvestisati~ into, this case. 

{pa'ta~h 71 'ot''tfnel~rtofCOm'ptrdl~r & Auditor General 
,"'n 'lof'riidia 'fbr! the yell" 1970~71 on Railways] 

'.}/, . 
3.2!. THe iCriifflffittee ~re frifori'lieCi tha.t~essive COllsUmptiOn 

~~t;::=:a~~~i~E:~~~:fos~!:e'::~::~ ~~:~ 
the'Rall~ Bo~M htfi.e'stiffM: 

,,'1, 1 ~ " r~i ,!, "~.,,:' "'. ~.)'r.::,,~. 

"Collection of information of lvariation,i0fl1iciual 'fuel cdnsumption 
over trip ration for all Railways and for the entire period reviewed 
by Audit in Para 7l,will be' a colossal task'lnvol~rig extensive labour 
and lot of expense. It is therefore, proposed to have a sample survey 
conducted for five major loco sheds on different Railways for one 
month (November, 1971). Zonal Railways have been asked to fUrtush 
the infonnatiOn and this 'shall be intimated in due course." , 

3.23.' The" Comttlittee destred to know the reasons for excess con;'; 
sl1mption of fu1d oVer ;thetrip rations.' In a note, the Railway Board 
have stated:' 

, , 
"A steam locomotive consumes coal even when it i~ stationaI:y. 

Any detention or out of course stoppages, therefore, increase con-
sumpticmfof fuel.' The folloMhg-are some ofihe uneerW,in factors 
IWhieh give rise to e:itcess cOnsuriiptfon: - ; " . 

(i) .;~tentiow;';ou~ide s~i~ for reception line. 

;(ii) Waiting at Iitationsfor line clear. ' 



, ~ -'(iiipPttlltng 6f al&mi chains ',bY¢'ttl1sert!antsetc . .-:.A single tt$ 
.: ~ ", 'a1!ecteQ th.ug,riray'tliiOW' seV6toiher'tratn.s ~ut o.f ~. 

,J' (iv) Hours On road.' ' ., ~.',. -, .. 

·, 

(v) Accid~nts. and cattle run~ver. 
(vi) Load of the train. 
(vii) Eng1neeririg speed ~restrictidn~. 

.. '~. 

(viii) Coridition of weather. 
, ... ' :.\.., , ... ~ '~I t. '. ':. 'I',~. ~ 

(ix) Wind pressures. - \. -
, j 

(x) Wet or dry coal, coking or non-coking",quality, ~ade and 
size of coal. ' 

< ,~' 4:)/1ii) 'Haut~f?f loaded or empty wagons. 

I;' 

'-1. 

r 

,(xii), Proporti~n,of_covered or open W~gODS. 
(..,ui) :Nwnbel' .pf, Box' type wagons; Bog'Jiirr or f6ur-wheelers. 
(xiv) Cotidftion'of brake' gear. ef~: ' 
~y Visibility, .., ' 

(xyi) ,~ec~~,¢clU Iettie of loc~Bve. 
(~vU) Condition of boiler., 

'J(Jxviii)' Amouht of shunti~g perfotM~' ert~ro~." 
~~i' '~ .~'l . " ',,-./ 

3.24. In another n~ tae:~,.,ay 'a~d' hav.~~ted: 
. " ~. • ~ ? 

"f' " , • .... 

"There are a large number of uncertain factors which equally 
affect the consumption .of, liSD ,oil .on locos. The more ' experienced -" .' , - '" ' -
staff of steam went over, to Diesel. ,where they. were new and .less ex-

-,pe.ri~bR~d.~.. " , ,-,,'.. ' f; !",' ' . 

• , 3.25, i~l8ining the tati~nale' behYtd~ __ ~he. fixation.: of trip rations, 
the Railway Board have stated: 

"F~a~ion of trip'l'liltions is only one of the means artdmethod for 
controlling fuel consumption on Railways. Trip rations is like a tar-
get to watch performance. As is generally the case, tatgets fixed are 

-sightly, tigbter,1ilan '. the' ,qe.t 'perfo~"ail~ '. are intend~d to act as 
a psychological incentive'10 'better preVious peifcmnance. Target is 
something whic,h one, str),ves to achi,eve and more often, than may 

"hot be able toacbieve. , Fuel. conswnptic;>n over the target of trip 
-ration may be Joosely terlll~d as, exc~ssive ~~UlI\Ption for purposes 
:~f recQf,ding .bd;1:5a~~t)f treated as::~ '10$5'," .:i~ " 

'; f ,'" 

3.26, In another 'note, 'tfie RMlwayBoard have stated: 

." \0 "Tb,e aq~qal eonsumption of fuel during a trip is inliueneed by the 
Jii,rjous op~ating cojUiitioDS)Iqw.ailin£~g the trip. If after mak-
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ably heavy ,in fuel consumption 88 compared to the target of trip 
ration, suitable action is taken against him. Under the circumstan-
ces, the actual consumption of fuel on a Railway system can never b~ 
exactly equal to the trip rations for various services." 

3.27. According to Audit the analysis on the Eastern Railway 
shows that the excessive consumption of coal was mainly due to con-
trollable factors. Asked as to the action taken for eliminating thes~ 
factors, the Railway Board have stated: 

"As already pointed, failure to achieve the fuel consumption 
target as set out by trip rations cannot be taken as "excess 
consumption", Even otherwise, the ,excess consumption. 
after making allowances for out of course halts, alarm 
chain pullings, grade of coal etc., whicb are beyond th~ 
control of the Railway, is only 1.4 per cent over the trip 
rations, as per the findings of the Committee. All cases, 
wheJ:e the actual consumption is above the trip rations, are 
scrutinised to locate the reasons for the same for taking 
suitable remedial action. Cases of avoidable excess con-
sumption are taken up. During the period under review 
the engine crew were penalised in 1700 cases for excess 
coal consumption, the punishments ranging from censur~ 
to stoppage of annual increments," 

3.28. The Committee understand from Audit that the Railway 
Board had appointed a Committee to go into the question of exces· 
aive consumption of fuel on the Eastern Railway. Asked about the' 
recommendations made by this Committee and the action taken 
thereon the Railway Board have stated: 

"The Committee has made the following two suggestions! 
recommendations:-

(1) Fixations of trip rations on the basis of gross tonne 
kilometres or engine kilometres. 

(2) Reasons for variations in consumption over the trip 
ration should be recorded soon after the trip. The ana-
lysis of the performance of drivers should be made on' 
monthly or quarterly basis. The possibility of making 
analysis on computer be 1nevstigeted. 

These recommendations are under consideration, with the 
finalisation of combined train record, it would be possible 
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to ensure recording of reasons by the drivers for varia-
tions in consumption Soon after the trip. The feasibility 
of conducting analysis on the computer is also being in-
vestigated by South Eastern and Central Railways." 

, 
3.29. The Committee have been stressing the need for economy 

.on fuel consumption. They are concerned to note that a review of 
the position for the years 1969 and 1970 on Eastern Railway alone 
revealed excess consumption of coal valued at Rs. 98.12 lakhs and 
HSD oil valued at B.s. 9.41 lakhs over the targets fixed by the Ad-
ministration. 54.8 per cent of the excessive consumption of coal ,was 
due to 'mismanagement of crew', 'defective maintenance of engines' 
and 'pilferages'. The Railway Board are not able to furnish the 
information in respect of all the other Zonal Railways. This is it 
plea the Committee can hardly accept as the Zonal Railways should 
watch the performance against the targets fixed by them. Such a 
centralised watch should be started forthwith in order to etlectively 
check wastages and pilferages of fuel. 

3.30. The Railway Board proposed to have ,a sample survey con-
ducted in five major loco sheds on different Railways for 'the month 
of November, 1971. The result of the survey as well as the remedial 
action taken may be reported to the Committee within six months. 

3.31. The Committee note that a departmental eommitteeap-
pointed to go into the question of excessive consumption of fuel OlD 

the Eastern "Railway have recomm.ended that trip rations of fuel 
~ouhI be fixed on the basis of gross tonne Kms. or iengine Kms. 
and that analysis of variation in consumption over the trip ratiOID 
should be analysed monthly or quarterly. The action taken to im-
plement these recommendations on ~Il the Zonal Railways may be 
reported to the Committee. 

South Eastern, South Central, North E¥utern, Western and North-
east Frontier Railways-Heavy shortage in stock verification of 
coal. 

Audit Paragra.ph:. 

3.32. In para 28 of the Audit Report (Railways) 1965, mention 
was made regarding heavy shortages in stock verification of coal at 
Mughalsarai Loco Shed. In pursuance of the recommendations of 
the Public Accounts Committee contained in their Fifty-Third Report 
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(Thkd., Lok ~1?l1a)" the . Railway Board ... B.JU!d inst;nlctipns to the 
~~l.'JYsUi.Jwy,HiM. to wre suitable' measures to~J!l)S~e that the 
p~ylji<:al . shor~ies dur~g si.oclt verification do not exc~ the per-
misSible limit of 2 per cent. The stock verifiaation of coal conducted 
on the South' Eastern, South Central, North Eastern; Western and 
No~~ast Frontier Railways during the years 1968~69, 196!t-1o,. ,1~~O .. 71, 
however, r~vealed that in sev~al loco sheds ,.of these R.ailway~, the t. 
physicalshonages of eoal cQPtinu~d to pet:S}st above the peI'Illissible , 
lin:~n .o.f' 2 pe~ ,cent as :indicated . .i:n Appen~'}II. . - .• 

" 3.33.. After makillg allov.;ance for the 2 per cent permis.sible sh~t-:. 
age, the net IQrSs sustained by the South Eastern, South Central, North " 
~~, West~rn .. and ,Northeast FrontieJ;: Rai1wa~s aft a result of 
sh9rtage oLcoal during 1968.:-69. 1969-70 and 1970-71 amounted tG: 
~. 19.65.lakhs, ,Rs. 22.72 lakhs, Rs. 44.62 lakhs, Rs. 9.81 lakhs and 
RS: 14,65' l~ r;espectiv~,y.·' ,. 

" . '" t _ ~ •.. ' , '-. ' , ... , u 

[paragraph 65 of the Report of the C. &. A. G. for the year 1970,:" . 
71 on Railways] 

3.34. The Committee desired ,to know the procedure for the ac-
countal o'freeeipls, 'issues and shortages of coal received by the Rail~ ., 
ways from the Collieries. ' In a note, the Railway Board have stated: 

" • 

"Detailed procedure on coal accountsl exists on each. Railway. 

I,,, ; 

Briefly/it may be destribed as under:- . 

1.. Receipts: The quantity of eoal received oy loco sheds' 
taken on books is the weight of coal recorded in the in': ,. 
voicesfR..Rs. irrespective of the actual contents' receiv-
ed. 'In case Of receipt of coal wagons before the arrival' 
of the invoices, the quantity taken on books is according" 
to the carrying capacity of the wagon or the average 
fixed by the Railway. This quantity is corrected as per 
the invoiees alll aliCl when theseiu'e received.:' . 

2. Issues: Issues to engine ,tenders are made through ~askets­
pans, buckets, grabs, bunkers, and in many other ways, 
depending upon the economies of manu.!U/mecha~ical. 
loading, the quantity involved and the time for which· 
tile )oeo can be made .av~~ for coal loading. The 
l~titY. loaded is Cl8sessed 'by.volu.me. The-.vnlume of" 
is, ,pse converted. into weight through calibration or "con"· 
"Y81'JJi~ ratio. is; recorded in,. the issues boo:H 8t~ckh 
dumpwise. Because of the widely 'larying grade. qua-
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llty, ~ and·. sl.lape of coal handled, the conversion ratio 

cannot be. accurately fixed 8Ild consequently, the "issues'P 
. cannot be very accurately determined. Assessed quan.-
tity has, however, got to be recorded for purposes of 
accountal. 

2.1. The daily receipt/issues are summarised in a ledger which 
also indicates the book balance of stocks. 

3. Shorta.ges: The difference between the receipt (involved 
quantity) and the issues (computed on volume basis) 
is called the shortage. Where the coal is stacked the 
difference between the invoiced quantity and the issue 
made gives the shortage for the particular stack. On 
some Railways the shortage is also determined by taking 
the difference between the receipt as per invoice and 
issues over a period and computing the variations bet-
ween the book balance and stock on ground by measure-
ment/stock verification. Orders have recently been 
issued to all Zonal Railways to determine stackwise and 
monthly variations between "receipts" and "issued". It 
may be mentioned here again that the so called 
"shortage" is an arithmetical difference between the 
quantity of "receipt" measured in weight and the quan-
tity of "issues" computed on volume basis. Therefore, 
the entire difference or the "shortake" does not consti-
tute a "loss" as some of it could be accounted for in the 
volumetric difference for that precise quality and 
density." 

3.35. During evidence before the Committee a representative of 
the Railway Board deposed: "I am afraid OUr system is very elemen-
tary in standard. It is such a large volume to be handled that it is 
not possible to weigh it unless we provide weigh bridges at every 
stage. If a wagon is sent from the colliery to be weighed, those 
collieries which do not have weigh bridges get it weiged in the cen-
tralised yards where we have got weigh bridges, and then it is des-
patched. When it CQmes to the loco-sheds, we have no means to 
check the quantity in the wagons. Therefore, after some experimen .. 
tation we have drawn up some conversion ratio. When it is unloaded 
in the loco-shed we put down the invoiced weight as it is given on 
the invoice and then we stack it in the loco shed. When the stack 
is complete, it is measured against the volume. Then, from the stack 
w& issue it to the locomotives and where the quantity given is by 
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volume we convert again the volume back into weight, In the books, 
therefore. we keep an account of the receipts by weight and issue 
by weight," The witness added: "In the absence of weight bridges, 
we have instructions that -at least 5 per cent should be test-weighed 
in nearly weigh-bridges, But even this is not possible to do, for 
operational reasons, But the checks have indicated that there is a 
variation from the consigned weight, whenever it is checked, They 
vary from a small amount to a large amount at different times and 
at different destinations," 

3,36, The following statement furnished by the Railway Board 
gives details of variations found on test re-weighment of loco-coal 
wagons during the period January, 1972 to May 1972 on all Zonal 
Railways: 
-------_._._------ -----

Percentage Percentage 
Railway Period wagons variation found 

reweighed on re-weighment 

Central _ Jan., 1972 0'32 -3'1 

Feb" 1972 0'47 ~'4 

March. 1972 0'30 -3'7 
April, 1972 0'55 --8'5 
May, 1972 -4'5 (Box wagons) 

Eastern Jan" 1972 0'48 -5'6 

Feb" 1972 I'W -13'2 
March, 1972 0'54 -7'6 
April, 1972 1'00 -16'9 
May, 1972 0'83 -5'6 

Northern January, 1972 3'0 --2'4 
February, 1972 3'9 -1'3 
March, 1972 3'6 -1'1 
April, 1972 2'4 -2'7 
May, 1972 3'7 -3'2 

N, Eastern January, 1972 5'2 -2'4 
February, 1972 6'6 -3'5 
March, 1972 ,'0 -3'7 
April, 1972 4'0 -3'0 
May, 1972 S·o -4'0 



Percentage Percentage 
Railway Period ~ variation found 

reweighed on re-weighment 

N, Frontier January, 1972 1 February, 1972 I 

t No reweiahment done due to 
March, 1972 absence of rewe.ighment 

facilities . 
April, 1972 

J May, 1972 

Southern January, 1972 67'8 -<)'26 

February, 1972 72' 1 -<)'41 

March, 1972 76'2 -1'58 

April, 1912 11'0 -1'70 

May, 1912 

S. Central January, 1912- 26'1 Box)}- ~'4 
8'64-W) 

February, 1972 .. 23'4 BoX)} -3'2 
Ilo'64-W) 

March, 1912- 2S'O Box) } -4'3 
7'1 4-W) 

April, 1972- 27'2 Box) } -5'3 
6'64-W) 

May, 1972 27'2 Box) l ~'I 
12'4 4-W) f 

S, Eastern January, 1972 l February, 1972 

f March, 1972 -<)'4 

April. 1972 

May, 1972 J 
'Weetern January, 1972 1'0 -S',-

February, 1972 2'4 -5'6 

March, 1972 2'3 -"'S 
April, 1912 1'0 -7'5 

May, 1972 0'7 -S'S 
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3.37. It is seen from the above that the shortages found on test re-· 
weighment varied between 0.4 per cent and 16.9 per cent. 

3.38. Asked about the improvements made in the system of ac-
countal of loco coal following the recommendations made on the 
subject by the Public Accounts Committee in their 53rd Report 
(Third Lok Sabha) , a representative of the Railway Board stated: 
"Sir, in compliance with the observation made by the Public Accounts 
Committee in 1965, we issued very stringent instructions and we 
have been following it up and to the extent that it is possible within 
the system of measurement and accounting we have brought about 
some improvement. There is however a lot of lacunae I have tOo 
admit. We cannot make any accurate calculations because we are 
handling large quantities and in bulk and we are manually handling. 
Sir, in some places, we are using cranes for loading it in locomotives 
and in some places we are filling it up through scoops and hoppers 
and therefore there is a lot of scope for variations." 

"The first and the foremost thing is that we 'have arranged test 
check in the originating points so that wrong amounts of coal are 
not consigned. Second step is that in a very vulnerable area, some 
amount of accompaniment by the RPF staff is done so that thefts and 
wagon-breaking can be somewhat reduced. Then, sir, we have form-
ed basic committees in loco sheds associating the railway staff to 
prevent thefts inside the loco sheds. Then there is monthly check-
ing by the fuel Inspectors and the loco foremen of stakes so that we 
are assured that the amount of coal is frequently checked, because 
it lies in open yfU'ds adjacent to railway station or railway colony. 
Frequent checking is the only way that we can think of. Also, we 
have fixed rations for locomotives so that we can give, the required 
quantity of coal to each locomotive and check against the tender 
mark on the locomotive t 0 indicate, how much coal is filled. That 
kind of check is there. There is also basket loading followed, because' 
if you load it by basket it .may not be possible to know how many 
baskets have been put. This is the second check for marking the 
tender as to how much coal is loaded." 

3.39. The table below gives details of the physical shortages of 
the coal revealed as a result of stock verification of coal i~ various 
loco sheds on the South Eastern, South Central, North Eastern, Wat-
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~ and ,N~J"Hnt;i_RaUways during'1;M yearsl~9, 1969-70' 
1~~71~ ';:.. ,: ;'. .' I . 

.j • 

. ' ':iailway 
SI, ..... ". 
No., , 

. ~'. 

", 

r ~ 

Total" ~. Quandty P~tqc Value of 
quantityc ',: of ·;CoaI I!0l ~ ·,hortage 
of Coal'" found .hort Qf: coal ~; of Coal 
received ." (in Tonnes)' after 
(in sheds) allowing 

(in Tonnea) 2 per cent 
penniuible 
shortage . 

. ;: r 

Total • 

~-----------------------------------------------------
I, South Eastern 

196B-69 .16,13,318 55,943 3'5 7,79.473} 
1969-70 15'~'386 45,375 2,8 . 4,58,659 19,64,713 
197()!"!1 14, ,971 51;649 3'5 7,26,580 . , 

2, SO\lth Central , 
1968-69 17,38.093 4Z"Il3 2'42 3,09,2731 
1969:70 17,03.497 49,615 2'91 8,52,962 J 22,71,567 
I~0-71 16,80,060 . 64,022 3. 81 II,09,332 

,.;,'., .', 

North Easterll 

1968-69 8,06,288 31,193 3'97 8,97,414} 
1969-70 8,72,860 33>901 .. ' 3'88 [.11,36,979 44,620466 

.; 197.j)-7~ li,5I ,176 59,998 . 5' 17 . 1 3,4,28,073' 
,-

4,. Western .. :." ,', 

1968-69 23,94,887 50,302 2'1 77,326} 1969-70 24,21,983 64,328 2,7 6,°7,094 9,80,693 
1970-71 22,29,078 61,874 2'33 ~,96,273 

5, Northeast :.Fron~r .,. , . 

Ig68-69 5,05,645 'IjIo.476 3'89 S,27,I96} 
1969-7.0. 5,62,6.47 19,920 ,3'42 4,69.161 14,64,651 
1970-71 5,52,109 19,587 3'43. 4,68,294 

. ''3,.~:' Fro~~~e abo,v'tfit)s seen ~~~t .after .JWlking allowance tor 
the. ~,~per' .cen't,. perniis~ib'1e 'Shortage," the net loSs' sustained by, the 5 
r811ways totals upto about Rs, 1.11 crores, The Committee enquired 
whether the reasons for shortage of coal beyond the permissible limit' 
of ·2 ~. cF.to~ tbes.e ~ve ~~way,s had bc:en an~yse(i and if so, what 
at:e ~! ;'ltl a ~oteJhe.~~ay B.oar~ ~~e 8tat~ , . 

« ,: :~ 
- " ~ . , .-' 

~: . .;fT .. ;;:' While th8 riumbd of _timeS. the iCOal, ia'handled during 
". transhipm'ent" etc., 'tllenumlger' of"humpt,;.it passes over 

. "'.;'''····'amt·thelaw and order conditionspreval1b:ag in the areas 
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through which the coal passes, have some effect on the 
resultant shortages, it needs to be reiterated that the term 
"shortage" does not entirely constitute. loss as part of it 
arises out of the arithmetic difference between the receipts 
taken by weight at the loading points and issues computed 
on volume. The analysis showing factors common to 
Railways and contributing towards the so called shor-
tages are given below: 

(i) Accountal of receipts is made as per weight recorded in 
the invoices while issues are made by volume and ac-
counted for inweight using a pre-determined conversion 
ratio, based on a certain mix. 

~ii) The bulk density of coal is a variable factor. It varies 
from grade to grade, coalfield to coalfield and within the 
same grade from seam to seam as also depending upon 
the size of the coal involved. Such being the case, how-
ever, scientifically the conversion ratios are fixed and 
revised from time to time, there is always a degree of 
error in assessing the weight of coal by volumetric mea-
surement by applying the average conversion ratios. 

~iii) Apart from the variation in the bulk density, there may 
be errors in the measurement of volume of retail issues 
and recording of calibrations which account for' the 
difference between receipts and issues. 

-(iv) Some losses of coal do take place by pilferage enroute, 
due to handling while loading, unloading and tranship-
ment. Since the quantity of coal received in the shed 
is not determined by weighment and the invoiced quan-
tity is taken in the books, these losses get refiected in 
the overall shortages." 

3.41. Asked whether the shortages beyond the permissible limit 
'Of 2 per cent were due in non-observance of the instructions issued 
by the Railway Board in July, 1966. In this connection the Railway 
:Board have stated: 

"As stated earlier, the so-called shortages are actually the ari-
thme.tical difference between the receipts and the issues, 
computed on two different bases. There is also no per-
missible limit of 2 per cent for shortages. It is orily that 
when the difference is upto 2 per cent prior concurrence 

.tOf the Finance is not needed for "write off". The variation 
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between the receipts and the issues beyond 2 per cent'. 
could not be due to non-observance of the instructionlJ 
issued by the Railway Board in July, 1966. However, the" 
pilferages at various points and the different methods of' 
determining the difference between the receipts and the 
issues also get reftected in the resultant "shortages". 

3.42. As to the measures proposed to be taken to eliminate losses, 
the Chairman, Railway Board stated during evidence: "We have had 
some cases of wagons which are weighed in the colliery depot yard 
and which are reweighed to check that no mistake is made either 
by intention or otherwise. We found that the difference was very 
very marginal. We are told that there was a scope for wrong weight 
being recorded at the starting point. We tried to get the top of the' 
coal wnite washed so that if somebody tries to remove out of it that 
will be known. In the olden days some of the collieries used to do 
that on the top of the coal". "Then at the receiving end, we have been 
doing the same thing for stacks. We have been trying to enforce the' 
rule that as soon as coals are unloaded, they must be stacked in a 
geometrical form which is susceptible to measurement. So, to the 
extent, it is possible, we are trying to do all the methods to see that 
the coal that is bought is being used fully. Coal is a mineral and 
it is not of a uniform quality;" 

3.43. In a written note on the subject the Railway Board have' 
stated: 

"Some of the measures taken to tighten the machinery in or-
der to minimise the so-called shortages are given '6elow:-' 

(i) RPF guards patrol some of the station yards ,sheds and' 
escort some coal trains over vulnerable sections; 

(ii) The antecedents of the contractors' men employed in loco 
sheds are studied and careful watch is kept on their' 
activities; 

(iii) Severe disciplinary action is taken against engine crew 
caught indulging in malpractices; 

(iv) Since the collieries either declined to sprinkle lime wash 
over the top layer of loco coal wagons or demanded very 
high price, the practice of carrying out this operatiolY 
departmentally is being introduced gradually; 

