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INTRODUCTION

I. thc Chairman of thc Railway Convention Committee (1991) having
been authoriscd by the Committee to submit the Report on their behalf,
present this Sixth Rcport on Action Taken by Government on the
rccommendations containcd in thc "Second Report of the Railway
Convention Committee (1991) on ‘Purchase of Electric Locomotives from
M5, ABB, Switzcrland by the Indian Railways’.

2. The Sccond Report of the Railway Convention Committee (1991) was
presented to Lok Sabha on 24th November, 1992 and laid on the table of
Rajya Sabha on 25th November, 1992. It contained 35 observations and
reccommendations. Action Taken notes on all these recommendations and
obscrvations werc reccived from the Ministry of Railways on 24th August,
1993. However, final replics to S rccommendatiofis and observations are
still awaited.

3. The Committce considered the replies of the Government at their
sittings hcld on 27.9.1993, 19.10.1993, 16.11.1993 and 31.1.1994. The
report was considercd and adopted at their sitting held on 10th February,
1994.

4. An analysis of action taken by Government on the recommendations
contained in the Second Report of the Railway Convention Committee
(1991) is given in Appendix........ It would be seen therefrom that out of
35 recommcndations made in the Report, 8 recommendations i.e. about
23% havc been accepted by the Government. The Committee do not
dcsirc to pursuc 7 recommendations i.e. 20% in view of the replies
furnished by the Ministry. The replies have not been accepted in respect of
15 recommendations i.e. about 43%. In respect of remaining
5 rccommendations i.e. 14%, the final reply of the Government is still
awaited and the Ministry have been requested to furnish the same

expeditiously.

New DELHI; M. BAGA REDDY,

February 21, 1994 Chairman,
Phalguna 2, 1915 (S). Railway Convention Committee.
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This

CHAPTER 1
REPORT

Report of the Committce deals with the action taken by

Government on the observations and recommendations contained in their
Second Report (Tenth Lok Sabha) on Purchase of Electric Locomotives
from M/s. ABB, Switzerland, by the Indian Railways. The Committee’s
Second Report was presented to Parliament on 24.11.1992. It contained 35
observations and recommendations. Action taken notes on all these
recommendations and observations were received from the Ministry of
Railways on 24.8.1993.

2. Replies to the recommendations and observations contained in the
Report have broadly been categorised as under:—

(i)

(ii)

(iii)

(iv)

Recommendations and observations which have been accepted by
the Government
5.1, 5.2, 5.4, 5.7, 5.11, 5.12, 5.13, & 1.

Recommendations and observations which the Committee do not
desirc to pursue in the light of the replies. received from the

Government ‘
5.21, 5.22, 5.23, 5.27, 5.28, 5.29 and 5.30.

Recommendations and observations in respect of which replies of
the Government have not been accepted by the Committee and
which require reiteration

5.3,5.6,5.8,5.9, 5.14, 5.15, 5.16, 5.17, 5.18, 5.19, 5.25, 5.26, 2,
4 and S.

Recommendations and observations in respect of which final
reply of the Government is still awaited
5.5, 5.10, 5.20, 5.24 and 3.

3. The Committee expect that the final replies to the recommendations
and observations in respect of which only interim replies have been
furnished by the Government, will be submitted to them expeditiously.

4. The Committee will now deal with the action taken by Government
on some of the recommendations.

Volume of Freight and Passenger Traffic (Para No. 5.1)
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S. The Committee in paragraph 5.1 of the Report had obscrved:—

“The Indian Railways have registered impressive growth during the
last 40 ycars. The Committce note that passcnger kilomcters, which in
1950-51 were 66,517 had by 1990-91 grown by a factor of 4.4 to
2,95,644. Similarly, tonne kilomcters (revenuc) had grown from the
level of 37,565 by a factor of 6.2 during thc samc period.
Notwithstanding this, growth has not kept pacc with thc growing
demands of the national economy. Consequcntly, growth of cconomy
has frequently been impaired by the shortage of rail transport. The
Railways have, therefore, set a target of almost doubling their lift of
passenger and freight traffic as it existed in 1985-86 by the ycar 2000
AD.”

6. The Ministry of Railways .in their reply dated 24.8.1993 have stated as
under:—

“The Railways have by and large been achicving the volumc of frcight
and passenger traffic as per the targets laid down from timc to timc,
and its performance has generally been keeping pace with the
demands of the National economy”.

7. Keeping in view the fact that growth of economy has frequently been
impaired by the shortage of rail transport, the Committee hope that the
Railways would be able to achieve the target of almost doubling their lift of
passenger and freight traffic, as it existed in 1985-86, by the year 2000 A.D.
The Committee further hope that in order to achieve the above target, the
Ministry of Railways would take urgent steps to augment their rolling stock
and improve their operations.

Increase in Lift Capacity by raising Booked Speed (Para No. 5.3)

8. The Stecring Committee of the Planning Commission on Transport
have cautioned Indian Railways against the temptation to incrcase linc
capacity by raising the booked speed of freight trains from 75 Kmph to 90
Kmph with corresponding reduction in the differential between the freight

trains and passenger trains which have the booked specd of
100-130 Kmph.

9. In this connection, the Ministry of Ra'llways, in their reply dated
24.8.93, havce stated:—

“Operating strategies contained in Corporate Plan envisage rcduction
of spced differcntial by raising maximum speed of freight trains upto
100 Kmph. However, on account of resource crunch, it is not likely
for Indian Railways to raise the maximum permissible speed of freight
trains for the present”.

10. By their own admission the Ministry of Railways have stated that the
-Railways are not in a position to spend and take on renewal and
‘strengthening of track to maximise the speed of freight trains. The

A
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Committee fail to understand as to how the Railways are going to be
benefited by induction of ‘state-of-art’ 3-Phase ABB Locomitives without
first ensuring the requisite track renewal and fencing as well as providing
other infrastructural facilities.

Transfer of Technology and Supervision Charges (Para 5.4 & 5.24)

11. Commecnting on Purchase of 3-Phasc clectric locomotive, the
Committce had, in paragraph 5.4, inter-alia obscrved:—

“.....The third round was concluded in March, 1992 and an advance
letter of acccptance was issucd to M/s.ABB, Switzerland for
procuring 30 Nos. of 3-Phasc AC 6000 HP clcétric locomotives at a
total cost of Rs. 621 crores exclusive of the clement of custom duty,
which at present rate of 87% works out to Rs. 540 crores, besides this
the copt of sparcs and charges for transfer of tcchnology arc also
excluded from this amount.

The Committec arc appriscd that unit cost of 3-Phase AC
locomotivc, when fully assembled was Rs. 13.2 crores CIF during the
first round of bidding (1989). Howcver, as per latest calculation the
unit cost of the samc locomotive, after the third bid, will be around
Rs. 45 crorcs which compares too unfavaurably with thc cost of
indigenously built 5000 HP locomotives that is expected to cost lcss
than Rs. 3 crores a picce. In fact between the first bid and second bid
many important devclopments like general escalation of prices during
the Gulf war, devaluation of rupce and partial convertibility of rupce
took placc which have, together, adversely, affected the comparability
of 3-Phasc AC locomotive vis-a-vis othcr available locomotives. The
Committce arc also concerned to note that the deal for purchase of
thcse locomotives, if put through, would ultimately involve
expenditure exceeding Rs. 1200 crores, not taking into account other
long term financial liabilities, which will arise during the period of
transfcr of technology and purchase of spare parts. This would put
togcther bring in serious distortions in the allocation of resources
during the Eighth Five Year Plan. The Committce note with concern
the candid admission of Financial Commissioncr that Railways had no
funds to accept such a huge liability without raising revenues through
public issuc of bonds (which in any casc arc not very attractive in the
market) or by raising the Railway tariff. On the other hand, the entire
investment planning of Railways during thc Eighth Plan would also bc
seriously jcopardised. From the internal notings of the Railway Board
on the subject, as furnished to the Committce, there is no evidence to
suggest that these vital issues have been adequately addressed to
beforc going ahcad in thc matter”.
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12. The Ministry of Railways in their rcply datcd 24.8.93 have
stated as under:—

“The advance letter of acccptance was issucd to M/s. ABB,
Switzcrland on 18.3.92 for import of 30" Nos. of 3-Phasc AC
6000 HP Electric Locomotives (20 frcight and 10 passcnger)
alongwith 3 locomotives as sparcs (2 frcight -and 1 passcnger) with
maintcnancc sparcs ctc. at a total CIF cost of about Rs. 583
crorcs at thc market cxchange ratc of 17.3.92. This excludcs
Transfer of Technology and Supcrvision charges. The current rate
of customs duty on import of locomotivcs is 84%".

The CIF cost as obtained during the first round of bid (1989) werc as
under;—

Freight Passenger

CIF cost per locomotive in CHF 28.72,107.85 CHF 51,87,710.70
Swiss Francs (CHF) and SEK 90,29,782.44
Swedish Kroner (SEK)

Pricc in Indian Currency Rs. §.15 crorcs Rs. 5.26 crorcs
with cxchange rate of Rs.

100=CHF 9.865=SEK

40.40 as on 23.12.88

Pricc in Indian Currency Rs. 9.76 crorcs Rs. 10.89 crores
with cxchange ratc of Rs.

100=CHF 4.7650=SEK

24.18 as on 2.7.93

The CIF pricc as per order on ABB, now placed is as under:—

Freight Passenger
CIF cost per locomotive _in CHF 48,01,875 ZHF 52,78,650
Swiss Francs (CHF) and DEM 34,75.875 DEM 38.22,000
Dcutschc Mark (DEM)
Price in Indian Currcncy at Rs. 16.58 crorcs Rs. 18.22 crorcs

the cxchange ratc of Rs.
100=CHF 4.765=DEM
5.3475 as on 2.7.93

The above prices are cxclusive of custom duty.

As regards the comparison of the cost of a limited number of high horse
power loco with 3 phasc drive and microprocessor bascd control primarily
for Transfer of Technology with that of the indigcnous 5000 HP locos
produccd by CLW by optimising the cxisting tap changer techno-
logy, thc samc would not be realistic as the products as wcll as the context
arc cntircly dissimilar and hence not comparable. Morcovcr, the price for
the locos contracted fro import arc fixed and without any price



variation clausc. Hence, factors likc gencral cscalation of price,
devaluation of rupce, partial convertibility of rupce ctc. have also had
their influence.

While this purchasc will no doubt strain the railway resources to some
extent, this is incscapable in the context of acquiring statc-of-art techno-
logy which has a vital bcaring on the futurc opcrational capabilitics of
Indian Railways. In this context, it is pertincnt to mcntion that the
purchasc of these locomotives is ticd up to the loans from ADB an EXIM
bank and as such it would not havc any immediatc rcpercussion on the
national financcs as a wholc. As a matter of fact if this purchasc had not
matcrialiscd, ADB/EXIM loans would have to be surrcndered.

It may bc mentioncd that provision of Rs. 760 crores has been made
during 8th Plan for 30 high horsc powcr locomotives, which is adcquate
to mect the CIF cost of these locomotives including margin for some
further devaluation of rupece. The provision of funds howcver docs not
cater adcquatcly for import duty at the present rates.

The present policy is to reducc import dutics gradually and it is
cxpected that by 1995-96, when the actual import of locomotives will
start, thc import duty might comc down substantially.

In addition to above, Ministry of Financc has been requested to cxempt
the Railways from payment of custom duty” of purchasc of these
locomotives as this purchasc is rclated to tcchnology upgradation.

This various issucs including thc financial implications have becn
deliberated at length and the Government has taken a conscious decision
to acquirc thc ncw tcchnology.”™

13. The Committee require clarification from the Ministry of Railways
whether the market exchange rate of 17th March, 1992 is acceptable to
M/s ABB Switzerland as the formal contract was signed by the Ministry in
July, 1993. The total amount to be paid to the firm for transfer of
technology and supervision charges and the source from which the railways
are going to pay for it also needs to be explained to the Committee.

Cost Effectiveness of Different Technologies

14. Obscrving that perceptions differ in regard to cost cffectivencss of
diffcrent technologics, the Committee had, in paragrphs 5.5 and 5.6 of the
Report, statcd:—

“The Committec notc that the quest for high horse powcr clectric
locomotives has become a contentious issuc within the Railways where
opinions about the desirability of onc or the other routc arc sharply
divided. While therc is a school of thought which favours going for

* At the time of factual verification. the Ministry of Railways have intimated as follows:
“Ministry of Finance has now communicated exemption from payment of custom duty
vide letter No. F.No. 343/15/92-TRU dated 4th February, 1994™.
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‘statc of art’ technology therce is also another line of thinking which
has argucd for a morc cautious approach in thc matter. The former
have cmphasiscd the advantages which could accruc by going for the
‘statc of art’ technology i.e. 3-Phasc AC 6000 HP clectric locomotives
and thesc arc, .inter -alia increascd linc capacity through attainment of
higher speed of both passcnger and goods tri.ffic and greater power
consumption, cstimatcs of which range between 0 to 30 percent, lesser
maintcnance and, thereforc, greater lift of passcnger and freight. On
thc other hand, thc later have been drawing attention to high
diffcrential in the cost between 3-phasc technology and other
technologics available/developed in the country and its adversc
conscquences on investment planning in rcgard to other vital arcas in
the Railways, non-compatibility with the availablc infrastructurc in the
Railways, particulary the track conditions, and adverse impact on
technologics alrcady devcloped/under trial and the resultant wastage
of resources, the sctback to indigenous technological developments,
and on the R&D capability in rcgard to clectric locomotives. It has
also been pointed out that Railways are wocfully short of locomotives
as a rcsult of which they arc unable to mcet the growing demand of
traffic, which today stands at a shortage of 2000 wagons a day,
implying an addition of 25,000 to 40,000 wagons to thc cxisting flcet.
The Committce, morcover, note that rakes arc held up for sometime
morc than 72 hours waiting for availability of locomotives. They also
note that under these circumstances, a strong casc has been made for
augmenting thc supply of clectric locomotives on the basis of
technorogics which arc within an immediatcly attainable range, instead
of waiting for the latest technology to be absorbed, indigenised and
brought to production stagc which may takc anything from 5 to 10
years. In this contcxt, thc Committec also take notc of the concern
cxpresscd by thc World Bank regarding adoption of a still largely
untested technology as an altcrnative to successfully tested standard
thyristor control clectric locomotives. They find that the Indian
Railways havc told thc World Bank that with a vicw to limiting the
risk, the 3-phasc clectric locomotives would first be tested before a
decision is made to procced with the transfer of technology for
manufacturc of thesc locomotives in India. The Committce further
undcrstand that the ultimate decision of thc Indian Railways would
impinge on thce ncgotiations for the next World Bank loan that the
Railways may scck.

The Committee further note that perception differs also in regard to
the cost cffectivencss of diffcrent technologies. While there is a view
that acquiring 3-Phasc technology today may bc cheaper, another view
contrary to this is that thc modern 3-Phasc AC tcchnology, though
desirable, can bc opted for at a later stage when it has cstablished
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itsclf in Europe -and clscwhere and by which time. the whole technology
package is cxpeeted to beccome much theaper and affordable for the
country. \

In this context, thc Committcc fully agrec thc views of previous
Chairman, Railway Board, that in duc coursc, of timc if and when 3-Phasc
technology cstablished itsclf, not only in the continent but also clscwherc,
the technology package would fall into our hap at much cheaper and
affordable pricc and at that stage Indian Railways could be in a better
position io absorb it. In tlic meanwhile, the -Railways should go alongwith
the thyristor technology. CLW’s cffort -to produce: 5000 HP locos. with the
existing technology within the infrastructure availablo and with perhaps a
minimum additional input of moncy and tcchnology should also be
encouraged. The Committec considers it unfortunate that a balanced view
taken by the previous Chairman, Railway Board, in thc matter was
ignored.” e

15. The Ministry of Railways, in their Action Takcn notes dated
24.8.1993, statcd:—

“The cost of imported tcchnology for 3-Phasc AC drive locomotives
will risc and not fall in futurc and any assessment to thc contrary
would bc unrcalistic.

....... the technology package for 3-Phasc locomotivés would only
becomc costlicr in futurc. Adoption of thyristor tcchnology for
6000 HP locomotives is not the best solution at the present juncturc
when 3-Phase technology has fully matured.”

All concerned authoritics in the Railways have accepted that induction
of latcst 3-Phasc AC technology is considered thc most appropriate
choicc for the futurc. These locomotives arc comparatively
maintenance free, capable of achicving 30% saving in encrgy
consumption and ncarly unity powcer factor and arc more friendly with
track and signalling systcm. Morcovcr these locomotives arc nccessary
for mccting the throughput of congested high density routcs as also for
longer and faster passcnger trains. No diffcrence of option cxists
rcgarding the supcriority of the 3-Phasc tcchnology.

(ii) Thc rate of rcturn on investment has been cvaluated and worked
out to 14.7% as financial rate of rcturn and 13.7% as cconomic
ratc of rcturn. This ratc of rcturn has becen worked out on the
basis of lowest cvaluatcd offer and without considering custom
duty. Financc Ministry’s approval has bcen sought for cxempting
this onc time import of locos and sparcs for upgradation of
tcchnology from custom duty to avoid unduc burden on the
Railways' finance.

(iii) The cost of locomotives proposcd for import with 3-Phasc techno-
logy would no doubt bc considered high when compared with the
cost of locomotives presently being manufacturcd as CLW. But, it



8

has to bc viewed in the light of ultimatc objective of Indian
Railways to organisc scrics manufacturc of thesc locomotives for
the next two decade or more. The cost of technology which would
form bulk of thc cost would be distributed over ncarly 3,000 or
morc locomotives during this period and it is expected that the
indigenously manufactured locomotives with 3-Phasc technology
may bc only marginally higher in cost than the 6000 HP
locomotives if manufacturcd using thyristor tcchnology and work
out checaper on lifc cyclc cost basis.