(v) Joint Committees consisting of State Government officials, 
Railways officials and representatives of trade unions havtt 
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:b~f,1 formed tt>m;eet',irom. time toc'Umelto consider and 
~~~nt: 1fI"'~~:means . ~f 'e'i-adiDa.iilg the evil of 
pilferages- ~',Ra:il~~ -
.' '~"t"t·· .~ '-~_'" ."~1· " . "".,' 

,(vi) ;;:~.~rkf:;j;~::;:~4t~ il~l.e~·~t~r~ce;!~,~~,~;;:~:P~:!~ 
every month has been ma3~ uriiform. This procedure of 
assessing mo~thly shortages will enable the Jta,ilways to 

•. ~e~erm~;e tre<l\le~tIY}~~' incidence~f. short~t.ej, re~s~ 
there19r1md i:rlqicate the rem~dial measures required. ~o 

',. . ~ . "ken "'W~if irf" time. (Instructions issued vide, No. 72/ 
Fuelf116/i{fdate(f27~6-1972 ~& ~-~~i972):" .:, ~ 

3.44. in reply to a' question as" to how it was ensured that . tlie 
-eortversion ra~ . were; r6li1istic'and!etcetlrate, . the 'RafHliay :Board 
have stated! ,"'" ,'~(. .. , "'. • '. "I""" 

,', ... , • t, ,:,,_ 

,,"Inarder tO~:8et, a r~tic'~ 9f c~nv~rsion rati~, trials'.f 
weight/wlwne ra,ties-have ,been .oroered o~ all Railways. 
In spite of ,wide r~e of tri,als, the inaocu.r8f;iefil~iBt 

" beca~. of ~~ste~~, i.q...the quality, {I~ and gr~~e,-of 
,coal. ,It.is observed that ev8D: f-Gr the samegrad&,tb~varia-

", tioD in 'conversion ratios can ·be· as; much as 17- per ,·-cent. 
The remedy for reducing "~s~~rtage", therefore, 'ooes 
not appear to lie in fixing more realistic conversion ratios 
but may lie in. a40ptiqg the. same .. basis lor receipts and 
iSsues. i,~ . ": ', .. l' 

Since the "receipts" are by weight,. making the "issues" also by 
weight will involve ,provision ofweighingeqaipments of various 
sorts to suit' the me~hod -:O'f issue;at' 8' ~ lar~' number of points 
on the Rai1way5~ This ,~ll .tlot only ~nvolve very h~avy~apttal out-

, lay, sizabl~,.!e.c~r.z:i:~e.~.Pi.iiFe "d~etQiqiaint~nancea~4 panning of 
the equipment but shall'also result in operational diffic'u1ties causing 
increased detentiorur to rolling stock for weighme1'lt of eoal received 
and the loading olthe locomotives. In . order' to explor.ethe feasibility 
of even weighing of the in-coming loco coal wagoMrallexercise had 
been undertaken Q~ the :Northern and Western Railwaysa~}Mora­
dabad' and Ratlam sheds: It was ,.observed jhatJeaveaside weighing 
of quantity of coal issued,"if only'the quantity 'of coal received is to 
bewwSghed in ioto,lit willtnvolve very- heavy~xpense', indl"eased 
detention 'to wagmmentailing iJJffuctuous hau_ge, suspension of 
'YaTd 'activitdes: and'ef!ecttngthe ilUld:ttyof "operations which the 
Railways can' ill-afford. "c"., 

.', 'Conversion' rati~ Yi'e'N1:l'St 'ftXedby the 'Boara In-AUguw,' 1966. 
,A review W8smade in 1_ when~'lt wlis fbund"1hit (the average 
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(:onversionJ ratios advi.se4 ,by various Railways differed very widely. 
:eecause of the inconveniences of results, re-tri/ills were ordered and 
these are. in hand." 

3.45. In an:o~her note the Railway Board have stated: 

"The extent of arithmetical difference betweren the receipts 
and the issues of coal may shrink if the' lsmes were also 
to be made by weight instead of the pan measurement or 
calibrations etc. But this involves very heavy capital out-
lay, sizable recurring expenditure on maintenance and 
manning the equipment and even if it was to be provided, 
it shall cause increased delays to loading of locos, increas-
ing their turn-round through. the shed, reducing their 
ayailability for traffic and at the same time increasing the 
labour charges for weighment of coal to be loaded. While 
dealing with a comparatively cheap commodity like coal 
in ,bulk which .does not permit accurate weighments, small 
inaccuracies in assessments have necessarily got to -be 
tolerated." , 

3.46. The AudU paragraph ~rings out that stock verification of 
coal in loeo sheds revealed shortages beyond the permissible limit 
of 2 per cent involving loss of Rs. 111.45 lakhs on the South Eastern, 
'South Central, North Eastern, Western and North-east Frontier 
Railways during 1968-69 to 1970-71. Shortages can occur at two 
stages viz. before and after unloading of coal at the IDeo sheds. The 
shortages found on reweighment or test weighment varied between 
0.4 per cent and 16.9 per cent. This shows that before the coal wagons 
are unloaded at the destination points shortages occur which may be 
attributable either to pilferage of coal in transit or underloading of 
coal in the collieries. It is, therefore, necessary to assess and investi-
gate fully the variation between the invoiced quantity and the quan-
tity determined on stack measurement which at present does not 
appear to have been done. Once this is done it 'hecomes easier to 
identify the shortages in the courSe of custody and issue of coal in 
the sheds as the same basis of computing weight by measurement 
would be available for both receipts and issues. Further, there 
should be no delay in fixing responsibility for the shortages and len-
iency in taking action against those found responsible. 

3.47. In order to come to a reasonably accura'te assessment of 
~hortages the ratios for converting the volume of coal into weight 
'should be scientifically fixed. The Committee_note that ratios fixed 
in August, 1966 were reviewed in 1968 when it was found that those 
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adopted by the various Railways differ very widely and that 
retrials are bejog undertaken. The Committee desire that realistic 
and uniform cOllversion ratiGs for various grades of coal should be 
laid down without delay. The Committee would also suggest that 
the ratio should be reviewed periodically once in two years in the 
light of field experience to effect necessary improvements. 

3.48. In laqre sheds there shOlUld be proper arrangement fo.-
weighment on receipt and issue of coal. 



CllAPTEBIV 

DISCREPANCIES IN INVENTORY RECORDS 

-A udit POh'a.(JT'4ph 

4.1. The differences between the actual (physical) balances and 
the balances as per the priced Ledgers discovered at the time of 
physical stook verification and the differences between the ,balances 
in the Numerical Ledgers maintained by the depot and the Priced 
Ledgers maintained by the Accounts Department discovered at the 
time of reconciliation of these two records are adjusted under Stock 
Adjustment Account-Pa,rt I-Differences in stock. The successive 
stock verifications on the Railways during the last three years indi-
-cated that the percentage of total discrepancies noticed to total stock 
holdings went up from 4.68 in 1968-69 to 5.12 in 1969-70 and 11.20 in 
1970-71. During the year 1970-71 there were stores worth Rs. 7.83 
<!rores surplus and there was deficiency of stores worth Rs. 6.71 
--crores. 

(}ligures in thousands of Rupees) 
.---

Total Value of Percentage 
value of balance of invent-

Year Surplus Deficiencies inventory of srock ory surplus 
surplus on hand deficiencies 
and at the to total 
deficiency end of stock 

the year holdings 

(percentage) 

1968-69 (-l- )2,80,07 (-)3,70,84 6,50,91 1,39,05,32 4'68 

1969-70 (+ )3,51,92 (-)3,01,87 6,53,79 1,27.46,95 5·Ia 

1970-71 (+)7,83,20 (-)6,70,96 14,54,16 1,29,78,41 n'2Q 

4.2. The Ministry of Railways have stated that th~ matter is un-
.der examination. 

,[Paragraph 9 of the Report of tbe Comptroller & Auditor General 
of India for the year 11}7o-n OIl Railways] 

4.3. Explaining the position in regard to increasing percentage of 
-discrepancies noticed during stoek verification, the Railway Board 
:have in a written note stated: 

HA -general analysis of the S~ock Adjustment Account (Part 
I) Ilal revealed that theft Is Det lIlUeh varlatiell "between 

. J,' 
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the ground balance and the Numerical Ledger balances 
maintained at the Depots, vis-a-vis the previous years, but 
the differences between the Priced Ledger balances and 
the Numerical Ledger balances contributed the major 
share of the increase pointed out by Audit. The reasons for 
this are analysed below:-

(a) Phase I of Stores Computerisation was started on most;.. 
of the Railways only during 1970-71, the year of the 
Audit Report, and it has been the general experience 
around the world that a major computer application 
(like Stores Accounting) requires at least two or 
three years to stabilise. The computer system re-
quires coding of unified price list numbers in. 
a digits with a self-checking digit, Ward Number~ 
Depot number, unit of accountal and consignee code 
which are rigidly checked by the computer during edit 
runs with the result that some of the vouchers for re-
ceipt and issue are rejected for wrong coding and hav-
ing to be thrown forward to the next month. particular-
ly when the Stores Depots are not located in the same 
place as the Computer Centre, involving transit delays. 
The percentage of rejected vouchers has been steadily 
declining with the increased familiarity of the depot 
staff and the indentors relating to the pre-requisites of 
computerisation and conducting familiarisation courses 
on Computerised Stores Accountal. 

(b) There was a, change in procedure on the advent of the 
computer regaroing the operation of the stock adjustment 
account. Prior to computerisation i.e. under the manual 
system, the rules for posting stock verification sheets 
provided that the balances of Numerical Ledgers and 
the Priced Ledgers should be reconciled in terms of para 
2543 (j) (i) & (ii) of the Indian Railway Code for Stores 
Department, and discrepancies, if any, rectified before 
th~ stock verification results were posted in the Priced 
Ledgers. Under the computerised system, para 2543 (j) 
(iii)-S is in operation and, accordingly, the stock veri-
fication vouchers are posted first and reconciliation i~ 

done subsequently. This affects the gross figures of both 
surpluses and deficiencies, because adjustment necessi-
tated as a result of Priced Ledger and Numerical Ledger-
rec:.o~ciliation have 1:0:. be ,posted anew in the Ledgers. 

A ,gen.r~ analysis .has alto revealed that had, ;the procedure-
prior to computerisation been continued, the surplus! 
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2. 

3· 

4-

5· 
6. 

7-

deficiencies in 1970-71 would have been very much less 
and in tre~ with the previous years, when the Priced 
Ledger and Numerical Ledger Sections were side by 
side, the posting of stock verification reports could be 
done after the reconciliation of numerical and priced 
ledge~ balances, on a daily basis. Under the computerised 
procedure, the vouchers are normally processed weekly. 
this has not been possible and some issue/receipt 
vouchers invariably got left out. 

(c) It has also to be remembered that with the conversion 
to the metric system, the F.P.S. and metric items exist 
side by side with same unavoidable interchange regard-
ing their postings and which will reduce stock Adjust-
ment Account once the F.P.S. items are worked oft. 

(d) In the Audit Para, the totals of gross Surpluses and De-
ficiencies expressed in terms of a percentage of the 
value balances at the end of the year has been adopted 
for comment. A realistic assessment of the position 
would, however, be available if the net figures of Sur-
pluses and Deficiencies, expressed as a percentage of 
the total transaction during the year are considered. The 
following figures will illustrate the point: 

(Pigures in thousands of Rupees) 

--- -- ---
J968-69 1969-70 1970-7J 

Receipts during the year 283,°3,7° 276,0828 3°3,57,61 

Issues during the year 281,82,67 287,66,66 301,26,19 

Total transactions 564,86,37 563,74,94 604,83,80 

Surplus (L) 2,80,07 3,51,92 7,83,20 

Deficienceis (-) 3,70,84 3,01,87 6,70,96 

Net of 4 & 5 (-) --90,77 (+ )5°,05 (+)1,12,24 

Percentage to transactions of item 6 0'16 % 0-09 ~,~ 0'18% 
________ 0 

There is an incre~se in the percentage in 1970-71 as compared to 
the previous two years. The increase is attributable to teething 
troubles which the Railways have to undergo in the initial stages 
of Stores Computerisation." 

4.4 The Committee pointed out· that with. the introduction of 
Computer ill· Railways the -eftldeacy in the maiJ,\tenance of initial 
records .hould have ,-improved. 'r. reply to a qlleltion as to how 



the discrepancies could show a trend of increase rather than decrease 
, . ' , 

t!'ie'Railway BoaM have stated: 

"The reasons for the discrepancies showing a trend of increase 
have been analysed as due to the procedure being intro-
dueed only in 1970-71 on most of the railways and the 
unfamiliarity of staff with the rigid requirements of cod-
ing required for the computers and the revised method 
of operating the Stock Adjustment Account, the position 
is expected to improve as the procedure gets stabilised 
and the staff exposed to the computer discipliIie. 

Maintenance of initial records have been improved in the 
following respects on computerisation:-

(a) Common codified price list numbers for all Indian Rail-
ways with a self-checking digit for throwing out 
erroneous coding. 

(b) Changing of the input forms by giving separate cages 
for each item of information to speed up punching and 
eliminate error. 

(c) Intensive edit checks on the initial input information 
regarding errors in coding and lack of internal consis-
tency. On account of the rigid edit checks and beeause 
of the unfamiliarity of staff to the computer procedures, 
the incidence of errors detected has undergone an 
increase temporarily, this resulting in the non-posting 
of some receipt and issue vouchers and inflating the 
Stock Adjustment Account. This is inevitable in all 
computer sy.;tems and as the staff gain experience in 
the correct coding of input forms, stock adjustment 
account may not show the increase as it has shown in 
1970-71. 

Thus, computerisation results not directly but indirectly in 
the improved. maintenance of initial records on account 
of the built-in checks to throw out erroneous items. 

1t may be mentioned in this context that with the madntenance 
of the prieed ledgers on the computers, special reports and 
exception statements aJ'e made out for the use of the Stores 
Department on the basis of system for stores control and 
inventory. This would have been very diftlcult under 
IftMaal iYsttil' ott·lcee.anti ". its ti8llamdi fer heavy 
dlil)t!it lalMJUr j 18* Of ..."..,. tAJ dwIIcst _taIDIe and. 

T -• .'., ' th' Mte:-lai flat ....., be' tawIna,'wUh CheIOIIipil-
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information having only historical value and not usefu.1 
for concurrent managerial control". 

4.5. As regards the periodicity of stock verification, the Railway 
Board have intimated: "In 1970-71 and earlier years, the periodicity 
of Stock Verification was so arranged that all materials in ,a depot 
are ordinarily, verified once in a year, material-at-site of works an<l 
stores with Imprest holders, once in two years and all tools and 
plants once in three yean. Now, the Stores have been classified 
into ABC categories depending upon the annual usage, value of the 
items and the frequency of the verification in the Stores Depots ha$ 
been remodelled on the same basis. Para 3202-S of the Indian 
Railway Code for Stores 'Department has been amended vide Advance 
Correction Slip No. 81-S dated 18th August, 1972-Railway Board's 
Letter No. 71/~CII/46/5 dated 18th August, 1972. Tbe procedure 
for Departmental Verification has also been suitably modified." 

4.6. The Committee desired to know the steps taken by the Rail-
way Board to reduce the incidence of discrepancies in inventory 
records. In this connection the Railway Board stated: "The discre:-
pancies referred to can be broadly categorised as under:-

(i) Differences between Numerical ledger balances and 
ground balances. 

(ii) Differences between the Priced Ledger balances aa<i 
Numerical ledger balances. 

(iii) Write-back adjustments in rectification of errors which 
creep in, for wrong documentation etc. 

On account of a number of edit check etc. introduced, the extent 
of discrepancies coming to surface, has no doubt inreased. While 
the differences under category (i) above continue to be more or less 
at the same level as before computerisation, the volume of differ-
ences under the remaining two categories is aparently more because 
of the need, under the computerised procedure, to: 

(a) Weed out discrepant vouchers during edit etc. rune on 
computer for subsequent rectmcation, and to 

(b) resolve diftlerences between P.L. balances and the NL 
balances subsequent to the posting in the Priced Ledgers. 

Vide Board's letter No. 70\RS\C\754\Vol. IV, dated 26th June, 
1972 Railways have been asked to exercise rigid co~trol over the 

, expeditious clearance of rejected vouchers. For this purpose, Ia 
separate exception report showing the analysis of rejected vouchers 
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according to their age is now printed on the computer. The reduc-
tion in rejected vouchers will reduce the difference between the' 

Priced Ledger and the Numerical ledger balance and consequently, 
the inflation in surpluses and deficiencies will be reduced." 

4.7. The . Committee are concerned to note considerable ,discrep. 
ancies in inventory records. As against total transactions amount-
ing to Rs. 564.86 crores, Rs. 563.75 crores and as. 604.84 Clores 
d.uring 1968-69, 1969-70 and 1970-71, stock verifications revealed 
surpluses aggregating Rs. 2.80 crores, as. 3.52 ~res and as. 7.83 
crores and shortages aggregating Rs. 3.71 crores, as. 3.02 crores and 
Its. 6.71 crores respectively. Thus ,unsatisfactory maintenance of 
the stores records for receipt, custody and issue of stores and in. 
ventories is clearly indicated. Only a ,thorough investigation of the 
discrepancies will reveal the nature of accounting irregularities 
and the extent of actual lesses due to pilferage etc. The Committee 
would, therefore, stress that these should be investigated promptly 
and results intimated to them. 

4.8. The unusually heavy incidence of discrepancies during 
1970-71 has been explained as largly due to ,introduction ;of stores 
eomputerisation. The positioo is expected to show improvement as 
the new procedure gets stabilised and the staff is exposed to the 
computer discipline. The Committee trust that a careful watch will 
be kept to ensure that the introduction of computers results in 
ueeess&ry improvement in the IIIIlintenance of stock accounts. The 
position will be watched through future Audit Reports. 



CHAPTER V 
TRAFFIC FACILITIES 

South Central Railway-Conversion of Pune-Miraj M.G. line to B.G. 

Audit Paragraph: 

5.1. To cater to the increased traffic potentialities of Pune-Miraj 
section and to eliminate transhipment at Ghorpuri, Conversion of this 
Section from M.G. to B.G. at a cost of Rs. 12.9 crores was approved in 
1962. Certain bottleneck works were commenced in September, 
1963 on urgency certificate with a target of completing it in Decem-
ber, 1966. Initially it was decided to lay the B.G. line along the align-
ment of the existing M.G. line which passed through Satara station 
which was 12 miles away from Satara City. In July, 1965 it was 
decided to lay the B.G. line closer to Sa tara city via Kshetra Mehuli 
(31 miles away from Satara city) at an extra cost of about Rs. 1 crore 
even though the economics of this diversion (examined earlier in 
March, 1964) showed that this diversion would be financially un-
justified. The target date for completion of the project was, how-
ever, shifted forward from time to time upto April, 1971 and the 
B.G. line. was opened for traffic on 15th April, 1971 

5.2. The delay of four years in the completion of the work has 
been explained by the Railway Administration as due to delay in 
finaIisation of alignment, demand for enhanced rates by some con-
tractors, finalisation of junction arrangements, difficulties in procur-
ing materials etc. 

5.3. It was anticipated that by the end of Third Five Year Plan the 
traffic on this section would increase considerably from 6 passenger 
and 7 goods trains each way and the number of wa'gons dealt with 
at Ghorpuri transhipment yard would increase from 250 to 350 wa-
gons per day. The average volume of traffic during 1968-69 and 
1969-70 did not, however, exceed the traffic dealt with tn 1962. The 
'Railway Administration explained that the traffic was upto the capa-
city even in 1964 but later, restrictions were imposed for booking 
goods via Ghorpuri transhipment point as the capacity of the section 
was reduced due to the works being undertaken on the section. 
They have further stated that the traffic is expected to pick up dur-
ing November, 1971-April, 1972 season..pelay in the completion 
of the work was, therefore, detrimental tjIIthe interest of the Rail-
way .. it is difficult to retrieve the traffic lost to the road. 

49 
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5.4. The estimated outlay as per the present anticipations is Rs. 
16.7 corores, 14.5 per cent of which is for 'general charges' Due to· 
prolongation of the project beyond four years excess expenditure' 
amounting over Rs. 20 lakhs was incurred on staff, equipments and 
stores. It may be mentioned that fOr doubling projects the limit 
fixed for 'general charges' is only 8.5 per cent of the cost of the work 
excluding general charges. 
(Paragraph 29 of the Report of the C.&A.G. for the year 1970-71 on' 

Railways]. 

5.5. The Chairman, Railway Board informed the Committee that 
the original target date for the completion of the conversion work 
as mentioned in the urgency certificate was December, 1966. But 
later on it was found that the work would require one more year 
and hence the target date was shifted to December, 1967. The work 
was however finally completed in April, 1971. As to the reasons for 
the delay in the completion of the work, the Chairman, Railway 
Board stated: "There were certain difficulties, and this worK limped 
badly due to variOUS difficulties. For example, in 1966-67 there waS 
a very serious shortage of foodgrains, and most of this lay through 
Maharashtra which was a deficit area, and though the headquarters 
of the Railways which was doing this work was in Secunderabad, 
which was in Andhra Pradesh which was a surplus State, there were 
inter-State restrictions on the movement of foodgrains and the con-
tractor could not feed his labour and his labour ran away and the 
contractor failed, and we had to enter into fresh contracts at very 
much higher rates, and this was one of the reasons why the work 
got delayed .... We lost about 18 months on that account. Then, 
there was shortage of bearing· plate" on which the rails rest; on the-
shoftwood wooden sleepers, steel or cast iron bearing 'plates are' 
laid, and then the rails are laid." 

5.6. The other reasons for the delay in ·the completion of the work 
were stated to be the time taken in the finaUsation of a new align-· 
ment for the conversion which would pass tMougbthe Batara dty 
ihsteadOf the Satara Road station which was on the old alignment 
and the decition·to colivett Miraj-Kolhapursection as part of 'die; 
main project. 

5.7. The Committee were informed by Audit thD.t the Railway' 
Board had while justifying the diversion of the alignment stated 
that "the decision to divert that line ·was taken· at the highest level' 
by the then Minister for Railways and that the following. points atl-
peared to have weighed With the Minister: 

(i) the :RaU\Vays are not only a 'cOnUner(!ial Ul\dertakings bUt" 
also a public u~lity concern; a large city of considerable-
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hisorical importance would be benefitted by the diversion; 

(ii) the diversion would help the development of Satara city 
where a large number of industries were coming up; 

(iii) the diversion was supported strongly by the State Govern· 
ment; and 

(iv) the conversion as whole was remunerative and the finan-
cial prospects of this diversion were not expected to affect 
adversely the financial viability of the project as a whole." 

5.B. About the economics of the diversion, the Railway Board have 
in a note stated: "The diversion was found to be not justified finan-
cially (yielding a return of only 4.38 per cent in the 6th year and 
5.50 per cent in the 11th year) on the additional investment of Rs. 
1 crore. Also it would mean extra lead for through traffic." 

5.9. During evidence the Chairman, Railway Board stated: "There 
were local pressures, and a stage came when finally Government 
decided that in public interest this diversion must be done. 

Then, it was decided to convert Miraj-Kolhapur also as part of 
this project. That also was a factor which caused the delay." 

5.10. The Committee desired to know the extra amount spent on 
the whole project because of delay in its completion. The Chair-
man, Railway Board informed the Committee that against Rs. 12:91 
crores given in the urgency certificate, the amount finally sanctioned 
was Rs. 17.51 crores. Subsequently in a note furnished to the COm-
mittee the ,Railway Board have stated that "the revised cost of the' 
project is Rs. 19.33 ·crares (net) as against the sanctioned costdf 'Ra. 
17.23 era res (net) .. " 

5.1l.E~plaining the.reasons for inc;:rease in the cost of the project, 
the Chairman, Railway Board stated: "This was due to increase 
in cost, increase in contract value as there was failure of tlie con-
tractor and we bad to place contract at a higher rate." He added: 
"In days of rising prices, if a work gets delayed, to that extent the. 
eostgoes up. Some of these items were beyond our control" 

5.12. The Committee desired to know the quantum of loss suffered 
by the Railways on account of the arbitration proceedings started 
by the contraetor. In a note, the Railway Board have stated: 

"The original target date of December, 1968 was put back to 
June, 1969 in view of the abandoning of work by certain major earth-
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-work contractors in the middle of 1966 asking for higher rates on the 
plea that the rates quoted by them earlier were not workable in view 
·of the general rise in price level throughout the country caused by 
devaluation, shortage of food-stu1fs and after affects of the contlict 
with Pakistan etc. Some contractors, no doubt, went in for arbitra-
tion (as per statement enclosed) but in the awards passed by the 
Arbitrators no reasons were given. However, from the amounts 
.claimed and amounts admitted by the Arbitrators, which generally 
are very much less than the amounts claimed, it could be inferred 
that they admitted some of the claims of the contractors holding 
thereby that the contractors had a case." 

5.13. The Committee enquired whether the conversion of Pune-
Miraj MG line to BG line was justified in the light of traffic during 
1970-71. The Chairman, Railway Board stated: "Conversion is justi-
fied in the sense of elimination of difficulties of transhipment at 
Gorpuri. For example, in Gorpuri transhipment took place. Now, 
it was going to be terminated. The labour also knew that tranship-
ment was going to be terminated and many people went to alterna-
tive appointments." The witness added: "Once we give a fast ser-
vice and remove all speed restrictions and have the normal speed 
we expect to get back the passenger traffic diverted to Guntakkal 
and also the goods traffic. It may take another year or so. We have 
already removed some restrictions; we are allowing reasonably 
good speed but I am talking of the maximum speed that would be 
permissible in this section." 

5.14. In a written note, the Railway Board have stated: "The 
Southern Railway had projected the likely earnings of Pune-Miraj 
section starting with the estimated earnings for 1963-64 providing 
for an increase of 5 per cent per annum for seven years in respect 
of passenger traffic and 7 per cent per annum in respect of goods 
traffic for a period of seven years, i.e. upto 1970-71 when the line was 
expected to be opened. The anticipated additional earnings upto 
the first year of opening was rather unrealistic inasmuch as the 
trains were already running over-crowded and the section capacity 
was fully utilised and there was, therefore, no possibility of runn-
ing additional trains (passenger and goods) for securing additional 
earnings. By 1970-71 the anticipated earnings of the projected por-
tion alone under the goods and passengers were as under: 

(~ 
Goods 

Passengers Ra. 1,61,42,886 (III clus passengers only) 
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However, on account of the capacity being fully utilised,the earn-
ings worked out in 1968-69 was as under: 

Goods. 

Passengers 

Other Coaching 

TOTAL 

RI. 

1,61.41.338 

I,OSAI,I43 

17,szA6s 

2,84,34,946 ---------------------------
It will be seen from the figures ·given above that there was no 

possibility of attaining the earnings as estimated in 1970-71. In fact 
the originating passenger earnings fell from Rs. 60.02 lakhs in 70-71 
to Rs. 58.56 lakhs in 71-72. In 70-71 the actuals (apportioned earn. 
ings) for passenger traffic for the Project alone works out to Rs. 
94,22.706. On the basis of passenger traffic earnings for 70-71, the 
total coaching earning is worked out to be as under: 

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

Passengers 

Other Coaching 

TOTAL 

Rs. 

94,22,706 

IS,87,I41 

1,10,09,847 

In regard to 71-72 the total coaching earnings is worked out to 
be as under: 

RI. 
Passengers 

Other Coaching 

TOTAL 

As regards goods tramc as against the anticipated figures of 
Rs. 237.69 lakhs as estimated by Southern Railway in 70-71 (Project 
alone), the apportioned earnings for 1968·69 works out to Rs. 161.5 
lakhs and in 1970-71 it works out to -Rs. 171.5 lakhs and in 1971-72 
to Rs. 191.5 lakhs. The increase in earnings in 70-71 and 71·72 is 
Rs. 20 lakhs or nearly 12 per cent. It may be pointed out that during 
'11-72 there is lot of dislocation caused by the actual switching over 
MG to BG .,ation. Restrictions had to be imposed both on pas-
sengers and ~ds traffic for this purpose. The trade had to be. ad-
vised to build up their stocks before March, 1971 so that they would 
not be inconvenienced during the period of actual switch-over from 
MG to BG. The loading of goods traffic was also affected on account 
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of non-availability of B.G. empties during this p2r~od .to the required 
extent. Therefore, the volume of traffic dUring April to May, 71 
was very much less. Further on account of low speeds prevailing 
during the first few montbs of conversion, the traffic was affected 
to a certain extent. This was unavoidable. Hence the earnings on 
passenger traffic was a little less than that of 70-71. 

On Account of the Satara diversion involving extra lead of 11.5 
kms. the additional net earnings on the basis of net tonne kms. and 
the passenger trains kms. run is estimated to be Rs. 1,47,940 on goods 
and Rs. 20,148 on passenger. Total Rs. 1,68,088." 

50.15. The conversion of PUDe-Miraj M.G. line to B.G. affords a 
typical example of lack of firm decision regarding the scope of 'the 
projects and consequent delay in execution which pushed up the· 
,eoat • th~ project from Rs. 12.9 aores to Rs. 19.33 crores. The 
project which was expected to be completed in December, 1966 was 
actually completed in April, .1971. The decisions to change the 
alignment of the Hne to pass through the Satara city instead of the 
Satara road station and to convert Miraj-Kolhapur section as part 
of the project were an after-thought. It is significant to note that 
the diversion of the line was found to be financially Wljustified 
according to an earlier examination. ,Even now it is stated to be 