(iv) No advcrse impact on technology alrcady developed / under trial
as the 5000 HP locomotives developed by CLW would be a sub-
optimal solution and not a substitutc for 6000 HP locomotivc.
Regarding adoption of high horsc power thyristcr locomotives, this
technology had already bccame obsolete and it would be a
rctrograde stcp to go in for the samc. Morcover, the cost of
manufacture of such locomotives would be more or less the same
as High Horsc Power Locomotives with 3-Phase drive.

(v) Electric locomotives manufactured with 3-Phasc technology have
been in service in Europcan countrics and this tcchnology was
considered proven and best suited for scries production in our
country for the next 2-3 decades.

(vi) No confirmation has been made by Indian Railways to the World
Bank regarding testing” of 3-Phasc clectric locomotives before
making a dccision to procced with the transfer of technology for
manufacture of these locomotives in India. In fact this project has
no link with World Bank, bcing financed by ADB who have
cvaluated the project and approved it.”

16. It is incomprehensible to the Committee as to how the Ministry of
Railways have come to the conclusion that the cost of imported technology
for 3-Phase AC drive locomotives will rise and not fall in future. As
transport technology is fast changing the world over, the availability of
more advanced, yet cheaper, alternatives cannot be ruled out.

The committee feel that the above plea taken by the Ministry of Railways
has no basis whatsoever.

Utilisation and Evaluation of 5000 HP locos
(Para 5.8 and 5.9)

17. Taking note of the Statement made before them by GM., CLW that
with the present wagons, rails ctc. optimum utilisation of cven 5000 HP
Locomotives is not possible and deprecating the fact that Railways had not
cvaluated the total cconomic of S000 HP Locomotives vis-a-vis the
locomotives alrcady imported or proposcd to be imported, the Committee
had, in paragraphs 5.8 and 5.9 of Report reccommended:—

“The Committec notc that at present all the manufacturers of
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clectric locomotives in thc country, including Chittaranjan
Locomotive Works (CLW), arc manufacturing WAG-5 and WAP-
3 type clectric locomotives of horsc power up to 3900 which is
bascd on tap changer tcchnology obtaincd from SNCF in sixtics.
The Committee note that cfforts of the CLW, in association with
Rescarch, Design and Standard Organisation (RDSO), to upgradc
these locomotives up to 5000 HP mark rcached a critical stage as
onc prototypc christcncd by Mother Tercsaa’s ‘Shanti Dan’ has
alrcady been developed and is undergoing ficld trial. Further, it is
cxpected to be available for bulk manufacture within a couplc of
ycars. The Committcc, howcver notc that while the user services
in the Railways would welcome a locomotive of 5000 HP which, in
any casc, is bcing acknowlcdged by all concerned to be a better
locomotive than the cxisting 3000 HP and 3900 HP locomotivcs,
thc Mcmbcer (Elcctrical), RDSO and GM, CLW, morc or lcss,
sharc the vicw that from a long term point of view, tap changer
tcchnology, cven aftcr upgradation of 5000 HP mark, would not
answer the problem of doubling the lift capacity of thc Railways.
They have further cxpressed scepticism about the possibility of
upgrading these locomotives to 6000 HP level. The Committee also
takc notc of thc statcmcnt made before the Committee by GM,
CLW that with the present wagons, rails et¢. optimum utilisation of
cven 5000 HP locomotives is not possible.

The Committce wclcome the paralicl cfforts undertaken by
BHEL to dcvclop 5000 HP clectric locomotives with thyristor
tecchnology which they hope to dcliver to Railways by Dccember.,
1992. The Committcc, howcever, regret to note that the Railway
Board have not bothcred to know the dctails of these cfforts on
the part of BHEL. They also deprccate the lack of cnthusiasm on
the part of the higher cchelons in the Railways in regard to cfforts
within and outside thc Railways to dcvelop high horse power
locomotives on the basis of indigcnous knowhow which, according
to DG, RDSO, though within thc rcalm of possibility is likcly to
takc somc morc timc. The Committce also notc that it is possible
to retrofit the.cxisting locomotives with the thyristor tcchnology in
order to upgrade and incorporatc power rcgencrative featurcs,
which the Rlys dcsirc to have from a long term point of view. The
Committce arc informed that cost of S000 HP locomotives
developed by CLW s likely to be less than Rs. 3 crores. An
improved version being developed by BHEL s likely to cost about
Rs. 4 crorcs. During the cvidence, the Railway Board
Rcpresentatives and  the GM, South-Eastern  Railway, have
conceded that two indigenous produced 5000 HP locomotives of
SNCF tcchnology or bascd on thyristor tcchnology, would
adcquatcly mect the requirements of Indian Railways, kecping
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in view, the track condition. -on most of the -scotons  and
impcdiments of: netwcvmg highes spceds or haulmg hcavicr trais..
A classic cxample . is hauling of ‘4700 tevwnctraing- 6k - Kirandul-
Waltair Scction by two 6000 HP thyristar loeos;- replacing thiree
3900 HP CLW locomotives. Two or threc CLW. or BHEL made
5000 HP locos would cost the Railways 8 ta 1S crores, as against
Rs. 90 crores in casc of two 3-Phast ¢lectric locomotives. In this
context, the: Committee dcpmcatc the, fact that. Raxlway have pof
cvaluated the total cconomics of S000 HP locomatives: viswe-vis the.
locomotives alrcady imported or proposcd o be tported: n this
context, the Committce arc not-surpriscd by the-fact that CEW are
to takc longer than cxpected to deliver a prototype of 5000 HP
clectric locomotive.”

18. In their action taken note dated 24.8.1993, the Ministry of Railways
have stated:—

*It is submittcd that the obscrvations made by the Committee arc
factually correct cxcept for the statcment about the optimum
utilisation of 5000 HP loco not being possible with the present
wagons, rails ctc. Regarding same, it may be clarified that the
present fleet of wagons & track on trunk routcs is quitc fit for
utilisation of 6000 HP locos and no difficulty has been experienced
in casc of 18 HHP thyristor locomotives on this account.

The parallel cffort of BHEL to develop 5000 HP clectric locomotive with
hyristor technology has been noted but same is yet to be offered to
ailways. The upgradation of ratings of present day locomotives to 5000

i 'P and retro-fitment of thyristors, if successful, will still be sub-optimal
iution and not a substitutc for 6000 HP locos.

The cost comparison of 2 or 3 CLW or BHEL made 5000 HP locos with
the cost of 3-Phasc clectric locomotives would not give realistic picturc as
e cost of scrics manufacture of 3-Phasc locomotive is expected to be
much lower than the cost of import of these locos in the present tender as
a major portion of this investment would be primarily for the technology
that will be acquired alongwith the locos. In view of the above and the
substantial saving in recurring costs on account of maintcnance and
opzration, the two alternatives arc not dircctly comparable.”

19. Kceping in vicw thc cost of 5000 HP locomotives produced by
BHEL or CLW, as against thc cost of 3-Phasc Elcctric Locomotives, as
well as the views expressed by the Railway Board Representatives and the
GM. South Eastern Railway, thc Committee arc still of the view that
Railways should have cvaluated the total cconomic of 5000 HP locomotives
vis-u-vis the locomotives proposed to be imported before placing the final
order. The Committce do not agrec with the vicws expressed by the
Ministry of Railways that the cost of scries manufacture of 3-Phasc
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locomotives is cxpected to be much lower than the cost of import of
these locos in the present tender. Because of the resource crunch and
the time gap bctween the receipt of first batch of locomotives and the
transfer of technology, the Ministry of Railways would not bc ablc to
start scrics manufacturc of thesc locomotives in the ncar futurc, atleast
for scven to cight ycars. Morcover, keeping in vicw the track conditions
on most of the scctions and impediments to achicving higher speed of
about 100 KMPH, ovcrhauling hcavicr trains ctc., the bencfits supposed
to bc obtained by induction of these high spced locomotives arc not
likely to accruc. During their study tour of Waltair-Kirandul scction of
South Eastcrn Railway in Fcbruary, 1993, the Committcc have found
that two 6000 HP Thyristor locos werc successfully hauling 4700 tonnc
trains by rcplacing three indigenously built 3000 HP, CLW Locomotivcs.
The Commiittee, therefore, suggest that the Government should continuc
to cncourage parallcl cfforts of BHEL to decveclop 5000 HP Electric
Locomotives with Thyristor technology and the CLW’s, 5000 HP
locomotive bascd on the cxisting tcchnology.

Role and State of RDSO
(Para 5.10 to 5.13)

20. Recommending greater involvement of Universitics, National
Rescarch Institetions and Industry, both in Public and Private Scctor, as
the Railways alonc could not makc the rcquircd investment on R&D,
thc Committee had, in Para 5.10 to 5.13 stated:—

“The Committcc were informed that R&D basc at RDSO and
CLW is not up to thc mark. This has been attributed not so much
to thc abscncc of scicntific and technical ‘manpower or cven to
cfforts on thc part of RDSO/CLW as to poor back-up which is
there largely in the system: It has been argued by the Railways
that thc rcquircd rescarch cfforts call for greater involvement of
Universitics, National Rcscarch Institutions and Industry, both in
public and privatc scctor. They have, however, stated that
Railways alonc could not make tiic required investment on R&D.

The Committce find that RDSO has cssentially become an orga-
nisation dcvoted to absorption of technology and not to its
devclopment. In this context, the Committee find the statement of
DG. RDSO that Railways had found it cheaper to go for importcd
techmiotogy, significant. In such a situation, the Committcc cannot
fully accept the statement that RDSO plays the role of a brain for
the Railways. They arc also convinced that much greater attention
is rcquired to bc paid to RDSO in tcrms of rcsources and
importancc to bc given, if this organisation is to scrvc any rcal

purposc.
The Committce also wish to underlinc the importance of greater
coordination bctween the cfforts of RDSO and CLW. As a
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corollary to this, the R&D component of the CLW also requires to
be strengthened further.

In this context, the Committee 4re constrained to infer from the
statements made during evidence that presently no integrated effort
has been undertaken by the Railways to involve Universities,
Research Institutions and the Industry for a coordinated effort to
devclop a strong R&D base in the country for manufacture of electric
locomotives and other improved type of rolling stock. Thus, the
Committee feel, is highly desirable in view of the fact that ours is onc
of the largest railway networks in the world and that the economy of
no other country depends on the efficiency, of the Railways as much
as ours.”

21. In their reply dated 24.8.1993 thc Ministry of Railways have
stated:—

“Over the years RDSO has donc considerable research and
developmental work which has benefited the Railways. However, in
thc area of latest statc-of-art technology, there have been great
advancements in some of the developed countries due to massive
financial and other inputs.

In order to further improve the research back-up in RDSO, apart
from in-house technological inputs, Technology Development Groups
have been set up in RDSO in which Universities, IITs, Research
Institutes etc. arc being actively involved so as to benefit from the
latest advanccments being made by them.

In order to cnable RDSO to function as a pioneering R&D
organisation, and with a view to improving its efficiency and
productivity, a revised schemec of working has been recently
introduced which gives additional powers and further delegations to
the Governing Council of RDSO. This is expected to give further
fillip to research and developmental activitics in RDSO.

In the context of loco design, RDSO conceives a design, preparcs
key drawings, specifications, test protocol and also undertakes
development of critical major equipment with industries. CLW
prepares detailed drawings required for manufacture at their works
and development of less critical items and undertakes manufacture.
RDSO carrics out final evaluation by instrumented test and field
trials. Not only with CLW, but with all field units, RDSO now has
more closer interaction. A Design and Development Centre is being
set up at CLW to further increase their devclopmental potential.

RDSO has made significant contribution in development of
technology on Railways despite its limited resources. However,
admittedly there is a scope for improvement.

It is also accepted that in our country, where efficiency of the
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Railways has a major role in the National economy, theré should be
greater co-ordination between Railways and Universities / Research
Institutions in order to develop a stronger R&D base.

With this in view RDSO was directed to adopt a mission-oriented

approach and to set up Technology Development Groups in

y association with Universities/ IITs/ Research Institutions/Industry

etc. These Missions/ Technology Development Groups have made

some innovative contribution in the areas of Railways operations and

modernisation of rolling stock etc. which have contributed signifi-
cantly in capacity augmentation.

In order to further develop its research activities a revised scheme of
working has been introduced in RDSO in which additional powers have
been delegated to its Governing Council.”

22. The Committee find that in the area of latest ‘state-of-art’ technology
there have been greater achievements in some of the developed countries
due to massive financial and other inputs. As the Railways alone could not
make the required investment on R&D the Committee desired that the
required research efforts call for greater involvement of Universities,
National Research Institutions and Industry, both in Public and Private
sector. In this connection, the Ministry of Railways have informed the
Committee that technology development groups have been set up in RDSO
in which Universities, IITs, Research Institutes etc. are being actively
involved so as to benefit from the latest advancements being made by them.
The Committee would like to know the full details in this regard.

The Ministry of Railways have informed the Committee that with a view
to improving its efficiency and productivity = revised scheme of working has
been recently introduced which gives additional powers and further
delegations to the Governing Council of RDSO. The Committee would like
to know in detail about the recently introduced revised scheme and the
manner in which this scheme is expected to give further fillip to research
and development activities in RDSO.

As regards better coordination between the efforts of RDSO and CLW,
the Committee have been informed that RDSO now has more closer
interaction not only with CLW but also with all fleld units and for this
purpose a Design and Development Centre is proposed to be set up at CLW
to further increase their developmental potential. The Committee would like

to know the latest position In this regard.
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Thyristor Locos
(Para 5.14)
23. In paragraph S5.14, thc Committcc. had obscrved as under:—

“The Committcc notc that -alrcady a period of 9 ycars (1983-1992) has
clapsed since the global tenders for thyristor locos were floated. The trial
runs have morc or less been completed and Bo-Bo type locomotives from
both supplicrs i.e. Hitachi, Japan and ABB, Swcdcn, have been identified
as cqually appropriatc for indigcnous manufacturc, cxcept for minor
modifications which have since been completed. The Committee find that
there is no difference of opinion between, the users and technical cxperts
in rcgard to opcrational performancc, as well as technical aspects of thesc
locomotives, which on both these counts, arc satisfactory.”

24. The Ministry of Railways in their reply dated 24.8.93 have stated as
under:— -
“Whilc therc is no diffcrence of opinion between the users and technical
cxperts in regard to opcrational performance as well as technical aspects of
Bo-Bo typc locomotives from both supplicrs i.e. M4 Hitachi Japan and
ABB, Swcden and on both these accounts they can be considercd
satisfactory. There arc a number of modifications, both minor and major,
which arc yet to be incorporated.”

25. The Committee are surprised at the reply of the Ministry of Railways
that a number of modifications, both major and minor, are yet to be
incorporated in Thyristor locos, whercas during the evidence on 8.9.92,
GM, South Eastern Railway (vide para 3.26 of the Committee’s Report),
had confirmed that the modifications necessary for three types of
locomotives had been completed. The Committee seek an explanation from
the Ministry of Railways on this.

Adoption of Thyristor Technology VIS-A-VIS Procurement of 3-Phase
Locomotives
(Paras 5.15 & 5.16)

26. Rccommending to cxplore thc possibility of further improving
Thyristor Tcchnology, such as incorporating in it somc of thc distinct
fcaturcs of 3-Phase Tcchnology, the Committee had, in paragraphs S.15
and 5.16 rccommended:—

“During their cxamination of this subjcct the Committce went at
length into the suitability of thyristor technology vis-a-vis 3-Phasc
technology. Howcver, taking into account all argumcnts for and’
against AC 3-Phasc typc locomotives thc Committee arc convinced
that at the present juncturc and kecping in vicw comparative costs of
thyristor typc locomotives which have passcd a crucial stage of trial
and test is the appropriatc answer to the nceds of the Railways in the
ycars to comc. In this contcxt, the Committce arc also mindful of the
fact that, in absencc of any cxpcricnce of running 3-Phase AC
locomotives in Indian conditions, the cntirc cconomics of 3-Phasc
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technology as projected by the Railways is based on large number of
assumptions. The Committcc arc, however, also of the view that the
possibilitics of further improving upon this technology to incorporatc
in it somc of thc distinct fcaturcs of 3-Phasc tcchnology such as
regeneration of power should be carnestly cxplored.

In this context the Committce also note that although 3-Phasc AC
locomotives can attain a speed of 200 kmph for passenger trains and
100 kmph for goods trains, the actual attainable spccd under the
cxisting conditions may not cxcced the spced of Rajdhani and
Shatabdi Express trains which arc running with the help of WAG-5
3900 HP locomotives. The Committee also note that the advantages
which may accruc from larger number of coaches/wagons with help
of 3-Phasc AC 6000 HP locomotivcs at cxisting spceds have not been
fully cvaluated against higher financial burden including cost of loan
and cost of sparcs that may bc cntailed.”

27. In their reply dated 24.8.1993, the Ministry of Railways had
submitted to the Committec as under:—

“Adoption of thyristor technology which has alrcady become
obsolcte for scrics manufacture of HHP locomotives would be a
retrograde step. Besides, the comparative cost of scrics manufacture
of 3-Phasc locomotives is considered to be only marginally morce than
the locomotives built with thyristor technology and these costs, in
fact, will be cheaper on life cycle-cost basis. The incorporation of
regencration of feature in thyristor technology. though technically
feasible is costly and unrcmuncrative.

The advantages have been cvaluated with the present day number
of wagons (4700 tonnc load) at cxisting max. speed only. While the
cost of locomotives have been taken as quoted in the tender, cost of
M&P and tools rcquired for scrics manufacturc and proportionate
cost of transfer of tcchnology has also been taken into account only
custom duty has not been added. As regards the cost of loan, same is
automatically covered with the financial ratc of rcturn. Apart from
the financial rate of rcturn worked out to 14.76% and cconomic rate
of return worked out to 13.7%, there would be substantial bencfit on
account of incrcasc in linc capacity besides avoidance of investments
in infrastructurc for status quo. However, these bencfits arc not
prone to casy quantification.”