not justified and what is more it means extra lead for through 
traffic. The Committee further note that the anticipated additional 
earnings upto the first year of opening of the line was 'rather un-
realistic'. All these show that the project was not conceived pro-
perly and justified on the basis of realistic estimates. The Com-
mittee would, therefOll'e, like the Railways to learn a lession so that 
the convers!on of rail lines is UiDdertaken after most careful ~~ 
objective assessment. 

Southern Railway-Unnecessary creation of traffic facilit1es for 
movement of bouZders to Tuticorin-Harbour Project. 

Audit Paragraph 

5.16. The PrQject authorities of TutieorinwHarbour Projeet advised 
the Railway Administration that 3 million tonne .. of stone boulders 
were -to be moved from their .quarry siding near Ambasamudram: 
Railway station to the Project site within a period of 3 years com-
mencing on 1st July, 1965. They also stressed that Railwayo.8hould 
build up capacity for· an average clefrance of 4000 ~s . per day . 
during ,the peak period of construction...: 

5.17. To clear the above anticipated traffic of 3 million tonnes with ... 
in the stipulated time of 3 years, it was estimated that loading ot 
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155 wagons daily with a carrying capacity of 18 toJmes w«lld be re-
-quired for which it would be necessary to run 4 double heaaed trains 
per day. After taking into account the capacity available on the 
section, the Railway Administration proposed certain line capaclty 
works in March, 1965 at an estimated cost of Rs. 14.22 lakhs with 
an estimated return of 46.7 per cent. These works were completed 
during 1965-66 at an approximate cost of Rs. 11.50 lakhs. 

5.18. The traffic actually carried on the section was far below 
the expectation and could have been carried with the capacity avai-
lable prior to the augmentation of the line capacity as the average 
number of wagons loaded daily during May, 1965 to June, 1971 ran-
ged between 5.5 to 35.4 against 155 wagonsexpect£d to be loaded 
daily. The total volume of traffic carried during 6 years works out 
to only 0.64 milliontonnes against the ,anticipation of 3 mmion ton-
nes in 3 years. 

5.19. The Railway Administration t;Xplained (November, 1971) 
that the heavy shortfall in the movement of boulders was due to 
slower execution of the project and partial movement of boulders 
by road. 
'[Paragraph 44 of the Report of the C.&A.G. for the year 1970-71 on 

Railways]. 

5.20. The details regarding the boulder traffic carried by rail dur-
ing the period from 1965-66 to 1971-72 are as given below: 
___ • ____ ••• ______ +_4 _________ ~ _____ •••• - -- --.-.---~.----------~.-

Year 

1965-66 

1966-67 

1967-68 

1968-69 
1969-70 

1970-71 

1971-7% 

Total in selV411 yare 

Quantity 
in tonnes 

%1,:U5 

77.,090 

71,133 

96,840 

1,37,480 

1,43,543 

,,89.422 

It 

It if 1Ied:dw.t eg.mlt , t.reeut of.~OO,OOO teDftes -of ~ ift 3 
,...n 1M ...... l·_~efR M\tel\ ,..... wet of the erdett·(JIf ~ S.~ti~ 
tonnes. 
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5.21. The Committee desired to know how the Railways assessed 
the traftic estimate at 1 million tonnes per year before creating faci-
lities for movement of this traffic. A representative of the Railway 
Board deposed during evidence: "The first approach was made to 
the Southern Railway by the Chief Engineer and administrator of 
the Tuticorin harbour project that they would require to move about 
3 million tonnes within 21 years .... Accordingly, the Southern Rail-
way made an assessment of the additional facilities that they would 
be required to move this quantity of stone in 21 years, and they wrote 
to the Railway Board. In the meantime, the Harbour project autho-
rities had also made a reference to the Ministry of Transport and 
Shipping, and we received a letter from the Secretary, Ministry of 
Transport and Shipping. They slightly modified the demand and said 
that this quantity would be required to be moved in three years and 
not 2. years. When we received this communication from the Min-
istry of Transport, we went into the representation made by the 
Southern Railway and accepted their justification for the provision 
of the facilities in view of the urgency of the movement required to 
be done within a period of three years. There was inter-ministerial 
discussion on the subject, and we received an assurance from the 
Ministry that part of the cost would be borne by them, for instance. 
on the siding at Ambasamudram quarry, from the quarry-site, that 
is, leading from Ambasamudram to the quarry-site, and the rest of 
the cost was to be borne by the railway, so we agreed to bear part 
of the cost for the facilities under discussion and the remaining cost 
amounting to Rs. 12 lakhs was borne by the Ministry of Transport 
and Shipping." 

5.22. The Committee were informed that the facilities which the 
Railways provided included extension of loop lines at five stations, 
two additional loops at two stations and marginally additional In co 
sheds at Tirunelveli. Be~ides this the Ministry of Transport provid-
ed a siding leading from the station to Ambasamudram quarry and 
additional track facilities at the quarry site at a cost of about Rs. 13 
lakhs. On being asked whether, apart from the estimates given by 
the Ministry of Transport the Railways made any study of the traffic 
potentials, the representative of the Railway Board stated: "The 
wo~k was of a composite nature. In view of the urgency of the mat-
ter by the Ministry, the Railways actually sanctioned the work on an 
urgency basis." In reply to a question, the witness added: "If there 
were a progressive programme for construction of facility we would' 
have certainly. curtailed at that stap. But as the Minbtry deposited 
th~ money which. they spent, we had.no doubt that U;ley were not 
also investing reasonably. We actually spent less than them." 
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5.23. The Audit para states that the Railways expected a return 
of 47.7 per cent on their part of the investment. Asked about the 
basis for this expectation, the representative of the Railway- Board 
stated: "It came to 46.7 per cent, because the estimated m~vement 
was about 155 wagons of boulders per day. This would have mEant 
OUf running about 4 additional trains per day since it was to be done 
within a period of three years as envisaged and hence the returns 
envisaged were naturally quite high. On a section which was run-
ning only about 6,6 trains per day, we were going to augment the 
number of trains by another four. So, it was 2J3rds addition. It was; 
worked out. vetted by our Finance, and we had no reason to dispute-
or doubt it." 

5.24. In reply to a question the Financial Commissioner for Rail-
ways clarified that the expected return of 47.6 per cent was only for 
the duration of the 3 years during which the 3 million tonnes of the 
boulders had to be. moved. He, however, added that the facilities 
created would be of use to Railways in the development of the hin-
terland for the port. 

5.25. The Committee enquired how the Ministry of Transport 
estimated that 3 million tonnes of traffic would be required to 00-
moved during a period of 3 years. A representative of the Ministry 
of Transport stated: "Assessment was made on the basis of prelimi-
nary report. We expected DPR would be prepared, got sanctioned 
and work done by 1965. We said we would require to carry 3 million 
tonnes in 3 years. That we would require for dumping into the sea 
to protect the harbour from the open sea· ... The Intermediate Ports 
Development Committee suggested development of Tuticorin Harbour 
as major port. This was done in 1960. We included this in third plan 
h 1961. We set up field organisation in 1962. In 1963 preliminary 
Project report was prepared. Our Development Adviser prepared 
the project report. The cost of project was expected to be 14 crores 
then. This was in 1963. It was a preliminary report. It was not. 
sanctioned in toto but Government accepted this project as feasible. 
Small estimates were sanctioned from time to time. The Chief En-· 
gineer was appointed in May, 1963. Central Design Organisation was 
set up in 1963. Engineering Sub-Committee came in December, 1963. 
Preliminary project report was approved in February, 1963. Tech-· 
nical AdvisOry Committee was set up to go into it in detail. The 
Technical Committee examined the project. Detailed·PR was made 
in November, 1964. It said coat would be about Rs. 24.3 crores. This. 
was under· examination In ·consultatlpn with. PlaImtng CemmissfOD 
till middle ·(jf 1967 .. Note ira put up to Cabtnet .ugeettng that the:-
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traffic forecast was not clear. Some expenditure was incurred on 
-estimates from time to time, for small works. There was possibility 
of stopping all expenditure or proceeding on small basis. The Cabinet 
considered this in July, 1967. They said in that year 50 lakhs would 
be spent, and that Expert Committee could go into traffic forecast as 
there were doubts about traffic materialising. Another Committee 
was set up. The result of this was, movement was not as fast as one 
would have expected. It was in driblets. Movements of boulders 
was not of the order required for the whole project." 

5.26. In a note the Railway Bo,ard have stated: 

"This Ministry is not aware if and how the assessment under-
went a change. On the contrary even as late as in August, 
1968, the Ministry of Transport & Shipping advised that 
Armoured stones alone to the extent of 1.75 million tonnes 
had to be moved. Necessary concession in chargeable 
weight as asked for by the Ministry was also granted. 
Again in 1969, when the Chief Engineer & Administrator of 
Tuticorin Harbour Project invited tenders for movement 
by road because of 'advantage of eliminating double handl-
ing and consequent delays and demurrage charges', the 
Ministry of Transport & Shipping wrote on 27th September, 
1969 that railways should arrange suitably to make avail-
able 'padded railway wagons in the requisite number' 
thus confirming that the demand for rail movement would 
continue. 

Further correspondence that took place between our Financial 
Commissioner and the Secretary, Ministry of Transport & 
Shipping would indicate that all arrangements were made 
by the railways, but the T.H.P. failed to offer traffic to the 
projected level." 

5.27. The following extracts from a D.O. letter (No. 24-PD-II(15)/ 
'70) sent by the Secretary, Ministry of Shipping and Transport on the 
28th July, 1970 to the Financial Commissioner Railways gives an 
indication of the real limitations in the offering of the traffic: 

"The c:OIlS1:ruction of breakwaters at Tuticorin has 10 far been 
taken up only in small sections. This is du to the fact 
~ tlle Project as a whole has aot beea. sanctiomad and 
c~ .. tly the fiDa1)cial ~tA,o .. ~ tM Project wme 
Il9t .~te. The tiQJ!k ~ ~be ltl.'lf.t8k1rateq _how .. 

, . ), .. -., ~I'-," IJifIied, f1\WMll*,-,. :'nttt ....... "" .f· *e, -1'1 _ 
_ :: " ~ ~,,... '" 8 . .,t ~,",J'" ~gb; ...... "4 
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this will require movement of boulders at a rate tar htgher 
than the present rate . 

• • • 
"A.$ brought about in. the note, the financial allocatiolll to the 

project in the past were not adequate for \l1\der1;a1dng 
marine works an a le.rge scale. Th~ WOl'Q have since 
gained momentum and I hope that the tranapom'ion of 
boulders for the project will also pick up. You will, how-
ever, observe that the estimate of the capacity of the rail-
ways to carry boulders is too optimistic an estimate. I 
understand there are practical difficulties at site. I am, 
however. having necessary instructions issued to the Chief 
Engineer and Administrator of the Project to utilise the 
line capacity to the full. I will alllO request you kindly to 
issue necessary instruction to the Southern Railway to 
cooperate fully with the Project AdministratiOll." 

5.28. The table below gives details of the total quantity of boulder 
traffic moved by rail and road from Ambasamudram to Tuticorin 
Harbour Project during the period from 1965-66 to 1970-71: 

1965-66 

19/>6-67 

1967-611 

1§I68-fi9 

1969-70 

1970-71 

By Rail 

M.T. 

aJ,:us 
47,1%2 

7~,099 

71;133 

96,840 

Il37.480 

4.45,1$119 

ByR* 

M. T. 

81,564 

75,830 

1,5",3114 

5.29. From the above it is seen that from 1969--70 bul~ .Qf the 
boulder traffic started movine by road, ~iked ~bout the repon. for 
this, the r~pre8enUltive of the Ministry of Tran$port sUilted: I'~ 
contractor has been representing that to move by rail give. him a 
number of difficulties. What happened was that he had moved 80 
wagons a day by rail, but after moving for some time, he found it 
was quite dift\cult due to certain reasons." He added: "These poi.nts 
have been accepted by the project authorities and they have report ... 
ad to us that because the output was quite low, and when it is low· 
they found it cheaper to take by lorry." 
3670 LS-S 
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5.30. The Committee pointed out that in the earlier years when 
the output wasnot much the traffic was being carried exclusively by 
rail and in the later years when the traffic had picked up a part of it 
has been diverted to road. Asked whether the relative cost of move-
ment by rail and road had been worked out, the witness stated: "We 
are still examining that. The contractor has been making frequent 
representation. " 

5.31. Explaining the relative advantage of movement by rail and 
road, the witness stated: "The number of cranes required for move-
ment by road is one crane at the quarry face and one crane at thr 
break-water. The stones get loaded into the truck at the quarr" 
face and get unloaded at the break-water to be dumped into the sea. 
If the stones are to be moved by rail, one crane is required at the 
quarry face. That small distance between the quarry face and the 
railway line has to be moved by lorry. We keep a crane at the 
quarry face and one crane at the lqading point. Then loading of 
stones into the wagons creates some problems for the contractors 
because stones cannot be loaded into the wagon beyond a specified 
limit because if it is beyond the specified limit, there is danger of the 
wagon being damaged. The contractor is also required to pay for 
the entire capacity of the wagon, though he may not be ablE' to carry 
that much capacity. He tries to make an exact loading equal to the 
capacity. That involves a number of adjustments. He makes that 
adjustment by using smaller stones. At the unloading point also, one 
crane would be required." 

5.32. On being pointed out that these problems should have been 
visualised in 1963-64 when the estimates were made, the representa-
tive of the Ministry of Transport stated: "The difficulty about visua-
lising can be realised from the fact that the contractor quoted a lower 
rate for movement by rail. It was thought by him perhaps that 
movement of such large th~ngs which are low rated commodity would 
be cheaper by rail. The contractor had quoted the rates to us one 
by movement by rail and the other by road. '!he rate for rail move-
ment was lower. The argument of the project authorities now is 
that it is cheaper to move by lorry because of the provision of cranes 
and certain other factors etc," 

5.33. The Committee enquired whether the movement of boulders 
was at any time affected as a result of Railway's failure to provide 
the requisite facilities. In this connection the representative of the 
RaUwayBoard stated: "In 1969, when the movement of boulders 
went up after sanction of the project, a difficulty was experienced 
by the project people because the boulders were damaging the 
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wagon. So, what was required was protection on the floor and some 
wooden padding. They wrote in 1969 that the additional steel frames 
and wooden padding which was required should be provided by the 
Railways. We provided the padding and the steel frames and asked 
them to accept the cost, which they did. One thousand steel frames 
and wooden padding were provided to remove the difficulty. It was 
only for three weeks that we had to curtail the service due to short-
age of coal occasioned by a strike on the Eastern Railway. Other 
than that period there was no short supply of wagons. Regular 
meetings are held between the two Ministries and whatever difficul-
ties come up are discussed from month to month." 

5.34. The non-utilisation of the capacity created for the move-
ment of boulders to the Tuticorin Harbour Project is a typical 
instance where the Railways were given an incorrect forecast of 
traffic by the user ,Ministry. The Committee, cannot appreciate as 
to why the Railways did not subject the anticipations of the Minis-
try of Transport to a close scru'tiny before decidill¥ upon invest-
ments of the order .. Rs. 11.50 lakhs on an urgency 'ltasis. ,.he 
Project has also involved investment of a sum of about Rs. 13 lakhs 
on Railway siding etc. As against the estimated movemen.t of 3 
million tonnes of boulders by rail commencing from lst July, jl965, 
the quantity moved during seven years ended 31st March, 1.972 was 
a more 0.59 million tonnes.. This was explained as due to delay in 
sanctioning the Harbour Project as a whole. Thus the rail facilities 
were provided without ensuring integrated execution of the project 
as a whole. It is surprising how the Ministry of Transport and 
Shipping could give indication regarding the transport requirement 
prematurely which led to unnecessary creation of traffic capacity. 
Such a casual approach to investment of public mOlDe)' cannot but 
be deprecated by the Conunittee. The whole DUltter, therefore, 
requires investigatiOn to obviate recurrance. 

5.35. Another matter causmg serious conc:em is that having in-
dicated that the entire trafBc would be moved by rail, the Barbour 
Project had allowed diversion to road. How considerable was this 
diversion can be seen from the fact that a quantity of 1.57 lakhs 
tonnes of boulders were moved by road from Ambasamudram to 
Tuticorin Harbour Project during 1969-70 and 1970-71 as against 
rail movement of 2.34 lakh tonnes. The plea that iJte road transport 
is cheaper cannot be accepted in the absence of economics of the 
rail and road transports having been worked out and in view of 
the lower rates quoted by 'the contractor for movement by rail. The 
Commitf1ee, therefore, desire that the Ministries of Railway. and 
'rransport and Shipping should go into this question in detail and 
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Worm the Committee of the steps taken to eDSU'e that the rail 
caJ"ICit,. created spec:iftcally for carryiag materials for die harbour 
is beiag put to efteetive use. 

Southern RailW(L1I-Uwnecessary creation of line capacity on the Vile 
lu.puram-Katpadi section. 

Au.dit Pa1'agraph: 

fU6. In oroer to meet the anticipated increase in trafftc to Southern 
Railway vi" Dronachallem following the construction of Khandwa-
Hingoli link which provided a through M.G. line from the North to 
the South and to move an anticipated traffic of 5 lakh tonnes of iron 
ore by 1962-63 (when compared to the level of 2.36 lakh tonnes moved 
in 1959-60) for export via the minor ports of Cuddalore and Pondi-
cherry from Bellary-Hospet area, the Railway Administration .exe-
cuted line capacity works of extensiol1 of loops flt 9 stations and addi-
tional loops at 4 stations on the Villupuram-Katpadi section bet-
ween lOOt" and 1964 at a cost of Rs. 14.81 lakhs. 

5.37. In 1962, a new M.G. link between Salem and Bangalore was 
also sanctioned, making it possible for the traffic destined to stations 
on South M.G. system to b.y-pass to some extent Villupuram-
Katpadi section. This new line was completed and opened for traffic 
in November, 1968. 

5.38. The additional traffic which was anticipated to move over 
V11lupuratn-Katpadi section, however, did not materialise. On the 
other hand there was decline in traffic as a result of which total 
number of trains run on the section in 1969-70 was 7 each way against 
8 trains each way handled in 1962-63. 

5.39. The Railway Administration explained (November, 1971) 
that the non-materiaIisation of traffic was due to (a) increased traffic 
antitipated from the North via the through M. G. link not having 
eotn~ up (b) the export of iron ore via the minor ports not increas-
ing to the anticipated l~v~l, though of late thi8 has shown a tendency 
to pick up as may be seen from thii!l increase in iron ore traftlc from 
0.74 lakh tonnes in 1989-70 to 1.43 lakhtonne!! in 1970-71. DieseUsa-
Hon of through goods services on this section has enabled clearing 
more traft\c with sotne reduction tn the humber of trains run and 
to a limited extent there has been diversion of some of the traffic 
1M Salem-Bangalore line. 

5.40. Apart from the above, trafRc facilities were created on the 
GUJ\takal-Dharamavaram-Pakala-Katpadi section also, at a cost 
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of Rs. 32.38 lakhs in 1961-62 for meeting the anticipated increase in 
iron ore traffic. This investment also remains unproductive due to 
non-materialisation of iron ore traffic. 

[Paragraph 45 of the Report of C. & A.G. for the year 1970-71 ()n 
Railways] 

5.41. It is seen that the lit:e capacity works on the Villupuram-
Katpadi lleetion were executed for two reasons namely, 

(1) to meet the anticipated increase in tratRc to Southern Rail-
way via Dronachallem following the construction of 
lthandwa-Hingoli link which provided a through M.G. 
line from the North to the South; and 

(ii) to move an anticipated traffic of '5 lakb tones of iron ore 
from Bellary-Hospet area. 

The traffic, however, did not materialise according to expecta-
tions. Explaining the non-materialisation of traffic via Dronachal-
lem, the Railway Board have in a written note stated: 

"Prior to the construction of the Khandwa-Hingoli link. as is 
known, the Northern metre gauge and the Southern metre 
gauge portions were two completely separate entities. 
Traffic from and to ·eitherof these WlitS naturally had to 
undergo transhipment which constituted a big constraint 
in the free flow of through traffic. The proposed establish-
ment of this link was, therefore, expected to generate 
traffic flows, with the removal of thecoRskaint of tranship. 
ment, and the possibility .of through movement along with 
the M.G. route. Est'imatesbased on the original forecasts 
of traffic offering frOJn the Western and Northern Railways 
indicated that if the movement which until then had been 
subject to regulation due to transhipment problems, was 
made free, the traffic to Southern Railway would be ex· 
pected to increase by 50 per cent and the Southem Bail-
way were to be prepared to deal with this additional in-
take at Dronachallem from the Central Railway. 

However this traffic did not materialise as anticipated. It is 
difficult at this stage to precisely pinpoint ·the rea8Ol'lifor 
nan-materia:lisation of the anticipated traftic but it may, 
perhaps be partly due to the reluctance ·of the trade to 
use the all M.G. route from North to Soutih,but largely 
because of the sluggish growth in traffic whidh was ad. 
versely affeded after 1965 due to the general .economic 
.reoession ·m the .country." 
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5.42. The table below indicates the targets fixed from time to time 
for movement of iron ore via Cuddalore and Pondicherry and the 
actual movement during 1959-60 to 1971-72: 

Targets and movement of Iron Ore from BAY-HPT(MG) section to 
. Cuddalore and Pondicherry Ports 

---------.-----.------------.---~------

Year (July to June) 

1959-60 

1960-61 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1 96P""70 

1970-71 . 
1971-72 

To Cuddalore 

Annual Movement 
target 
(in tonnel» 

250000 
(For July 
& August 
3()0000 
(From 
August) 

325000 

300000 

300000 

400000 

400000 

450000 

350000 

3()0000 

150000 

70000 

250000 

300000 

in 4- In 
wheelers Tonnes 

2I96u 

16458 197496 

11307 183017 
9856 162365 

12918 215994 

17338 397434 
17330 297129 

U~ 60683 

1-10-66) 
Il549 199016 

6422 96330 

6129 II0312 

4137 74466 

7945 143054 

148557 
._------ .... 

Annual 
Target 
(In 
tonnes) 

100000 

150000 

150000 

To Pondicherry 

Movement 

In 4-
wheelers 

1402 

3232 

1095 

In 
tonnes 

5~093 

19610 

5.43. From the above, it is seen that except for 1964-65 and 1965-66, 
the actual movement of iron ore via Cuddalore and Pondicherry was 
less than even the. figures for 1959-60. Asked what was the basis for 
anticipating increase in iI"Ll'll ore traffic for export via the minor ports 
of Cuddalore and Pondicherry, the Railway Board have stated in a 
note as follows: 

"The ore bearing areas of the BeUary-Hospet region have huge 
reserves of high grade iron ore, one of the main foreign 
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exchange earners of the country. It was estimated in 
1958, that the proved reserves of iron ore in the region were 
of the order of 158 million tonnes. 

2. The then Ministry of Commerce and Industry, vide their 
U.O. Note No. 8796/MD/58 of 13th November, 1958 forward-
ed a note prepared by the State Trade Corporation, on the 
subject of Export of Iron Ore, wherein it was stated that 
in order to retain the competitive strength of Indian Iron 
Ore, the freight cost had to be kept to the minimum and, 
therefore. iron ore had to be moved to the nearest port. 
Under this scheme, Cuddalore and Pondicherry were 
chosen as the ports through which iron ore could be ex-
ported at cheaper rates. 

3. Based on the above decision of the State Trading Corpora-
tion, through which the entire export of iron ore was chan-
nelised, Southern Railway was addressed in November-
December 1958 to examine and report on the minimum ad-
ditional facilities required to handle the additional traffic 
of 2,00,000 tonnes via Pondicherry and 1,50~OOO tonnes of 
iron ore via CUddalore. The quantum of this ore traffic 
was as indicated by the then Ministry of Commerce and 
Industry, vide their U.O. quoted earlier above. 

4. Later, the General Manager, State Trading Corporation, vide 
his D.O. No. STC(M/(MC) /74(15.62) of 6th April, 1962 

. again furnished a statement shOWing the rail movement 
capacity which the Corporation would like the Railways 
to provide on different sectors during the year July. 1962 
to June, 1963. It was confirmed therein that the Corpora 
tion would undertake to ensure sufficient traffic in ore to 
fully utilise the additional movement capacity required 
to be created for the purpose. In regard to the rail move-
ment requirements for are despatches from Bellary-Hos-
pet (M.G.) section, via Cuddalore during 1962-63, the S.T.C. 
had, vide the same letter, indicated this to be as follows: 

Revised movement taaet 
J96r-6z (Tonnea) 

3,00,000 

Bxpec:ted movement in 
1961-6z(tonnea) 

Capacity required for 
movement in 196z-63 

('ronnea) 

5. The importance of maintaining the tempo of iron ore ex-
ports by gearing railway facilities to meet this demand was 



emphasIsed time and again at the highest level, through 
correspondence, and J'OOnthly meetings held between the 
Railways and the Siate Trading Corporation Authorities." 

"When the fact of non~materialisation of the promised quan-
tityof traffic during 1!J&l-63 was brought to the notice of 
the Chairman of the successor Organisation viz .. Minera.Is 
-& Metals Trading Corporation, vide Board's letter No. 641 
TTIlj74j2 of 21/22nd February, 1:964, the M.M.'T.C. explain-
ed tflat the movemtent of CuddalOf'e was poor due to heavy 
accumulation of ore at the port and &hipment difficulties. 
In the same letter (No. MMTC/M/(MC)/74/5/64 of 12th 
March, 1964), the M.M.T.e. again indicated that they still 
expected during the year ending June. 1964 to move about 
3.'51akh tonnes of additional are than during the previous 
'year from stations on Southern Railway. This indicates 
the optimism that still 'prevailed in their forecasts given 
to us. 

When in April, 1'970, the M.M.T.C. were again addressed and 
told tit.it w+tile falCilities bad bee'Pl developed on the South-
ern Railway, on the anticipation of increased movement of 
iron ore 10 'Cuddalore, the anticipated traffic had not mate-
rialised, they again indicated even at this stage that they 
expected that export of iron ore via Cuddalore was likely 
to be 2.5 lakh tonnes in 1970-71, increasing t03 lakh tonnes 
in '1971-72. 

It wauM be seen from the above tha't S.T.C.fM.M.T.C. had con-
stantly 'been tmticipatin'g an increased movement at iron 
'ore via 'CUddalore and Pondicherry ports, but their fore-' 
C8S'ts and assurances in this 'regatd<!id not 'fructify. 

MeanWhile, in View of the tepea'ted 'assurance by S.T.C., 
M.M.T.C., the Railways had to gear themselves as other-
wise tack of n4!Cel8ary ~ty wOlltd Rave adversely 
'afteCted 'the moverilent61 this export earning traMc. 

The additional line capacity was thus created in the context 
ollhe anticipation dh'rtC'l"eased movement of il'on are traftic 
toCuddalore and Pondicherry pons, as itidica'tedby the 
State ~ding Coi'pOnrtion (now;Minet'als & Metals Trad-
ing C6rp0rationr). The shortfall ill ,the movement of iron 
ore has been attributed by the M.M.T.C. ~o there being no 

,1'/ 
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ap}'>reciable increase in the sale of iron are to foreign coun-
tries through these ports, a factor over which the Railways 
had no control." 

5.45. The Committee desired to know whether the likely impact 
of the neW M.G. link betwEen Bangalore and Salem on the move-
Ment 'of traffic destined to stations on South M.G. system was con-
sidered before the line capacity works were undertaken on the Villu-
pura:rn-K:atpadi section. The Committee further asked if due to this 
link, the traffic destined to stations on South M.G. system could 
have by p&ssed ViIlupuram-Katpadi section, what was the justifica-
tion for the extension of loops at stations falling on this section. 
Ih a note furnished to the Committee, the Railway Board have 
explained: 

"Even during 1960-61 when the ,proposal for the construction 
'Of the Bangalore-Salem section was under consideration, 
the issl1e of probable diversion of traffic f!'om the existing 
M.G. and B.G. sections. including the Villupuram-Katpadi 
section, to the Bangalore-Salem link, was examined. It 
was, however,concluded that although the!-e will be some 
diversion, nevectheleis such diversion would be more 
than offset by the anticipated increase in movement of 
tralfic likely by 1965-66. 

At the time of examination for providing additional loops and 
extending of loops on the Vmupuram-Katpadi section, the 
Southern Railway vide their letter No. W.56/XXVI!62, 
dated 25th April, 1961 addressed to Secretary (W), Rail-
way Board had, while commenting on this aspect, stated 
that "the additional traffic which will develop as a result 
of the Khandwa-Hingoli link will go partly towards 
Bangalore, and partly to'wards Villupuram and South of 
Villupuram." Latter while spelling out the expected 
quantum of traffic likely to be moved on Villupuram-

, Katpadi section., the Southern Railway had stated that out 
'of tae additional traftk of 70 wagons per day expected to 
materialise at Dronaehallem, 45 wagons were expected to 
move on the Katpadi-Villupuram section en route to 
Madurai and beyond. This indicates that the Southern 
Railway was all along fully collscious ot the impact of the 
probable diversion of traffic from Villupuram-Katpadi sec-
tion to the Bangalore-Salem link. 

The question of diversion of export iron ore from the Bellary-
Hospet mines to Cuddalore via the Bangalore-Salem link 
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was not mooted, due to the Villupuram-Katpadi link 
being shorter, and STCjMMTC's insistence on keeping the 
freight costs as low as possible in order to maintain the 
competitiveness of our export ore in the world market. 

It will thus be apparent that the issue of probable diversion 
of traffic from the Villupuram-Katpadi section to the 
Salem-Bangalore link was gone into while examining the 
justification for additional facilities on the Villupuram-
Katpadi section quite a.part from the one which was 
undertaken in 1961 at the time of examination of the pr~­
posal for the new line from Bangalore to Salem." 

5.46. While justifying the need for carrying out capacity works 
on the section, the Railway Board have stated in a note as under: 

"The main point is that the linking of the North-South M.G. 
systems was expected to generate considerable additional 
through goods traffic. Based partly on this and largely 
on the anticipa.tion of additional Iron ore traffic, certain 
capacity works were planned and executed on the Villu-
puram-Katpadi section. Neither the general goods traffic 
nor the Iron Ore traffic materialised as initially anticipat-
ed the former being mainly due to the general economic 
recession, while the Ileasons for the latter have been sep-
arately indicated .... In either case, the non-materia-lisa-
tion of traffic as initially anticipated was beyond the 
Railway's control." 

5.47. As regards the prospects for the utilisation of the traffic 
facilities provided at the cost of (i) Rs. 14.81 lakhs on the Villu-
puralll-Katpadi section and (ii) Rs. 32.38 lakhs on the Guntakal-
Dharmavaram-Pakala-Katpadi section the Railway Board have 
stated: 

"However, the present indications in the movement of iron 
ore are showing an encouraging trend. The· clearance 
during 1970-71 (1,43,053 tonnes) to Cuddalore port is near-
ly twice that dvring 1969-70 (74,466 tonnes). This figure 
has further gone up in 1971-72 (1,48,557 tonnes). 

Besides the showing up of iron ore traffic, the overall trend 
of traffic also appears promising. Freight traffic carried 
on the ViUupuram-Katpadi section has increased from 
94.4 million NTKM in 1969-70 to 114.2 million FTKM in 
1970-71 and 127.9 million NTKM in 1971-72. 
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Meanwhile, the major portion of the facilities that were pro-
vided related to the lengthening of loops. This has faci-
mated running of trains with increased trailling loads per 
train, following partial dieselisation of freight services 
over this section. 

It will thus be seen that the increased capacity created on the 
Guntakal-Dhannavaram-Pakala-Katpadi and Katpadi-
Villupuram sections had not been fully utilised due to the 
actual offering of iron ore traffic for movement beIng at a 
lower level than anticipated by M.M.T.C. and communi-
cated t6 the Railways from time to time, while over this 
the Railways had no control, it would appear from figures 
of actual movement during the last three years, that the 
prospects appear encouraging, and that the facilities pro-
vided will be utilised to a considerable extent in future." 

5.48. It is seen from paragraph 30 of the Report of C. and A.G. for 
1970-71 on Railways that project estimate costing Rs. 6.58 crores for 
the construction of a new B.G. line from Hospet to Guntakal for 
movement of iron ore towards Madras Port were prepared in 1962-63 
and the line was completed and finally opened for traffic in Janu-
ary, 1966. 

5.49. The Committee note that apart from creating traffic facili-
ties on the Guntakal-Dharmavaram-Pakala-Katpadi section at a cost 
of Rs. 32.38 lakhs in 1961-~ additional facilities were created on 
the ViIlupuram-Katpadi sectiOil between 1961 and 1964 at a cost of 
as. 14.81 lakhs to. move the antieipatecl increase in iron ore traffic 
for export via minor ports of Cuddalore and Pondicherry from 
Bellary-Hospet area. The traffic moved to the miner ports, how-
ever, adually dropped from 4.5Z Iakh fOlllle8 in 1964-65 to 1.99 Iakh 
tonnes in 1966-67. Thereafter the traflic moved was much less. The 
Committee find that the project estimate costing Rs. 6.58 crores for 
the construction of the new ,B.G. line from Hospet to Guntakal for 
movement of iron ore towards Madras Port was prepared in 19162-63 
and the work OD the Project was completed in January, 1966. They 
would, ther~ore, like to know how far the significant reduction in 

. the movement of iron ore ,to the minor ports was due to the opening 
of the new B.G. line from Hospet to Guntakal and whether there 
was any coordinated planning in creating additional capllcity 
on the M.G. lines and the eonstruction of a new B.G, line ostensibly 
for the same purpose of movement of iron ore. 

5.50. It is seen that the capacity works on the VllupuJ'1l'lnl-
Katpadi section were undertaken partly to meet the anticipated 
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illcrease in traffic to Southern Railway following the construction 
of Khandwa-Hi'Dgoli link providing allM-G. route from North to 
South. 'l'h.is anticipation also proved to be unrealistic. The RaiJ-
way Board have stated that the reasons for the non-materialisation 
of traffic as anticipated cannot be precisely pinpointed. This is a 
ease where the Railways ,eaDDOt blame any other department for 
giving an Ulll'ealistic estimate of trafti.c aM it typifies the Railway's 
own failare. The Committee caIUI8t t-oo stroRgIy suees that the 
Bailway Administration should be c:irc:nmspect ia undertaking 
eapkal woraof this nature. 

Central Railwa.y-Si1t.gTOII.Lli-Katni Project, 

Au.dit Paragraph 

5.51. In connection with the projected development ·01 Singrauli 
Coal Fields during the Third Five Year Plan, the construction of 
Singr.auli-Katni line was sanctioned in December, 1962 through an 
Urgency Certificate. The original forecast was tha.t by the ,end of 
the Third Plan, 2.5 million tons of coal per annum would be pro-
duced at Singrauli, which would move over Obra-Singrauli. Fur-
ther development of mines to 10 million tons level was expecteci by 
the Fourth Plan, by which time Singrauli-Katni line was 'also sche-
duled for completion, so that this coal could move to Western India. 

5.52. in July, IS64 the Ministry of Mines hadindica-ted that the 
target 'of coal producticm at Singrauli by the end .of the Fourth Plan 
had been scaled down to 4.37 million tOnDeS for tr.ansport ~y rail 
and almost the enfiTe quafttity would be movm« ",warda .obra. Tlle 
MInistry of Railways (Railway Board) however, in December, 1964 
decided to complete tfte work :by Deoember, 19tii. The warkcm the 
line was la1lerslowed down from 1965 and such items 0n whioh ·com-
mitments had already been ~nttered ililto were lGdl.ily plloceeded wHh. 
All fresh commitments were 'stopped from 1966. The ,date of .com-
pletion of the line was also prGgressivel'y postpomed to March. 19'W 
even though the wOt'k had beeJ'lstarted d.n . December, J.962 .on ,an 
urgency certificate. It was ecpedtIed that traffic SurveyRtlport 
would be completed :by 1968. The Survey ,Repert wa~, b&wevrer, .ac-
tuaJly submitted only in July, 1967. The 'iotal experuUtare tr-om 
year to year from the date af commencement, on lEi .p!:Os}ectis 
given below: 

Year ending Total Bxpendiauc 
-.-----.-..,.------- .. -----........--,-,---~----.-~-.--------.-.----

Nil 

t • 50 i:rorea 
---, -_._.-"---'--- ----------.-
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Year ending Total Expenditure 

1964-65 5' 33 crores 

1965-66 9' Ss crores 

1966-67 '3'19 crores 

1967-68 16.35 cmres 

5.53. The financial consequences of the opening of the line ac-
cording to schedule and working it in the context of non-availability 
of coal traftic from Singrauli on which the entire project was based, 
was made by the Railway Board in the later half of 1967 and the 
possibility of recurring loss of &. 2 croces per annum was revealed. 
The Ministry of Railways (Railway Board) thereupon in November, 
1967 proposed that such loss should be compensated by the General 
Revenues. The Committee of Secretaries, which examined this 
question in November, 1967, did not accept the magnitude of loss as 
indicated by the Ministry of Railways and desired re-examination 
of this and the revised assessments of the traffic prospects of this 
line. Between this period and December, 1969, the Railway under-
took such studies and also attempted a'~ assessment of the impact 
of transporting diverted traffic (which otherwise was expected to 
pass via Moghalsarai), upon the Railway Revenues. The Ministry' 
of Railways (Railway Board) eventually decided in December, 1969 
to complete the project on the following considerations: 

(1) The Railways had already spent an amount of Rs. 17.44 
crores and by spending about 2.6 crores more the line can 
be opened with minimum facilities; 

(2) The line could be used for transporting 0.5 million tonnes 
of limestone from Barhi to Bokaro and Durgapur Steel 
Plants for which no line capacity was available on the 
trunk routes, besides transpoiting local goods and pass-
engers and help in the general development of this back-
ward area; 

(3) The loss in the working of the line was expected to be 
about Rs. 1.35 crores as against the loss of Rs. 1.08 crores, 
if the line was sealed off at that late stage. It was ex-
pected that this additional loss of about Rs. 27.5 lakhs 
could be made up by inflating the distance for charge by 
55 per cent taking into account the fact that the trans-
portation of limestone and dolomite to the steel plants by 
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longer route in the absence of this rail link would have 
entailed additional cost. 

(4) No diverted traffic was expected to move over this line. 

5.54. It was pointed out to the Ministry of Railways (Railway 
Board) tha.t if the need for the work had been reviewed in 1964 
itself, the project could have been sealed off at a stage when the 
physical progress of the same was only 10 per cent and the approxi-
mate expenditure incurred was only Rs. 2.5 crores. l,t was, how-
ever, explained that apart from movement of coal traffic, this line 
was intended to meet strategic requirements and opening up of a 
backward area also and that these factors were also taken into ac-
count in completing the line. 

[Paragraph 67 of the Report of the C. & A.G. for the 
year 1970-71 on Railwa.ys]. 

5.55. The Committee enquired how a forecast was made that by 
the end of the Third Plan 2.5 million tonnes of coal per annum 
would be produced at Singrauli. A representative of the Depart-
ment of Mines stated: 'It was in April, 1962 that the Working Group 
on Third Plan submitted their report to the Planning Commission 
and they gave a figure of 2.5 million tonnes from Singrauli coal-
fields by the end of Third Plan." He added that as against a target 
of 2.5 million tonnes the Singrauli coalfields did not produce any 
coal during the Third Plan. 

5.56. The Committee pointed out that according to the Audit 
paragraph the Singrauli Coalfields were expected to produce 10 mil-
lion tonnes of coal by the Fourth Plan. In reply to a question as to 
how this target was fixed, the representative of the Department of 
Mines stated that this was only an indication given in 1961. Later· 
on in a· written note, the Department of Mines explained: 

"The Singrauli coalfield, the northern most of the Central 
India coalfields is situated advantageously for the suppJy 
of coal to destinations in Northern and Western India. 
The proving of reserves in Singrauli was started in 1958 
and, by 1960 the Geological Survey of India had proved 
the existence of 500 million tonnes of coal in a portion of 
the field. These reserves were contained in two seams 
one about 90 ft. thick containing 236 million tonnes of low 
grade coal suitable for thermal power generation and an-
other averaging 50 ft. in thickness and estimated to con-
tain 371 m. tonnes of better grade coal. As the coalfield 
extended over a big area (about 64 miles from east to 
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west and about. 28 miles from. North to South) the total 
reserves were anticipated to be very much more and 
capable of sustaining a high rate of production. La.test 
estimates put the reserves in Singrauli coalfield at about 
9121 m. tonnes including 2724 m. tonnes of proved re-
serves. 

Being a coalfield with such large potentialities and being con-
veniently located from the point of view of easy transport, 
it was considered in 1961 that Singrauli coalfield should 
have a target of 10 million tonnes in an overall production 
programme of 200 m. tonnes (Third plan target of 97 m. 
tons plus additional production of 103 m. tons) tentatively 
estima·ted for the Fourth Plan. This tentative programme 
placed before the Coal Council of India in its meeting on 
19th September, 1961. The Council considered it but no 
decision was taken probably as it was then too early to 
finalise the Fourth Plan Programme. It is, however, 
noted from a letter received from the Coal Controller 
which was endorSed to the Ministry of Railways by the 
then Department of Mines and Fuel in May, 1962 that a 
Fourth Plan target of 10 m. tons from SingrauIi was envi-
saged early in 1962, but it is regretted that it has not been 
possible to find out from the records now available in the 
Ministry as to how this figure of 10 m. tons was arrived 
at. 

The Third Plan target of Singrauli coalfield was fixed at 2.5 
m. tonnes from the Singrauli I and Singrauli II (Jhin-
gurda) mmes but midway during the plan perfod, the 
slump in coal .demand set in. After the mid-plan review, 
N.C.D.C. suspended work on the Singrauli I project in 
1964-65 partly due to the slacknesl> in demand and partly 
due to non-availability of foreign exchange for the open 
cast machinery required for the development of the mine. 
The development of Jhingurda mine was continued for 
meeting the coal requirements of Renusagar (Hindalco) 
and Obra (U.P. State Electricity Board) power Station. 

The report of the Fourth Plan Planning Group was submitted 
to Government in July, 1964. The Planning Group made 
an assessment of the reqUirements of coal as at the end 
of the Fourth Plan after holding detailed discussions with 
the various consuming industries, State Government, 
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Ministries etc. They also took. into account the current 
consumption and rates of growth. current and projected. 
After this scrutiny, they estimated the demand for non-
coking coal as at the end of the Fourth Plan to be of the 
order of 80.74 m. tonnes. A production programme to 
meet this demand was suggested by them after taking 
into account the approved Third PJan schemes of the 
National Coal Development Cocporation, SingrauU Col-
lieries Company and private sector. The gr,oup found 
that the N.C.D.C. projects would be able to achieve a 
productior.. (non-cooking coal) of 8.19 m. tonnes by 1965-
66 against their Third Plan target of 17.28 m. tonnes. This 
included production of 0.45 m. tonnes from Singrauli 
(Jhingurda Mine). In the Fourth Plan it wa.s anticipat-
ed that addition to the target production of 1 m. tonnes 
from this project (as then envisaged) the Singrauli I 
project which had been suspended in the Third Plan, 
would be completed to achieve its target production of 
3.05 m. tonnes and also expanded to produce further 
0.32 m. tonnes. The tota1 anticipated production from the 

. Singrauli coalfield thus came to 4.37 m. tonnes (3.37 m. 
tonnes from Singrauli I and 1 m. ton from Singrauli II). 
These estimates were based em data furnished by the N.C. 
D.C. at that time. 

It may be pointed out that the estimate of 10 m. tonnes pro-
duction from Singrauli at the end of the Fourth Pla.n was 
a purely tentative one not based on any project reports. 
It was an expectation based on the huge quantity of re-
serves being proved in the coalfield and its proximity to 
the main consuming centres in the Northern and Western 
regions. It was more in the nature of a perspective plan 
on the basis of the very limited data then available. 
When the Planning Group gave its report in 1964, the 
position of the projects to be taken up in Singrauli had 
crystallised and it was able to ta.ke a realistic view of the 
possible achievemer.ts. Even this target has not materia-
lised so far because the work on the Singrauli projects 
was again slowed down due to the n.bsence of a firm indi-
cation by the power stations to take the coal from thfs 
field. Efforts are now being made to remove these hind-
rances so that the development of the Singrauli as well as 
other coal-fields are co-ordinated with the construCtion of 
the various large thermal power stationS!. A Standing 
Linkage Committee has been set up by Government re-
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cently to co-ordinate such matters. The Ministry ot 
Irrigation and Power, the Ministry of Railways, the Plan-
ning Commission and the coal producing authorities are 
represented in this Committee." 

5.57. During evidence the representative of the Department of 
Mines informed the Committee that the Singrauli-Kanti rail link 
had never been suggested by that Department. In this connection, 
the Chairman, Railway Board stated: "In 1960-61 there W36 a coal 
transport crisis and the Railways were under very severe criticism. 
Railways tried their best to increase coal movement and in 1"962 we 
were just about to meet the demand. At that time one of the things 
that Railway Ministry had emphasised was that there was no 
possibility of increase in capacity for movement on the grand chord 
Section and the outlying Coal fields must develop if there is increas-
ed dema.nd for coal in the country. On tnat basis transport require-
ment was being thought of. When we heard Singrauli Coal field· 
was to be developed, the question of rail connection for that coal 
field came up. The connections that were thought out were Chunar 
in the North and Katni in the south-west. N.C.D.C. were interest-
ed in having connection to Chunar side since they were having in the 
first stage to make supplies to power stations and the little extra 
that might have been left over was to be sent to Northern India. 
When full.development of coal field was to be done the only outlet 
was to Western and Centra.! India. At that time there was a lot of 
optimism in regard to coal demand and there was a lot of enthusiasm 
for planning and being ready for meeting the requirements for 
movement. In 1962 there was the emergency. At the time of that 
emergency the need for interior line for movement which would 
not be exposed was co~sidered desira·ble on strategic grounds and in 
a meeting held on the 5th October, 1962 it was decided by the Minis-
ter for Economic Co-ordination that this line must be constructed 
and after a ~ew weeks in a Cabinet meeting the progress of this line 
was asked to be watched and the Railway Ministry was asked to 
complete in 3 years instead of 4 years." 

5.58. The representative of the Department of Mines informed 
the Committee as under: 

"When we thought of Singrauli, we thought of giving some 
sort of additional source of production of coal for the 
North India power houses from the very beginning." 

When the Committee pointed out that according to the Railway 
Board the plan was to move coal from Singrauli to Central and 
Western India, the witness replied: "That is not our stand." In 
3670 LS-8. 
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this connection, the Chairman, Railway Board stated: "This is a re-
cent development. We have been asked to move coal from Bengal, 
Bihar coal fields to" north India., .. In regard to the expansion of 
Badarpur power-house there was a controversy. We decided that 
we shall supply coal to Badarpur only from Singrauli and we can-
not move it from Bengal, Bihar, but we were told that Singrauli is 
not likely to come up and we have to move it from Karanpura. The 
only way will be from Karanpura along with this line to the extent 
that the other existing route cannot move it. On this basis, the ex-
pansion of Badarpur power station is being considered." 

5.59. In reply to a question the Chairman, Railway Board stated: 
uThe line was to be ready at the end of the third plan. The survey 
report at the Railways did not justify the construction of the line 
immediately, The line was taken up on a decision of the Govern-
n1ent that this must be taken up for strategic considerations earlier," 
He added: "If it was left to us, we would ha.ve taken it up later." 

5.60. About the remunerativeness of the line, the Chairman, 
Railway Board stated: "It was not considered remunerative at this 
stage. At present, there is some hope of getting some lime stone 
to be moved from Katni area. along the line of Bokaro. There is 
some possibility of moving some coal from Karanpura along this 
route and diverting some trom Bihar and Bengal going to Western 
India to the northern area. This is under consideration." 

5.61. Asked whether at the time of sanctioning the line the Rail-
way Board objected to its constructiQn on the grounds of its being 
unremunerative, the Chairman, Railway Board replied: "When a 
Cabinet decides to do a certain thing the Railway Ministry cannot 
really record its objection because it would be on considerations 
whiCh ate related to the overall interest of the country:" 

5.62. The Committee enquired why the background of the deci-
sion to construct the line on strategic consideration was not brought 
to the notiee of the Audit when the Audit para was referred to 
them. In this connection, the Chairman, Railway Boatd stated: 
'We did not want to put all matters in the file in regard to the 
sb'ategic matters and this was explained to the Auditor General 
last year. That is the reason why in the Audit para it is mention-
ed that there were the strategic considerations. We did not want 
to put aU this because we felt tnat this would be published. We 
felt that this would be a published report and it would be known 
to all and there might be many questions to ask." 
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5.63. The Committee desired to be furnished with a detailed note 

.*Pl8jning the circumstances under which the construction of the 
Jiiie was taken up and co~pleted. The Railway Board have fur-
IiIIdJed the following note: 

"In the P.A.C. meeting held on 21st September, 1972, P.A.C. 
desired to know the circumstances under which the con-
struction of Singrauli-Katni rail link was taken up. 

In this connection it may be stated that although the Singrauli 
Coalfields, where the deposits of coal are reported to be 
large, are to be exploited initially to cater to the Thennal 
Plant at Bobra (for which Singrauli-Obra link taken up), 
the N.C.D.C. Ltd., had indicated during June, 1960 that 
the future plans for the Singrauli Coalfield wa~ to feed 
the consumers jn Central and Western India, from this 
source. ·In the Inter-Ministerial meeting held on 4th 
May, 1961, the representative of the then Ministry of 
Steel, Mines and Fuel stated that by the end of Fourth 
Plan, the output of coal from the Singrauli Coalfields was 
likely to go up to 10 million tons per annum. Having 
regard to the long-term development of Singrauli Coal-
fields and its utilisation to feed Central and Western 
India, a preliminary Engineering a.nd Traffic Survey was 
sanctioned in June, 1961 for finPing out a most suitable 
outlet for Singrauli Coal towards Katni. 

While these Surveys were in progress, the Coal Controller's 
letter to Ministry of Mines and Fuel in May, 1962 con-
firmed the target production of 10 million tons of coal 
per annum from the Singrauli Coalfields at the end of the 
Fourth Plan (1970-71). They also indicated that 2/3 of 
the production of Singrauli Coalfields was likely to move 
over the new rail link proposed from Singrauli to Katni. 

The Planning Commission in their U.O. dated 10th August, 
1967 (addressed to the Ministry of Mines and Fuel ana 
copy endorsed to the Railway Board) informed that the 
railway line to provide an outlet for Singrauli Coalfields 
towards Katni has been included in the Third Plan against 
the provision of 200 miles required in connection with 
tlhe development of coal industry. 

It is, however, seen from the U.O. dated 16th August, 1962 
from the Ministry of Mines and Fuel, addressed to the 
Planning Commission, that the Ministry of Mines and 
Fuel was not in iavour of accounting the Singrauli-Katni 
rail line against 200 miles of railway lines planned for the 
development of coal industry in the Third Plan. (This 
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reference came to Railwa.y Board notice only during, 
November, 1967, when the Ministry of Mines and Fuel 
furnished. their comments on the Paper prepared by the 
Railways for consideration by the Committee of Economic 
Secretaries) . 

From middle of August, 1962 onward, this project had gone into 
different important stages of consideration, an account of 
the then prevailing circumstances in the country at that 
time. They were as under:-

(a) The construction of Singrauli-Katni line was consider· 
ed by the Committee of Cabinet (Economic Co-ordina-
tion) on 18th August, 1962 wherein it was recommend-
ed that the Railway Boa,rd should take up immediate-
ly the question of connecting Katni with Garhwa 
Road in' continuation of the project which was already 
in hand to extend the railway line to Singrauli Coal-
fields. The connecting line, if constructed early, 
should greatly facilitate the movement of coal from the 
Bengal Bihar area to Western India. This line should 
be taken up on "top priority" basis and completed early. 

(b) On 5th October, 1962, this project was discussed bet-
ween the Chairman, Railway Board and the then 
Minister withoyt Portfolio wherein the latter desired 
that the Singrauli-Katni line should be taken up in 
hand at the earliest and the project completed in the-
shortest possible period. . 

(c) This project was again discussed by the Committee of 
Cabinet on 17th October, 1962, wherein it was agreed 
that ~e line should be constructed on a 'top priority' 
basis and completed as early as possible. 

(d) Based on the decision given by the Cabinet on 17th 
October, 1962, the Planning Commission in their U.O. 
dated 5th December, 1962, dealing with the objection-
of MiJiistry of Mines and Fuel's U.O. dated 16th 
August~ 1962, finally approved this project for inclu-
sion in the Third Five Year Plan against the provision 
for new lines required for coal industry. 

Under the circumstances explained in para 4(a) to (d) 
above, the construction of this line was sanctioned on 
22nd December .1962 on the strength of an Urgency Certifl-

·1 cate." 
1. 
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5.64. The railway line to provide an outlet for Singrauli coal 
fields towards Katni was included in the ,Third Plan against the 
provision of 200 miles required in connection with the developmt"Dt 
of coal industry. The National Coal Development Corporation is 
stated to have indicated in June, 1960 that the future plans for the 
Singrauli coalfield was to !eed the consumers in Central and 
Western India from this source. Further development of mines to 
10 milJion tonnes -level was expected by the Fourth ,Plan by which 
lime the Singrauli-Katni line was also scheduled for completion. 
It was on this basis that the line was sanctioned in December, 1962. 
However, on 16th August, 1962, the Ministry of Mines Iare stated 
to have informed the Planning Commission that they were not in 
tavOlU' of including Singrauli-Katni line against the Third !Plan 
provision. Unfortunately this letter did not come to the notice of 
.the Railways until November 1967. The Committee have been 
given to understand that the construction ,of the line was considered 
by a Committee of Cabinet (Economic Coordination) on 18th 
Augtl&t, 1962. The Committee have not heen ,made aware 0If thel 
~act considerat~n that weighed with the Cabinet Committee and 
the data before them in deciding upon the construetion of the line. 
They would also like to know whether the objections of the Minis-
try of Mines were ,brought to the notice of the Cabinet Committee 
-at any time 

5.65. The Committee have been informed that as against a target 
.Of 2.5 million tonnes the Singrauli coalfields did not produce ;any' 
coal during the Third Plan period. The estimate of 10 miHion. 
tonnes production at the end of the Fourth Plan does not appear to 
"be based on any project reports. This was scaled down to 4.37 million 
tOUDes and even this has not materialised. The Committee hope 
-that efforts to develop the coalfields will be attended by enhance-
ment ,of production Rnd utilisation of the railway line constructed 
for the -purpoSfl. 

5.66. An assessment of the railways before December, .1969 re-
vealed that the working of the Singrauli-Katni line would result 
in toss of about as. 1.35 crores annually. There is now stated to 
-be some hope of getting line stone to be moved (rom Katni area to 
'Bokaro and 'some possibility of moving coal from Karanpura and 
diverting some Bihar and Bengal going to Western India and to the 
Northern area along this line. The Committee would urge that 
these should ltf! examined expeditiously so that the loss on the line 
-may be reduced. 



CHAPTER VI 

PURCHASES AND STORES 

Extrtt ex~ufiture on procurem.lent of wheelsets owing to non.;if&elti-
aiM of .,.equilite details in the tender specifiqltion 

Audit Paragraph: 

6.1 For the procurement of 848 Nos. plain bearing wheelsets (22.1 
tonne) required for production of BOB and BWL wagons agaiDBt 
1970·71. Rolling Stock Programme the Ministry of Railways (Rail-
way Board) floated a Global Tender (No. GP-56) in JUDe,. 1970 
specifying wheelsets with built-upwheels as indicated by Reseaa:h, 
Designs and Standards Organisation. Against this tender (opened 
on 10th August, 1970) a U. K. firm and an Italian firm submitMcl 
qutations. The U.K firm besides quoting for built-up wheel sets _ 
pel' tender specification made and alternative offer for wheelsets with 
solid wheels which was cheaper by about £ 100 per unit than the 
built-up-type. In their technical commen.ts R.D.B.O. observed that for 
22.9 tonne axle loads, solid wheel of 915 mm dia. had not so far beeD 
adopted on the Indian Railways and that the U.K. firm's alternative 
offer as per their drawing being not suitable for retyring with the 
standard tyre was unacceptable Wheel sets (22.9' tozmes) with 
solid wheels had, however, been purchased earlier in 1966 on the ad-
vice of RD.SO. that both built-up and solid wheelsets were acc:pet-
able for the type of wagons in question. This was pointed out to 
the R.D.S.O. ,who thereupon cleared solid wheels also as acceptable. 
The Ministry of Railways (Railway Board) thel'eupon decided III 
December, 1970 to call for fresh tenders inviting quotations for both 
the types of wheelsets. Of the four firms (including a delayed and It 
late tender) who quoted against the fresh Golba1 Tender (No. GP-59) 
apendeon 30th January, 1971, the offer of the U.K. firm for whee1sets 
with solid wheels at £230-17-3/ $554.07 each wal the lowest. 'This 
rate was, however, about 115 per cent higher than the last purchae 
price of $257.50 in August, 1966 and also about 29.5 per cent more 
compared to the rate'of £178-4-5/$427.73 offered by the finn in AuguSt 
1970 for solid wheelsets against Tender 'No. GP·OO. Considering the 
substantial increase in the prices of imported wheels, tyres and axles 
during the paGt 4b years, the Tender Committee reeommendedM-
ceptance of the lowest rate obtained against the fresh Global. Tender 

80 
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'(GP-69) and the order for supply of 848 wheelsets involving :as. 42.29 