28. The Committee had expressed their concern over the fact that the
views and the detailed assessment made by the former Chairman, Railway
Board, who was in position till March, 1992, were totally ignored by the
Ministry of Railways. What is more disturbing to the Committee is the fact
that no answer has been given to the Committee’s recommendation
regarding evaluation of the advantages which may accrue from haulage of a
larger number of coaches and wagons with the help of 3-Phase AC 6000 HP
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locomotives at existing speeds vis-a-vis higher financial burden, ipcluding
cost of loan and cost of spares that may be entailed. The Committee,
therefore, reiterate their earllier recommendatlon that the possibilities of
turther improving the Thyristor technology should be earnestly explored.

Unproven Ultility of State of Art Locomotives
(paras 5.18, 5.19 and Recommendation No. 2)

29. Deploring the tendency on the part of Railways to shop for
technologies without due seriousness or consideration of its impact on the
already precarious railway finances, the Committee had, in paragraphs
5.18 & 5.19, recommended:—

“The Committee, therefore, strongly feel the Railways should resist
the temptation of going for the ‘state of art’ locomotives of unproven
utility, in preference to thyristor technology which not only is a great
improvement over the existing locomotives in use but is well proven
and affordable.

In this context, it has surprised the Committee that contrary to the
usual practices and norms, the decision of the Railways to acquire
3-Phase AC locomotives was taken in 1987 without consultations with
RDSO and CLW and without a demand from the user department
i.e. Traffic Department. In fact the Chairman and Members of the
Railway board were not aware whether or not the decision had the
backing of the full Board. During evidence a peculiar fact which
emerged was that although Railways have been making repeated
assertions that 3-Phase AC technology was still in its ‘infancy’ in 1983
the global tenders which were floated in that year for purchase of
18 prototype thyristor locomotives, had also invited offers for
supplying 3-Phase AC locomotives, which was not insisted upon. The
Committee are, indeed intrigued by the fact that tenders had been
floated for an ‘unproven technology’ based on reports in journals, as
the Member, Electrical, has seated before the Committee. They are
further intrigued by the fact that GM, CLW had in a letter to
Chairman, Railway Board in 1986 bemoaned the fact that
AC 3-Phase technology had been over-looked while going for 18
prototype thyristor locomotives. He had also pointed out that
hundreds of 3-Phase locomotives were under commercial use at that
time in forecign Railways. From this the Committee further find that
3-Phase technology for which the Railways had floated tenders even
in 1983 ‘was neither offered by the foreign suppliers nor seriously
considered by the Railways. From this, the Committee gained the
conviction that 3-Phase technology was at_that stage considered to be
unsuitable for Indian copditions and therefore not taken seriously.
Although the Railways ‘haye tried to explain away most of these
contradictions, to the eagerness on their part to obtain the ‘state of
art’ technology for reasons unsubstantiated, the Committee remain
unconvinced about the maturity of-judgement on the part of higher
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Railway authorities. In this context, the Committee deplore the
tendency on the part of Railways to shop for technologies without
due seriousness or consideration of its impact on the alrcady
precarious railway finances due to which Railways are continuously
throwing heavicr and heavier burdens on the rail-uscrs in the form of
abnormal increases in fares and freight rates. It is deplorable that
such decision arc being taken ignoring the demands in other sectors
like improved coaches, more wagons, track rcnewals railway
electrification and passenger amcnities and giving scant attention to
the plan allocation.”

30. In their Action Taken Notes, dated 24.8.1993, thc Ministry of
Railways have stated:—

“Locomotives built with 3-Phase technology have been in service for
many ycars in different railway system in Europe and their
superiority in performance has now been well established. More and
morc countries are now going in for 3-Phase technology for the new
locomotives being acquired by them. High horse power locomotive
built with thyristor technology are no doubt a great improvement
over the existing locomotives in use but going in for the same would
not be desirable as thyristor technology has alrcady become obsolete.
Morcover series manufacture of locomotives built with 3-Phase
technology would be only slightly more in cost when compared with
scries manufacture of high horse power locomotive built with
thyristor technology and would in fact, be cheaper on life cycle cost
basis.

The decision to import 3-Phase locomotives was taken by full
Board, including Member Traffic during the meeting held on 30th
Jan,, 87. Specifications for 3-Phase locomotives were drawn by
RDSO. Technical experts of RDSO, CLW .and Board have
scrutiniscd technical bids received against 3-Phase tender.”

31. The Committee are not convinced with the reply of the Government
that the locomotives built with 3-Phase Technology have been in service for
many years in different railway systems in Europe. The superiority of
3-Phase technology system might have been established in European
countries where track conditions and other necessary infrastructure are far
better than what exists in Indian Raillways. As stated by the Member
(Traffic), Railway Board, during evidence held on 18.9.92, taking into
account the track conditions and absence of any fencing on both sides of
tracks, attaining a speed of 160-180 kmph is not feasible. A similar
statement was also made before the Committee by GM, CLW that with the
present wagons, rails etc. optimum utilisation of even 5000 HP locomotives
(WAG) is not possible in Indian Railways. The Committee seek an
explanation from the Ministry of Railways in this regard and would like to
know as to how they can guarantee that 3-Phase technology, which is being
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imported at present, will not become obsolete by the time they start series
manufacture, say after seven or cight years.

Commitment Charges (Para 5.20)

32. Commenting on thc loss incurred by thc Railways on account of
commitment charges ctc., the Committce had, in para 5.20, stated:

“The Committce notc that as a result of dclay in placing orders for
purchasc of 3-Phasc clectric locomotives caused by protracted
tcndcrmg pfoccss the Railways have incurred a loss of $ 4.619 million
uplo Iﬁth Dcc.cmbcr 1991 gn account of commitment charges and

~ interc’st payablc to ADB. In fact, the Railways arc incurring a
liability''of" $adoo pt:r day on account of commitment charges alonc.
This has not only diminished the over all sizc of the funds available
for actual cf)ur'chusc of 3-Phasc locomotives but also acted as the
pressurc ‘point on the decision making authoritics.”

33. The Ministry of Railways, in their Action Taken Notes dated
© 24.8.93, informecd the Committee as under:—

“The Commitiment charges/interest incurrcd by the Ministry  of
Railways as mentioned in the RCC's observations was unavoidable in
view of the circumstances that led to the repeated tendering. Some
commitment charges/interest would have been leviable, cven if the
lcndcr h'nd been finalised as per ongnml schedule as payment of
certain® amoum of commitment charges is unavoidable in all loan
schemes ' since some minimum gestation period is always involved
towards cxccution of projects-and claiming disbursement. Hence the
cntire ‘commitment charges should not be looked upon as a “loss™.
Even though wc issucd an advancc acceptance letter on 18.3.92
against the 3rd round of tendering. further action in this casc was
pended in view of RCC's specific advice to pend the same till they
submit their report to the Parliament. As a matter of fact the
recommendation No. § of the report of the RCC also ecmphasisced the
point that thc importance of taking the commitment charges incurred.
After consideration of the RCC's rccommcndations, Government
have given approval for procurecment of 6000 HP AC 3-Phasc Elcctric
Locomotives in June, 1993. Detailed contracts have been awarded to
M/s. ABB, Switzerland in July, 1993 for supply of stores and transfer
of technology. The commitment charges continuc to be incurred cven
after placcment of the contracts till the utilisation of the loan
amount.”

34. The Committee note that the Railways had been incurring a liability
of $ 4000 per day on account of commitment charges alone and loss on this
sccount upto 15.12.91 amounted to $ 4.619M. The Ministry of Railways
. have further stated that “commitment charges continue to be incurred even
after placement of the contracts till the utilisation of the loan amount.” The
Comniittee would like to know the total amount of commitment charges till
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date and the amount available with the Ministry of Railways out of the ADB
loan, after payment of these commitment charges, by the time the first
consignment of 3-Phase locos would reach India. They would also like to
know the source from where the Ministry of Railways would meet the extra
foreign exchange needed to meet the obligation for payment of the
contracted amount. In this connection, the Committee have noted the
candid admission of financial Commissioner (Railway Board) that they had
no funds to accept such a huge liability of Rs. 1200 crores, including custom
duty, without raising revenues through public issue of bonds, or by raising
the railway tariff. The Committee would like to know specifically whether
such vital issues were seriously examined by the Ministry of Railways before
entering into a formal contract with M/s. ABB, Switzerland and finalising
loan from ADB. The Committee are of the considered view that had the
Ministry of Railways shown due prudence the circumstances leading to the
repeated tenders resulting in huge liability of commitment and interest
charges could have been avoided.

Evaluation of the offer of M/s. ABB, Switzerland
(Paras 5.25, 5.26 and Recommendation No. 4&35)

35. Expressing their concern over a number of issues remaining
unresolved, even months after the issuc of ‘Advance letter of Acceptance’,
the Committee had, in their Report, recommended:—

“The Committec further note that while evaluating M4. ABB as the
lowest bidder in the third round some crucial aspects relating to
transfer of tcchnology; cost of spares that will have to be imported till
the technology is fully indigenised and the additional costs arising as a
result of changes in the customs duty and attributable to delay in the
delivery of locomotives etc. have remaincd unresolved cven months
after thc issue of ‘Advance Letter of Acceptance’. Infact, thc
Committee have taken a serious note of the sharp difference of
opinion within the Railway Board itself on these issues. They also
regret to note that these issues were not fully thrashed out before
issuing the advance letter of acceptance. They are of the firm opinion
that had the Ministry of Railway persisted the foreign bidder could
have been pressurised to accept the conditions as were set in the
tender documents issued to various parties and as also insistcd upon
by the Tender Committec. In their opinion, an Advance Letter of
Acceptance which, according to Chairman, Railway Board, is nothing
but a ‘letter of intent’ would not tentamount to a contract in view of
substantive issues still remaining wide open and in absence of full and
final acceptance by onc party or the offer made by the other party.

In this context, the Committee perccive para-15 of the Advance
Letter of Acceptance, which states that “the contract stands
concluded with the issuc of this Letter of Acceptance” to be of pre-
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emptive nature. The Committee further regret the fact that, while
finalising the contract, valid and serious objections made by the
present financial Commissioner of Railways as well as two successive
Chairman of the Railway Board were over-ruled.

Notwithstanding the Advance letter of Acceptance issues to
M/s. ABB, Switzerland on 18.3.1992, which itsclf is under further
discussion the Government may give serious consideration to the
views expressed by the committee as enunciated in para 5.25 and 5.26
before taking a final decision.

The payment of commitment charges totalling to § 4 million should
not be an inhibitive factor in taking a correct decision in the matter.”

36. On the issues raised by the Committee, the Ministry of Railways
have, in their Action Taken Notes dated 24.8.93, stated as under;—

“A decision was taken o negotiate with M/s. ABB which was
considered as the lowest evaluated offer. Though some of the
deviations co:ld be resolved during the negotiations held with
M/s. ABB in November, 1991, it was decided that the issues
remaining unrcsolved could be discussed in detail with the firm
subsequently and settled before the issue of the detailed contract. On
receipt of the file from Ministry of Finance on 14.3.92 and
subsequent release of foreign exchange on 18.3.92 there was hardly
any time left as the firm’s.offer was expiring on 20th March, 1992. It
was, therefore, decided to issue an advance dcceptance letter
incorporating the deviations to be withdrawn by M/s. ABB, with the
intention of binding the firm to their quoted prices and to prevent
them from increasing the price. In addition to the deviations in their
offer vis-a-vis the tender, IR had also stipulated certain conditions for
further safeguarding IR’s financial interests. It took some time for the
firm to respond to our acceptance letter. While the firm ‘withdrew
completely or partially many of the deviations, their response in
respect of ones they did not agree were considered carefully and held
to be acceptable. However, further action after July’ 92 was pended
in view of RCC'’s advice to do so till the submission of their (RCC)
Report to the Parliament. After reccipt of the RCC's report,
conclusions in paras 5.25 & 5.26 alongwith the recommendations No.
4 of the RCC had been considered by the Government. Government
have finally given the approval to go ahead with the procurement of
6000 HP AC 3-Phase Electric locomotives from M/s. ABB,
Switzerland. Contracts for supply of stores and transfer of technology
were awarded to M/s. ABB in July, 1993.

As mentioned in reply to ealier para 5.25, the letter of acceptance
was issued on 18.3.92 since the validity of the firm’s offer was
expiring on 20th March, 1992 and 19th March, 1992 was a holiday.
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As mentioned earlier this was done so as to prevent the firm from
revising their quoted prices.

While as stated in remarks against conclusion at para 5.25, the
rccommendation No. 4 and para 5.26 were considered by the
Government, superior authority’s right to overrule the objections at
the lower level, per se, cannot be critcized sicne «this is one of the
tenets of the hierarchical decision-making, albeit sparingly used.

After considering the Committee’s report and all relevant aspects
of the casc, Government have given the approval to go ahead with
the procurement of 6000 HP AC 3-Phase Electric locomotives from
M/s. ABB, Switzerland. Contracts for 30 Nos. of 6000 HP 25 KV
AC 3-Phasc electric locomotives alongwith associated spares in the
form of three loco sets and transfer of technology have been awarded
in July, 1993 to M/s. ABB, Switzerland.”

37. The Committee take a serious view of the lackadaisical manner in
which the deal relating to purchase of 3-Phase locomotives has been dealt
with in the Ministry of Railways. They feel that the Government have failed
to resolve the vital issues before placing the order with M/s. ABB,
Switzerland. The Committee would like to know the details of the deviations
which have been agreed to by the firm, completely or partially, and also
those on which they did not agree.

As regards superjor authority’s right to overrule the obejctions at the
lower level the Committee agree that this is one of the tenets of the
hierarchical decision-making, albeit sparingly used. But there must be some
valid reasons for overruling such objections by officials, who had acquired
vast experience over the decades in running the railways and were better
equipped to make evaluations of both technological factors and financial
implicatitons. However, the Committee, in this case, find that the superior
authority had overruled in an arbitrury manner the objections raised by the
Financial Commissioner, two successive Chairman of the Railway Board,
GM, South Eastern Railway, the then GM, CLW etc., without giving any
convincing reasons. Even the valid objections raised by the Railway
Convention Committee, appointed by the Parliament, were not given due
consideration by the Government. The Committee consider this as highly
objectionable and repugnant to the tenets of Parliamentary democracy.

38. After having examined various documents and information placed
before the Committee and the evidence adduced before them, the
Committee have no hesitation in reiterating their earlier observation that
the contract entered into by the Ministry of Railways with M/s. ABB,
Switzerland for import of thirty 6000 HP 3-Phase AC Locomotive is not
only unwarranted but uneconomical too. It has relegated to the background
and ignored completely the indigenous advancements made in the loco-
technology, besides throwing Railway finances out of gear. In the
Committee’s view, the heavy cost of acquiring this state of art technology.
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especially when Railways are highly ill-equipped to absorb the same with
the present infrastructure, will have to be borne by rail users. They,
therefore, express their deep anguish over the fact that the
recommendations made by the Committee have been totally ignored by the
Government.

Implementation of Recommendations

39. The Committee would like to emphasise that greatest importance has
to be attached to the implementation of recommendations accepted by the
Government. They expect the Government to take expeditious steps in
implementing such recommendations. In cases where it is not possible to
implement the recommendations In letter and spirit for any reason, the
matter should be reported to the Committee in time with reasons for non-
implementation.



CHAPTER II

RECOMMENDATIONS AND OBSERVATIONS WHICH HAVE
BEEN ACCEPTED BY THE GOVERNMENT

Recommendations (Para 5.1)

The Indian Railways have registered impressive growth during the last
40 years. The Committee note that passenger kilometers, which in 1950-51
were 66,517 had by 1990-91 grown by a factor of 4.4 to 2,95,644. Similarly,
tonne kilometers (revenue) had grown from the level of 37,565 by a factor
of 5.2 during the same period. Notwithstanding this, growth has not kept
pace with the growing demands of the national economy. Consequently,
growth of economy has frequently been impaired by the shortage of rail
transport. The Railways have, therefore, set a target of almost doubling
their lift of passenger and freight traffic as it existed in 1985-86 by the year
2000 AD.

Reply of the Government

The Railways have by and large been achieving the volume of freight
and passenger traffic as per the targets laid-down from time to time, and
its performance has generally been keeping pace with the demands of the
National economy.

(The factor 5.2 in the third sentence should read as 6.2).
[Ministry of Railways (Railway Board) OM No. 9I/RCC/206/2
Dt. 24.8.1993]
Recommendation (Para 5.2)

The Committec, however, note that even as Sixth and Seventh Plan
documents recogniscd the importance of three thrust areas viz. track
rencwals, procurcment of rolling stock and elcctrification of Railway routes
involving inter alia rcplacement of ovcraged assets and modernisation
thercof and technological upgradation, the actual performance, particularly
during the Sixth Plan period, has becn unimpressive. In this context, the
Committce, however, also note that the electrification programme, which
upto the Sixth Five Year Plan had progressed at an uneven pace picked up
tempo thercafter. Although the clectrification programme during Eighth
Five Year Plan is still under finalisation, the Committce arc informed that
currently electrification works arc in progress on 4204 routc kilomcters.
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Reply of the Government

It is submitted that the observations made by the Committee are
factually correct.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/20672
Dt. 24.8.1993)

Recommendation (Pars 5.4)

The Railways have, however, been making endeavours to upgrade the
haulage capacity to electric locomotives. Since the Railways are committed
to phasing out steam locomotives and in view of rising costs of fossil fuels,
the Railways have been making cfforts to augment the supply and
modernise the manufacture of electric locomotives in the country. In this
context, the Railway convention Committee (1985) in their Fifth Report
had taken note of the project to upgrade existing WAG-5 electric
locomotives of 3900 HP to 5000 HP by CIW and other manufacturers of
electric locos. A parallel action had been initiated in 1983 to float tenders
to acquirc 18 prototypes of thyristor 6000 HP locomotives from
M/s. Hitachi, Japan and M/s. Asea (now ABB), Sweden. An order to this
effect was placed in 1985. These locomotives, received in 1988, have been
undergoing trial runs since then on the Waltair-Kirandul Section of the
South Eastern Railway. However, in 1987 itsclf, the Railways floated
another global tender for acquisition of SO Nos. of 3-phasc AC 6000 HP

lectric locomotives even before the 18 thyristor convertor locomotives
were received and given a fair trial. The Committee note that for this
i roject the tenders were invited in three rounds by the Railways. The third
round was concluded 'in March, 1992 and an Advance Letter of
Acceptance was issued in favour of M/s. ABB, Switzerland for procuring
30 nos. of 3-phase AC 6000 HP electric locomotives at a total cost of
Rs. 621 crores exclusive of the clement of customs duty, which at present
rate of 87% works out to Rs. 540 crores, besides this the cost of spares
and charges for transfer of technology arc also excluded from this amount.