lakhs in foreign exchange was placed on the U.K. firm in March, 
1871. 

6.2. In the meantime, the Railway Board had invited another Glo-' 
bal tender (GP-58) for the supply of 1042 nwnbers of 23 tonne and 
22.9 tonne wheelaets on the basis of some other reql1irements. The 
offers against this tender were opened on 28th October, 1970 and the 
order for 22.9 tonne solid wheelsets alone was placed on a Japanese 
firm which quoted the lowest rate. It was also decided that the reat 
of the requirement which related to 23 tonne wheelsets would be ree-
tendered as it was' found from the offer of the Japanese firm which 
quoted both for built-up 'and solid type of wheelsets against the tender 
specifications of built-up type only that the rate for solid wheels was 
substatially lower. In connection with this re-tender the Japanese 
firm stated in January, 1971 that the current prices were higher than 
those offered by them against the original tender (GP-58) and that 
the prices would go up by a minimum 10 per cent from 1st February, 
1971. Tbey had also indicated that this would become evident when 
the offers against Global tender No. GP-59 (against which the Japa-
nese firm did not make any offer) were opened in January, 1971. An 
Italian firm which had offered wheelsets (22.9 tonne roller bearing) at 
the rate of $ 546 against GP-58 (opened on 28th October 1970) quoted 
$601.20 for somewhat different wheelsets (22.9 tonne plain bearing) 
against GP-59 in January, 1971. 

6.3. The Minjstry of Railways (Railway Board) stated (October 
1971) that the original tender did not prOVide for wheel sets with 
solid wheels as the IRS drawing was still with the composite wheel 
and in the previous tenders sometimes there was no significant diffe-
rence in the prices of solid and composite wheels. They also stated 
that review of all wheelsets standard drawings had, however, been 
ordered for considering adoption of solid rolled wheels suitable for 
re-tyring and that till the recommendations are approved. by the 
Standard Wagon Committee both composite and solid wheelsets would 
be included in all tender schedules. The Ministry of Railways (Rail-
way Board) also stated (December, 1971) that a cable from a supplier 
could not be taken on its face value and that the quotations given by 
the Italian firm fol' two different types of wheelsets viz., BOY wa-
gons under GP-59 and BOBIBWL wagons under GP-59 were not 
comparable in view of the fact that the latter wheelsets should even-
in the normal course be expected to cost more than the former type 
of wheelsets. They have also stated that a comparison of the results 
of tenders opened in the middle or later half of 1971 with previous 
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purchases made at the end of 1970 or early 1971 in respect of a Dum· 
ber of items like wheels, axles, tyres etc. to different drawings would 
show that there was a very marginal increase of about 2 per cent 
when indentical items are compared. 

6.4. It may, however, be pointed out that against the quotation 
of $ 668.82 mare by the U.K. firm against GP-56 for the built-}lp wheel-
sets in August, 1970, they quoted $ 743.55 for an identical type of 
wheelsets later on in January, 1971 against the re-tende( (GP-59), 
representing an increase of about 11.2 per cent. The delay caused by 
the omission to include specifications and drawings for solid wheel-
sets in the original tender and the consequent need for re-tender can, 
therefore, be said to have had the effect of compelling the Railway 
Board to pay higher prices later on which cann;t, however, be exact-
ly quantified. 

{Paragraph 15 of the Report of the C & AG for the year 1970-71 on 
Railways] 

6.5 The Committee desired to know the policy of the Railway 
Board in regard to the use of both built-up and solid wheels after 
1964. In this connection, the Railway Board have stated. 

"The future policy of the Railway Board was to accept only 
solid wheels for carriage and wagons. However, ti~ indi-
genous capacity was fully developed to meet the demand 
for solid wheels, as an interim measure both solid wheels 
capable of being tyred and composite wheels were to be 
accepted depending upon the price advantage. 

However, for certain applications on high kilometrage rOlling 
stock like EMUS, only composite wheels are acceptable 
while for certain other applications like diesel locos, only 
solid wheels are acceptable." 

6.6 The Committee were also informed by Audit that "in April, 
1966 global quotations for 22.5 ton wheel sets for BOB wagons were 
called for With both solid wheels and built up wheels as permissible 
alternatives as advised by Research, Designs and Standards Orga-
nisation." 

6.7 The Audit para states that the Global Tender (No. GP-56) 
Boated in June, 1970 specified only wheelsets with built-up wheels 
as indicated by Research, Designs and Standards/Organisation. Asked 
how could Research, Designs and Standards Organisation furnish 
only the specifications for built-up wheelsets, when they had stated 
earlier in 1963 and 1966 that both built-up and solid wheels were 
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.acceptable, the Railway Board stated: "The Research, Designs and 
Standards Organisation furnished specification for built-up wheel-
. sets by overlooking their sketch for wheelsets with solid wheels. 
This was primarily due to RD.S.O's sketch for wheelsets for 
.solid wheels having not yet been standardised." 

6.8 In this connection, the Audit have commented as under: 
"When pursuant to the recommendations of 41st CSWC, RDSO 

SK for solid wheel capable of taking a tyre was deve-
loped in 1962 it is not clear what stood in the way of its 
standardisation. Further, non-standardisation of the draw-
ing would not be a valid plea for non-inclusion of solid 
wheelsets in GP 56, particularly in the context of earlier 
purchase of August, 1966 having been based on the non-
standard drawing. It is true that in some of the previous 
tenders there was nO' significant !lifference..in prices of 
solid and composite wheelsets, but this cannot be a reason 
for not indicating in the tender alternate acceptable sup-
plies. The Railway Board, however, gave an assurance 
(October, 1971) that review of all standard wheelsets 
drawings had already been ordered, and both composite 
and solid wheelsets would be included in all tender sche-
dules." 

6.9. The Committee enquired whether on receipt of the specifica-
1;ions from Research, Designs and Standards Organisation, anyattem-
pt was made in the Railway Board's office to check-up its complete-
ness etc. with refernce to tender schedules for the purchase of simi-
lar wheelsets in August, 1966. In a written note, the Railway Board 
have stated: 

"Research, Designs and Standal\is Organisation is a technical 
wing of the Railway Board and is in fact a part of the 
Board. Generally tender schedules prepared by them are 
not scrutinised in the Board as R.D.S.O. themselves initiate 
latest modifications to drawings and specifications." 

6.10 To a question the Railway Board have replied that 22.9 ton-
nes wheelsets have been in use primarily as built-up wheels and that 
~ome solid wheels had however been used on BOB wagons. 

6.11 The Committee pointed out that drawin~ for solid wheel set 
'Capable of taking a tyre was developed in 1962 and enquired as to· 
what stood in the way of * standardisation. The Railway Board 
have stated: 

"The drawing of solid wheel is entirely different to the draw-
ing of a composite wheel Further the specification for 
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the composite wheel is also diffe.r.ent. After a deeHion 
was taken in <62 lor procuring 601id wAeelJ, e large DUm-
ber of drawings of coposite wheels had to be redrawn 
over a period of time. 

The decision to go in for ~ solid wheelset in lieu of composite 
w heelsets was taken in view of the indigenous production 
at Durgapur of solid wheelset. However, Durgapur pro-
duction did not come al).ywhere near the promised level and 
they could not even meet OUf requirement of 16 and 20 
ton wheel sets. They have not manufactured 22.9 tonne 
wheelset till date and as such no urgency was attached to 
standardise the drawing for the solid wheelset for this 
application." 

6.12. The. C.ommittee D.cite that pursuant to a policy decision taken 
by the Railway JJ08rd both solid wheels capable of being tyred and 
composite wheels (built-up wheeb) were to be accepted depending 
UllOa the price advantage, fur carriage and wagons. It is regrettable 
that the penWssible a1ternativ~ were not in~luded in the schedule 
8f J'ettu,rell)ellts for the global tender floated in June 1970 for pro-
eurem.eJlt of 22.9 tOlUles plain bearing wheel sets. This omission and 
the consequent need for re-tendering compelled the Railways to 
pay higher prices. The KDSO are stated to have furnished the 
specification for built-up wheel sets only, 'overlooking their 5kctch 
for wheel sets with solid wheels. The Committee consider thili to 
be a costly slip especially in view of the fact that the KOSO sketch 
for solid wheels was prepared as early as 1962 and solid wheel 8ets 
were in fact procurred and used earlier. The Committee trullt that 
responsibility for the lapse will be fixed. 

6.13. The COmmittee have been informed that the tender sche-
dules pt'ePJll'ed by the KDSO are not 5~tinised iJ1 the Board as 
the RDS() themselves initiate latest mQCIHicatioDs to drawings and 
specifica~ioDs. CoIuidering the lapse in this case, the Committee are· 
of the view that there is a need for some system of cross-check in 
order to safeguard the financial interest of Railway.. Action taken 
in this regard mJlY be reported to them. 

6.14. Tbe C~mmittee are unable to appreciate the delay in 
st~ndardising the tlrawings for %2.9 tonne solid wheeket the Use of 
it having be~n decided in 1162. The explaaaition that it has not 
been done owing to· the fact that indigenous production has not 
started is not convincing. ~ince in the absence of indigenous antl-
ability, luch wheels sets wffebeiDj( imported, there was no justifica-
tion for keeping Ithe ItandardisiB, work iDabeY8Jlee. While the 
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C.ODlJIlittee exped that this should be dODe forthwith,· t-hey 'desire. 
that B:af~ay Board should see that there is no sueb delay iD future •. 

Avoidable e~tra expenditure on the P.UT,ohase of spares for electric· 
locomotives on single tender ba.sis. 

Audit Paragraph 

6.15 In June, 1968 the Ministry of Railways (Railway Board)' 
awarded contracts on single tender basis to a foreign firm 'A' for 
supply of various spare parts including carbon brushes required for 
maintenace of electric locomotives imported from them and those' 
built at Chittaranjan Locomotive Works with their collaboration. 
To meet the maintenace requirements of the Railways for the sub-
sequent period, it was decided in November, 1969 to import 28,500 
carbon brushes, as indigenous capacity was not adequate. Treating 
the carbon brushes as propriety items of firm 'A' quotation was in-
vited from them again on single tender basis. The -rates quoted by 
the firm were much higher (by about 25 per cent to 40 per cent) than 
those accepted for the orders plw:ed on them in June, 1968. Firm 
'A' however, followed up their quotation with a separate offer to 
Accept as the baSIS the earlier June, 1968 prices which were, \however, 
t. be adjusted for price increases that had taken r>lace since then. 
Based on this offer, the Railway Board decided in January, 19'10 to 
place an order for 28, .saO brushes on firm 'A' at prices 10.57 per cent 
to 10.75 per cent more than those paid fbr the June, 1968 contracts. 

6.16 However, before placement of the order, a French firm who 
claimed to be the sub-contractor of firm 'A' for carbon brushes, offer-
ed in February, 1970 to supply them directly to the Railways at 
much lower prices. At the rates quoted by them, the F.O.B. value 
of the proposed order for 28,500 brushes w,as Rs. 2.99 lakhs as against 
7.38 lakhs demanded by firm 'A'. The order was accocdingly placed 
on the French manufacturer directly in March, 19'10. . The prices 
paid by the Railways to firm 'A' in June, 1968 is found to involve 
an extra expenditure of Rs. 7.48 lakhs in foreign exchange (for 4,000 
brushes) when compared with the lower rates obtained in March, 
1970. This could have been avoided if, before issue of the proprie-
~ary certificates in favour of firm 'A' leading to the call of single 
tender from them, adequate steps had been taken to ascerhin other 
sources ~f availability of the material. 

6.17 The Ministry of Railways (Railway Board) stated (May, 
. 1971) that since the A.C. locomotives were supplied ·by fi~m 'A' and 

no other agency for supply of their spare p.lI"ts was known to them 
ti11 Febl'uary, 1970, the brushes were assumed to be the proprietary 
items of firm 'A'. They further a16ued· (October, 1971) that the 
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French firm could supply brushes directly to the Railways only after 
,they had established a satisfactory arrangement for representing 
their interests in India which was not the case in June, 1968. It is, 

. however, observed that certain indigenous firms, claiming themsel· 
ves to be the agents of the French firm have been manufacturing 
carbon brushes from imported carbon blocks with necessary tech·1 
nical guidance from the latter and supplying the same to the Rail-

'ways since 1966. This should have indicated to the Railway Board 
. that the carbon brushes could hardly be proprietary items of firm 
'A' neceSSitating procurement on single tender basis. Even allOwing 
fur the Ministry of Railways' further contention that the indigenous 

. products did not come upto the requisite sandard till 1971, there 
was nothing to prevent the Railway Board from importing the item 
from the French firm in June, 1968 itself since their Indian agents 

. -could reasonably be expected to represent their interests. 

_ [Paragraph 17 of the Report of the Comptroller and Auditor Gene-
ral of India for the year 1970-71 on Railways] 

6.18. The Committee enquired how the requirements of carbon 
. brushes for Traction Motors, for periodical maintenance by Zonal 
Railways as well as for production purposes in C. L. W. were being 
met since 1960 when AC electric locomotives were placed on line. 

-The Railway Board have intimated: 

"Zonal Railways had been obtaining their requirements of 
burshes mostly by import and to a limited extent from 
indigenous makers on trials only. For production pur-
poses the burshes were being obtained from the original 
suppliers of the locomotives. Indigenous burshes werp 
tried only to a limited extent and their performance was 
not satisfactory." 

'6.19. In another note the Railway Board have stated: 

"As far as possible, carbon brushes of the original make and 
type only are used for replacement in the machines as 
this is esse~tial for obtaining the best performance and 
life expectancy from the machines. When original makes 
are not available" brushes of other makes and types could, 
however, be used as alternatives provided their suitabi-
lity is established by prolonged tests and trials." 

6.20. The Committee were infonned that "Proprietary certificates 
are issued only in cases of specialised items where only one satisfac-
tory source of supply is known. Efforts are continually being made 
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to develop alternative sources, so that the need to issue proprietary 
certificate is miirlm1sed." 

6.21. Asked what was the basis for treating the carbon brush as· 
an article of proprietary nature, the Rallway Board informed the' 
Committee that "Carbon brush was certified by the indenting Rail-
ways as a proprietary item". In reply to another question as to-
the steps taken to make sure that there was no other source of supply 
of the carbon brushes besides the firm from which they were being. 
imported, the Railway Board have stated: 

"AC locos manufactured by MIs ..... and C.L. W. were using carbon 
burshes supplied by MIs ..... These brushes are satisfac-
tory and as there is no difficulty about their availability. 
there was no need for experimenting with alternative 
makes of imported brushes." 

6.22. The Railway Board have further stated that for the same 
reason "It was not considered necessary to explore through Railway 
Advisers abroad, the possibility of locating an alternative source for 
importing this item." 

6.23. The Committee desired to know whether before the issue of 
proprietary certificate in favour of Mis .... any reference was made 
to the Zonal Railways concerned for ascertaining the probable alter-
native sources of the carbon brushes. The Railway Board have in· 
a note stated: 

"As Board was fully aware of the position of indigenous deve-
lopment of carbon brushes in the country and alternative indigenous 
sources for supply of suitable brushes to meet Railway requirement 
had not been established, the question of making a reference to the 
Railways for ascertaining alternative indigenous sources for these 
items did not arise." 

6.24 .. In another note furnished at the instance of the Committee, 
the Railway Board have stated: 

"Railway Board was exploring all possibilities for the indige-
nous development of carbon brushes. DGTD, RDSO, Rail-
ways and the leading suppliers of carbon brushes in the 
country were fully aware that MIs Assam Carbon Products 
and Mis Reko Engineers had supplied some brushes to 
the Railways. These brushes were manufactured out or 
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carbon blocks impO'rted by these fir11ll from Mis Le Car-
bone. The quality of these brushes was not satisfactory 
as the fixing of pigtail connections in India was not pro-
perly done." 

Purcliases from Mls Assam Carbon Products and Mis Reko En-
-gtneers were done by the Railways on their own initiative and as a 
IIU!asure of expediency when imported suppliers were not available, 
but the Board was aware of those purchases." 

6.25. From the above it is seen that in June, 1968 it was known 
that the indigenous manufactures had been manufacturing carbon 
brushes with technical guidance from Mis Le Carbone. The Com-
-mittBe enquired when it was known that brushes of- Le Carbone 
grade supplied through indigenous manufacturer were being used 
on the Railways for a long time, why could not an enquiry be made 
from the firm (Le Carbone) directly or through their agents in India 
for making direct supplies to the Railways. In this connection, ,the 
Railway Board have stated: 

"Railways were procuring carbon bruslies from Mis Group and 
it was not clearly known to the Railways that Mis Ckoup 
are procuring these only from Mis Le Carbone and sup-
plying to the Indian Railways." 

tt26. The Railway Board have further added: 

"It was only when Shri Nagda of Le Carbone met joint Direc-
tor Electrical Engineering, Railway Board, in February 
1970 and advised Railway Board that it was clear that they 
were the sub-contractors of Group and were prepared to 
supply carbon brushes directly to the Railways." 

6.27. The Audit plH'agraph brinp out the issue of proprietary certi-
Scate in favour of a foreigu firm for purchaae of carbon brushes 
required for maintenance of electric locomoti.ves on single tender 
basis without exploring other sources of availability anll the resul. 
tant extra foreign exchange expenditure of about as. 0.48 lakh. That 
,'the foreien firm was in fact procuring the carbon hm&hes fntm 
a French firm and supplying to the Railways &ad that ia4ipBous' 
production was already established with the technical guidance from 
the latter did not repetaWy came to .otIce till "their representatives 
met th~ Raltway olIciale itt FehnlHy, uno. The ple* ef the Rail-
way Board tltat D& attem.,t was made to locate altereative source 
» there wes .. difliculty about tire ..... Uabllty 01 ltl'lllbe'9 from the 
original' MUI'Ce is t...n,r 1UlaeeeptaMe. 'l'be quesdft is not really 
-wbether t1aeFe ie 4iIleuity ill procuriDlftlleift ftoIa'th.-.rlginal source 
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bet iis ctne of ~tflDr thetn at de rates fa~."e to fh ...... .,.. 
The Committee cannot appreciate the practice of classifying aft .. 

. as proprietary as a mat'ter of routine. The Committee trust tbat 
in future tbe indenting RailWays, before sugpstint prol»ti~tary 

purchases, would locate alternative sources, if any, and tlie &aifway 
Soard' would' also expfore the possibility througli Raifway AcNisel'S 
abroad so as to procure the requisite stores alt most competifi\1e rates. 

Grant of premium by way of higher fiabrication rates on freight 
cC>n3ideration to some C. I. sleeper manufacturers in Northern India 

6.28. Till the year 1965-66, the Ministry of Railways (Railway 
Board) were following the practice of negotiatin'g and awarding one 
single rate for the entire country for fabrication of C I. sleepers 
without reference to the location of the manufacturer i.e. whether 
they were located around Calcutta or in up country areas. It may 
be noted that the main raw materials required for the manufacture 
viz., pig iron and railway scrap were supplied F. O. R. firms' works. 
Ohly in the case of one firm (8 Govel'llment Undertaking)' 9n excep-
tion was made till about 1963-64, by granting a pt~mium to the ex;.. 
tent of Rs 71- per tonne but this was also discontinued in the sub~­
quent years. 

6.29. From the year 1'967-68, howewr, some spleeper Manufactu-
rers situated in th~ Delhi' region closer ~ the consignees in Northern 
art'd Western Railways were given contracts at rates higher (by as 
much as Rs~ 541~ per tonne in 1969'-70) t1\OR the genet8'1 fMC! given 
to the firms situated around Calcutta al\d in Orissa, on the plea 
that by buying the C. I. slee~rs from them, t'h~re would be net 
gain to the Railways if the expendlture af freight chatges payable 
on transporting the sleepers to the consignees at public tariff rates 
from the Estern region for an extra distance of abount 1500 Ki'ns. 
were taken into account. 

6.30. It is observed, however, that two firms wh.o were paid higher 
prices uil'det this new policy since 1967-68 were supplying C. I. slee-
pers at the common rate given to Calcutta firms till 19fJ5..66. 

6.3:1. The Railways had cal~t11ated the saving om freight charges 
M: public tariff rates' and justified thiS' on the premise tbat additional 
traffic' earnings- would accrue by the transport of revenwe-earning 
t1Omlnodities irtstead of Railways own C. I. t1ee".rs to tItis extent. 
'This doeS' Aot take cognisance of the fact that the section (Calcutta-
Delhi) has adequate capacity under DieseljElectrie traction and DO 
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revenue-earnings freight was likely to be displaced by the C. r .. 
sleepers. 

6.32. Further, the public tariff rate is a cpmprehensive one de-
signed to cover the actual total cost of transportation including· 
various factors such as loss I pilferage, damage to rolling stock, the' 
permanent way. overhead charges, subsidy to low rated traffic, an 
element of profit, etc. On the other hand Railway materials carried' 
in the same section between Railway consignees are actually charged 
at Railway material consignment rates (which is a fiat rate that has 
remained unaltered for a long time) of Rs. 131-per tonne for haulage' 
over distance of 1,500 Kms. as against Rs. 401-to Rs. 54/- per tonne, 
now paid as premium to these sleeper manufacturers. It is observed 
that the line haul cost (for 1967-68) for the same distance worked 
out in accordance with the Ministry's instructions on cost study of 
freight rail transport works out to Rs. 7.50 per gross tonne on the 
assumption that the traffic is hauled mostly by Diesel traction. 

6.33. It may also be mentioned that bulk of the supplies were 
made by the Calcutta-based firms and the proportion of supplies by 
these sleeper manufacturers in the Northern region was less than-
10 per cent. 

6.34. The placement of supply orders on the two main firms at 
higher rates on the consideration of freight advantage between 1967-
68 and 1970-71, has resulted in the grant of additional payments to 
them to the extent of Rs. 10 lakhs. Against thiS, the cost of haulage 
of C.I. sleepers for the quantity ordered on them during this period. 
at the Railways material consignment rate works out to Rs. 2.94 
lakhs and the line haul cost Rs. 1.69 lakhs. 

6.35. The Ministry of Railways (Railways Board) explained.' 
(October, 1971) that the actual haulage cost for a distance of 1,500 
Kms works out to mQ're than Rs. 501- per tonne if alongwith the' 
bare cost of haulage various other factors such as provision for loss, 
pilferage, damage to rolling stock, track, subsidy for low rated tra-· 
ffic and other overhead charges were taken into account. 

6.36. In regard to line haul cost, the Ministry stated (December,. 
1971) that the amount of Rs. 7.50 per tonne taken by Audit was very,' 
low as this does not take into account the various elements of trans-
port which are taken into account while working out the line haul' 
cost. The have however, advised that an exercise in arriving at the-,,: 
aD inclusive line liaul cost is being undertaken. 



91 
6 .. 37. The Ministry further stated that the actual extra rate granted 

·;to the up country firms was not allowed as a matter of course but was 
... accepted after negotiation on grounds that they had to incur more 
,expenditure than their counter-parts in Eastern region in the pro-
· Quction of sleepers in the shape of transport on coke, coal, and lime 
,.and the labour imported from Orissa. The Ministry did not, how-
-ever, at any stage during these years from 1967-68 to 197()'71 make 
.. .any comparative study of the prodUCtion cost of sleepers in the up-
·country region and in Eastern region and the higher rates given to 
the up-country firms have no direct relation to the actual costs of 
production. 

[Paragraph 18 of the Report of the C. & A. G. for the year 1970-71] 
on Railways]. 

6.38. The Committee desired to know the reasons for making a 
• change in the policy followed up to 1965-66 In regard to negotiating 
',and awarding one single rate for the entire country for the fabn-
'cation of sleepers. The Chairman, Railway Board stated during 
.~vidence: 

"Till 1965, the requirement,of CST-9 sleepers was very large due 
t to very heavy arrears of track 'renewals and the increased tempo 
'·of construction and doubling of lines according to the PIan Pro-
: gramme. The demand was out-stripping the capacity available in 
the FQundries. So due to this, there was a certain amQunt of lack of 

,competition and all the suppl,iers ,tended to quote one rate. The 
"only way in which this could be dealt with was to open negotiations 
with the major suppliers and beat them down to one rate and offer 
the same rate to all the people. This was followed up to 1965-66 and 

'in these 4 years we were able to get about 90 per cent of the supply 
against orders placed on these firms. This showed that there was 

.marginally inadequate capacity loading to lack of competition. In 
1965-66 one party from up country protested and did not accept the 

· contract at the same rate. In 1966-67 we did not purchase CST-9 
, sleepers. In 1967 we started purchasing CST-9 sleepers agaIn. In 
· that year we got an Audit note· in regard to avoidable expenditure 
-in the procurement of sleeper pl~tes. In that note there was an 
· incidental observation that the balance requirements could have 
:been supplied by foundries situated in distant places like Howrah, 
'etc. and the estimate covered the cost at public tariff rates to the 
,~xtent of obtaining 4900 tonnes of sleepers which could have been 
;booked on these firms. 

Now, this gave us the idea that . Public Freight is what should be 
ttaken into consideration while dealing with the price that is to be 
· • I'l vioW)f·;-i{icid 'lion' give, by the MiiiJ;:;Y'oC Railways CRli1fwaY·BoardTihis 

/~u:iit note ''''' not.,ursued, 
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paid while buying from various places. It is also in accordance with 
Paragraph 343 of the Stores Code which requires that the Freight 
element at the Public Tariff rates should be taken into consideration 
while determining the cheapest sources of supply. Due to this-
reason and the fact that in 1965-66, we had one protest, and in 
1967 when we started negotiating, the requirement was less and the 
competition was more from the Calcutta firms, final offers came 
down very steeply and the up country firms were not able to cut. 
down the offer to the same level. We felt that it would be desirable-
to allow some increase, corresponding to only a proportion of the-
Public Freight charged to the parties that were in up country. It 
would be desirable to have a nudeaus of some foundry up.country 
also. We have some difficulty in getting the material from easteI'Ili 
region." 

6.39. Asked whether, the Tender Committee which scrutinised 
the offers during 1967-68 to 1970-71, took into consideration the-
question of freight differential before allowing higher rates to the' 
up-country manufacturers. The witness stated: 

"The Tender Committee referred to the advantage of the Rail-
ways freight benefit and that subject was taken into consideration. 
That was the argument given by the Tender Committee." 

6.40. In reply to a question whether any attempt was made to· 
negotiate with the sleeper manufacturers in the up-country areas· 
to make them agree to a general rate as before 1965-66 in any of the-
four years after 1967-68, the Railway Board have in a ngte stated: 

"Orders for the procurement of C.I. sleepers are placed on the 
basis of open tenders. In open tenders the firms are expected to. 
quote competitive rates. When the rates received against open 
tenders' are considered high. negotiations are held with the firms. 
usually with a view to' obtain reduction in the rates to the maximum. 
extent possible. 

In the year 1967-68, the tenders were opened on 15-7-67. The' 
rates were considered high and therefore, the firms were called for' 
negotiation on 17-8-67. The rates quoted during the negotiation. 
were also considered high and the tenderers were again asked to· 
revise the rates. As a result of these attempts, the rates of the-
general group of Calcutta firms came down from Rs. 435 to Rs. 344. 
The up-country firms, however, did not bring down the rates to the-
level of Calcutta firms and continued to quote rates higher than the' 
Calcutta firms. The alternative was either to place orders on them 
with a view to avail the large freight advantage on the basis of' 
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pubJic tariff rate or to ignore their offers. It was eventually 
decided to accept their offers. 

In 1968-69, the rates received inthe original tenders by all the 
rates and no negotiations were held. The up-country firms 
had quoted slightly higher rates as in 1967-68. Thee principle 
of availing freight advantage had been accepted in 1967-68. The 
matter was considered again in all its aspects. In this connection 
extracts of Addl. Member/Works' note dated 4-6-68 are reproduced 
below: 

"A question may be raised as to whether these firms Which 
get higher rates on account of fr~ight differential got an 
undue advantage because of the higher rate they are able 
to procure by adopting this principle. In considering this 
aspect, the fact has to be taken note of that it is the labour 
from Orissa that are the most skillful and is predominan- . 
tly used for the manufacture of CST-9 sleepers and they 
are largely available in and around Calcutta area. Pro-
curing this labour in the distant areas or using alternative 
type of labour can be expected to be somewhat costlier 