Reply of the Government

The advance letter of acceptance was issued to M/s. ABB/Switzerland
on 18.3.92 for import of 30 Nos. of 3-phase AC 6000 HP electric
Locomotives (20 frcight and 10 passenger) alongwith 3 locomotives as
sparcs (2 freight and 1 passenger) with maintcnance spares etc. at a total
CIF rost of about Rs. 583 crores at the market exchange rate of 17.3.92.
This vxcludes Transfer of Technology and Supervision charges. The current
ratc of customs duty on import of locomotives is 84%.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/2062
Dt. 24.8.1993]
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Recommendation (Para 5.7)

While the Committee appreciated the importance of high horse power
technology for the overall economic development of the country as aiso the
health of the Railways, at the same time, they cannot but be guided by a
sturdy sense of realism which must underpin all decision of public import.
In order to take a balanced view of the matter, the Committee have
examined various issues thrown up by the decision of Railway Ministry to
purchase 3-phase AC 6000 HP locos from M/s. ABB Ltd. while doing so,
they have considered not only the views of Ministries of Railways,
Finance, Heavy Industry and Planning Commission and various individuals
associatcd therewith, but have also studied various reports, papers
correspondence and internal file notings, as furnished by the concerned
Ministries.

Reply of the Government

It is submitted that the observations made by the Committee relate to
the methodology adopted by them to arrive at observations/conclusions.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.11)

The Committee find that RDSO has essentially become an organisation
devoted to absorption of technology and not to its development. In this
context, the Committee find the statement of DG, RDSO that railways
had found it cheaper to go for imported technology, significant. In such a
situation, thc Committee cannot fully accept the statement that RDSO
plays the rolc of a brain for the Railways. They. arc also convinced that
much greater attention is rcqunred to be paid to RDSO in terms of
resources and importance to be given, if this organisation is to serve any
rcal purpose.

Reply of the Government

5.11 In order to enable RDSO tc function. as a pioneering R&D
orgarisation, and with a view to improving its efficiency and productivity,
a reviscd schemc of working has been recently introduced which gives
additional powers and further delegations to the Governing Council of
RDSO. This is expected to give furtlier fillip to research and
developmental activities in RDSO.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.12)

The Committce also wish to underline the importance of greater
coordination betwecn the efforts of RDSO and CLW. As a corollary to
this, the R&D Component of the CLW also requires to be ‘strengthened

further.



26

Reply of the Government

In the context of loco design, RDSO conceives a design, prepares key
drawings, specifications, test protocol and also undertakes development of
critical major cquipment with mdustries. CLW prepares detailed drawings
required for manufacture at their works and development of less critical
items and undertakes manufacture. RDSO carries out final evaluation by
instrumented tcsts and field trials. Not only with CLW, but with all field
units, RDSO now has more closer interaction. A Design and Development
Centre is being set up at CLW to further increase their developmental
potcntial.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.13)

In this context the committee are constrained to infer from the
statcments made during evidence that presently no integrated effort has
been undertaken by the Railways to involve Universities, Rescarch
Institutions and the Industry for a co-ordinated effort to develop a strong
R&D base in the country for manufacture of electric locomotives and
other improved type of rolling stock. This, the Committee feel, is highly
desirable in vicw of the fact that ours is one of the largest railway networks
in thec world and that thc economy of no other country depends on the
efficiency of the railways as much as ours.

Reply of the Government

RDSO has made significant contribution in development of technology
on Railways despite its limited resources. However, admittedly there is a
scope for improvement.

It is also accepted that in our country, where efficiency of the Railways
has a major role in the National cconomy, there should be greater co-
ordination bctween Railways and Universitites/Research Institutions in
order to devclop a stronger R&D base.

With this in view RDSO -was directed to adopt a mission-oricnted
approach and to sct up Technology Development Groups in association
with Universities/TITS/Research Institutions/Industry etc. These missions/
Technology Development Groups have made some innovative contribution
in the arcas of Railways operations and modernisation of rolling stock etc.
which have contributed significantly in capacity augmentation.

In order to further develop its rescarch activities a revised scheme of
working has been introduced in RDSO in which additional powers have
been dclegated to its Governing Council.

[Ministry of Railways (Railway Board) O.M. No.91/RCC062
Dt. 24.8.1993]
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Recommendation S. No. 1

1. The cxisting WAG-5 and WAP-5 locomotives bascd on SNCF
technology as upgradcd to 5000 HP mark by CLW and the locomotivcs of
similar horsc powcr bas¢d on thyristor tcchnology being developed by
BHEL may bc cxpcditiously productioniscd to mcct the short term and
medium term rcquircments of the Railways.

Reply of the Government

Efforts to upgradc thc cxisting WAG-5 and WAP-3 locomotives to 5000
HP by CLW and dcvclopment of thyristor technology arc being continued.
These upgraded locomotives are, howcever, a sub-optimal solution and not
capablc of mccting thc rcquircments of congested high density routes of
Indian Railways apart from bcing incfficicnt as comparcd to 3-phasc
locomotives which arc comparatively maintcnance free, capable of
achicving 30% savings in cncrgy consumption and ncarly unity power
factor and arc morc fricndly with track and signalling systcm.

[Ministry of Railway (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]



CHAPTER III

RECOMMENDATIONS AND OBSERVATIONS WHICH THE
COMMITTEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF
THE REPLIES RECEIVED FROM THE GOVERNMENT

Recommendation (Para 5.21)

The Committee has gonc into entirc tendering process cxtensively. They
find it disconscrting that tcnders should have been invited on three
consccutive occasions, thus postponing a dccision which could have been
takcn long time back. The Committce regret to notc that not only the
Railways have incurred a definitc and significant financial loss, even the
question of dcciding the appropriatc technology for future manufacture of
clectric locomotives has been hanging in the balance for too long thus
affccting the lift capability as well as profitability of Railways. Morcover,
this has also thc potcntial of causing embarrassment and loss of credibility
for thc country in thc cyes of multilateral financial institutions.

Reply of the Government

The bricf notc on procurcment of 6000 HP threc phase clectric
locomotives alongwith tcchnology transfer as well as the chronological
scquence of cvents about this casc arc encloscd as Anncxurcs A & B. As
brought out in this notc, the circumstances beyond the control of Ministry
of Railways led to a situation where tenders had to be invited 3 times. The
conscqucnt repercussions, including thosc obscrved by the Committec,
could not have been avoided under these circumstances. However delay in
procurement of locomotives has not been allowed to reduce the transport
capability of Indian Railways during this pecriod

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.93]
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ANNEXURE ‘A’

Brie[ Note on Procurement of 6000 Horse Power Three Phase Electric
Locomotives Alongwith Technology Transfer

A loan of 190 m US § was ncgotiatcd with ADB in December, 1987 for
financing Railways Project, which included procurcment of 30 freight
locos. EXIM Bank Japan agrced to co-finance 10 passcnger locos and a
loan of 110 m US § with 42.5 US $ in forcign cxchange for locos was
concluded with them also.

2. Global tenders were floated in October, 1987 after getting clearance
from ADB as well as other Ministrics/Dcpartments involved (DGTD,
DOE). Tcchnical offers for 40 locos (30 frcight and 10 passcngers), with
technology transfer were opened on 29th Feb. 1988 4 bidders viz. ABB,
Switzerland, GEC-Alsthom, France, Sumitomo Corporation, Japan (for
Hitachi locos) & BHEL, New Delhi (for Hitachi Locos) participated in the
tender.  After  technical cvaluation of these offers (Feb. 89),
rccommcndations of thc Tender Committee on technical offers (March,
1989), approval of ADB (August, 89-sevcral back refercnces were
reccived, bascd on report of consultants appointcd by ADB), the
Commercial offcrs of these bidders (cxcepting that of GEC-Alsthom whose
technical offcr was considered unresponsive) were opened on 28th August,
1989.

3. The Tender Committee after considering the commercial offers in
October, 1989 rccommended acceptance of the lowest evaluated offer
alongwith simultancous tcchnology transfer, subject to certain technical
and commercial aspects being ticd up before placement of the contract.
These recommendations were thereafter cxamined by the Board Members
concerned who, while agrecing with tcnder Committce recommendations
for acccptance of the lowest cvaluated offer of M/s ABB, made some
further obscrvations regarding some commercial aspects, TOT etc. (Nov.

Dcc. 1989).

4. In the mcantimc, arising out of discussions on the draft ‘8th Plan’
documents, Planning Commission desired to have some clarifications
regarding the proposcd acquisition of high horse power clectric & diescl
locomotives during the 8th Plan. These were furnished by this Ministry in
November, 1989. Thereafter, an advice was rceccived by CRB from the
Principal Adviscr, Planning Commission that the final dccision on ordering
of high HP locos, both diescl and clectric, should pend till the matter has
been discusscd with Planning Commission on 24.11.1989 and jt was
mcntioned by Mcmber Planning Commission that in view of hcavy outlay
and forcign cxchange involved it was nccessary to have a second look and
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a sccond opinion beforc agrecing to the procurcment of these locomotives
during 8th Plan. The Planning Commission constitutcd an Expcrt Group
on 9.1.1990 to go into the nced for high horsc power clectric locomotives
with 3-phasc drivc in thc context of IR's total rcquircment of additional
locomotives during the next 10 ycars. The Group submitted its report on
14.3.1990, whercin the Expert Group, inter alia, concluded that “thc nced
for induction of high horsc power clcctric locomotives with thrce phasc
technology is cstablishcd beyond doubt on technological, opcrational and
cconomic considcrations”, but suggestcd a rcduction in thc scopc.
Howevcr, before the recommendations could be considercd by MR and
processcd for clcarance of ADB, the validity of commecrcial offers cxpired
by the cnd of March, 1990 and biddcrs did not cxtend the validity of their
offers further.

5. After prolonged discussions with ADB rcgarding rcducing the
quantity to 30 (20 frcight and 10 passcnger) on the lines, recommended by
thc Expert Group of thc Planning Commission tcchnical rcbids were
invitcd on 28.8.1990, duc for opcning on 1.10.1990. In the two part tender
systcm, thc tcchnical bids were finalised in consultation with ADB on
8.11.1990 and thec commcrcial bids werc opened on 11.12.1990. It was scen
that thcrc was considcrable price incrcasc as compared to the carlicr bids
which lapsed in March, 1990. In vicw of thc price hike, approval was
obtaincd from ADB for ncgotiations with thc lowest cvaluated tenderer
M/s BHEL (Sumitomo/Hitachi) to cxaminc the fcasibility of rcduction in
the pricc. BHEL howcver, regretted and cxpressed their inability to reducc
the price. Besides BHEL did not furnish data to substantiate their claim of
20% indigenous valuc addition.

6. Factors likc unccrtaintics arising out of Gulf crisis, large-scalc design
cfforts involved in making a fcw of thesc locos adaptable for use in DC
arcas of Bombay systcm, ctc. were apprchended to have contributed to the
unusually high prices quoted and hence a review was madc in consultation
with ADB to rcducc the numbcr of dcsigns i.c. delction of AC/DC freight
and passcnger locos as well as reduce the import of fully assembled locos
(from 10 to 6 and corresponding incrcasc of CKD/SKD locos from § to 7
cach), with a vicw to bring down thc costs. ADB convcyed their approval
on 3.5.1991-to invitc fresh commecrcial bids from all the four tenderers as
per the revised scope. Accordingly, third round of commercial bids were
called for opcning on 24th Junc, 1991. Tender Committee submitted their
rccommendations in August, 1991 and rccommended that the tender be
discharged in vicw of thc very high rates reccived in the tender.

7. Howcver, after considering all aspects of the casc a dccision was
takcn by Board, with thc approval of MR, that it was very nccessary to
bring this latcst “Statc of Art” tcchnology to India to get thc maximum
bencfits at the carlicst and if thc same was donc later, the costs may also
go up further. It was also dccided to hold ncgotiations with M/s ABB,
whosc offcr was considered as the lowcest cvaluated, so as to explore the
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possibilitics of getting reduction in prices, speedier indigenisation and to
get their acceptance of tcrms and conditions as per the bid documcnts.

8. On rcccipt of the approval from ADB, ncgotiations were held with
M/s ABB from 14th to 16th Novcmber, 1991. After the ncgotiations,
Tender Committce rccommendations were submitted to the Board on
26.11.1991, wherecin the Tender Committec mentioned that they werc
unablc to rccommcend acceptance of the negotiated offer basically owing to
high pricc. Ministry of Railways, howcver, weighing the ovcrall
implications took a dccision to go ahcad with this procurement involving
tcchnology transfcr and also took a vicw that the deviations be accepted as
thcre appcarcd to be no option, but with a proviso that deviations will
have to be pursucd with the firm before placcment of the contract. The
rccommcndations of thc board werc approved by MR on 2.12.1991 and a
mcmorandum accordingly scnt to ADB for obtaining thcir approval for
awarding thc contract to M/s ABB. The approval of the ADB- was
reccived on 12.12.1991.

9. In thc mcantime, as desircd by the Ministry of Finance, the file was
scnt to them (MOF). On reccipt of certain querrics from the Ministry of
Financc on 24.12.1991, the Tender Committec was asked to cxamine the
issucs raiscd. Tender Committec submittcd their rccommendations on
thosc issucs on 31.12.1991 and aftcr obtaining thc approval of MR the casc
was again sent to Ministry of Finance on 1.1.1992. The final clearance
from Ministry of Financc was rcceived by Ministry of Railways on
14.3.1992. Aftcr obtaining forcign cxchange rclease, the letter of
acccptance was issucd on 18.3.1992. In this letter, the firm was asked to
acccpt/withdraw certain conditions as per Board’s carlier decision to
persuc the deviations with the firm. ABB's final responsc has been
rcceived on 16.7.1992 which was acccpted by Ministry of Railways.
However, before the detailed contracts could be finalised, an advice was
reccived from the Railway Convention Committce (RCC) that the Ministry
of Railways should kcep in abeyance all further actions in relation to this
purchasc till the Committee gives its considercd opinion. The rcport from
Railway Convention Committce was reccived in November, 1992. After
receipt of the RCC's report, the same was considered and the Government
have given the approval to go ahcad with the proposal for procurement of
6000 HP 3-Phasc locomotives from M/s ABB, Switzcrland in June, 1993.
Detailed contracts for supply of storcs and transfer of technology have
bcen awarded in July, 1993.

10. Anncxurc ‘B’ indicating chronological scquence of cvents is
cncloscd. ’
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ANNEXURE ‘B’

Sus: Acquisition of 30 Nos. of 6000 HP 3-phase drive Electric Locomotives
with Technology transfer—Chronological—order of events

1.

10.

11.

Prcliminary discussions on shortage of
Elcctric Locomotives and on bencfits and
potentials  of  3-phasc  drive traction
system—State of Art Tcchnology.

Decision by Board (Ministry of Railways) to
go in for 6000 h.p. 3-phasc drive Elcctric
Locomotives with option for Tecchnology
Transfer. (20 Nos. freight consisting of 6
complcte, 7 SKD & 7 CKD Locomotives and
10 Nos. Passcnger Locomotivces)
Discussions with Ministry of Finance for
forcign cxchange requircments.

Provision in Rolling Stock Programme 1987-
88 for approval by Parliamcnt
Recommendations regarding procurcment of
6000 h.p. 3-phasc drive Elcctric Locos with
Technology transfer by Planning Group on
Technology Progression on Railways (PGTR)
appointcd by Planning Commission.
Appraisal by Asian Dcvclopment Bank for
grant of loan for upgradation of Gaya-
Ghaziabad routc with 30 Nos. frcight
locomotives of 6000 h.p. with 3-phasc drive
and other items.

Clearancc of proposal of procurcmcnt of 40
Nos. 6000 h.p. Electric Locomotives by
DGTD, Ministry of Heavy Industry.
Clcarance of above proposal by Dcptt. of
Elcctronics.

Issuc of Tenders for 6000 h.p. 3-phasc drive
locomotives.

Finalisation of Loan with Asian Dcvclopment
Bank for 30 Frcight locomotives and with
Exim Bank for 10 passcnger locomotives by
Ministry of Finance and Ministry of
Railways.

Opcning of Technical Offers

32

May-October, '86

30.1.1987

February, 1987
Fcbruary, 1987

Junc, 1987

May-Scpt., ‘87

July, 1987

Scptember, ‘87
Septcmber, ‘87

August-October,
1987

—29.2.1983



11A.

11B.

12.
13.

14.

15.
16.
17A.

17B.
18.

19.
20.
21

22.
23.
24.

25.
26.

27.

28.
29.
30.
31
32.
33.
34.

3s.
36.
37.

Prcliminary rccommendations by RDSO

Considcration of the rcport by Tender
Committcc & reference to RDSO for final
rccommendations

Finalisation of rccommcndations by RDSO
Finalisation = of rccommcndations  on
Technical offcrs by Ministry of Railways
Approval of rccommendations by ADB after
back rcferences and replics thereto
Opcning of commercial offers

Finalisation of rccommecndations by TC
Discussions on 7th Plan Documcnts by
Stecring Committee of Planning Commission
on cfficicncy of 6000 hp 3-phasc drive
Electric Locomotives & 4000 hp dicsel locos
Reply by Ministry of Railways

Planning Commission notification to set up
cxpert group to review Indian Railway’s total
power requirements and the nced for import
of clectric/dicscl locomotives

Submission of Expcrt Group Rcport
Expiry of validity period of commercial offers
Reference to Asian Devclopment Bank for
Rcbid

Reviscd bids were called for on

Opcning of Technical Bids

Submission of rccommcndations (tcchnical
offcrs) to ADB by Ministry of Railways
Opcning of Commercial Bids

Submission of Rccommecndations Rebid-I
(Commercial Offers) to ADB by Ministry of
Railways

ADB’s clcarancc to hold ncgotiations with
BHEL

Negotiations held with BHEL

Reference to ADB for Rebids 11
Clcarancc by ADB for Rebid II

Invitation to Rebid I

Opcning of Technical Bids

Opcning of Commercial Bids

Submission of rccommendations to ADB by
Ministry of Railways

ADB's clcarance for ncgotiations
Ncgotiations hcld with ABB

Submission of ncgotiated offers

33

—Scptember,
1988

—December,
1988

—Fcbruary, 1989

—March, 1989
—August, 1989

—28.8.1989

—28.10.1989

—Scptcmber,
1989

—7.11.1989
—9.1.1990

—14.3.1990
—31.3.1990
—13.8.1990

—28.8.1990
—1.10.1990
—23.10.1990

—11.12.1990
—8.1.1991

—4.2.1991

—20.2.191
—15.4.1991
—3.5.1991
—9.5.1991
—24.5.1991
—24.6.1991
—30.10.1991

—7.11.1991

—14 to 16.11.1991

—22.11.1991
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37A. Recommendations of TC —26.11.1991

37B. Orders of thc competent authority —2.12.1991

37C. Reference to ADB —2.12.1991

37D. ADB’s approval to Ministry of Railway's —12.12.1991
decision

38. Submission of rccommcndations to Ministry —5.12.1991
of Finance

39. Recply by Ministry of Finance to rcview —24.12.1991

40. Recfcrence to Ministry of Finance after 1.1.1992
reviewing

41. Approval from Ministry of Financc —14.3.1992

42. Rcquest to Ministry of Financc for relcase of —16.3.1992
forcign cxchange.

43. Issuc of Advance Acccptance letter to ABB  —18.3.1992

44. Final rcsponsc from ABB rcgarding —16.7.1992
deviations reccived on

45. Dccision to accept responsc of ABB by —5.8.1992
Ministry of Railways

46. Advicc rcccived from RCC to kcep in  —27.8.1992
abcyancc all further actions till the
Committce gives its considercd opinion

47. RCC's Rcport presented in Parliament on —24.11.1992

48. Rcference to the Cabinct —April & May, 1993

49. Govcrnment approval received in —June, 1993

50. Supply & Transfcr to Tcchnology—Contracts —23.7.1993

signed on
Recommendation (Para 5.22)

In this context, the Committcc notc that thc Planning Commission
intcrvencd in thc matter just before the first bid was to be finalised.
However, since the Planning Commission ultimatcly ncither differed with
its carlicr asscssment nor went spccifically into the question of identifying
as to which of the technologics under considcration was appropriatc, the
Committcc find that this last minutc intcrvention was unnccessary and
devoid of any rationale. Morcover, unlike the carlier Expert Group
constitutcd in 1985-86 for thc purpose, thc Expert Group appointcd this
time was constituted cntircly by former and scrving Railwaymen. Since the
Planning Commission did not associatc any of its own cxpcrts or cxperts
drawn from other rclevant disciplines, in the opinion of thc Committec,
the views of the latest Expert Group had little additional valuc in dcciding
the specific matter under considcration of the Railways. Had the Railways
gone ahcad with the finalisation of the bid, thc contract would have been
awarded at a timc when financial viability of the ncw typc of locomotives
was not bcing scriously doubtcd.
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Reply of the Government

Planning Commission had appointcd two Committces onc in, 1986 and
other in 1990. Earlicr onc had wider terms of rcference relating to
technology in all arcas of Railways’ functioning; thc later onc related
cxclusively to locomotivces.

The Railways could not go ahcad with the finalisation of the bid as they
were restrained from doing so by the Planning Commission.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2 Dt.
24.8.1993]

Recommendation (Para 5.23)

Similarly, tenders, considered during the sccond bid, were discharged
with the implicd assumption that in a subscquent bid the pricc that might
bc quoted would be lower than this. The Committcec however note that
actually thc prices quoted in the third bid by different partics arc
marginally highcr. This obviously puts a question mark against thc wisdom
of discharging tendcers in the sccond bid when the BHEL had been more
or less accepted as the lowest bidder and could have bagged the contract.

Reply of the Government

Though during thc sccond bidding Tender Committee had considercd
BHEL as thc lowcst cvaluated bidder on the basis of price preference (up
to maximum 15%) applicablc to catcgory—I bidder, it was notcd that
BHEL had incrcased their pricc for freight and passcnger locomotives by
146% and 163% rcspectively vis-a-vis their prices during the first round of
bidding. Indian Railways had asked for approval of ADB to hold
ncgotiations with the lowest cvaluated bidder, i.e., M/s BHEL with a view
to

(i) strive for reduced cost with the scope of supply as per the tender.
(ii) to considcr obtaining rcduction in pricc by

(a) déleting the requirement of onc AC/DC locomotive both for
passcnger and freight along with their associated sparcs, tools &
fixturcs and Transfcr of Technology clause.

(b) by rcducing the fully asscmbled locos from 10 to 6 and
incrcasing SKD/CKD locos from S to 7 as the pricc of SKD/
CKD locos was lower than fully assembled locos.

(c) to cxplorc the possibility of getting reduced rates by reducing
thc number of passcnger locomotives from 10 to 5 (2 fully
asscmblcd and 3 SKD locomotives).

(d) by reducing the training provision by 50%

ADB, however, whilc agrccing with Indian Railway’s proposal of
holding ncgotiations with thc lowcst cvaluated bidder, M/s BHEL, madc

the following obscrvations:
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(i) Ncgotiations should be only on the basis of scopc of procurecment
as tendered without any change.

(ii) Sincc BHEL had been determined to be the lowest cvaluated bidder
on the basis of price preference in terms of the bid documents,
Ministry of Railways must satisfy thcmselves that information
provided by BHEL dcmonstrates that 20% valuc addition takes
placc domestically as rcquircd in thc bid documents. The result of
the Indian Railway’s scrutiny in this rcgard was required to be
advised to the Asian Dcvclopment Bank in the cvaluation report to
be submitted to the Bank after thc ncgotiations.

In fact Asian Dcvclopment Bank very clearly stated in their repay that
IR’s proposal to hold ncgotiations for rcvised scope of supply was not
acccptable since the samc was not in accordance with the Bank’s guidclincs
for procurcment. ADB mentioned that in casc any satisfactory contract can
not be concluded after ncgotiations, modifications of scopc of procurecment
my bc considered before call of re-bidding to all the 4 origional bidders.

A copy of thc IR's letter No. 87/F(FEX)/115/1/ADB dated 8.1.91 to
ADB and the telex reply dated 4.2.91 are enclosed as Anncxures A & B.

Sincc BHEL, during the ncgotiations, ncither reduced the rates nor gave
the desired information to cnablc IR to substantiatc their claim for 20%
indigecnous valuc addition so as to qualify as catcgory-I bidder for claiming
15% pricc-preference, action to modify the scope of procurcment and a
call for rcbidding to all the 4 original bidders as suggested by the ADB had
to follow as a matter of coursc.

[Ministry of Railways (Railways Board) O.M. No. 91/RCC/2062
Dt. 24.8.1993]



ANNEXURE-A

GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS
(RAILWAY BOARD)

Aarti Khosla
Excc. Dircctor, Finance(LF)

DO No. 87/F(FEX)/115/1ADB
New Declhi, Dt. 8.1.91

Dcar Shri Gancsan,

Kindly rcfer to your telex dt. 8.11.90 in reply to our letter of cven
number dt. 23.10.90, communicating approval of ADB to calling of
commercial bids for technically responsive locomotives from the four
bidders through rebidding under ADB Loan 857-IND.

2. Commecrcial bids were called from all the four bidders and opened on
11.12.90 giving a timc pcriod of clcar 30 days. The obscrvations of ADB
that cxchange rates to be used for cvaluation and amendments to the bid
documents should also be adviscd to the bidders, were incorporated in the
letter of 9.11.90 (scnt scparatcly to ADB).

2.1 All the four bidders have quoted prices for all the combinations/type
of frcight and passcnger locomotives which had been advised to them as
technically responsive. There werc 11 combinations of freight and
passenger locos for which bids were called and have also bcen submitted
by thc bidders as given below:—

Firm Numbecr of combinations of frcight &
passcnger locos.

GEC-Als thom-Sicmens/France 1
ABB/Switzerland 2
Sumitomo Corporation/Japan 4
BHEL 4

Total 11

2.2 Of the four bidders, GEC-Alsthom-Sicmens, ABB and Sumitomo
Corporation fall under Catcgory III in tcrms of clausc 9 of Scction I Bid

Ky}
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Documents Pt. 1. The fourth bidder BHEL, Ncw Declhi, comes under
Catcgory I. BHEL has maintaincd that they will cnsure indigenous valuc
addition of not less that 20% of thc total contract pricc of the
cquipment. Howcver, there arc a few points which need to be clarificd/
confirmed by BHEL for compliance of conditions laid down for
Catcgory I as brought out in paras 8 & 9 of Tender Committee
rccommendations. The lowest cvaluated bids from Catcgory I technically
acccptable bidder viz. BHEL/NDLS corresponding to threc of the four
technically acceptable - combinations offcred by thecm works out to Rs.
456.98 crorcs. The lowest cvaluated bidder under category III is from
Sumitomo for onc of thc four combinations of frcight/passcnger
locomotivcs and works out to Rs. 439.7 crorcs. If an amount cqual to
15% of thc CIF prices (viz. Rs. 413.99 crores) quoted by Sumitomo
Corporation corrcsponding to thc lowest cvaluated bid is added to their
cvaluated bid pricc for the purposc of comparison of BHEL'’s cvaluated
pricc of Rs. 456-98 crorcs, BHEL's (offcr would work out to be the
most advantagcous onc as per the ADB guidclincs.

2.3 However, prices of lowest cvaluated bid arc cxtremcly high as
comparcd to thc lowest unit prices of frcight and passcnger locomotives
quoted in their corresponding original bids 15 months ago. The prices as
quotcd by Sumitomo/Japan arc higher by 107/115% for freight and
passenger locomotives respectively than the original bid price and the
corresponding price incrcases reflected in BHEL's bid arc 146% and
163% respectively. This also substantially cxcceds componcents of loans
available under Asian Dcvclopment Bank & EXIM Bank of Japan.
There is very high cscalation in the cost. Though the firms have
advanccd various rcasons, e.g. additional dcsign work involved for dual
voltage AC/DC frcight and passcnger locomotives, rcduction in the
quantum of order to 30 from 40, .inflationary factors, Gulf crisis ctc.,
the rcasons given by firms cannot fully justify thc phcnomcnal incrcase
in priccs and it would appcar that therc is a significant scopc for
rcduction in priccs.

3. IR have rcviewed the issuc. Notwithstanding thc nced for
modcrnisation and induction of HHP locos, IR have to cxaminc
diffcrent options in thc facc of resource constraints. IR consider that
ncgotiations should bc hcld with the lowest cvaluated bidder i.e., BHEL
to strive for ‘much reduced cost for the cxisting package as also for the
following options:—

(i) With rcgard to 20 frcight locomotives, rcquircment of one AC/DC
locomotive alongwith associatcd unit cxchange sparcs, tools, jigs
and fixturcs bc dispcnsed with and procurcment be for all the
20 locomotives as AC locos as our main thrust is on 25 KV AC
system. In order to obtain favourablc price, it is proposcd to
ncgotiatc for altcrnative package by rcducing fully asscmbled locos
from 10 to 6 incrcasing SKD/CKD locos from S to 7 cach
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rctaining the total number as 20. The prices of CKD/SKD locos arc
lower than fully assembled locos.

(ii) Regarding passcnger locomotives, reduction in prices for 10 AC
locos is proposcd to be pursucd and AC/DC version of onc loco is
proposcd to be dispenscd with. Further. considering the gaps in
forcign cxchange in EXIM Bank Loan and rupce finance, an
alternative offer is proposed to be cxplored by reducing the number
of passenger locos from 10 to 5. Its composition is proposed to be
changed to 2 fully asscmbled and 3 SKD locomotives. Even the
rcduccd number of S locos will cnable superior technology
absorption for passcnger locos and their scrics manufacturc.

(iit) The training provision is proposed to be reduced by 50% as part of
the tcchnology absorption will be taking place in an Indian Unit.

4. ADB’s clcarance for ncgotiations with the lowest cvaluated bidder
M/s BHEL for the cxisting package as also for the altcrnatives mentioned
above is solicited. Unlcss satisfactory response and substantial reduction is
received from the lowest bidder, IR may find it difficult to progress the
procurcment. Depending upon the final outcome of the negotiations, IR
can decide whether to progress the case or attempt alternative approaches
to mect IR's long term nceds. I would also suggest if ADB have further
obscrvations, we may be informed on phonc with a view to scttic them by
personal discussions. This is being suggested in view of Government of
India’s desire for expeditious finalisation of the tender which has alrcady
been considerably delayed duc to onc factor or the other.

5. Onc sct of the original commercial bids from the four bidders, copics
of Tender Commiittee recommendations arc being sent alongwith this letter
for ADB’s consideration.

6. A copy of this letter along with a copy of recommendations will be
scnt through Shri R.S. Soin who happens to be in India and is cxpected to
visit us on 9.1.91.
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with rcgards and wishing you a very happy New Yecar.

Your's sincerely,

Sd./-
(Aarti Khosla)

DA: (1) Original bids.
(2) Two copics of TC proccedings.

Shri Mahcsh Gancsan

Manager

Transport & Communications Division(West)
Asian Dcvclopment Bank

2330 Roxas Boulcvard

Manila

Philippincs.




ANNEXURE-B

ZCZC ATx2487 MAN 8711

QU NK TLX

MN LHQAD IFD

HKTLX 0813172203 3172203 IRFC IN

P/EVA-195 S.GOYAL, MANAGING DIRECTOR IRFC,
NEW DELHI

4 FEB 91 DUE TO COMMUNICATION PROBLEM WOULD
APPRECIATE FOLLOWING MESSAGE BE
DELIVERED TO:

AARTI KHOSLA, EXECUTIVE DIRECTOR (LNO.F), RAILWAY
BOARD, NEW DELHI, INDIA

RE: LOAN B857-IND: RAILWAY PROJECT—PROCUREMENT OF
LOCOMOTIVES (AA) (1) THANKS YOUR LETTER DATED 8 JAN.
91 AND FOLLOW UP TLX OF 24 JAN. 91. BANK
HAS NO OBJECTION TO YOUR HOLDING
NEGOTIATIONS WITH THE LOWEST
EVALUATED BIDDER M/S BHEL ‘FOR A
REDUCTION OF THE BID PRICE ON THE BASIS
OF SCOPE OF PROCUREMENT AS TENDERED
IN THE REBIDDING, WITHOUT ANY CHANGE.
SINCE BHEL HAS BEEN DETERMINED TO BE
THE LOWEST EVALUATED BIDDER ON THE
BASIS OF PRICE PREFERENCE IN TERMS OF
THE BID DOCUMENTS, MOR MUST SATISFY
THEMSELVES THAT INFORMATION PROVIDED
BY BHEL DEMONSTRATES THAT 20 PER CENT
VALUE ADDED TAKES PLACE DOMESTICALLY
AS REQUIRED IN THE BID DOCUMENTS. THE
RESULT OF YOUR SCRUTINY IN THIS REGARD
MAY BE ADVISED IN THE EVALUATION
REPORT TO BE SUBMITTED TO THE BANK
AFTER THE NEGOTIATIONS.

(2) AS A CONDITION OF ENTERING INTO
NEGOTIATIONS MOR WOULD REQUIRED BHEL
TO AGREE TO:

(I) WITHDRAW THE ASSUMPTION MADE IN BHEL'S BID AS
TO THE CONTINUED EXEMPTION FROM PAYMENT OF
CUSTOM DUTIES ON IMPORTED COMPONENTS? AND

41
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(I) TO AGREE THAT THEIR BID PRICE IS NOT SUBJECT
TO VARIATION FOR EXCHANGE RATE MOVEMENTS
AND STATUTORY VARIATIONS.

(BB) MOR’'S PROPOSAL TO ALSO HOLD NEGOTIATIONS
WITH THE LOWEST EVALUATED BIDDER BHEL ON
THE BASIS OF OPTIONS DETAILED IN PARA 3 OF
YOUR LETTER QUOTED ABOVE IS NOT ACCEPTABLE
SINCE IT IS NOT IN ACCORDANCE WITH THE BANK'S
GUIDELINES FOR PROCUREMENT. IN CASE NO
SATISFACTORY CONTRACT CAN BE CONCLUDED AT
NEGOTIATIONS. MODIFICATIONS OF THE SCOPE OF
PROCUREMENT MAY BE CONSIDERED BEFORE CALL
OF REBIDDING OPEN TO ALL THE FOUR ORIGINAL
BIDDERS.

(CC) WE REQUEST THAT YOUR EVALUATION REPORT
AND RECOMMENDATIONS MAY BE SENT TO US
EARLY AFTER THE NEGOTIATIONS.