than what the Calcutta and neighbouring firms have to 
face." 

Thus it was decided to place orders on them also without any 
negotiations. 

In the year 1969-70, the original tenders were opened on 30-4-69. 
The rate quoted for B.G. sleepers by a group of Calcutta firms was 
generally Rs. 414 per tonne. The up-country firms had quoted higher 
rates than Calcutta firms. Since the rates were considered high, the 
firms were called for negotiation on 27-6-69. The rates quoted by 
the up-country firms even after the negotiations were higher than 
the Calcutta firms. Since the increase demanded by those firms 
was less than the freight advantage available, their rates were 
accepted. 

In the year 1970-71, tenders were originally opened on 13-3-70. 
The rate received from 'the Calcutta firms was about Rs. 468 per 
tonne for B.G. sleepers. Some firms had quoted lower rates also. 
The rates quoted by up-country firms were higher than the Calcutta 
firms. Since the rates were considered on the high side, the firms 
were called for negotiation on 8-5-70. The rates received from 
some of the firms after negotiations were considered reasonable and 
orders were placed on them and counter offers were sent to others. 
In regard to the up-country firms. the matter was considered as to 
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whether rates higher than the C8Icutta firms could be offered to 
them to avail of the freight advantage available in the placement of 
orders on these firms. 

In view of the pr~ciple emmciated in Addl. Member (Wor~)'s 
note dated 4-6-68, referred to abov~,. orde~s were. placed on 10 Cal-
cutta and Orissa firms at a rate of B.s. 447 per tonne for B.G. and 
counter offers were sent at the same rate to the other Calcutta firms 
and at a rate of Rs. 465 per tonne to North Indian firms. The rate 
'J!fered to North Indian firms envisaged an increase of Rs. 18 per 
tonne extra as compared to the rate offered to Calcutta firms. This 
was, however; not accepted by the North Indian firms. These firms, 
however, qddted a revised rate of Rs. 487 per tonne which involved 
an increase of Rs. 40 per tonne as compared to Calcutta firms. 
Since the ilctual saving in freight was much higher than the increase 
demanded by these firms and were not prepared to come down 
futther in spite of negotiation and counter offers, orders were placed 
on them at the rate of Rs. 487/-. 

It wouid be observed from the position explained that all efforts 
were made to bring down the rates further by up-country firms to 
the level of the rates offered by Calcutta firms. It may also be seen 
that the North Indian firms did n'C1t even accept the rates which 
were higher than of Calcutta firms by Rs. 18 per tonne." 

6.41. Explaining the distinction between the Public Freight Rate 
and Railway Material consignment Rate, the Chairman, Railway 
Board stated: "We have railway material consignment rate that is 
applicable when both the consignee and the consignor are employees 
of the Rallways. If the cOnSigrtee is a trader artd the oonsigner is 
a railway employee, then RMC rate does not apply, the public 
freight appUes"-"The Traffic Department gives this concession to 
the Stores Oepartment only so that the railway work may go 
through. If this rate is to be appUed for normal trade supply made 
to the railway, the Traffic Department will be losing and they will 
not agree to give this rate at all." 

. 6.42. On being asked why the stores purchased for use in the 
Railways could ~ot be charged at RMC rate the Chairman, Railway 
Board stated: "There are two considerations: (1) We want that the 
responsibHity of the supplier must be there till the goods reach 
pestination by the consignee. If we take over goods and start 
loading we will not be able to get this check. (2) If we use RMC 
rate to make payment for supplies made by the trader to the 
railways, that will mean loss of public revenue and it will have a 
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serious implication on OUr budgetary position." He a.,dded: "Depart-
~ntal moveI;Jl~Jlt is kept down to the minimum 8lld is charged on 
the basis of direct costs. Direct costs are applicable where we have 
some surplus carrying capacity. If we do not have surplus carrying 
capacity, charging direct costs will involve reaUy a loss for depart-
mental movements." . 

6.43. The Committee pointed out that ~ince the freight paid by 
the Railways on the transportation of sleepers involved only a book 
adjustment, it woUld .be advantageous to take into account RMC 
rates rather than pubJic freight rates. To this the Chairman, 
Railway Board replled: "I would only say that this rat~ is applicable 
when the owner is also a railway person. If I were to take delivery 
and load in the w~gons, the difficulty will be Ulat the consignee 
Inay not be satisfied. Our inspection is of two parts. One is the 
inspection that is done in the factory and the final inspection, 
according to the agreement, is to be done at the destination. If at 
the time of final inspection at the desti~ati'on; there is 'some defect, 
we sh~l1 h~v~ no ~C¥lt,rol ,over it. Th,i.s ,i~ op,e r~~oll, ~,lly "!fr~ hold 
the supplier respopsible for the quality of the gocitJ.s and tlie nUp1ber, 
till it reaches the destination. If t;ttere is~ny 'short~~e, ~e a~~~p~ 
it and a .claim is preferred a~inst the ~ilways to th~ Chief C6m-
mercial Suprintendent and this decided by the Corpmerciai Depart-
ment according to the normal rules. The Engineering Department 
which re.quires this, doe.s not come into the ,Picture."" 

, ... " ,", 

6.44. The Committee wereinfonned thllt for ,tranapoftation of the 
CII. scrap Gr. I supplied to the man\1factl1~erS of sl~pers free from 
Railway depots only RMC .rates were calcul,ted. 

6.45. The statement below .shows the price increases allowed to 
up-country fabricators from 1967-68 to 1970-71 and the assumed 
freight advantage calculated at the public tariff rates as also on the 
basis of Railway Materials consignment rates: 
-----.--------.---

Year Name of the firm Increued Public ·RMC 
rate Tariff rales 

allowed rate 

Rs. RI. 
J967-68 Ajanta Iron & Steel Co., Delhi 36 80 9'70 

J. Raman Iron & Steel Rolling Mills, 
Mathura 44 61 7·30 

J968-69 Ajanta, Delhi . 41 80 9'30 

" Raman, Mathura 21 98'40 II' 50 

-The exae: leadS are not avail a ble in all cues. 
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year Name of the firm Increll)d Public tarift *RMC 
ral~ allowed rate rates 

Ra, Ra, Ra, 
1969-70 Ajanta, Delhi . 

for 0'<1 80 to 9"70 

L 
.. I 
k .' 
b 
L. .. 

.. 

. Raman, Mathura 
for J~G, 
for B1; 

Ajanta, Delhi 49 

. Raman, Mathura 49 

93 to 
u'zo 

70 to 8'70 
90 to 

10'80 

60 7'30 
to to 

106 12'70 

60 7'30 
to to 
100 12·00 

*Thc exact lead. arc not available in aU cues, 

6.46, The Committee desired. to know how did the Railway Board 
establish that there was a real saving in freight charges at public 
tariff rates by placement of orders on the sleeper manufacturers in 
the up-country centres. In a note, the Railway Board have stated: 

"The increase in the rates allowed to up-country firms in com-
parison to the rates allowed to the Calcutta firms is based 
on the fact that if the quantity was not ordered on the 
North India firms, this would have been ordered on Cal-
cutta firms in which case Railways' carrying capacity 
would have been utilised in the transportation of C,I, 
sleepers from Calcutta to Northern India and consequently 
Railways would have lost revenue earning traffic to that· 
extent. 

The rationale of taking freight advantage at public tariff rates 
is enunciated in the then Add!. MemberlWorks' note dated 
4-6-68, extracts of which are given below:-

"Freigh.t Advantage on Sleepers: Howevt!r, when we come to 
the question of despatch of the finished sleepers, the posi-
tion is exactly the reverse of what has been stated in Para 
(a) above. This is because the finished sleepers will in-
variably be moving in the direction of traffic and consider-
ing the fact that there is more and more demand of traffic 
from the Calcutta area, it will be advisable to decentralise 

).0 , 
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as far as possible, the supply from Calcutta area to the ex-
tent that freight advantage makes it beneficial to the Rail-
way. For example, if we do not take the freight advant-
age which a Delhi firm ofters for supply of sleepers to the 
Ferozepur Division of the Northern Railway, the alterna-
tive' will be to get an equivalent amount of sleepers again 
from the Calcutta area and this will mean that there will 
be loss of public freight to the Railways. Therefore, it 
will be reasonable to take public freight into account when 
considering the transport of goods." 

6.47. The Committee enquired whether upto 1965-66 when a uni-
form rate was being allowed to all the fabricators, the Calcutta firms 
were being paid more as compared to the upcountry fabricators. To 
this the Chairman, Railway Board replied: "I can only say that 
Calcutta people perhaps got an advantage due to market conditions. 
There was· shortage of foundry capacity and we beat them down in 
the negotiations to the minimum possible. They had perhaps an 
.advantage over the up-country firms. In all the orders that were 
placed in Calcutta, they might have had an advantage. I do grant 
that. But the up-country firms have to pay freight for transporting 
coal, limestone etc." 

6.48. Subsequently in a written note on the subject, the Railway 
Board have stated: 

"The expression that 'the Calcutta firms had advantagE!IJ' i, 
only a relative term which was intended to convey that 
the North Indian firms had a handicap in comparison to 
Calcutta firms. Even during the period before 1964-65 
when uniform rates were being given to all the firms, the 
total supplies from North Indian firms was insignificant. 
Therefore, while assessing the reasonableness of the rates 
the rates of Calcutta firms were only considered and what 
was considered reasonable for Calcutta firms was extend-
ed to all the other firms and to that extent the up-country 
firms suffered a handicap. It is due to this handicap that 
the North Indian firms have not been able to develop their 
capacity. In this connection it may be mentioned that it 
was only after a price differential was granted to North 
Indian firms that new firms came forward to develop the 
capacity but after this system of price differential was 
stopped in 1971, 4 North Indian firms have stopped produc-
ti<m of C.I. sleepers. Even two of the bigger firms from 
the remaining three still in production, have requested for 
smaller quantities." 
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6.49. The C.ommittee enquired whether before allowing a higher· 

rate to the upcountry fabncators any cost analysis had been done._ 
The Chairman, ~~i1way Soard stated: "I must confess that no cost 
analysis, was made, because it, wou1d not have 'been possible for us' 
to know t.Qe exact cost froD) any party. These rates· were not known 
to us and. they would not disclose ,it. We could only beat them down 
by making use of the fact that we are the sole purchasers." 

6.50. During evidence it WH explained that one of the considera-
tions which weighed with the Railways in allowing a: higher rate to 
the upcountry farbricators as th.e extra expenditure wbich tqe m8JlU-' 
facturers had to incur in bringing' the raw material and t~e skille4 
labour f:.;-om a distance. The Committee pointed out tl\at ins~ of 
giving' ail" enhanc'ed price to the' upcOUntry' fabricators. t~e. Railway,": 
could have purchased sleepers oruy from' the' Calcutta firms. In ~s 
conneciion the Chairman, Rliilway aoard stated that had Uley noL-
purchased 'from the upcountry fabricators they would have been 
forced to reduce their requirements. The Audit para however states 
that only 10 per cent of the ~ai1ways requirements were being mp.t. 
by the upcountry fabricators. 

6.51. According to Audit para the different rates for procurement 
of sleepers were paid only durIng four years viz. 1967-68 to 1970-71 
and thereafter again uniform rates have been introd"Liced. Explain-
ing the reasons £01' this, the Chairman,Railway Board stated: "In 
these four years, the local firms have developed competitive capacity 
to absorb the additional expenditure." He added: "Last year in 
1971';72, we gave otders for C.I. sleepers at uniform rate and we were 
prepared even if the Delhi firms did not supply because our work 
programmes etc. permitted us to do that with slightly less orders. 
We could manage that. As far as 1972-73 is concerned, we have not 
yet placed any orders, but we find that tremendous resistence is there-
to accepting uniform rates. We are making an attempt, but we have 
not yet 'finalised' our negotiations." 

6.52. When the Committee pointed out why should the Railway 
Board be h~terested in developing the capacities of small scale sec-
tOf, the witness stated: ,!"We are very much concerned, because in 
1970-71 the position in Eastern India was very bad; anu but for our 
helping them elsewhere the small-scale industries would not have-
been able to meet our requirements to any extent." 

6.53. The Committee enquired whether Railways have not con-
sidered the production of sleepers in their own works~ops instead of 
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proc\urip~ tp.e~ fro~ private manufacturers. The Chaiqnan, Rail-
way Board stated: "We had not thought of a mechanised foundry 
in Jamalpur for dealing with sleepers in a big way because after a 
few y~rs we will.not be able to give it sufficient load." 

6.54, l)uring the ~ 1"7-68 to 1,1r1~71 rates ~er than. 
those ~9wed, to fi,rms located around Calcutta were allowed: by the 
R.aihvJlya fw' ItAe fabJicatjon of, 'C.I," sleeperS to two sleePer' manu~ 
f,durers' in t~ QeUU repon causing additional eXpenditure of Rs. 
10 Iakhs. The justification given that the Railways had a freight 
advantage calculated at th~ p.mlic tarUl rates lacks force. The 
JW.i).ways aJIPly w'¥at i. called R.M.C.,· rate which· takeiinfu' account 
only tbe direct costs for the movement of their own' materiat That 
this rate will apply o.nly 'if both the con signer and 'the COnsignee 
happen to be RaHway. does 'not appeal to the Committee as the raw 
material for the fabrieat... of sleepers' are supplied at the R.MC 

'r:' : rates and the sleepers are solely for Railway use. Further Do' rc- ' 
venue earning freight was likely to be' 'diBPlaeed by' tbe 'transport 
of C.I. sleepers from Calcutta. In view of this the Committee' ~an~ 
not but ecmclude that the Railways have not safeguarded their in~ 
terests wiU. The Cc»mmittee' 'would suggest that 'in fUtt'ue whiie 
calculating price advantages the' freight' element should be calcula~ 
ted only at tbe RMC rates provided there is adequate line' capacity 
to baul the material from the distant plaee. .,. ' ' ' ! ' . ' 

N on-utilisation of surplw RD.ilway scrap in the m4nujacture of C.l. 
Sleepers 

0.55. The tender and contract conditions for manufacture of C.l. 
sleepers specify the use of a minimum of 50 per cent pig iron, the 
balance of 50 per cent being railway scrap to be s4Pplied free. In 
June, 1969 at the time of finalisation of the tender for the manufac-
ture and supply of sleepers during 196~770 the question whether the 
scrap content' could not be increased in view of the availability of 
more scrap with the Rail~!iYs was examin~d by the Railway Board" 
and it was held that the above formula restricting the use of scrap 
to 50 per cent, which was based on trials in a Railway (Jamalpur) 
Workshop on the Eastern Railway, should continue. It may be 
mentioned, however, that the sleepers that were being manufactured 
in the said Railway workshop were never at the ratio of 50 per cent 
pig iron and 50 per cent C.I. scrap. The proportion of scrap (Grade 
l) used was 70 per cent and only 30 per cent pig iron and 50 per 
cent Railway scrap so far adhered to could have been changed in 
favour (If use of more railway scrap (purely of Grade r category)' 
in the manufacture of C.I. sleepers. The Research, Designs and 
S!andards Organisation had also suggested an increase in the use, 
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.of C.I. scrap Grade I (consisting of C.1. sleeper scrap, etc.) to 60 to 
70 per cent in June, 1967. ., 

6.56. During 1969-70, the Railways intimated the availability of 
C.I. scrap arisings for the manufacture of C.1. sleepers as 87,074 
tonnes. However, as the requirements (at the rate of 50 per cent 
of the quan:ity) were assessed at 35,000 tonnes of C.I. scrap, the 
.Ministry of Railways (Railway Board) directed the Railways (May 
and August, 1969) to dispose of the surplus scrap by auction. It is 
observed from the reports received from the Eastern, Southern, 
South Central and South Eastern Railways that a total quantity of 
-over 23.,000 tonnes of scrap was sold between September, 1969 and 
March, 1970 in auction .at rates ranging from Rs. 320 to B.s. 500 tonne . 
.of this, the quantity sold in auction on the Eastern Railway itself 
(in scrap depots situated not far from the works of sleeper manu-
iacturers such as Belur, Halishahar, Jamalpur) was of the order of 
11,300 tonnes at an average of Rs. 365 per tonne. Consideri1'1g that 
the cost of pig iron was Rs. 392 per tonne at the time of consideration 
of tender (June, 1969) and that after 31st December, 1989 it was 
Rs. 450/- per tonne, action could have been taken (by amending the 
tender and contract conditions of 1969-70 and .1970-71) to utilise 
more railway C.I. scrap in lieu of pig iron with resultant saving in 
cost and liquildation of scrap accumulations. The financial loss in 
the disposal of 11,300 tonnes of C.I.scrap Grade I, on the Eastern 
Railway alone between December, 1969 and March, 1970 by auction 
instead of by using the scrap in a higher proportion of upto 70 per 
cent in place cf pig iron in the manufacture of sleepers works out to 
Rs. 6.46lakhs (ex-(!'luding freight and incidental charges). 

6.57. The Ministry of Railways (Railway Board) explained 
(October, 1971) that ,the increase in the usage of more railway scrap 
was not advisa·ble in the overall as this might lead to more rejections 
and more melting losses thereby increasing the purchase rates of 
C.I. sleepers. In the Jamalpur workshop, the C.I. scrap used was a 
selected one and quality was easily controlled. The scrap to be 
supplied to the C.l. sleeper manufacturers was on the other hand 
of mixed type. 

8.58. The Ministry, however, stated that the question of the mini-
mum percentage of pig iron required for the manufacture of C.I. 
sleepers is under examination by the RD.S.O. (December, 1971). 

6.59. It may be mentioned that the railway scrap supplied to the 
sleeper manufacturers as per contract conditions is of same grade 
(Grade I) as that used in the Railway workshop. The C.I. scrap 
sold in auction in 1969-70 on the Eastern and other Railways men-
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tioned above is also of Grade I. In 1967-68 and even prior to that, 
in 1963-64 and 1954-65, when contracts were placed on these manu-
facturers progressively reducing the proportion of pig iron from 
100 per cent to 75 per cent and then to 50 per cent, increasing corres-
pondingly the proportion of scrap content, no specific extra fabri-
cation cost on this account was conceded. 

6.60. In regard to the Ministry's observations regarding lack of 
.quality control, it may be mentioned that even at present there is 
no machinery to ensure that the sleeper manufacturers actually use 
pig iron to the extent of 50 per cent. The C.I. sleepers are accepted 
after some physiOkl tests only (without subjecting them to a chemi-
cal analysis) as prescribed in the specifications. 
[Paragraph 19 of the Report of the C. '"A.G. for the year 1970-71 

on Railways]. 

6.61. The Committee desired to know the main considerations and 
advantages of using C.I. scrap grade I alongwith pig iron in the 
manufacture of C.I. sleepers and since when this practice had been 
in vogue. In a note the Railway Board have stated: 

"According to the description given in the Railways' Nomen-
clature and price list, C.I. scrap grade I comprises of 
broken/obsolete C.I. sleepers, Brake blocks, Drums defec-
tive, Fire Bars, Fiston valve rings and Bull rings, C.r. 
machinery parts-clean and without attachment, bearing 
plates, drag boxes, pulleys, steam chest liners. slide blocks 
and vacuum chambers. This type of C. r. scrap is consi-
dered suitable for manllfacture of C.1. sleepers after 
blending it with a minimum SOper cent of foundry grade 
pig iron. 

The use of C.I. scrap grade I in the manufacture of c.r. sleepers 
is resorted to mainly on two considerations; first to con-
serve pig iron particularly when. it is in. short supply CI8 
was the case befcwe 1966; arnl secondly to utilise the C.I. 
scrap auailable with the Railways to the maximum exten.t 
pOssible without affecting the guality of sleepers. Till 
1963...64, orders were placed generally on the basis of 
lOOper cent pig iron except for the 3 years from 1955-56 
to 1957-58 when C.I. scrap from 25 per cent to 34 per cent 
was used (either railway scrap or firm's scrap). In 1964, 
the Ministry of Steel advised that consumption of pig 
iron in the manufacture of C.1. sleepers should be reduced 
and scrap must be used upto 50 per cent. However, 
scrap to the extent of only 30,000 tonnes and 27,000 tonnes 



10.:. 

w~ available in 1964.65 and 19&5-66 respectively. The" 
otder.s were, therefore, placed on the basis of 25 pet"oent 
C.~. scrap in 19~~~ and 1965-68. During these years, the 
pig, iron was a controlled commodity and its price was 
&S. 236 per tonne (sub!HJquently dated 4-1-6~ increased to!, 
Rs. 274). Against this, the market pri<le of C.I. scrap 
(which was not controned then) was Rs. 400 per tonne. 

lR ~~, t;lo or.d,er~ w~~ ~~d, but ~l:om 19§7-()8 or.ders 
b~ve ~~ place4 on th~ basis of 50 per cent C.I. scrap." 

6.62. During the evidence the Chairman, Railway Board stated: 
"'rheideal raw material for a perfect casting would be 100 per cent 
pig iron. As long as pig iron was available freely and was cheaper 
than s;:rap" we utilised pig iran for trus purpose. But as scrap 
became available when pig iron was controlled and its pricesltated' 
going up, we started using more and more scrap for this wor~ and 
we have' now stabilised it at 50 per cent as reasonable for the private 
sector contracts where there 'is no quality control and there can be 
no possibility of quality control because they do not have a lahota-
tory and they do not have facilities for analsis, whereas in Jamalpur 
w~ can. have ~sts Q:l.,we. We f~.l it would not 'De wiSE: to· change • 
i r,om 50:59 for ~dvate i~b,'ies:' . 

6.63. The Committee desired to know how the existing formula 
of use of· scrap limited to 50 per cent only (balance 50 per cent to be 
as graded pig iron) came to be introduced and whether it was based' 
on any test results. The Committee were informed that the use of 
a minimum of 50 per, cent pig '-iron was specified on the basis of 
R.D.S.Ds advice contained in theft letter No. M&C/KRC/1/3CST-9 
dated 23/26-7~56. It w~ also stated by the Chairman, Railway 
Board that this percentage was based on gereal considerations and 
"it was not bas.ed on scientific; experiment but it was on the basis that 
we consid~!ed the limit upto whicQ. we CQuld go in this case." 

6.64. The Committee were informed that proportion of C.I. Scrap 
and pig iron used by the Jamalpur workshop on the Eastern Rail-
way which has 'been manufacturing C.I. Sleepers since 1963-64 was 
as under: 
---------------------_ .. _---------_. __ .. _-

Year 

1963-64 
1964-65 
1965-66 
1966-67 onwards 

Percentage percentage 
of pig of scrap 
iron used used 

40 
40 
40 
30 

60 
60 
60 
70 

~----- .. ---------------
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Referring to the above figW'es the Committee enquired how the 
formula 50: 50 had been evolved when the Railways' own workshop 
had never adopted this proportion in the use of pig iron and scrap. 
The Chairman. Railway Board stated: "Jamalpur used to manufac-
ture. with cast iron plate scrap. Since we were able to get a very 
small quantity of this material which they were wanting, we had 
to get the supply of this scrap from other places. But they were 
not good cast iron scrap and they contained some other material. 
Secondly in Jamalpur,. these persons were having the benefit of 
quality control. There was a metallurgist available, there was a 
continuous inspection. Whereas in private foundries, th~y were 
working on .the basis of final inspection. So, we felt the Iimitupto 
which we could gQ in permitting use of scrap and we were not sure 
of the comp'ositipn of this material if they were taken from the 
prfvatesource. If we asked 'the use of 60 per cent or 70 percent, 

. our rates might have gone up. Actually in lOO5~66 we tried it. They 
lead down certain conditions in which certain finandial 'implica'tions 
were taken into consideration." He added: "The Chemist and 
Metallurgist in 1967 had stated that we could 'go upto the limit of 
70 per cent as far as scrap is concerned, in Jamalpur. But in the 
recent eXperimentation that was carried out, he said, taking into 

'consideration the type of sand we got, the limestone that we got, 
. coke that we got, We should not increase the ratios" 

6.65. The Committee were informed by Audit that the question 
,of the minimum percentage of pig iron required/or the manufac-
ture of CI Sleepers had been re-examined by RDSO in 1972 and 
they have recommended, that if graded scrap is used pig the iron 
content shall be restricted to 35 per cent to 40 per cent as against 
50 per cent taken as mini.mum so far. Asked on what basis the 
proportion of pig iron had been reduced, the Chairman Railway 
Board stated: "Sir, this depends upon the type of raw material 
and the ash content in coke that you have got from time to time, 
We had more scrap and we had to make use of that selected scrap. 
They tried to increase it from 60140 and they went with it for some 
time. The experiment was again carried out recently, a ,few 
monthsa,go. They found that beyond 60 per cent., the rejection 
would be high in physical and mechanical tests. So, they have said 
that it would not be desirable to ask for that." 

6.66. In reply to a question whether the new formula of 60 per 
'cent scrap and 40 per cent pig iron was based on some scientific 
research, the Chairman Railway Board stated: 'Yes, Sir. This 
160'110 ratio is based on recent scientific experimentation carried out 
!by the C'liemist and Metallurgist." 
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6.67. Giving reasons for the changes in the ratios from time to 

time, the witness added: "It must have been on the basis of raw 
material available at that time... . .. If we are able to get the pro-
per raw material we are able to go upto 60. I would not say this. 
is the final stage. If there is a·n improvement you may be able to-
have a higher percentage of scrap." 

6.68. The Committee desired to know whether, the fQ,J'mula used 
in the manufacture of sleepers in so far as the proportion of pig 
iron and scrap was concerned has ever been referred for some ex-
pert opinion. In this connection the Cha-irman, Railway Board 
stated: "We have got at present a Foundry Expert who has been 
engaged as a consultatant for a short period. He is " person who 
has worked in private industry-in two or three firms. He is look~ 
ing into this matter and we are awaiting his recommendations in 
the matter. If he recommends to us to make any change, we shall 
consider the same." 

6.69. The Committee enquired whether by means of mechanical 
and physical tests it was possible to find out exactly the proportion 
of pig iron and scra·p used in the manufacture of sleepers and if 
not, how have the Railways been ensuring that the manufacturers; 
use the right proportion of pig iron and scrap as specified in the 
contract. In a note, the Railway Board have stated: 

"The specifications for cast iron sleepers do not include chemical 
. composition but stipUlate certain physical tests to ensure strength. 
quality and other dimensional accuracy. But the Foundry Panel 
appointed ,by the Government of India (Ministry of Industry and 
Supply) in December' 64 [vide Government Resolution No. EEI-6 
(28) 174 dated 24th December, 1964] had recommended the foUawing 
composition to obtain the desired proporfion and to ensure compli-
ance with the tests stipulated in the specifications. 

Total carbon 3'2 3'40%, 
Silicon 1'3 1'4S% 
Manganese 0'60 0'7S%, 

Sulphur 0'12% max. 
Phosphorus 0 33% max. 
In order to obtain the chemical composition stated above, it 

would be necessa!y to use a minimum of 50 per cent pig iron Grade-
III andlGrade tV. Otherwise the rejections due to failure in drop, 
tests will increase. 

Thus, the use of l!!,ss than 50 per cent pig iron in the manufac-
ture of C.I. sleepers will be reflected in increased rejections." 
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~.70. On being asked as to how it was ensured that the sleepers 
supplied by the manufacturer confirmed to the prescribed chemical 
composition, the Chairman, Railway Board stated: ''We have DO' 
means to check what exactly those people say except OD the basis 
of the end product and for the end product, we have certain tests." 

He further added that in the specifications for cast iron sleepers. 
plates, prescribed by the RDSO there are only physical tests. 

6.7l. To a question whether the Railways had any machinery 
for inspection of the sleepers at the manufacturing stage, the Chair-
man, Railway Board replied: "The only inspection dOI;le is by the 
DGS&D inspector and to my knowledge, he never carried out ~my 
such tests." 

6.72. The Committee called for information regarding details of 
quantity of sleepers manufactured by Jamalpur Workshop on. 
Eastern Railway and the percentage of rejections yearwise from 
1963-64 onwards. In a note the Railway Boa.rd have stated: 

"The information pertaining to the quantity of C.I. sleepers 
manufactured in Jamalpur Workshop is not abailable. However,. 
the figures of sleeper plates and other PW materials manufactured 
in Jamalpur Workshop during the year 1964-65 to 1970-71 are given 
below:-
---.-------------

Year 

1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

C.1. Percent-
slccper tage of 
plates Rejec-
and ·other tions of 
PW C.1. 
materials sleepers 
manu-
factured 

Tonnes 
10,499 24 
10,457 17'7 
9.286 17 
7,150 11'9. 
2,719 20'5 
3,996 22'3 
3.725 20" 

6.73. The percentage of scrap used by the Jamalpur Workshop 
from 1963-64 to 1965-66 was 60 and from 1966-67 onwards the per-
centage was 70. It would thus be seen from the above statement 
that there has been no abnormal increase in the percentage of re-
jections following the use of increased proportion of scrap from 
1966-67 onwards. 

• 
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6.74. DUring evidence the Chairman, Railway Board stated: 'When 
we try to revise tbe'percentage of scrap. tboae"pedple 'ask for higher 
rates ih aihind.irect way. We are now again negotiating wIth 'them 
and we will see whether it is possible to give theinhigher 'quantity 
of scrap." 

6.75. The Committee pointed out that if the scrap was available 
the contractors should be asked to use more of it so that the price of 
end product is reduced. In this connection the Chairman, Railway 
Board stated: "We shall, in the negotiations, beat tpispointin mind 
and see whether we can get anything out of, it; and the contractors 
will also say what their experience is. If they are using more than 
'SOper cent they may be favourable, but if not, they will ask for more 
price." 

6.76. The following statement furnished by the Railway Board 