REGARDS

GANESAN/ ASIAN BANK

PLEASE REPLY TO 63587 ADB PN 40571 ADB PM 23103
ADB PH=02040857

3172203 IRFC IN

04/FEB /91 14:21:19

Recommendation (Para 5.27)

BHEL. after having come closc to winning the contract in the sccond
bid, finally lost it in the third round. The Committce find that
throughout the process of cvaluating different tenders in all the three
rounds of bidding, thc only issuc which has gonc against BHEL is the
varacity of their claim of being able to achicve 20 per cent domestic
valuc addition on thc basis of which thcy could qualify for 15% price
preference and win the contract. On perusal of the reports of the
Tender Evaluation Committees and other rclated papers, the Committec
find that the Railways have consistently doubted this claim of BHEL.
The Railways have, in their submissions beforc the Committee,
cxpresscd helplessness keeping in vicw of the conditions incorporated by
Asian Decvelopment Bank (ADB) in the loan agrcement which obliged
the Railways to fully convince themsclves about the genuincness of
BHEL's claim of achicving 20% domcstic valuc addition. Howcever, the
Committee find that ADB had, for all practical purposcs, placed the
cntirc onus in this regard on thc Indian Railways. On their part, ADB
have. in the matter, fully relicd upon the opinion of the Indian
Railways. Onc of the specific issucs, which became a point of dcadlock
between the Railways and the BHEL, was the former's insistence that
the prices quoted in the tender documents should: disclose the brcak-up
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4into the labour costs etc. so that thc actual level of domestic value
addition could be verified.

The Committee also note that during the third round the Tender
Committec of the Railways itsclf, having been convinced about the
genuineness of BHEL’s claim of 20% domestic value addition, had
rccommended  treatment of BHEL offer as category-I.  This
recommendation was ovcrruled by the Railway Board. It is, however,
pertinent to note here that negotiations betwecen BHEL and the Railways
during the second bid had essentially broke down due to the reluctance of
BHEL to give break-up of their costs as per ADB stipulation and as per
the conditions of tender document. During the third bid also BHEL lost
the contract on the same issuc. Further efforts to reconcile this knotty
issuc to. the intcr-ministerial level also resulted in a dead-lock. The
Committce fecl that in this entire exercise BHEL also have not acquitted
themscelves well. It would seen that they were prepared to risk the contract
rather than share information which Railways were procedurally entitled to
receive. In fact the indifference of BHEL in this entire process baffles the
Comnmittce.

Reply of the Government

Asian Development Bank while agreeing with thc Indian Railways’
proposal of holding negotiations with the lowest cvaluated bidder M/s
BHEL during the sccond bidding made the following obscrvation:

Since BHEL had been determinced to be the lowest evaluated bidder
on the basis of pricc preference in terms of the bid documents,
Ministry of Railways must satisfy themselves that information
provided by BHEL demonstrates that 20% value addition takes place
domestically as required in the bid documents.

The result of the IR’s scrutiny in this regard was required to be
advised to the Asian Development Bank in the evaluation report to
be submitted to the Bank after the negotiations.

BHEL, during the negotiations, did not furnish the desired information
to enable IR to substantiate their claim for 20% indigenous value addition
s0 as to qualify for 15% price preference. Even during the 3rd bid, they
failed to furnish the details of 20% value addition. BHEL took the plea for
non-furnishing of price break-up of indigcnous valuc addition that sharing
of detailcd price break up of items/componcnts before technology
transfer means sharing of commercial data of their collaborators/ BHE'L
with their competitors. Photostate copy of the comments of BHEL i this
regard is enclosed. The stand taken by BHEL for not furnishing the price
break up of 20% value addition to qualify them as catcgory-I bidd.cr and
claim 15% price preference was not acccptable as thcy were rcqu.lred to
furnish the data in terms of the Bid Documents and also as required by
Asian Devclopment Bank, the agency financing the purchasc of thesc

locomotives. Board) O.M. N 91/RCC20672
Ministry of Railways (Railway Boar M. No.
[Ministry ys (Railway Dt. 24.8.1993]
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Comments furnished by BHEL /Ministry of Industry (Deptt. of Heavy
Industry) in respect of Para §.27

Sus: IRB tender no. GP-140/R for the procurement of 3-Phase
locomotives alongwith technology transfer.

1. Value addition for the purpose of classification of offers had been
defined in Clause No. 9.1 of the Railway’s bid document as:—

“Tenderers of goods manufactured in India shall establish in their
offers to the satisfaction of the Purchaser and ADB, that
manufacturing cost of such goods includes a domestic value added in
India, equal to atleast twenty percent (20%) of the ex-factory tender
pricc of such goods and such offers shall be classified as Category-I
offers.”

Further the tender was to be decided as one total package as per
Appendix I of Railway's letter No. 89/RSF/P-459/1
(GP-140/R) dated 28.8.90.

2. Accordingly total price and total CIF content had been ciearly
indicated in the required Format by BHEL in their offer/s. It
cstablished the requisitc indigenous value addition as was required
for cvaluation purposecs as stipulated above. In support of such value
addition, a physical list of material contribution to be made
indigenously had also been furnished alongwith offer which clearly
justified the value addition. With this BHEL had fully complied with
the tender requirements of level of indigenisation and became
cligible for classifying the bid as category I.

3. However Railways secms to be taking the view that BHEL has not
furnished further break up prices against indigenously manufactured
items/cquipments and thercfore conclude that BHEL has not
complicd the tender requirements. Before arriving at such conclusion,
it is nccessary to analyse the issue involved. The total tender package
comprised of 20 Nos. freight locomotives, 10 Nos. passenger
locomotives, sparcs, services, special tools & technology transfer etc.
The tender required manufacture of these locomotives under the
technology transfer. Accordingly BHEL proposed in their offer
progressive indigenisation of these-locomotives ensuring requircd total
valuc addition mentioned in the bid document. As per this it is to be
noted that the initial locos would have the lower indigenous content
and the last loco the highest indigenous content.

As already mentioned earlier, full list of items/equipment
indigenously proposed to be manufacturcd for thesc thirty locos is
alrcady furnished to substantiate the valuc addition. In order to give
brcak up of prices against each of these items precisely, it would be
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necessary to have total documentation, process technology and
investment details. At the tendering stage and before technology
transfer, these details are obtained from collaborators as average near
approximate values.

Thcrcforc. BHEL had furnished physical items to be manufactured
indigenously against all the thirty locos and their average value which
entirely meets the spirit of the tender requirements.

4. Various ICB tenders were quoted in the past based on similar lines at
the tender stage against which contracts were awarded to BHEL e.g.
the Farakka Super Thermal Power Project of NTPC and Indian
Railways’ Chittaranjan Locomotive Works Contract No. CRJ/ME/
727 /Part II1 for traction motors (copy enclosed).

Railways did not ask for such a data in any of the three rounds of
bidding and at no time it was mentioned that this type of data was a
mandatory requirement. In fact, BHEL's Dec.’ 1990 bid was accepted
and BHEL was called for negotiations. As such Railways insistence
on the break up in terms of stores, labour, over-heads & others etc.
appcars to be an after thought. Sharing of detailed price break up of
items / equipments beforc technology transfer means sharing of
commercial data of collaborators/ BHEL with their competitors even
though these details would be very approximate and have no
significance for tender evaluation.

5. Here it is relcvant to mention para 3.3 of the ‘Handbook on problems
in ADB financed procurcments’:

QUOTE

The Exccuting Agency can and indced should ask-a bidder for
clarification of his bid if thcre is any doubt about the intent of the
bidder. Modifications of the substance of a bid by a bidder are,
however, not pcrmissible. Any change in price, delivery terms,
conditions of contract or changes in specifications proposed by the
bidder in his bid is considered a substantivc modification.

UNQUOTE

Furnishing or otherwisc of this break-up information by BHEL in any
way does not change the price or dclivery terms or spccification etc.
and BHEL could have bcen given an opportunity to cxplain its stand
before BHEL is denied such a major Contract.

Recommendation (Para 5.28)

Under the present conditions, the Ministry of Railways cnjoy.a cgrtain
degree of autonomy in sanctioning projects, subject to their incl.usnon in the
Railway Plan and the Railway Budget. From the notes submittcd by .thc
Railways to the Committce the correspondence relating to the project
between Ministry of Finance and the Railways, as also from the newspaper
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reports, the Committec had gained an impression that the project, as also
the issuc of Advance Letter of Acceptance in favour of ABB, Switzerland
had been clearcd by the Ministry of Finance. During evidence, however, it
bccame cvident that the expression ‘clearance’ had becn misconstrued. The
Secrotary, Economic Affairs, stoutly disclaimed any responsibility for
techno-economic as well as financial viability of the project. In fact, in his
evidencc beforc the Committee he almost laboured on the point that the
matter was referred to the Ministry of Finance for resolving a limited issue
viz. whether or not Railways in classifying BHEL'’s offer as category-I bid,
had actcd within the guidelines issued by the ADB. He also admitted the
Ministry of Finance were not competent to judge the viability of the
Railways’ project of the present kind and that if such a responsibility were
to bc cast upon that Ministry, it will approach the matter in a different
manner. The Committee also note that, notwithstanding, the limited role
of Finance Ministry inregard to Railway projects, that Ministry in the
mceting convened by the Secretary, Economic Affairs himself on 10
Fcburary, 92 did raise some very serious question about the financial
viability as well as future implementability of the contract. Moreover, the
corrcspondence between the Ministry of Finance and Railways on the
subject shows that the former were not aware of the developments in
regard to this project.

Although, procedurally, the Sccretary, Economic Affairs, has been well
within his brief, the Committce find it hard to accept that a project, which
affccts the entire Railway’s Eighth Five Plan and therefore, affects, vitally,
the cntire national cconomy, and was within the knowledge of the Ministry
should have been viewed by the custodian of nation’s economy and
financial health with such nonchalance. As it is obvious to the Committec
this highlights lack of holistic functioning of thc economy in the Ministry of
Finance.

Reply of the Government

This para was referred to the Ministry of Finance for furnishing the
reply. The reply as furnished by them is reproduced below:—

“The Indian Railway Committee, popularly known as the Acworth
Committee, was appointed by the Secrctary of State for India on the 1st of
Novcmber, 1920. Based on the rccommendations of the Acworth
Committee, the Financial Commissioner Railways was appointed on st
April, 1923 with a spccial status, whereby, he became a full Member of the
Railway Board, and, at the same time, acted in thc Board as a
represcntative of the Finance Mcmber (now Finance Minister) of the
Government of India. It was envisaged since the inception of this office
that in all matters of sufficient importance or difficulty, the Financial
Commissioner would fully and formally kecp the Finance Mcmber (now
Finance Minister) informed, as he would have done if the™ ordinary
departmental practice of refercnce through the Finance Secretary had been
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followed. Thus, for the purposec of according sanctions of the Finance
Department (Ministry), since inception itself, the Financial Commissioner
Railways has taken the place and role which the Finance Secretary would
otherwise have played. It has all through becn accepted in principle since
1923 that the Financial Commissioner Railways would be the agency
through which the Finance Department (now Ministry) would excrcise its
powcers of control and oversight over Railways.

2. The dual status of the FC Railways has remaincd unchanged to this
date. He is a member of the Railway Board, and also, as an Ex-Officio
Sccretary to the Ministry of Railways for all financial matters, he acts as an
agency through which the Finance Minister is expected to exercisc his
control and oversight.

3. Becausc of this arrangement, all Railway proposals are kept outside
the scope of Public Investment Board (PIB), which is chaired by the
Sccretary (Expenditure), under direct control of the Finance Minister.

4. In 1974, the Ministry of Finance took up with thc Railways the
question of bringing within thc ambit of PIB certain types of Railway
investments, but did not succeed. In June, 1978 the Railway Convention
Committcc also considercd thc matter and advised against the routing of
Railway Investment proposals through the PIB in the Ministry of Finance.
Again in July, 1981, the Railway Reform Committee declined to agree to
this proposal, except continuing the practice of major investment proposals
being submitted for clearance by the Planning Commission. This matter
was taken up by the Sccretary (Expenditure) upto the Prime Minister level
through the Cabinet Secretary once again in January, 1988, but no decision
for Finance Ministry/PIB revicwing Railway Investment proposals in any
manner was agrced to.

S. In the present case, since the then Financial Commissioner (Railways)
was totally supportive of the proposal, and had, in his capacity equivalent
to the Finance Sccretary, marked papers directly to the Finance Minister in
November and December, 1991, in the scheme of things as approved by
the Parliament under the Indian Railways Act, 1989; by the Railway
Convention Committee in its 1978 Rcport, and by the Transaction of
Business Rulcs of GOI, it was not possible for the Ministry of Finance (in
the Departments of eithcr expenditure, or Economic Affairs) to go into
thc aspects of financial viability etc. of this proposal, after the then
Financial Commissioner (Railways) had fully satisfied himself, supported
the proposal and had submittcd the papers direclty to the Financial
Minister.

6. The Department of Economic Affairs carried oat, on the instructions
of Cabinct Sccretariat, and PMO, only a limitcd cxamination of the whole
proposal from the point of view of ADB’s Procurement Guidclines having
been complied with by Railway Ministry”.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC20672 Dt.
24.8.1993]
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Recommendation (Para 5.29)

In this context, the Committee strongly deprecate the view expressed by
Financial Commissioner, Railway that, his own serious doubt about the
overall viability of the project notwithstanding, he did not think it to a
matter important enough to be brought to the notice of Finance Minister
which, he admitted, he could have done as per power conferred on him
had he recognised the importance of the project.

Reply of the Government

1. The Railway Minister, after going through the reservations of the
Financial Commissioner, has minuted as under on 5.8.1992.

*In this case conscious decision was taken by the Government taking
into account all the relevant aspects and in full and final consuitation
with the Finance Minister....... "

2. It also needs to be noted that the case had alrcady bcen examined by
the Finance Ministry. The Finance Ministry, while returning the case stated
that:

“In accordance with the well accepted procedurc, the Ministry of
Railways are the compectent authority to undertake a comparative
technical evaluation of various bids including the commercial and
financial terms as well as guaranteec conditions, consistent with the
prescribed specifications and requirements and that the Ministry of
Finance are satisfied that the procedure prescribed by the ADB has
been followed.”

Though the Ministry of Finance limited their comments to bcing satisfied
with the procedure prescribed by ADB has been followed, it was felt that
had the Ministry of Finance noticed any serious flaw with the disposal of
thc case, they would have commented on it.

3. It was in the context of the background as brought out in the
preceding two paragraphs that, in the course of his evidence the Financial
Commissioner, Railways had observed as under:

“I-did not consider this matter to be important enough to be referred
to the Finance Ministry, more so becausc a decision had already been
taken and my predecessor had agreed to this purchase.”

[Ministry of Railways (Railway Board) O.M. No.91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.30)

In the samec contcxt, the Committce arc also unhappy at the
manner in which the Planning Commission, after having stalled the
tendering process during the first bid, should at the later stage, take
the stand that they had neither the competence nor any role to take a
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view as to the choice of technology being made by the Railways or its
financial implications. The Committee are deeply disturbed by the
helplessness sigments of the Government in watching the interests of
the tax-payer. The Committee are of the firm view that his calls for
serious thinking on the part of the Government as to the
reasonability and effectiveness of existing allocation as well as
transaction of business within the Government and grant of autonomy
for Railways such matters outside and purview of PIB.

Reply of the Government

Ministry of Railways have adequate autonomy for purchase of
Locos/Rolling Stock/Technology transfer ctc.

The above case of locomotive import was a stray one.

[Ministry of Railways (Railway Board) O.M. No0.91/RCC/206/2 Dt.
24.8.1993]



CHAPTER 1V

RECOMMENDATIONS AND OBSERVATIONS IN RESPECT

OF WHICH REPLIES OF THE GOVERNMENT HAVE NOT

BEEN ACCEPTED BY THE COMMITTEE AND WHICH
REQUIRE REITERATION

Recommendation (Para §.3)

The Committee note that alongside electrification of more route
kilometers the question of augmenting the present lift of
passenger and freight from the existing network at the lowest
capital and opcrative costs has been engaging the attention of
Planning Commission as well as the Railways for the last several
years. In this context, the latest view of the Planning Commission
is that in their scarch for new tcchnologics to accomplish this
task, ‘thc Indian Railways do not have to adopt technologics
which have been accepted in the developed countries to win back
traffic from faster modes of transport and, therefore aim at
achieving higher speeds. The Steering Committe¢ of Planning
Commission on Transport have underlined the need for the
Railways to endeavour to remain the ‘beast of burden’ of the
national economy, as hitherto, and to eschew all attempts to
become its showpiece. They have therefore, cautioned Indian
Railways against the tcmptation to increase line capacity by
raising thc booked speed of freight trains from 75 Kmph to
90 Kmph, with corresponding reduction in the differential between
the freight trains and passenger trains which have the booked
spced of 100—130 Kmph.

Reply of the Government

Operating strategics containcd in Corporate Plan envisage
rcduction of speed differential by raising maximum speed of
freight trains upto 100 Kmph. However, on account of resource
crunch, it is not likely for Indian Railways to raise the maximum
permissible speed for freight trains for the present.

Recommendation (Para 5.6)

The Committee futher note that perception differs also in
regard to the cost effectiveness of different tcchnologies. While
there is a view that acquiring 3-phase tcchnology today may be
chcaper, another view contrary to this is that the modern 3-phase
AC technology, though desirable can be opted for at a later stage
when it has established itself in Europc and clsewhere and by
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which time the whole technology package is expected to become
much cheaper and affordable for the country.

Reply of the Government

The cost of imported technology for 3-phase AC drive locomotives
will risc and not fall in future and any assessment to the contrary
would be unrealistic.