~gives details of the scrap auctioned by various Railways during 1969-
70, the rates obtained per tonne and the rate of pig iron during the 

'corresponding 'period: 

~~i1way Month of auction 

Eastern Dec. 1969 
" January 1970 
" .february 1970 
" March 1970 

S. Eastern Jllnuary 1970 
" January 1970 
" January 1970 
" March 1970 

.s. Eastern 1969-70 

'Southern April, 1969 
" May 1969 
" June 1969 

" July 1969 

" August 1969 
September 1969 

" November 1969 

January 1970 

" February 1970 

" March 1970 

-'"--_¥._--' ,._ .. -~---- ... -'-. -_.---

~ity 
In M 
tons. 

SOOO 
42S:Z 

400 
1700 

190 
S44 
:Z10 
674 

1934 

:zs 
So 

9S0 
lIO 

117 
:ZOIS 

2000 

10S0 

600 

19S0 

~a~ 
obtained 
(in RI.) 
p~~ 
tonne 

36S 
380 
394 
360 
?"R~ 
387 
390 
37:Z 
34S to 

441 

430 
45S 
48:z to 
SOO 
490 to 
SOO 

410 
395 to 
445 

320 to 
370 
390 to 
405 
370 to 

4JS 
380 to 
450 

Rate ,Qf 
'-pig iron 
(in Rs,) 
per t91Ulc 

(Averqe of 
Grade III 
and IV) 

386' SO 
444'00 
444. 00 
444'00 
<i44'C"O 
444'00 
444. 00 
444 00 
386 So 

386 so 
386'50 
386' 50 

386'50 

386'50 
386. So 

386' So 

444'00 

444'00 

444·00 

Upto 
3J-12-69 
and there 
after Rs. 
444'00 
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6.77 From the above it is seen that except in the case of Southem 
Railway where rates of scrap obtained through auctions between 
April, 1969 to September, 1969 were higher than the pig iron prices. 
there has always been a considerable differential between the pig 
iron prices and the prices of scrap as obtained through auctions. 

The Committee enquired how in view of the price differential was 
it ensured that the contractors used the prescribed percentage of pig 
iron in the manufacture of C.I. sleepers. The Chairman, Railway 
Board stated: "The cast iron sleeper contract, on the basis of which 
the contractor supplies sleeper plates, includes our giving 50 per cent 
scrap which we presume goes into it and over the years they have 
not been asking for increase or decrease despite the fact that the 
relative prices of scrap and pig iron have been varying up and down. 
they have not asked for any increase and decrease. We presume that 
they generally use about 50 per cent. We have no means of ensuring 
that." 

6.78 The witness added: "The difference between the price of 
pig iron supplied from the steel plants and that obtained .from the 
open market, is not very high. In 67-68 there was a shortage tempo-
rarily. But thereafter there was no shortage at all anc;l if thesepeo-
pIe had any serious difficulties, either it will be reflected in the slow-
ing down of their supply or they would have come to us." 

6.79 Subsequently in a written note the Railway Board stated: 
"No statistics about the rates of pig iron in the open market 

are available in this Office. It may, however, be mention-
ed that in 1967-68, cast iron sleeper manufacturers were 
insisting on the issue of our recommendation for the supply 
of pig iron. In the years that followed, the firms did not 
insist on such recommendations and presumably manu-
factured cast iron sleepers by obtaining pig iron from the 
open market. This would indicate that there was not much 
difference in the price of pig iron supplied by the Steel 
Plants and that obtained from the open market." 

6.00 The Committee enquired whether the manufacturers of C.I. 
sleepers who have been supplying sleepers to the Railways had at 
any time purchased scrap through the auctions held by Railways 
from time to time. In a note the Railway Board have, stated: 

"The Railways were allowed to auction cast iron scrap in 1966-
67 and again in 1969-70 when the stock available with them 
was more than what was requt.ed in the'manufacture of 

3670 LS.-8. 
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C.l sleepers. The cast iron scrap auctioned by the Rail. 
ways was mostly purchased'by the outsiders. Who were 
not cas~ iron sleeper manufacturers. It is observed that 
in -the case of auction conducted by the Eastern RaHway, 
where most of the C.l sleeper manufacturers are located, 
out of 19600 tonnes of c.r. scrap auctioned in 1965.67, only 
2000 tonnes was purchased by the C.I. sleeper manufac· 
turers. Again in 1969·70 out of 6300 tonnes auctioned, 
only 750 tonnes was prucbased by C.I. sleeper manufac-
turers." -. 

6.81 The following statement gives details of the pig iron supplied 
to the sleeper manufacturers by the steel plants against their re· 
qUirements of pig iron from 1967·68 to 1969-70: 

Year 

(In tonncs) 
~---------------.------------

Quantity 
C.1. 
sleepers 
ordered 

Quantity 
of pig 
iron 
required. 

Quantity 
of pig 
iron 
supplied 
by 
steel 
Plants. 

1967-68 

1968-69 

1969-70 

1~3,Z33 

1,79,800 

68,!00 

61,616 

89,900 

7,994 

·47,738 

.5 1,980 

·This includes some quantity of pig iron supplied against previous yean' contracts. 

(5182 The Committee enquired whether the Ranway Board accep· 
ed the figures of loss of Rs. 6.461akha due to non-utilisation of surplus 
railway scrap as worked o,ut by Audit. In a note Railway Board 
hnestated: 

"The Railway Ministry do not accept the loss of Ri. 6.46 lakhs 
due to non-utilisation of surplus railw.ay scrap for the fol-
lowing reasons:-

(i) Even if the percentage of cast iron scrap had been in· 
creased it would ha.ve been to the extent of about 10 per 
cent only i.e. 60 per cent ~aximum, in view of the fact 
that R.D.S.O. had advised utilisation of 60 to 70 per cent 
of cut iron scrap. RaHway scrap could not be utilised 
b~ more than 60 per cent u the rail~a11C1'ap supplied 

t to the sleeper mattufacturers ... a. iD • milled form. 
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(ii~ The usage of more scrap would hav.e resulted in lli&hea:: 

rates as the use of more scrap involv.es more rejections. 

(iii) While J;'atefl of pig iron are 0J;1 F.O.R. destinatio,n basis, 
the rate. fetched in the auc~9ns by the Railways are 
on "as is where is" basis. 'l'h~ scrap auctioned by the 
Eas1;en1 Railway was mostly in Jamalpur ~d all quan-
tities at other depots. In case cast iron scrap was to be 
delievered to the C.I. sleeper manufacturers for utilisa-
tion in C.I. sleeper manufacture, it would have to be 
sent to the nearest railway station or the firms' sidings 
as per contract conditions. This would have involved 
extra expenditure to the extent of about as. 40 per Mlton 
(Rs. 30 towards transportation and Rs. 10 towards handl-
ing.) If this amount is taken into account, the cost of 
scrap comes almost at par with the rate of pig iron 
prevalent in 1969 when the contracts were finalised." 

6.83 Fr.om the explanations given ~ Committee ~e convinced 
~t th~e ~s a ca,e for inc~~ing t"e utilisation of -..ulway scrap 
beyoP1i 50 P:er cent in t~ q\a~ufacture of C.L sleepers through 
·contt.acto,rs in su:bstitution of pig i.-~n w~cla would resutt in saViDp 
.... vie~ of the large avai1abi~ty Of sCJ:ap a~d cOll$iderable price 
difterenU.l between Pia iron and scrap after the decontrol of the 
.fo~er in 1965. The Com.m.itt~, hQwever, note that the matter is 
under examination ,by a Foundry expert. His recommendation to 
~is behalf ~nd the action taken J;n.8y be reported to the Committee. 

6.84 The Committee have been informed that no inspection "as 
..w.u.e at the maDufac~ stage to ~d out the ~Eopor.tion of the 
~ap actually~. Furiber. no test to luing out the chemiea1 
~osition "of the final ~r,od~t is con.w.:ted. As the Pir ~on sup-
~Ued to ~ sleeper QUI.Dtlfaet~fs l;ty the steel plants d.udng tbe 
"riod 1~1-68 ~. 1968-69 w~ £ar below ~ir ~eqllir.ment, It is 
-.Qt Possible to r\aJe out use of c:b.ea.,er ICl'Q i~ ~~tet proportion 
tb-. aUowe4 The Co~ttee would, therefore, s~est that ~ 
_u,sfactory ebe~a1 ~st ~ i». the ~EJl8tive an ~tion at the 
~~nuf~*w:iN sta,. 8~ ~ W'ov~ foil W ~4 _pi.ust use 
~f s~tanc:t~" ~» ~ ~ P'opodiQn. 

CentraZ Railway-!.-oss in . reconditionin~ of Bronze Borings 

Audit Pa1pgraph 
6.85 Bronze bprlngs emanating in the Railway Workshops are 

Jot converted by the RaitWQY throu~h the a~ency of contractors into 
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Railway Bronze Ingota to the specifications presCribed by the IndiaD 
Standards Institution. 

6.86. In May, 1966, the Indian Standards Institution relaxed, wit.b 
a vieW to conserving scrace non-ferrous lDetaIs, their specification 
for Railway bronze ingots through an emergency amendment, which 
raised the limits of impurities in the alloy to enable maximum use 
of scrap. This amendment was notified to the Zonal Railways by 
the R.D.S.O. in November, 1967, with the specific indication that it 
was to ,be adopted during the emergency period only. The Emer-
gency was lifted on 10th January, 1968. 

6.87 In response to tenders invited in September, 1969 for r~ 

conditioning 200 tonnes of bronze borings into bronze alloy, quota-
tion were received to Indian Standards Specification as specified in 
the tender schedule, except from firm 'A' who quoted for the same 
speciftcation with the emergency amendment which had ceased to 
lle valid and another later amendment which had no financial con-
sequence. The Tender Committee while considering the above offers 
in October, 1969, however, took into account these amendments anc! 
recommended re-invitation of fresh tenders to the speciftcation with 
the latest amendments. Accordingly fresh limited tenders were in-
vited in November, 1969. The lowest quotations received on this 
occasion were, however, higher than those received in October, 1969 
Iby more than Rs. 300 per tonne and the same were accepted, attri-
buting the increase to market fluctuations. The cancellation and r~ 
invitation of tenders resulted in an avoidable extra expenditure of 
R~. 73,860. 

6.88 Again, two tenders for reconditioning 200 tonnes bronze 
borings each were invited, due for opening in October, 1969, one to 
Indian Standards Specification and the other to Indian Standards 
Specification with latest amendment. In response to these tenders 
also firm eN submitted its quotation to speciftcation with amend-
ments. The quotations received against these tenders were considered 
together in November, 1969. The Tender Committee did not analyse 
these quotations with reference to the then prevailing market rates 
but merely compared them with the cheaper rates obtained more 
than a year ago in July, 1968. The Committee Car-le to the conclusion 
that as relaxation..in the specification should have resulted in lower 
rates, it was possible that tenderers had not uncferstood the implicatiOD 
of the revision of the specification and recommended negotiatlona 
:with all the tenderers making cleer to them the implication of the 
:revisjon even though the earlier orders placed in July, 1968 were iD 
f.Ct with the emergency amendment in 1966 and further amendments 
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were not of material financial consequence. The tenderers were ad-
dressed in January, 1970 to offer reduced rates to the latest specifica-
tion including the emergency amendment (which had in fact ceased 
to exist them). Meanwhile the validity period of the quotations re-
ceived in ~tober, 19U!J had expired. The revised lowest offers ob-
tained in Febraury, 1970 were even higher and involved an extra 
expenditure of Rs. 66,071 as compared to' the lowest rates received 
in October, 1969. The revised offers were ,accepted, attributing the 
enhancement of the rates to the increasing trend in the market for 
Don-ferrous metal. 

{paragraph 21 of the Report of the Comptroller and Auditor General 
of India for 1970-71 on Railways]. 

6.89 The Committee desired to know whether the Tender Com-
mittees which considered the tenders in the two c~ses mentioned in 
the Audit paragraph were not aware of the fact that the emergency 
was lifted on the 10th January, 1968 itllelf and thus emergency am-
endment was not valid thereafter. The Railway Board have, in ,a 
Dote stated: 

"Although the Tender Committees were aware of the fact that 
emergency was lifted on the 10-1-68, from the records 
available it appears that Tender Committee were not 
aware of the fact that emergency amendment No. 2-E of 

,- May, 1966 was Valid only during the period of emergency 
and hence not Valid thereafter. In this connection it is 
further submitted as under: 

The emergency amendment No. 2-E of May, 196'6 issued by 
I.S'!. to specification No. 1458/1965 does not lay down 
any period for which it is applicable. In fact, the amend-
ment has not been withdrawn so far by I.S.I. RnSO cir-
culates periodically lists of specifications and amend-
ments adopted for use on the Railways. While Intimating 
the adoption of this lSI amendment RDSO in their cir-
cular letter No.SS/IRS/ISI/ Adoption dated 7-11-1967 
indicated that the amendment has been adopted for the 
period of emergency only. Unfortunately, this circular 
of RDSO dealt with 104 i!\,ms of specifications and am~ 
endments and this amendment was one of them and 

:lI as such was obviously-lO'St sight of. It was only in their 
letter No. SSIISII458 dated 21-7-70 (i.e. much later than 

the T.C. deliberations) that the RDSO specifically indi-
cated that the amendment No. 2E ceases to have any 
more Validity. It appears from the records available that 
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the recommendation in RDSO's letter of 7-11-67 that the-' 
Bmendnlent should be adopted during the period of 
emergency only was not specifically brought to the no-
tice of the tender cOInmittee and as such the 'tender 
Commit'tees were not aware of the same." 

'6.90. In reply to '8 question whether the RailWay Board were' 
satiSfied that the Tender Comnitttee had acted in the best interest 
of the 1tailway Admtntstnd;idn, it has b~en stated 'by the :Railway' 
Boa'rd: 

"Yes. In this case the Tender Committee was solely guided by 
theconstdeI'ation 'of 6btlririlng Tower offers and the nt!ed 
for utmost utilisafton of scarce virgin metals with the, 
adop!ion ,of materials to the emergency amendment and 
thus the Tender Commi'ttee have acted in the best interest 
of the Railways." 

'6.91 Bronze 'borings 'em.a&g In tire RaIlWay WO'rkihops are 
gotcollverted "by 'die ltaWWay 1hi-oUgh tbeagtfflcy of c~tOl'B 
linto Railway Bronze Ingots to the speeifications prescribed "bytJie 
lndian Standards lDstitution. The Audit paragraph hringsout two 
cases of caneeDatien of te_ers received in Octo),er/November. 
1969 and re-inVitation of teDders which resulted in an extra expen-
diture of about Rs. 1.4 lakhs. This was primarily due to the fact 
that the Tender Committee was not aware that the validity .of aD 
emergency amendment to specification issued by the Indian Stan-
dards Institution, which had the effect of raisi~ the limit ~f im-
purity in the alloy to enable the maximum use of suap. expired on 
10th January. 1968. The circular dated 7th November, 1967 of the 
RDSO in this regard is reported to have 'been obviously lost sight ' 
of. The ,CODUJIittee would also like to know whether there have. 
been other similar lapses in the Central 'RailWay and in other' 
Zonal Railways. 

6.92. The 'Committee undenltilnddtat the emergency amendment 
did no't lay down any period for Whit!h it was applicable. Although 
Ifhe ltDSO's mcular dated 'rth No\teDiber, 1967 indicated that 'the 
amendment had been adopted ,for the pel'iod of emergency only , 
and the emergency was 1fff~ Oft 10th Jabuary, 1168, It was only 0.' 

21st July, 19'70 that the BDSO speeUleally indicated that the amend-
menl cease'd --to 'have abymt.re vaUatty. In view ,of what has hap-
pened In 1& e.ses .refel'l'M to l:n. the 1OrltoUlg pal'agnq,h, the Com-
mittee woula 'like 'the It8flwily Board to cGasider rationaJising the t. 
.,~edure for 'tibtifyfng stich amedments to place .. tten 1teyond' 
~oubt. 



CII.AP'lEa ViI 

MANUFACTURING <>PEaATIONS 
·CMttaPt'njan tocmnoti11e Worb-Lols in the manufacture 

Of Steel Castings. 

Audit Paragraph 

7.1:·Inpara 19·0£ Audi~ Report -(Railways), 1970, it was mentioned 
inter ·al" that the workload on 'Chittaranjam Locomotive Works 
Steel Foundry was considerably less than the installed capacity, 
With -a -Wew -til -uulising <the -spare 'capadty of 1heFounUry, the -chit-
taranjan Locomotive Works Administration accepted orders from 
Integral.coach Factory in July, 1966 for supply of 5 items of steel 
castings on firm prices which had been paid by the latter to private 
foundries. The delivery schedule as revised from time to time could 
oot be adhered to by Chittaranjan Locomotive Works and ultimately 
Integral Coach Factory diverted orders valued at Rs. 16.56 lakhs 
to trade. Apart from delay in supply and consequent loss of orders, 
a considerable quantity of the items supplied were rejected and re-
turned by Integral Coach Factory as defective. 

7.2. -The Chittaranjan Locomotive Works Administration stated 
(September, 1970) that the defects noticed in most of the castings 
were 'minor and could be eaBily l'ectifted and used iby other !Railways 
to whom considerable quantities of such castings 'had been supplied 
in !the past and that re~overy of the total charges of Rs. 1.11 lakhs 
i(inCllutting the ·estimatedcost (If rectification) in respect of one item 
wa~ being negotiated with Integral Coach Factory. It is observed 
thatthe!e -has ',been ;noprogress so far (September, 11971) towards 
the :rectification and disposal of the castings rejected by Integral 
Coach Factory ; except that only a ·few of ' them have been transferred 
to other Railways. Allowing for 1;hecr~tt realised far the rejected 
castings from other Railways, the net loss on the basis of expend i-
tUfe hooked upto March, 1971 in respect of the castings manufactured 
-and supplied to Integral Coach 'Factory works out to about RB.5.21 
lakhs excluding rectification charges -and .freight. 

7.3. The Ministry of Railways (Hanway Board) stated (December, 
1971) that ,a jew of the rejeoted castings pertaining to 'one item were 
set l'ight by Chittar--anjan" Locomotive Works and sent to Integral 
.coach Factory ,for ,approval ;and-that both the ,units ,had been asked 

]]3 
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to go into the extent of rectification required and finalise the accep-
tance. In respect of another item, 50 per cent of the rejected castings 
were stated to have been rectified and supplied to the Railways and 
the balance would also be trartsferredexpeditlously. 
{Paragraph 25 of the Report of the Comptroller and Auditor General 

of Inc:iia for the year 1970 ... 71 on Railways.] 

7.4. The Committee were informed that the following five items 
of steel castings were ordered on C.L.W. by I.C.F.:-

SL Date of Dcacription of items. Nos.' Delivery 
No. aa:eptance 

1 11-7-66 Draft Casting T-2,I.OO3 S74 Comrnencin~ from 
Oct. 1966 20% 
per month. 

2 Do. Buffer Plunger to IRS W-3S9 1098 Do. 

3 Do. Buffer .. Cutina 1098 Do. 

4 Do. Axle Box Housing (BG) 241S Do. 

S Do. Axle Box Housilli (MG) ISS9 Do. 

7.5. As regards the original delivery schedule for these orders, 
the Railway Board have stated: 

"The commitments regarding delivery, however, were made 
at a later date than the date of acceptance of orders. Sub-
sequent to acceptance of orders, the matter was coordina-
ted with I.C.F. in May, 1967 and it was decided mutually 
that, except for draft casting, separate procurement action 
was to be taken by I.C.F. to cover Buffer Plunger upto 
the end of December, 1967 and Axle Box Housing upto 
March, 1988. Beyond these periods CL W would start sup-
plying these items to I.C.F." 

7 .6. Asked as to the reasons for revising the delivery schedule 
from time to time, the Railway Board have in a written note stated: 

"The rephasing of delivery was necessary because of the 
following two points:-

(1) Load on the specific load centre in the steel foundry in 
which these items were to be taken up for manufacture 
was already heavy and Ihortage of machining capacity 
in CLW; 
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(U) the additional time required to develop and establish 

these new castings satisfactorily before the delivery. 
periods could be finalised." 

7.7. The Committee desired to know whether the delay in the 
supply of various castings by C.L.W. to I.C.F. led to idling of C.L.W's 
steel foundry, which was expected to be avoided by these orders from 
I.C.F. In this connection, the Railway Board have intimated: 

"There was no idling of C.L.W. Steel Foundry which had been 
simultaneously developing other items of supply to D.L.W. 
and for C.L.W.'s own production of locomotives, etc." 

7.8. The following statement furnished by Audit gives the details 
of loss incy-rred· by C.L.W. in the manufacture of steel castings: 



I. 

2. 

3· 

4-

STATBMBNT SHOWING CALCULATION OF LOSS IN THE MANUFACTURE OF STEEL & CASTINGS 

Work Order No. Desaiption of Castings 

43'161!I6 Draft Castings 

43/162/16 Buffer Castings 

431163/16 BotIer Plungers 

431164116 Axle: Box Housing B.G. 

Quantity 
ordered 

574 

1098 

1098 

2415 

~tity 
supplied 

571 

703 

1348 

594 

-----~----'-----~ 

-Quantity 
rejected 

571 

332 

490 

52 

Agreed 
rlllte 

Rs. 

100'5° 

AmoaDt-
reoO~te 
fromroF 
forthcQtj. 
suPplJftl-

Rs. 
57,385'00 

~ Loll-
t(died jncum!IIt 

uptoM-=b. 
19'fI 

'Q c.a.. 
Its. Ra 

96,837'''' 3!M-4i-47-

140'00 98>420'00 2>4S,IC;;' 83 1>46,689-83 

200'00 1,89,600' 00 Ct')2,Sb,3-M.tio 60,744'00 

30I'1X) 1,78,794'00 4,08,901'119 2,3o.i01- 89 
S. -43/165/16 Axle Box Housing M.G, 1559 1058 100 275'00 2,90>950'00 4,'76,222''''' 1,85,272' 42 

-----------

8,15;149' 00 6,63,16IF 61 

Less credha obtaitied from o$er ~­
ways for 400 rejected Bu8\!r PIIIqets 
suppIiedtoi1lem. , . . 1,2~38'oo 

;! ". , 

Netloss : 5,32,421- 6r 
,.,., -

(-) Frgurea as furnished under S.A.O (C)IC.L.W's D.O letter No AC.Co&tlO/213, dated 19/20-S-19it. 

(t) RepresentS the value of 948 Buffer Plungers at the a..--M rate of Rs. 200 per piece, the Mlance 4()() rejected castinp-beiDt--1upPlied to Qfber 
~ailwafS and ~t obtained. ...,.~~ 

.= 



.117 

7.9. From the above it is ,aeenthata large ,number ··of items sup-
Plied ~ ·C.L.W.werel'ejeoted andretumed ... :defecti~by lieS. 
tn, the case of draft ~gs (item 10£ the'Sta1emeat)tbeenti'le 
supply of 571 castings was rejected. In another case (item 2 of the 
statement) about 50 per cent of the quantity supplied were rejected 
,end ,returned. 

7.10. 'The Committee called for infonnation ngarding the !pl'eIent 
position o'f rectification of the defective castings by C.L.W. and the 
uoeptadcedftbe ~d castings by r:C.F.The statement below 
'lives 'the 'faCtual poSition: 

~o. Detcri{niao& 
'Drawing No. 

t. Dtaft 'Casting 
T-2-I-003 

2. Axle 'Box Hous-
ing (BG) 
T-O--2-602 

3. Axle Box Hous-
trig (MG) 
T-O--2-Q02 

4. Butrer'PIunger 
Q/BD-359 

Qf:y. OIl ~Machincd -BiIJIaDce 1'osltion Remarks 
order ~ castings Qty. to, of 

aup~ retutw!d 'to!be returned 
b8(jkto sUppited cutidgs Chinaran-
jlJf/SF 

3 4 s 6 

574 571 571 574 -

2415 1309 

1559 1056 100 

192 

7 8 

~7 @ 

52 } These are 
under 
rectificatlon 

100 

Nil 284 Nos. 

Distributed 
to: 

(120 Nos. 
SER on 
3-7-70 

78 Nos. ER 
on 7-7-70 

86 Nos. WR 
on 18-7-7J 

:.to2 Nos. 
diverted to 
S. Rly. GOG 
direct from 

ICF /Peratnbur 
, on 15-4-70 
and 24-8-70). 

192 
These are 
under 
rectifi-
ClItion. 

@4NoI.lDIdlined and were .ent to ICFIPeratnbut for aJ'Pl'dvaI. 'Based on the report 
further -4- NOI. <:as_ rectified and ~ed by CIO lOP. Furthctr rectiliClltion II ·in 
1wld. Also a drilling jig is under manufacture for correct drilling the holes. 
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7.11. From the above statement it is seen that except for 486 de-

fective Buffer Plungers which have been diverted to other Railways, 
all othe defective castingS returned by I.C.F. are awaiting rectifica-
tion. 

·7.12. The Committee desired to know whether C.L.W. had finally 
settled the accounts with I.C.F. and what was the final picture as 
revealed from the accounts. In, a note, the Rallway Board have stated: 

"The work orders have not yet been finally closed and accounts 
settled by C.L.W. with I.C.F. The final picture will be 
indicatea as soon as the accounts are closed 

In this connectioq., C.M.E. (S.F.) and F.A. & C.A.O., C.L.W. 
were instructed to discuss this with I.C.F. As soon as the 
joint report on all aspects of thIS transaction is received, 
the accounts will be closed and the C. &A. G. advised." 

7.13. In regard to the rates accepted by C.L.W. for supply of 
castings to I. C . F ., the Audit have commented as under: 

"It may be_noted that the rates accepted by C.L.W. for supply 
which were the same as paid by I.C.F. to private found-
ries did not cov« costs of C.L.W. The loss of Rs. 5.21 
lakhs as mentioned in the Audit Para represents the dif-
ference between expenditure booked upto March, 1971 
and the amount recoverable from I.e.F. at agreed rates 
in respect of the castings manufactured and supplied to 
th~m, reduced by the credit realised for the rejected cast-
ing from the Zonal Railways upto March, 1971. This figure 
is likely to go up further when the I.C.F.'s orders are 
completed in full and the entire defective castings recti-
fied." 

7.14. In the 11th Report (Fifth Lok Sabha), the Committee took 
note of the shortfall in 'the utilisation of the installed capacity of 
the steel foundry at the Chittaranjan Locomotive Works. This 
Auditparagarph brings out unsatisfactory utilisation of the spare 
capacity. Although all the 5 items of steel castings ordered for by 
the Integral Coach Factory should have been supplied by Septem-
ber, 1968, 52 per cent of one of the items and 32 per cent another 
remained to be supplied at the end of December, 11'72. This does 
little credit to the foundry. That there were heavy rejections .... 
all the items supplied which were as high as 100 per cent in respect 
of one item and that the defeetive lupplies are yet .to be recti&ed 
make It still "OI'Ie. Further, as against as. 8.15 lakhs reeoveraltle 
from the Integral Coach Factory for the Supplies made the loss 
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iacurred worked out to Rs. 5,21 lakhs excluding rectification charges 
8Dd freight. Thus what was a case of DOD-utilisatioD of the Jfull 
capacity has become one OIl highly unsatisfactory utilisation. The 
Committee ther.ore desire that the working of steel foundry of 
the ChittaranjaD Locomotive Works should be thoroughly investi-
gated so as to take remedial measures to Dot only fully utilise the 
capacity but also to utilise it eftleiently and economiea1ly. 



CQAP'JlER VIU 
LAND AND BUILDINGS 

South-Eastern Railway-E11,Croachmen.t of R4i~CW ~ 

Audit Paragraph 
8.1. A private firm (Firm IA') got into unauthorised occupation 

of 1,88,863 square feet of Railway land at Bumpur and constructed 
some permanent structures thereon. The encroachment came to the 
notice of the Railway in December, 1956. The firm had agreed in 
April, 1967 to give in exchange an equal area of land to the Railway. 
The Railway Administration in May, 1969 approached the Railway 
Board for obtaining their sanction to the exchange of land but the 
proposal could not materialise as the Railway Administration inform-
ed the Board in October, 1969 that all lands in possession of the firm 
were mortgaged with the World Bank and any proposal to relinquish 
land by that firm would require World Bank's prior approval. Simi-
larly, another private firm (Firm IB') had encroached on 15,800 square 
feet of Railway land at Burnpur a long time back. This was noticed 
by the Railway in February, 1957. 

8.2. The Railway Administration preferred claims amounting to 
Rs. 4.99 lakhs against the two firms (Firm lA' Rs. 4.60 lakhs and Firm 
'B' Rs. 0.39 lakb) towards damaged for use of the land in July, 1969 
and May, 1970 respectively. The matter has not been settled so far. 
[Paragraph 42 of the Report of the Comptroller and Auditor General 

of India for the year 1970-71 on Railways.] 

8.3. The Committee enquired when did the firm lA' get into un-
authorised occupation of Railway land. The Railway Board have 
intimated that according to the firm's admission, the Railway land 
was occupied in an unauthorised manner from 1937. It has been 
further stated that "this unauthorised occupation, however, was de-
tected by the Railway's Inspector of Works who was in charge of the 
section in 1956; and accordingly he recorded this accident in the En-
croachment Register. If the Firm's admission is taken to be correct, 
then the unauthorised occupation was ~recorded in the Railway's en-
croachment Register 20 years after the occupation took place." 

8.4. Asked why could not the unauthorised occupation be detected 
prior to 1956, the Railway Board have in a note stated: "The en-
croached land did not have any boundary wall; nor had the Firm 
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ez84:ted.y structure. in the railway land. It has, therefore, not po~ 
sible for the. lBipector of Works, or th.e permanent Way mapector to 
detect the encroachment. It was <mly in the year 1956, when the 
erection of some structures on the strip of railway land was noticed, 
the same was considered as an encroachment on Railway land and 
necessary entries were made in the Encroachment Register by the 
Railway's Inspector of Works in charge gf the Section." 

8.5. In terms of para 803 of the Indian Railway Code for the En-
gineering Department every Railway Administration is required to 
preserve unimpaired the title to all land in its occupation and to 
keep it free from encroachment; and is alsO responsible for the de-
marcation and periodical verification of the boundaries and the main-
tenance of proper records in connection therewith. 

8.6. Asked what machinery had been employed by the Zonal Rail-
way to keep watch over its land, the Railway Board have in a written 
note stated: "Prior to Regrouping of Railways in 1952, detailed in-
structions existed on the old B.N. Railway for timely detection and 
follow up action in the matter of encroachments on railway land. 

The Inspector of Works and the Permanent Way Inspector in 
char.ge of the Settlement/Section generally look after the boundaries 
of railway land during their inspections. Standing instructions al-
ready exist in the Engineering Code and Way and Works Manual 
regarding maintenance of boundaries of railway land." 

8.7. The Committee desired to know the action taken by the Rail-
way Administration to evict the firm from the unauthorised posses-
$ion of land after December, 1956, when the unauthorised occupation 
came to. notice. In this connection the Railway Board have stated 
in a note as follows:-

"In absenoe of any available records, it cannot be ascertained 
as to what action was initiated to evict the Firm lA' from 
their unauthorised occupation of railway land during the 
period 19~1962. It was only in 1962 that a letter No. 
L/5/51 dated 7th June, 1962 from the Railway's Divisional 
Superintendent, Mra was written to the Zamindary 
Manager of Mis. U.S.C.O. regarding the unauthorised oc-
cupation of railway land by them." 

8.8. In the Audit Paragraph mention has been made of a proposal 
to exchange land with the firm which could not materialise. Asked 
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what were the considerations which weighed with the Railway Ad-
ministration to agree to the exchange of land in preference to eVictioD, 
the Railway Board have stated in a note: . 

"The encroachment made by Firm 'A' was in small strips of 
land at various locations. As these small strips of 
land were not expected to be of any use to the Railway 
in the foreseable future, it was considered advantageous 
by the Railway to take over equivalent area of land from 
the Firm 'A' at alternlttive site/sites, where staff quarters 
could be constructed for Railway staff conveniently. The 
land offered by the Firm 'A' in exchange was more valu-