[Ministry of Railways (Railway Board) O.M. No.Y1/RCC/206/2 Dt.
24.8.1993]

Recommendation (Para 5.8)

The Committee note that at present all the manufacturers of
clectric  locomotives in the  country, including  Chittaranjan
Locomotive Works (CLW). are manufacturing WAG-5 and WAP-3
type clectric locomotives of horse power up to 3900 which is based on
tap changer technology  obtained from SNCF in sixtics. The
Committee note that cfforts of the CLW. in association with
Rescarch, Design and Standard Organisation (RDSO). to upgrade
these locomotives up to 5000 HP mark reached a critical stage as one
prototype christened by Mother Teresaas “Shanti Dan® has already
been developed and is undergoing ficld trial. Further, it is expected
to be available for bulk manufacture within a couple of years, The
Commiittee however, note that while the user services in the Railways
would welcome a locomotive of 5000 HP which, in any case, is being
acknowledged by all concerned to be a better locomotive than the
existing 3000 HP and 3900 HP locomotives, the Member (Electrical).
RDSO and GM, CLW, more or less, sharc the view that from a long
term point of view, tap changer technology. cven after upgradation of
5000 HP mark, would not answer the problem of doubling the lift
capucity of the Railways. They have further expressed scepticism
about the possibility of upgrading these locomotives to 6000 HP level.
The Committce also take note of the statement made before the
Comminee by GM CLW that with the present wagons rails cic.
optimum  wtilisation of even 5000 HP locomotives is not possible.

Reply of the Government

It is submitted that the obscrvations made by the Committee are
factually correct cxcept for the statement about the optimum
wtilisation of 5000 HP loco not being possible with the present
wagons, rails cte. Regarding same. it may be clarificd that the present
flect of wagons & track on trunk routes is quite 't for utilisation of
6000 HP locos and no difficulty has been experienced in case of 18
HHP Thyristor iocomotives on this account.

[Ministry of Railways (Railway Board) O.M. No0.91/RCC/20672 Dt
24.8.1993]

‘N
—
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Recommendation (Para 5.9)

The Committee welcome the parallel efforts undertaken by BHEL
to develop S000 HP clectric locomotives with thyristor technology
which they hope to deliver to Railways by December, 1992. The
Committee, however, regret to note that the Railway Board have not
bothered to know the dctails of these efforts on the part of BHEL.
They also depreciate the lack of enthusiasm on the part of the higher
echelons in the Railways in regard to efforts within and outside the
Railways to develop high horse power locomotives on the basis
indigenous know-how which, according to DG, RDSO, though within
the realm of possibility is likely to take some more time. The
Committee also note that it is possible to retrofit the existing
locomotive with ‘the thyristor tcchnology in order to upgrade and
incorporate power regencrative features, which the Rlys desire to
have from a long term point of view. The Committce are informed
that cost of 5000 HP locomotives developed by CLW is likely to be
less than Rs. 3 crores. An improved version being developed by
BHEL s likely to cost about Rs. 4 crores. During the evidence, the
Railway Board representatives and the GM, South Eastern Railways,
have conceded that two indigenously produced 5000 HP locomotives
of SNCF technology or based on thyristor technology, would
adequately meet the requirements of Indian Railways keeping in view
the track condition on most of the sections and impediments of
achieving higher speeds or hauling heavier trains. A classic example is
hauling of 4700 tonne trains on Kirandul-Waltair Section by two 6000
HP thyristor locos, replacing three 3900 HP CLW locomotives. Two
or threc CLW or BHEL made 5000 HP locos would cost the
Railways 8 to 15 crores, as against Rs. 90 crores in case of two 3
phase electric locomotives. In this context, the Committec deprecate
the fact that Railways have not evaluated the total economic of 5000
HP locomotives vis-a-vis the locomotives already imported or
porposed to be imported. In this context the Committee are not
surpriscd by the fact that CLW are to take longer than expected to
deliver a prototype of 5000 HP electric locomotive.

Reply of the Government

The parallel effort of BHEL to develop 5000 HP clectric
locomotive with thyristor tcchnology has been noted but same is yet
to be offered to Railways. The upgradation of ratings of present day
locomotives to 5000 HP and retro-fitment of thyristors, if successful,
will still be sub-optimal solution and not a substitute for 6000 HP
locos.

Fhe cost comparison of 2 or 3 CLW or BHEL made 5000 HP locos
with the cost of 3-phase clectric locomotives would not give realistic
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picture as the cost of series manufacture of 3-phase locomotives is expected
to be much lower than the cost of import of these locos in the present
tender as a major portion of this investment would be premarily for the
technology that will be acquired alongwith the locos. In view of the above
and the substantial saving in recurring costs on account of maintenance and
operation, the two alternatives are not directly comparable.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.14)

The Committee note that already a period of 9 years (1983-1992) has
clapsed since the global tenders for thyristor locos were floated. The trial
runs have more or less been completed and Bo-Bo type locomotives from
both suppliers i.e. Hitachi, Japan and ABB, Sweden, have been identificd
as equally appropriate for indigenous manufacture, except for minor
modifications which have since been complcted. The Committee find that
there is no difference of opinion between, the users and technical experts
in regard to opcrational performance, as well as technical aspects of these
locomotives, which, on both thesc counts, are satisfactory.

Reply of the Covernment

While there is no difference of opinion between the users and technical
experts in regard to operational performance as well as technical aspects of
Bo-Bo-Bo typc locomotives from both suppliers, i.e. M/s Hitachi, Japan
and ABB, Sewden and on both these accounts they can be considered
satisfactory. There are a number of modifications, both minor and major,
which are yet to be incorporated.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.15)

During their examination of this subject the Committee went at length
into the suitability of thyristor technology vis-a-vis 3 phase technalogy.
However, taking into account all arguments for and against AC _3-phasc
type locomotives the Committee are convinced that at the present juncture
and kecping in view comparative costs of thyristor type locomotives which
have passed a crucial stage of trial and test is the appropriate answer to the
needs of the Railways in the years to come. In this context, thc Committce
are also mindful of the fact that, in absence of any experience of rt{nning
3-phase AC locomotives in Indian conditions, the entire economics of
3-phase technology as projected by the Railways is based on large number
of assumptions. The Committce are, however, also of th.c view that'th‘c
possibilities of further improving upon this technology to incorporate in it
some of the distinct features of 3-phase technology such as regeneration of
power should be earnestly explored.
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Reply of the Government

Adoption of thyristor technology which has alrcady become obsolcte for
series manufacture of HHP locomotives would be a retrograde step.
Besides, the comparative cost of scrics manufacture of 3-phasc locomotives
18 considered to be only marginally more than locomotives built with
thyristor technology and thesc costs, in fact, will be cheaper on life cycle-
cost busis. The incorporation of regencration of feature in thyristor
technology though technically feasible is costly and unremuncrative.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.16)

In this context, the Committee also note that although 3-phasc AC
locomotives can attain a speed of 200 kmph for passcnger trains and
100 kmph for goods trains, the actual attainable speed under the cxisting
conditions may not exceed the speed of Rajdhani and Shatabdi Express
trains which arc running with the help of WAG-S 3900 HP locomotives.
The Committee also note that the advantages which may accrue from
larger number of coaches /wagons with help of 3-phase AC 6000 HP
locomotives at existing speeds have not been fully evaluated against higher
financial burden including cost of loan and cost of sparcs that may be
entailed.

Reply of the Government

The advantages have been cevaluated with the present day number of
wagons (4700 tonne load) at cxisting max. speed only. While the cost of
locomotives have been taken as quoted in the tender, cost of M&P and
tools required for scrics manufacturce and proportionate cost of transfer of
technology has also been taken into account, only custom duty has not
been added. ‘As regards the cost of loan, same is automatically covered
with the financial rate of rcturn. Apart from the financial rate of rcturn
worked out to 14.76% and cconomic rate of rcturn worked out to 13.7%
there would be substantial benefit on account of incrcase in line capacity
besides avoidance of investments in infrastructure for starus quo. However,
these beacefits arc not pronc to casy quantification.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.17)

In this context, the Committee fully agrec the views of previous
Chairman, Railway Board, that in duc coursc of time if and when 3-phasc
technology established itsclf, not only in the continent but also clsewhere,
the technology package would fall into our lap at much cheaper and
affordable price and that at that stage Indian Railways could be in a better
position to absorb it. In the mecanwhile. the Railways should go alongwith
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the thyristor technology, CLW's cffort to produce 5000 HP locos with the
cxisting technology within the infrastructure available and with perhaps a
minimum additional input of moncy and technology should also be
encourged. The Committee considers it unfortunate that a balanced view
taken by the previous Chairman, Railway- Board. in the matter was
ignored.

Reply of the Government

As cxplained against para 5.6, the technology package for 3-phasc
locomotives would only become costlicr in future. Adoption of thyristor
technology for 6000 HP locomotives is not the best solution at the prescnt
juncturc when 3-phasc tcchnology has fully matured.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
S Dt. 24.8.1993]

Recommendation (Para 5.18)

The Committec, thercfore, strongly feel the Rlys should resist the
temptation of going for the *State of art’ locomotives of unproven utility,
in  preference to  thyristor tcchnology, which not only is a great
improvement over the cxisting locomotives in use but is well proven and
affordable.

Reply of the Government

Locomotives built with 3-phasce technology have been in scrvice for
many years in diffcrent railway system in Europc and their supcriority in
performance has now been well cstablished. More and more countrics arc
not going in for 3-phasc tcchnology for thc ncw locomotives being acquired
by them. High horse power locomotives built with thyristor tcchnology arc
not doubt a grcat improvement over the cxisting locomotives in usc but
going in for the samc would not be desirable as thyristor technology has
alrcady bccomce obsolctc. Morcover, scrics manufacture of locomotives
built with 3-phasc tcchnology would be only slightly more in cost when
compared with scrics manufacturc of high horsc powcr locomotives built
with thyristor technology and would, in fact, bc cheaper on lifc cycle cost
basis.

[Ministry of Railways (Railway Board) ©.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.19)

In this context, it has supriscd thc Committce that contrary to the usual
practices and .norms, the decision of the Railways to acquirc 3-phasc AC
locomotives was taken in 1987 without consultations with RDSO and CLW
and without a demand form the uscr department i.e. Traffic Department.
In fact,'thc Chairman and Mcmbers of the Railway Board werc not awarc
whether or not the decision had the backing of the full Board. During
evidence a peculir- fact with emerged was that although Railways have been
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making repcated assertions that 3—phase AC technology was still in its
‘infancy’ in 1983 the global tenders which were floated in that year for
purchase of 18 prototype thyristor locomotives, had also invited offers for
supplying 3—phase AC locomotives, which was not insisted upon. The
Commmec are, indeed, intrigued by the fact that tenders had been floated
for ‘an ‘unproven technology’ based on réports in journals, as the Member,
Electrical, has stated before the Committee. They are futher intrigued by
the fact that GM, CLW had in a letter to Chairman, Railway Board in
1986 bemoaned the fatct that AC 3—phase technology had been over-
looked while going for 18 prototype thyristor locomotives. He had also
pointed out that hundreds of 3—phase locomotives. Were under
commercial use at that time in foreign Railway. From this the Committee
further find that 3—phase technology for which the Railways had floated
tenders even in 1983 was neither offered by the foreign suppliers nor
seriously considered by the Railways. Form this, the Committee gained the
conviction that 3—phase technology was at that stage considered to be
unsuitable for Indian conditions and therefore not taken sriously. Although
the Railways have tried to cxplain away most of these contradictions, to
the eagerness on their part to obtain the ‘stated of art’ technology for
rcasons unsubstatiated, the Committee remain unconvinced about the
maturity of judgement on the part of higher Railway authorities. In this
context, the Committee deplore the tendency on the part of Railways to
shop for technologies without due seriousness or consideration of its
impact on the already precarious railway finances due to which Railways
are continuously thowing heavier and heavier burdens on the rail-users in
the form of abnormal increases in fares and freight rates. It is deplorable
that such decision are being taken ignoring the demands in other sectors
like improved coaches, more wagons, track renewals, railway electrification
and passenger amenities and giving scant attention to the Plan allocation.

Reply of Government

The decision to import 3-phase locomotives was taken by full Board,
including Member Traffic during the meeting held on 30th Jan. 87.
Specifications for 3—phase locomotives were drawn by RDSO. Technical
experts of RDSO, CLW and Board have scrutinised technical bids received
against 3—phase tender.

[Ministry of Railways (Railway Board) O.M. No. 9IV/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para §.25)

The Committee further note that while evaluating M/s. ABB as the
lowest bidder in the third round some crucial aspects relating to transfer of
technology; cost of spares that will have to be imported till tke technology
is fully indigenised and the additional costs arising as a result of changes in
the customs duty and attributable to delay in the delivery of ocomotives
etc. have remained unresolved even months after the issue of ‘Adavnce
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Letter of Acceptanc’. In fact, the Committec have taken a serious note of
the sharp diffcrence of opinon within the Railway Board itself on these
issues. They also regret to note that these issues were not fully thrashed
out before issuing the advance letter of acceptance. They are of the firm
opinion that had the Ministry of Railways persisted, the foreign bidder
could have been pressurised to accept the conditions as were set in the
tender documents issued to various parties and as also insisted upon by the
Tender Committee. In their opinion, an Advance Letter of Acceptance
which, According to Chairman, Railway Board, is nothing but a ‘letter of
intent’ would not tentamount to a contract in view of substantive issues
still remaining wide open and in absence of full and final acceptance by
one party or the offer made by the other party.

Reply of the Government

A decision was taken to negotiate with M/s. ABB which was considered
as thc lowest evaluated offer. Though somc of the deviations could be
resolved during the negotiations held with M/s ABB in Nov. ‘01, it was
decided that the issues remaining un-resolved could be discussed in detail
with the firm subsequently and settled before the issue of the detailed
contract. On receipt of the file form Ministry of Financc on 14.3.92 and
subsequent releasc of foreign exchange on 18.3.92 there was hardly any
time left as the firm’s offer was expiring on 20th March, 92. It was,
therfore, decided to issue an advance acceptance letter incorportaing the
deviations to be withdrawn by M/s. ABB with the intention of binding the
firm to their quoted prices and to prevent them form increasing the price.
In addition to the deviations in their offer vis-a-vis the tender, IR had also
stipulated certain conditions for futher safcquarding IR’s financial interests.
It took some time for the firm to respond to our acceptance letter. While
the firm withdrew completely or partially many of the deviations, their
response in respect of onces they did not agrec were considered carefully
and held to.be acceptable. However, further action after July ‘92 was
pended in view of RCC’ advice to do so till the submission of their (RCC)
report to the Parliament. After receipt of the RCC'’s report, conclusions in
paras 5.25 & 5.26 a longwith the recommendations No. 4 of the RCC had
bcen considered by the Government. Government have finally given the
approval to go ahead with the procurement of 6000 HP AC 3—phase
Electric locomotives form M/s. ABB/Switzerland. Contracts for supply of
stores and transfer of technology were awarded to M/s ABB in July, 1993.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]
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Recommendation (Para 5.26)

In this context, the Committee perecive para-1S of the Advance Letter
of, Acceptance, which states that ““the contract stands concluded with the
issyc of this Letter of Acceptance™ to be of pre-cmptive naturc. The
Committee further regret the fact that, while finalishing the contract, valid
and scrious objections made by thc present Financial Commissioner of
Railways as well as two successsive Chairmen of the Railway Board were
over-ruled.

Reply of the Government

As mentioncd in reply to carlicr para 5.25 the lctter of acceptance was
issucd on 18.3.92 since the validity of the firm's offcr was cxpiring on 20th
March 92 and 19th March’ 92 was a holiday. As mentioned carlicr this

was donc so as to prevent the firm form revising their quoted prices.

While as stated in rcmarks against conclusion at para 5.25, the
rccommendation No. 4 and para 5.26 were considered by the Government,
supcrior authority’ right to overrule the objections at the lower level, per
se, cannot be criticized sincc this is onc of the tencets of the hicrarchical
decision-making, albeit sparingly uscd.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation S.N. 2

2. In order to achicve thc objective of doubling lift of passcnger and
freight traffic, the thyristor technology alrcady tricd and tested under
Indian conditions may bc indigeniscd for scrics manufactured at CLW as
well as by other manufacturers including BHEL.

Reply of the Government
Recommendation No. 2

Scrics manufacturc of 6000 HP locos using thyristor technology would
10t bc the best step as this tcchnology has alrcady beccome obsolete.
Morcover, in view of the cost of scrics manufacturc of these locomotives
becing only marginally lower than the scrics manufacturc of 3-phasc
locomotives and being higher in cost on lifc cycle basis, thc adoption of
thyristor technology is not considered bencficial for the Indian Railways.

[Ministry of Railways (Kailway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendations S.N. 4 & §

4. Notwithstanding thc Advancc Lctter of Acccptance issucd to
M/s. ABB, Switzerland on 18.3.1992, which itsclf is under further
discussion, thc Government may give scrious considcration to thc vicws
cxpresscd by the Committce as cnunciated in para 5.26 before taking a
final dccision.
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§. The payment of commitment charges totalling to $4 million should not
be. an inliibitive facter in taking a corrcct decision in thc matter.