able than the land encroached by them in small strips at 
different locations." 

8.9. In reply to a question whether the land under unauthorised 
occupation could not have been sold outright to the firm at the pre-
vailing market price, the Railway Board have stated: "In terms of 
para 826 E, the Railway Administration is not permitted to make an 
outright sale of railway land to outsiders without making any refer-
ence to the Sta:e Government. Accordingly the land could not be 
sold outright to the Firm." 

8.10. Stating the present position of the case filed by the Railway 
Administration for claiming demages from the Firm 'A' for unautho-
rised use of land, the Railway Board have in a written note intimat-
ed: 

"The eviction case was filed before the Estate Officer in the 
year 1967, but this was dropped as negotiations with the 
party started for exchange of land. After the negotiations 
failed, the eviction case was filed before the Estate Officer 
again on 29th January, 1971. The Estate Officer issued 
notice to Firm 'A' dated 9th February, 1971 to show cause 
by 5th March, 1971, as to why they should not be evicted 
from the Railway land. Firm 'A' showed cause by their 
reply dated 1st March, 1971. They also filed a petition on 
~th March, 1971 for a decision from the Estate Officer on 
the point of jurisdiction. The Estate Officer after hearing the petition dated 25th March, 1971 decided that he had 
jurisdiction and directed the party to put up documents 
on 12th May, 1971. Firm 'A' appealed against this dedsion 
of the Estate Officer before the High Court of Calcutta on 
4th March, 1971. The High Court issued order-Civil Rule 
No. 1326(W)/71 dated 6th May, 1971. The Railway filed an 
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affidav~t on opposition before the High Court on 3rd De-
cember J 1971. The case is now sub.judice. 

According to this order from the Hon'ble High Court of Cal:" 
cutta, the Estate Officer can proceed with the hearing but 
the final orders shall not be passed by him without leav~ 
of the Court. 

Regarding further proceeding in the Court of EState Officer ~ 
documentary evidences, viz. Mouza, Maps, Khatians, etc. 
relating to eviction proceedings are being collected from 
the Civil Authorities. AE. soon as the same are received 
from the Collector, they will be filed before the Estate 
Officer." 

. 8.11. As regards the encroachment made by firm IB', the Railway 
Board have in a written note stated: 

"According to firm 'B' admission, the unauthorised occupation 
took place in January, 1937. The entries made in the 
Railway's Encroachment Register which was maintained 
by the Inspector of Works in charge of the Section, indi-
cate that the encroachment was made in February, 1956. 
The land encroached upon was in small strips at different 
lccations. In the year 1962, the Railway's Divisional Sup-
erintendent, Adra, vide his letter No. L/5/104 dated 7th 
June, 1962, wrote to the Zamindary Manager of MIs. 
I.S.W.C.O. drawing his attention to this encroachment of 
Railway land. In 1965, an eviction case was started against 
firm IB' before the Estate Officer, Kharagpur; but it was 
subsequently dropped due to negotiations being carried 
out between the Railways and the firm for exchange of 
the land after verification of the encroachments." 

8.12. In another note, the Railway Board have intimated: "An 
eviction case was filed before the Estate Officer on 5th May, 1971, but 
the Estate Officer returned the case on 14th May, 1971 asking the 
Railway to file the cue afresh, together with all documentary evi-
dences, viz., Mouza, Khatians, etc., relating to the vaCation of the 
railway land by the firm. A fresh eviction caaewas again' fileS 
befor.e the Estate. Officer on 26th November. 1971, together with the: 
relevant 'documents. The· Estate OftIcer fsaued.a ~-ca'111S8 J;lotiee 
to KlLL8.W.C.O. on; 18th APfll,lt72. The cue ja DOW IUb-j1liicc 
in the court of the Bltate iOtBe*." . 

"r 



124 

B.13. As per the Audit paragraph, the Railway Administration pre-
ferred claims amounting to Rs. 4.99 lakhs against the two firms to-
wards damages for use of the land in July, 1969 and May, 1970 res-
pectively. Regarding the period of claims, the Railway Board stated 
as follows:-

"In case of MIs. U.S.C.O., the period of claim was 32 years 
and 6 months; in other words, the claim was made for the 
period from January, 1937 to June, 1969. In case of MIs. 
I.S.W.C.O. the period of claim was 33 years; in other words. 
the claim was made for the period from January, 1937 to 
December, 1969." 

8.14. The Committee find that 2.05 lakh Sq. ft. of Railway land at 
Burnpur (South-Eastern Railway) were encroached upon by two 
'private firms since 1937, according to their admission and that the en-
oeroachment was detected by the Railway AdministratioD in 1956/1957. 
The Committee further find that eviction cases have been filed be-
fore the Estate Officer recently. As the matter is sub-judice the Com-
mittee do not wish to make any comment at this stage. The outcome 
.of the cases may be reported to them in the course. 

8.15. The Committee would like to know whether there have been 
similar encroachments in South-Eastern Railway and other Zonal 
Railways. In view of what has happened in the case referred to in 
the foregoing paragraph, the Committee feel that there would he 
greater vigilance on the part of the departmental machinery in clear-
ly demarcating the Railway lands and verifying the boundaries perio-
dically. 1 

Northern Railway-Loss in land acquisitiOn. 

Audit Paragraph 

8.16. For the construction of the Delhi Goods Avoiding Line, 72.7 
acres of land belonging to the Defence Department was taken over 
by the Railway duri:1g the period April, 1964 to April, 1966. The 
Defence Department demanded price at the rate of Rs. 40 per square 
yard but the Ministry of Railways (Railway Board) pointed out that 
the price paid for the land in the same area acquired through Delhi 
Development Authority was Rs. 8 only per square yard but agreed 
to the l'8te of RI. 20 per square yard to close the'isaul!. In the mean-
wlUle, a part- payment of Rs. 1&17 lakhs oD'ad hoc' basis had been 
made by the Railway upto 19654. 'nle M'bHstry of Defenee, how-
eV'eJ:, reiterated in August, 1966 that-. ~e ba8ta of rateucertained 
by them from the Deputy Commiaioner, Delhi, the market value of 
land falling in the cantonment area wu Rs. 40 per sq __ -yUd. 
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8.1'1. Although the matter regarding price was yet to be settled 

'the Railway Administration made further 'ad hoc' payments of 
~. 50.89 lakhs to the Defence Department during 1966-67 to avoid 
-lapse of budget grant. In pursuance of the instructions from the 
Railway Board in July. 1967, the Railway Administration made en-
quiries from the Deputy Commissioner, Delhi, who explained in May, 
1969 that the rate of Rs. 40 per square yard was for fully developed 
land used for commercial and industrial purposes and that the price 
<of land taken over by the Railway was Rs. 6 per square yard cnly. 

8.18. While the question of refund of Rs. 47.95 lakhs is still being 
-pursued by the Mini'stry of Railways (Railway Board) with the Min-
'istry of Defence, the Railway has been incurring every year liability 
'fOr payment of dividend to the General Revenues in respect of this 
.amount. The dividend liability upto 1970-71 is Rs. 9.37 lakhs. 

IParagraph 43 of the Re.port of C. & A.G.for the year 1970-71 on 
Railways.] 

8.19. In accordance with sub-rule 2(a) of Rule 282 of the Central 
Government Compilation of the General Finance Rules, in the case 
of transfer of land or building to the Railway Ministry from another 
Ministry or vice versa, the full market value of the land and build-
ings is chargeable. Asked what was the basis for offering the rate of 
Rs. 20 per square yard to the Defence Department, the Railway 
Board have in a note stated: "As the matter was pending for a long 
time and as the Defence Department were claiming that the basis 
foc their claiming payment at the rate of Rs. 40 per square yard was 
the advice given to them by the competent local revenue authority 
viz., the Deputy Commissioner, Delhi, an offer of Rs. 20 per square 
yard was made in order to reach a settlement and close the issue." 

8.20. The Committee enquired when the Railway Administration 
'found that there was wide disparity between the rates at which they 
acquired land through Delhi Development Authority in the same area 
and the rate advised by the Ministry of Defence in August, 1966, what 
llction was taken to ascertain the reasons for the variations in rates 
'8l1d what was the outcome. In reply, the Railway Board have stated: 
"'The Defence. Ministry were quoting the rates of Rs. 40 per square 
yard as advised to them by the Deputy Commissioner of Delhi, who 
is the competent local revenue authority and hence it was felt that 
'the rate could not be questioned. However, the Deputy Commission-
s. Delhi ~~~ to."v.tlI4~~ h1s.~alua&l1t1a s,ptem-
~, .~, ~ OJ1Board'llettef of JlI1y, 196'1 .• ~ it ·~,lmown 
~t·tn. ra~,lor .. ~ ~ t:a-~p~ ~ould ~, .... 6 ",~Jqaure 
yard." : J' .. ; 
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8.21. Asked when the price had not been settled what prompted' 

the Northern Railway Administration to make, part payment of the' 
cost of land, the Railway Board explained: "The payment was made 
on an ad hoc basis to avojd lapse o'f funds." 

8.22. In reply, to ,another question as to what were the circum-
B.tances under which Budget provision was made in 1966-67 for balance' 
payment and whether the amount could not have been surrendered 
without utilisation, the Railway Board have stated: 

"Budget provision was made hoping that a settlement would 
materialise. The amount could have been surrendered but 
there have been some criticisms in Parliament and elee-
where of such sUITende~. Hence the payment wasma4e-
on purely an ad hoc basis pending a settlement. At "D()O 

time it was thought that the Deputy Commissioner, Delhi 
, would bring down his valuation from Rs. 40 per squartt 

yard to Rs. 6 per square yard." 

8.23. As regards the steps taken by the Railway Administration~ 
for securing refund of Rs. 47.95 lakhs from the Ministry of Defence" 
the Railway Board have intimated: 

"The question of refund is being vigorously pursued with the 
Ministry of Defence. The matter was taken up at a very 
high level i.e. the then C.R.B. wrote to the then Secretary, 
Ministry of Defence in June, 1971 and the matter was pro-
posed to be discussed by the Railway Officers with the 
Joint Secretary of the Ministry of Defence. However. 
these discussions could not take place due to one reason or 
the other. The Joint Secretary. Ministry of Defence has, 
been reminded by the Director, Civil Engineering (Works), 
Railway Board on 30th July, 1971, 31st August, 1971 and 
on 13th July. 1972 far the refund of this am.oun~. In c.-
this dQes not materiaUse, the amount wo~ld. .~ adjU8~ 
against future. payments to the Ministry of Pefence. . The-
Cb,airm~n, ~RaAw.y Bo:ard, ,l1as again written to Defence-
secretary ,on 29th july, 1972." 

'6' ,~,~, • 

8;!4;· Thi;fYflway;~~fti~tJnifa1itkl''a' 'e~': c;i. the 
lettil!!'r'~sitW NtWe~l' ~lwn~~cf' ~;~ ~Jr~ 
tar;'; M!6tty,M Defeftet!"ftepiteauQci·tn~ti PI)::~~PiIbL 
epa! Secretary bu contended that there is no overpayment.' . 
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8.25. The Committee regret the delay in determining the value 

,of 72.1 acres of land at Delhi taken over by the Northern Railway 
from the Defence Department 6 years ago. Although the Defence 
Department demanded price at the rate ~f Rs. 40/- per sq. yard, ac-
cording to the Deputy Conunissioner, Delhi this rate was for fully 
developed land and the price of land taken Over by the Railway was 
Rs. 6/- per sq. yard only. Further, the Committ~ find tbat the price 
paid for the land in the same area acquired through the Delhi Deve-
lopment Authority was Rs. 8/ - per sq. yard. On the basis of rate 
indicated by the Deputy Commissioner, the Railway has made an 
overpayment of Rs. 47.95 lakhs which,however,iaas DOt been aeeept-
.ed by the Defe~eDepartment. After going tlrough1he fads of 
the case' the Committee cannot resist a feeling that the Defence De-
partment has not taken a realistic attitude. As it 'is undesirable to 
inflate the capital-at-charge of tile Railways with the attendant divi-
dend liability, the CoJDDlittee would urge that Government should 
see 'that a settlement is' reached early. 



CHAPTER IX 

UTILISATION OF ASSETS 

Southern RailwaY-Non-utilisation of imported unclerf"Pme.r 

Audit, Paragraph 

9.1. A large number of underframes (650 Nos.) for the manufactur~ 
of passenger coaches were ordered by the Ministry of Railways (Rail-
way Board) in June, 1957 from Poland. Out of this, two consignments! 
of 88 underframes were received in Madras in March and September .. 
1958. Thirty eight of the underfra'mes were, however, received 
without oogies and accessories. Twenty six of these, meant for the 
South Eastern Railway, were despatched to them. In 1969, however._ 
18 of these were returned to the Southern Railway in a knocked down 
condition and without bogies and accessories, for use in manufacture-
of coaches by the Integral Coach Factory. Although in November, 
1959, South Eastern Railway offered the bogies required for these~ 
underframes (from out of 40 bogies received in excess by them 
against consignments cleared at Calcutta Port), the actual despatch 
to Southern Railway materialised in 1964 (34 Nos) and 1966 (2 Nos.) 
following a directive from the Ministry of Railways (Railway 
Board) in February, 19&1 

9.2. The missing components were not received despite frequent; 
references made by the Southern Railway to the Ministry of Railway 
(Railway Board). In November, 1960, the Integral Coach Factory 
reported to the Ministry of Railways (Railway Board) that these· 
underframes were not suitable for coach construction. In April .. 
1961, the Ministry of Railways (Railway Board) directed the South-· 
ern Railway to retain the underframes till the question of missing: 
accessories was settled. 

9.3. Five years later, in October, 1965; the Ministry of Railways: 
(Railway. Board) approved the suggestion of the Southern Railway 
to use the under frames for the construction of 57 motor and parcel~ 
vans which were originally planned to be built on old underframes. 
The Southern Railway could not, however, proceed with the build-
ing of the vans for want of accessories. After protracted correspond-
ence with the South Eastern Railway and the Ministry of Railways-. 
(Railway Board), accessories for 12 out of the 18 underframes only' 
could be obtained by May, 1967. These accessories were found b~' 
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the Ministry of Railways (Railway Board) in August, 1966 to be 
lying in a Stores Depot on the Eastern Railway from 1963. The 
Eastern Railway cleared these accessories from Calcutta Port in 
September, 1958. The question of locating the accessories for the 
remaining 6 underframes was, however, not pursued. Even the 12 
underframes for which accessories were received could not be utilised 
as a number of the vans for which they were proposed to be utilised 
had already been constructed by the Southern Railway and some· 
other types of vans taken up urgently for construction with other' 
underframes. In fact the accessories received were diverted for 
other uses. 

9.4 . ..After a lapse of another 3 years i.e. in June, 1970, the South-
ern Railway proposed to procure the accessories required for the 
remaining 6 underframes but the procurement of these as also the 
deficient items in respect of the 12 underframes through trade/shop 
manufacture is not yet complete (September, 1971). 

9.5. These 18 underframes purchased over 11 years back at a cost 
of about Rs. 7.8 lakhs in foreign exchange have been idling without 
being put to proper use. " 

9.6. The Southern Railway stated (September, 1971) that though 
there was delay in tracing and connecting these consignments, the 
curtailment of the construction of wooden bodied :passenger coaches. 
by Railway Workshops following the commencement of coach pro-
duction by Integral Coach factory and the use of old underframes-
for construction of non-passenger coaches and departmental vehicles, 
reduced the need for the new underframes generally and led to delay-
in their utilisation. It may, however, be mentioned that there were 
a number of construction orders on the Southern Railway to enable 
utilisation of these underframes in question but this could not be 
done solely due to the delay in locating and tracing out the connected: 
accessories. 
[Paragraph 58 of the Report of C.&A.G. for the year 1970-71 OIl 

Railways} 

9.7. Explaining the circumstances in which the 38 underframes 
were received in Madras in September, 1958 without bogies and' 
accessories, the Railway Board have in a written note stated: 

"An order for 650 BG underframes had been placed on Mis. 
Metal Export National Enterprise of Poland against various 
RSP programmes. Out of this contract 88 underframes 
were received in two shipments. One of 50 loaded in s.s. 
"KOSCIVSZKO" arrived on 14-3-58 .and another 38 were 
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received on 8th September, 1959 by the same ship. 
These 38 were received without bogies and accessories .. The 
bogies, accessories imd packing cases cont~ining these had 
been transhipped· into another vessel s.s. "PREYSZIOSE" 
and had gone away to Calcutta Port where Eastern Rail-
way had cleared these. Thus, the underframes, the bogies 
and the accessories got separated and led to protracted 
correspondence in connecting them. 

'The accessories had been sent away by the Eastern Railway 
to the Stores Depot and were lying unconnec;ted there will 
the exchange of information between Southern Railway, 

. South-Eastern Railway, Board and the Eastern Railway 
resulted in locating these after which the accessories were 
sent to Southern Railway. It was unfortunate tilat the 
ship which brought the underframes, bogies and accesso-
ries could notdirecUy discharge the entire cargo at the 
the Calcutta Port due to shallow draft in the river Hooghly 
on account of which port di'schargeand transhipment into 
other vessels resulted in underftatries and their components 
getting separated and being unloaded at different places 
and subsequent delays in co~lecting and ma~hing these." 

9.8. The Committee understand from Audit that the 38 under-
'frames unloaded in Madras wi~hout bogies and accessories were des-
patched by the Sou~hern Railway to consignees viz. South Eastern 
Railway (26), Eastern Railway (l0) and tC.F. (2) in as "received 
condition". The South Eastern Railway could not use at least 18 of 
these underframes and at the instance of the Railway Board returned 
them to Southern Railway in 1959 without the bogies and accessories 
for use by I.C.F. The Audit para states that the South Eastern Rail-
way offered in November, 1959 bqgies 1f?r these underframes but the 
actual despatch materialised only in 1964. This has been explained 
by the Railway Board as under: 

"The South-Eastern Railway in 1959 sent 18 underframes to 
ICF through Southern Railway in "knocked down·' condi-
tion without bogies and accessories. The Southern Railway 
then asked the South-Eastern Railway iT. October, 59 to 
send the bogies and accessories which was reiterated by 
the'Board lo South-EaStern Ra.ilway in June '60. To this 
South:'Eastern Railway 1I1dicated that thet.8 underframes 
sent to the Southern Railway were out of a lot of 26 under-
frames which had been received by them from the South-
ern Railway without the bogies and accessories. 
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underfram.es are unsuitable for their type 'Of construction 
on which the Southern Railway were asked to keep these 
underframes till the missing accessories were located. By 
October, 64, the South·Eastern Railway who were in a 
position to send bogies were asked Board to despatch 36 
bogies to the Southern Railway. The South-Eastern Rail· 
way in compliance sent 16 bogies in March, 64, 8 in April, 
64, 4 in May, 64, 6 in June 64 making a total of 34 bogies 
(plain bearing). This left South-Eastern Railway with 
only two plain qearing bogies which they themselves re-
quired for their use, urgently. South-Eas~rn Railway 
offered instead to the Southern Railway 2 roller bearing 
bogies to make up the total of 36. After correspondence, 
Southern Railway' agreed in June, 66 to take 2 rbller bear-
ing bogies but by that time the Sotrt.h.;.tastei~ received 
another two' plain bearing bogies and sent them to South-

'ern RailWay to complete the transaction of 36 bogies. The 
missing accessories for completing the underfrarnes and 
bogies had not been located till ~une 66 when it was found 
in' surplus material at Halisahar Depot on the Eastern 
Railway. ' 

The entire delay and confusion took place becau,se of the land-
irig of the imported underframes and accessories in two 
different ports and in separa'te lots due to, which the con-
signmen.ts got totally delinked and the matching sets got 
misconnected resulting in the uriderframes, bogies and 
accessories having to be connected up before the complete 
underframes could be utiliSed. This resulted in the time 
lag of nearly 7 years." 

9.9. The Committee de$ired to, know why the underframes sent to 
I.C.F. at the instance of the Board were found to ~ umuitable even 
though they were expected to be used by I.C.F. The Railway Board 
have in a note stated: 

"These underframes were not expected to be used by I.C.F. 
However, 18 underframes were sent on Board's orders to 
the I.C.F. to investigate whether the Integral Coach Factory 
with its specific laYout for, manufacture of integrated type 
type coaches could be adapted to utilise these. On investi-
gation, however, ICF found that it could not do so and 
these underframes were not suitable to build skin-stress 
construction of the IC.F. type on these separate under-
frames. After drecking up with their modes of construc-
tion I.C.F. declared that it would not be feasible to use 
these underframes for building the integral type of coach." 
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9.10. The Audit para states that accessories for 12 out of the 18 
underframes were obtained in 1967 from a Store Depot on the East--
ern Railway. However, even the 12 frames for which accessories had 
been received haye not been utilised by the Southern Railway. As 
regards the reasons for non-utilisation of these underframes, the 
Railway Board have stated: 

"All the coaches constructed after 1959-60 by the Southern 
Railway were non-passenger carrying coaches. In 1958-59, 
ICF was commissioned and progressively increasing num-· 
of the integral design of coaches were manufactured for 
which these imported underframes could not be utilised. 

The new underframes were normally utilised for the construc-
tion of wooden body passenger carrying coaches in the 
Railway. Workshops prior to the setting up of the I.C.F. 
while the released, old and servicable underframes were-
used for construction of non-passenger carrying and depart 
mental coaches. Only occasionally, where special types 
of non-passenger coaches have to be manufactured, which 
in service are liable to be moved by fast passenger and 
Express trains, utilisation of new underframes is recom-
mended. Hence, utilisation of available new underframes: 
for the purpose of ordinary non·passenger carrying and 
departmental coaches would not have been advisable. 
Hence, these new underframes were conserved for being' 
put to optimum use as and when necessity arose for the 
manufacture of special type coaches. In 1965-66 R.S.P. 
when special type motor vans and parcel vans, program-
med to be moved by fast passenger and express trains,. 
were taken up for construction it was decided that the 
new underframes available were to be made use for this 
construction. While taking up the orders for the construc-
tion of these motor vans, the non-receipt of accessories 
from Eastern Railway and bogies from S.E. Railway was 
noticed· and these caused some delay. There had also been 
a further set back in the utilisation of the new under-
frames for the construction of motor vans. as Southern 
Railway were asked to take up on emergency basis manu-
facture of 20 B.G. and 4 M.G. horse box !:>ogies. It was 
only after the completion of this work by the end of 1969 
that Southern Railway could take up the construction of 
these motor vans ordered earlier. As the. new under-
frames had been preserved for economic utilisation for 
the manufacture of special type coaches, the question of 
idling of assets would ~ot arise. 
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"The main factor, hence, which contribute to the non-utilisation of 

these new' underfram.es, was the policy of the Government 
to switch over from the manufacture of conventional 
type of passenger carrying coaches to the more modern 
and better type of integral coaches." 

9.11. The Committee enquired about the arrangements existing in-. 
in the Railway Board's office to watch timely and correct receipt of 
materials against orders placed by them. The Railway Board have 
stated: 

"As per Railway Board's standard payment terms, 10 per cent 
payment against various despatches are made only after 
correct receipt of material in India and as such automati-
cally a check is exercised about the correct receipt. Fur--
ther on completion of the contract, completion reports a~ 
called from the port consignees." 

9.12. In reply to a question as to how the completion report OD 
the contract under reference was drawn up to settle final payments,. 
the Railway Board have stated: 

"In this particular case, 10 per cent payment was released" 
only after the paying authority was advised about the re-· 
ceipt of components by the various I?ort consignee rail-
ways." 

9.13. Asked about the machinery in the Railway Board's office to· 
wacth the stock pOSition on the Railways and to arrange prompt ad-
justment of the materials between the surplus and the deficient 
units, the Railway Board have intimated as follows: 

"The Railways have been instructed to send quarterly state-
ments of various underframes position on their Railway to 
the Board's office. These statements are carefully scru-
tinised and the availa!;lle underframes are distributed to 
meet the requirements of each Railway for their construc-·· 
tion programme." 

9.14. The another question, the Railway Board have stated: 
"The acceS90ries for all the underframes were correctly re-

ceived in India, as confirmed by the consignee Railways. 

As has been explained .... , ......... ,the delivery of the con-
signment at two di1!erent ports led to the delinking of its' 
several parts and the 18 underframes were without bogies-. 
and other accessories. The bogies were later sent by the 
S.E. Railway to Southern Railway in 1964-66. The other' 
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accessories like boxes, bearing springs, etc., were located, 
late in 1966, among the . surplus materials found at Balis-
hahar Store Depot on Eastern Railway. Only 12 sets of 
them could be collected by Southern Railway. The others 
could not be traced .... 

9.15. The Commitee find that 38 imported underframes were re-
~eived by the Southern Railway and the connected hogies and acces-
sories were cleared by the Eastern Railway; the consignments thus 
got separated and it took nearly 7 years to connect them. It is 
.surprising that neither the Southern Railway nor the other Railways 
to whom the underframes were· despatched by the Southern Railway, 
pursued promptly the non-receipt of bogies and accessories. It is 
equally surprisine that the Eastern Railway did not appear to have 
taken prompt action to despatch the bogies and accessories to the 
Railways concerned. While the RailwilyBoal'd have explained the 
circumstances under which 'the boiges'and accessories gotdisconnec-
ted from the underfr~mes" no ex.,lanation is forthcoming as to how 
they remained u~connected on the Eastern Railway til. 1~. 'Pte 
Committee hope tbat suitable action will be taken against those fOllnd 
responsible fOor the inaction in the matter especially as it resulted 
in non-utilisation' of 18 underirames c~ting· as: 7~8 lakhs for· over 
a decade. 

9.16. Incidentally the Committee find that the materials relating 
to 6 underframes appeared to have been lost while in the custody of 
the Eastern Railway. The matter requires inve!itigatiOn. ' 

9.17. Aft~r going through the case the Committee are uaaltle to 
resist a feeling that such machinery as the Railway Board have .t 
present has not helped to link up the disconnected consignments. 
This lacuna therefore needs to be rentedied soon. 

GENERAL 
9.18. The Committee have not considered it necessary to make 

specific reeommendations/obsel'V'ati'ons on some of the par .... aphs in-
cluded in the Report of the Comptroller and' Auditor General of 
India. They nevertheless trust that the Railway Board will take such 
action as may be necessary in respect of such· paragraph!ll, in con-
sultation with Audit. 

NEW DELHI; 

March 21, 1978. 
PhCtlgur.aaO,· 1894 (~). 

ERA SEZHIY AN, 
Chairman, 

Public ,Accou.nts . COmmittee. 



APPENDIX I 
(S,.para 1.1) 

,r~""" ,. ~ COS, 0/ hallJing a Prmmger Train "'" ~ (adudi. i,,"'r..n) 
---Z2=:" . 4=,",:« 

P"!'~" ," B,G, M,G, N,G. 

lWhray 67-68 68-69 69-70 70-71 67-68 68-69 69-70 70-'11 67-68 68-69 69-70 70-7,1 .. ,'. ~ . 
t ••• lLII 

0.-12'25 13'77 13'72 14'68 9'85 5'16 5'90 7'53· 9'ai 9"7 10·42 12,34 
~JR'.,-100 1I2,4 112 120 100 S2 60-76,4 too 105 112' 133 

---' 
12'90 13.50 13'93 15'SI S'41 S'IS 6'00 6'19 

~I-"_~-100 lOS 108 120 160 95 III 114 
H,l II 1I'4! 11'84 -13'17 15'32 11'38 12'3S 13'48 14'21 12'87 9'8S 11'03 . IO'2S ~ 
~. 100 104 lIS 134 100 109 uB 12S 100 76" 86 80 t4 

en 
11'72 12'S8 12'84 13'96 

100 107 110 119 
M,... It Frootier 15'2.9 15'56 21'81 15'16 21'28 21'S9 20'74 23'68 17'07 39'83-31'08 27'30 
IIIiIIIIwr _, , 100 102 143 99 100 101 97 III 100 233 183 1S9'9 
1mb •• • 13'62 14'02 15'77 16'20 9'73 10'25 10'11 10'116 5'86 5'34 S'46 5'82 !ada 100 103 116 Il9 100 105 104 112 100 91 93 99'3 
.... Ceatnl 12"35 U'46 13'36 13,84 7'70 9'02 9'37 9'80 10"43 10'99 -10'80 11'84 !ada 100 92'8 108 1I2 100 117 J22 127 100 lOS 104 113'5 
......... -14'40 15'68 14'99 15'23 9'86 9'26 11'13 11'12 
IDda 100 108'9 104 106 100 94 113 113 

WCIIerIl 10'78 12·12 12'86 14'49 IJ'64 12'53 12'67 13'68 8'57 9'24 10'46 9'52 Iada 100 112 II9 134 100 108 109 117·5 100 108 122 III 
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APPENDIX IV 

(See para 8.24) 

Letter dt. 25-11-72 from Principal Secretary, Ministry of Defence-
D.O. No. 438-Pr. Secy.172 PRINCIPAL SECUTAltY .. 

MINISTRY OF Dr.n:Ncz. 
New Delhi. November, 25, 1972. 

My dear Baliga, 
Please refer to your D.O. letter No .. 61jW4/CNL/NI8(Vol. II) dated 

29th July, 1972 regarding adjustment of cost of land acquisition by 
the Northern Railway in connection with the construction of Delhi 
A voiding Lines. 

I have looked into the matter. According to us the value of land 
is Rs. 401- per sq. yard. You will thus see that there is no over-
payment. If this price is, for some good reason not acceptable to you,_ 
I suggest you depute one of your representatives to meet Shri M. 
Subramanayam, my Joint Secretary, who is dealing with the subject 
so that the two may endeavour to reach a mutually acceptable solut-
ion at an early date. , ~. : ~I e!'~ 

With kind regards, 

Shri B. S. D. Baliga, 
Chairman, Railway Boaro & 
Principal Secretary, 
Ministry of Railways, 
NEW DELHI. 

Yours sincerely. 
&d.I- K. B. LAL. 
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