Reply of the Government

After considering the Committee’s report and all relevant aspects of the
casc, Govcrament have given thc approval to go ahcad with the
precurement of 6000 HP AC 3-Phasc clectric locomotives from M/s ABB/
Switzcrfand. Contracts for 30 Nos. of 6000 HP 25 KV AC 3-Phasc clectric
locemotives ‘alongwith associatcd spares in the form of three loco scts and
transfer of technology have been awarded in July, 1993 1o M/s ABB/
Switzcrland.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]



CHAPTER V

RECOMMENDATIONS AND OBSERVATIONS IN RESPECT OF
WHICH FINAL REPLY OF THE GOVERNMENT IS STILL
AWAITED

Recommendation (Para 5.5)

The Committce note that the quest for high horsc power Electric
Locomotives has bccome a contentious issuc within the Railways where
opinions about thc desirability of onc or thc other routc arc sharply
divided. While there is a school of thought which favours going for ‘statc
of art’ techiiology there is also another linc of thinking which has argucd
for a morc cautious approach in thc matter. The former have cmphasiscd
the advantages which could accruc by going for thc ‘statc of art’
technology i.c. 3-phase AC 6000 HP clectric locomotives and these are,
inter-alia increased linc capacity through attainment of higher speed of
both passcnger and goods traffic and greater power consumption, cstimates
of which rangc between 10 to 30 percent, lesscr maintcnance and,
therefore, greater lift of passenger and freight. On the other hand, the
letter have been drawing attention to high differential in the cost between
3-phasc tcchnology and other technologics available/developed in the
country and its adverse conscquences on investment planning in regard to
other vital arcas in thc Railways, non-compatibility with thc available
infrastructurc in the Railways, particularly thc track conditions, and
adverse impact on tcchnologics alrcady developed/under trial and the
resultant wastage of rcsources, the sctback to indigenous tcchnological
developments, and on the R&D capability in regard to clectric
locomotives. It has also been pointed out that Railways arc wocfully short
of locomotives as rcsult of which they arc unable to mcecet the growing
demand of traffic, which today stands at a shortage of 2000 wagons a day,
implying an addition of 25,000 to 40,000 wagons to thc cxisting fleet. The
Committce, morcover, notc that rakes arc help up for sometime morc than
72 hours ‘'waiting for availability of locomotives. They also notc that under
these circumstances, a strong casc has beecn made for augmenting the
supply of clectric locomotives on the basis of technologics which arc within
an immcdiatcly attainablec range, instcad of waiting for thc latest
technology to be absorbed, indigensicd and brought to production stage
which may takc anything from 5 to 10 ycars. In this context, the
Committce also take notc of the concern cxpressed by the World Bank
rcgarding adoption of a still largely untested tcchnology as an alternative
to successfully tested standard thyristor control clectric locomotives. They
find that the Indian Railways have told thc World Bank that with a vicw to
limiting the risk, the 3-phasc clectric locomotives would first bc tested
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before a decision is made to proceed with the transfer of technology for
manufacture of these locomotives in India. The Committee further
understand that the ultimate decision of the Indian Railways would
impingc on the negotiations for the next World Bank loan that the Railway
may scck.

Reply of the Government

All concerned authoritics in the Railways have accepted that induction
of latest 3-phasc AC technology is considercd the most appropriate choice
for the futurc. These locomotives arc comparatively maintcnance free,
capable of achicving 30% saving in cnergy consumption and ncarly unity
power factor and arc morc friendly with track and signalling system.
Morcover these locomotives arc necessary for mecting the throughput of
congested high density routces as also for longer and faster passenger trpins.
No difference of option cxists regarding the superiority of the 3-phasc
technology.

i) The rate of rcturn on investment has been evaluated and worked out
to 14.7% as financial ratc of rcturn and 13.7% as cconomic rate of rcturn.
This ratc of return has been worked out on the basis of lowest cvaluated
offer and without considering custom duty. Finance Ministry's approval has
been sought for exempting this one time import of locos and spares for
upgradation of technology from custom duty to avoid unduc burden on the
Railways' finance.

iii) The cost of locomotives proposed for import with 3-phasc technology
would no doubt bc considered high when compared with the cost of
locomotives presently being manufactured at CLW. But, it has to be
viewed in the light of ultimate objective of Indian Railways to organisc
scrics manufacture of these locomotives for the next to decades or more.
The cost of technology which would form bulk of the cost would be
distributed over nearly 3,000 or morc locomotives during this period and it
is cxpected that the indigenously manufactured locomotives with 3-phasc
tecchnology may be only marginally higher in cost than the 6000 HP
locomotives if manufacturcd using thyristor technology and work out
chcaper on lifc cycle cost basis.

iv) No adversc impact on tcchnology alrcady developed/under trial as
the 5000 HP locomotive devcloped by CLW would bc a sub-optimal
solution and not a substitutc for 6000 HP locomotive. Rcgarding adoption
of high horsc power thyristor locomotives, this technology had alrcady
become obsolete and it would be a retrograde step to go in for the samc,
Morcover, the cost of manufacture of such locomotives would be more or
less the samc as High Horsc Locomotives with 3-phasc drive.

v) Electric locomotives manufacturcd with 3-phase tcchnology havg been
in scrvice in Europcan countrics and this technology was considcred
proven and best suited for serics production in our country for the next 2-3
decades.
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vi) No confirmation has becn madc by Indian Railways to thc World
Bank rcgarding testing of 3-phasc clectric locomotives before making a
decision te prococd with the transfcr of tcchnology for mtanufactured of
these locomotives in India. In fact this project has no link with World
Bank, bcing financed by ADB who have cvaluated the project and
approvcd it.

[Ministry. of Rallways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.10)

The Committec were informed that R&D basc at RDSO and CLW is
not up to the mark. This has been attributed not so much to the abscnce
of scicntific and tcchnical manpower or cven to cfforts on the part of
RDSO/CLW as to poor back-up which is therc largely in the system. It
has been argucd by the Railways that the required rescarch cfforts call for
greater involvement of Universitics, National Rescarch Institutions and
Industry, both in public and privatc scctor. They have, however, stated
that Railways alonc could not makc the rcquired investment on R&D.

Reply of the Government

5.10 Over the ycars RDSO has donc considerable rescarch and
developmental work which has benefited the Railways. However, in the
arca of latest statc-of-art tcchnology, there have been great advancements
in some of the developed countries duc to massive financial and other
inputs.

In order to further improve the rescarch back up in RDSO, apart from
in-housc technological inputs, Technology Development Groups have been
sct up in RDSO.in which Universitics, IITS, Rescarch Institutes ctc. arc
being actively involved so as to bencefit from the latest advancements being
madc by them.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993)

Recommendation (Para §.20)

Thc Committcc notc that as a result of dclay in placing orders for
purchasc of 3-phasc clectric locomotives causcd by protracted tendering
process, the Railways have incurred a loss of $ 4.619 million upto 15th
Dccember, 1991 on account of commitment charges and interest payable to
ADB. In fact, the Railways arc incurring a liability of $4000 pcr day on
account of commitment charges alonc. This has not only diminished the
ovcrall sizc of the funds available for actual purchasc of 3-phasc
locomotives but also acted as the pressure point on the decision making
authoritics.
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Reply of the Government

The commitment charges/interest incurred by the Ministry of Railways
as mentioned in the RCC's obscrvations was unavoidable in view of the
circumstances that lcad to the repcated tendering. Somec commitment
charges/interest would have been leviable, even if the tender had been
finaliscd as pcr original schcdule as paymcent of certain amount of
commitment charges is unavoidable in all loan schemes since some
minimum gestation pcriod is always involved towards cxecution of projects
and claiming disburscment. Hence the cntirc commitment charges should
not bc looked upon as a ‘“loss”. Even though we issucd an advance
acceptance Ictter on 18.3.92 against thc 3rd round of tendering, further
action in this casc was pended in view of RCC's specific advice to pend the
same till they submit their report to the Parliament. As a matter of fact the
recommcndation No. 5 of the report of the RCC also emphasised the point
that the importance of taking thc correct decision by far outweights the
cxtent of commitment charges incurred. After consideration of the RCC's
recommcndations, Government have given approval for procurement of
6000 HP AC 3-phasc Elcctric Locomotives in Junc, 1993. Dectailed
contracts have bcen awarded to M/s. ABB/Switzerland in July, 1993 for
supply of stores and transfer of tcchnology. The commitment charges
continuc to bc incurred cven after placement of the contracts till the
utilisation of thc loan amount.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation (Para 5.24)

5.24. The Committcc arc apprised that unit cost of 3 phasc AC
locomotive, when fully assembled was Rs. 13.2 crores CIF during the first
round of bidding (1989). However, as per latest calculation the unit cost of
the same locomotive, after the third bid, will bc around Rs. 45 crorcs
which compares too unfavourably with the cost of indigenously built 5000
HP locomotives that is expected to cost less than Rs. 3 crores a piece. In
fact between the first bid and sccond bid many important dcvclopfncnts,
like gencral escalaction of prices during the Gulf War, dcvaluation of
rupce and partial convertibility of rupec took place which havF:. (ogcthcr.,
adverscly, affected thc comparbility of 3 phasc AC locomotive vis-a-vis
other available locomotives. The Committcc are also conccrned to note
that the deal for purchasc of thesc locomotives, if put through, would
ultimately involve expenditure excceding Rs. 1200 crores. not taklpg into
account other long term financial liabilitics, which will arise du.rmg the
period of transfer of technology and purchase of sparc parts. This would
put together bring in scrious distortions in the allocatnop of resources
during the Eighth Five Year Plan. Thc Committcc note with conccrn the
candid admission of Financial Commissioncr that Railways had no funds to
accept such a huge liability without raising raising revenucs through public
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issuc of bonds (which in any casc arc not very attractive in the market) or
by raising thc Railway tarrif. On thc other hand. the entirc investment
planning of Railways during the Eighth Plan would also be seriously
jcapardiscd. From thc internal nothings of the Railway Board on the
subjcct. as furnished to the Committee, there is no cvidence to suggest that
these vital issucs have been adequately addressed to before going ahcad in
the matter.

Reply of the Government

The CIF cost as obtaincd during the first round of bid (1989) werc as
under:—

Freight Passenger
CIF cost pcr locomotive in CHF 28,72,107.85 CHF 51,87,710.70
Swiss Francs (CHF) and SEK 90, 29,782.44 crores
Swedish Kroner (SEK)
Pricc in Indian Currcncy with Rs. §.15 crores Rs. 5.26 crorcs

cxchange ratc of Rs.

100=CHF9. 865=SEK 40.40

as on 23.12.88

Pricc in Indian Currency with Rs. 9.76 crorcs Rs. 10.89 crorrs
cxchange ratc  of Rs.

100=CHF 4.7650=SEK

24.18 as on 2.7.93

The CIF pricc as per order on ABB.. now place is as underi—

Freight Passenger
CIF cost pcr locomotive in CHF 48.01.875 CHF 52,78,650
Swiss Francs (CHF) and DEM 34,75.875 crorcs
Dcutcho Mark (DEM) DEM 38,22,000
crores

Pricc in Indian currency at Rs. 16.58 crorcs Rs. 18.22 crorcs
thc cxchange ratc of Rs.

100=CHF .

4.765=DEMS.3475 as on

2.7.93

The above prices are cxclusive of custom duty.

As rcgards.the comparison of the cost of a limitcd number of high horse
power loco with 3 phasc drive and microprocessor bascd control primarily
for Transfcr of Tcchnology with that of the indigenous 5000 HP locos
produccd by CLW by optimising the cxisiting tap changer technology, the
samc would not be rcalistic as thc products as wcll as thc context arc
cntircly dissimilar and hence not comparable. Morcover, the price for the
locos contracted for import arc fixcd and without any pricc variation
clausc. Hence, factors likc general cscalation of price, devaluation of
rupce, partial convertibility of rupce ctc. have also had their influcnce.
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While this purchasc will no doubt strain the railway rcsources to somc
cxtent, this is incscapable in thc context of acquiring state-of-art
tcchnology which has a vital bearing on the futurc opcrational capabilitics
of Indian Railways. In this context, it is pertinent to mention that the
purchasc of thesc locomotives is ticd up to the loans form ADB and
EXIM banks and as such it would not have any immediatc repercussion
on the national finances as a whole. As a matter of fact if this purchasc
had not matcrialiscd, ADB/EXIM loans would have to be surrendered.

It may bc mentioned that provision of Rs. 760 crorcs has bccn made
during 8th Plan for 30 high horsc powecr locomotives, which is adcquate
to mecct the CIF cost of thesc locomitives including margin for somc
further devaluation of rupce. The provision of funds howcver docs not
cater adcquatcly for import duty at thc present rates.

The present policy is to reduce import dutics gradually and it is
cxpected that by 1995-96, when the actual import of locomotives will
start, thc import duty might comc down substanstially.

In addition to above, Ministry of Financc has been requested to
cxempt the Railways from payment of custom duty of purchasc of thesc
locomotives as this purchasc is rclated to technology upgradation.

The wvarious issucs including thc financial implications havc bcen
deliberated at length and the Govenrment has taken a conscious decision
to acquirc thc ncw tcchnology.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2
Dt. 24.8.1993]

Recommendation S.N. 3

Efforts should bc stcpped up to provide a credible R&D back-up to
Indian Railways which is onc of the largest in the world and for this
purposc thc rolc and wherewithal, including organisational structure,
power and investments, in rcgard to RDSO may be reviewed and
redefined to cnable it to beccome a dynamic corc of R&D cffort which
should spill outsidec RDSO into universitics, rescarch institutions and the
industry at large. Towards the same end the level of interaction between
thc Railways, RDSO and CLW at the onc cnd and between all these
together and industry, both in public and private scctor at the other cnd
may bc stcpped up. Immediate action be taken by the Railways.to
provide and improve the infrastructurc nccessary for the usc of high
horsc power locomotives like strengthening the track, fencing,
modernisation of signalling and rcpair facilitics in workshops and

locoshends.
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Reply of the Government

At the lcvel of RDSO, systcm design capability cxists to a substantial
extent. The recently introduced rcvised schemc of Working of RDSO
includes a dccision to induct young postgraduatc engincers from
probationcrs and groom them for long term posts in RDSO.

Further infrastructurc, as may be required, will be crcated as and when
considcred ncccssary.

[Ministry of Railways (Railway Board) O.M. No. 91/RCC/206/2

Dt. 24.8.1993]



APPENDIX
(Vide Para 4 of Introduction)

Analysis of the Action Taken by Government on the Recommendations/
observations contained in the Second Report of Railway Convention
Committee (1991)

I.  Total number of reccommcendations 35

II.  Rccommendations/obscrvations which have been accepted
by the Government (Vide rccommendations at S.No. 5.1,
5.2, 54,57, 5,11, 5,12, 5.13 & 1)

Number 8
Pcreentage to total 23%
III. Rccommendations/observations which the Committee do
not desirc to pursuc in vicw of thce replics of the
Government (Vide recommendations at S.No. 5.21, 5.22,
5.23, 5.27, 5.28, 5.29, & 5.30)
Numbecr 7
Percentage to total 20%
IV. Rccommcendations/obscrvations in respect of which the
replics of the Government have not been accepted by the

Government (Vide rccommendations at S.No. 5.3, 5.6,
5.8, 5.9, 5.14, 5.15, 5.16, 5.17, 5.18, 5.19, 5.25, 5.26, 2, 4

& 5)-
Number 15
Percentage to total 43%

V. Rccommendations/obscrvations in respect of which final
replics of the Government arc still awaited (Vide
recommendations at S.No. 5.5, 5.10, 5.20, 5.24 and 3)
Number

Percentage to total 14%
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PART-II

MINUTES OF THE 40TH SITTING OF THE RAILWAY
CONVENTION COMMITTEE HELD ON 19TH OCTOBER, 1993

Fortieth sitting of the Railway Convention Committee werc held on the
19th October, 1993 in Committee Room ‘C’ in Parliament House Annexe
from 1100 to 12.30 hours.

The following Members were present in the sitting:—
Shri M. Baga Reddy — Chairman

Lok Sabha
2. Shri R. Anbarasu
3. Shri Lal Jan S.M. Basha
4.  Shri Saifuddin Choudhury

S. Shri Gurudas Vasant
Kamat

6. Shri Ram Naik
7.  Shri Rajvir Singh
8.  Shri Lokanath Choudhury
SECRETARIAT

Shri Murari Lal — Joint Secretary

The Committee took up for consideration the draft Report on action
taken by the Government on the observations and recommendations
contained in the Second Report of Railway Convention Committee (1991)
on ‘Purchase of Electric Locomotives from M/s. ABB, Switzerland by the
Indian Railways’ and suggested modifications in paras 10, 16, 28, 31, 34 &
3" as indicated in Annexure.

The Committee then adjourned.
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ANNEXURE
Paragraphs Revised Under The Directions Of The Committee

10. By their own admission the Ministry of Railway have stated that the
Railways are not in a position to spend the requisite amount on renewal of
track and fencing to maximise the speed. The Committee fail to understand
as to how we are going to be benefited by induction of ‘State-of-art’ 3-Phase
ABB locomotives without first ensuring the requisite track renewal and
fencing.

16. It is incomprehensible to the Committee as to how the Ministry of
Railways have come to the conclusion that the cost of imported technology
for 3-Phase AC drive locomotives will rise and not fall in future. As
transport technology is fast changing the world over, the availability of
more advanced, yet cheaper, alternatives cannot be ruled out.

The Committee feel that the above plea taken by the Ministry of Railways
has no basis whatsoever.

28. The Committee had expressed their concern over the fact that the
views and the detailed assessment made by the former Chairman, Railway
Board, who was in position till March, 1992, were totally ignored by the
Ministry of Railways. What is more disturbing to the Committee is the fact
that no answer has been given to the Committee’s recommendation
regarding evaluation of the advantages which may accrue from haulage of a
larger number of coaches and wagons with the help of 3-Phase AC 6000 HP
locomotives at existing speeds vis-a-vis higher financial burden, including
cost of loan and cost of spares that may be entailed. The Committee,
therefore, reiterate their earlier recommendation that the possibilities of
further improving the Thyristor technology should be earnestly explored.

31. The Committee are not convinced with the reply of the Government
that the locomotives built with 3-Phase Technology have been in service for
many years in different railway systems in Europe and their superiority in
performance has now been well established. superiority of 3-Phase
technology system might have been established in European countries where
track conditions and other necessary infrastructure are far better that what
exists in Indian Railways. As stated by the Member (Traffic), Railway
Board, during evidence held on 18.9.1992, taking into account the track
conditions and absence of any fencing on both sides of tracks, attaining a
speed of 160-180 KMPH is not feasible. A similar statement was also made
before the Committee by GM, CLW that with the present wagons, rails etc.
optimum utilisation of even 5000 HP Locomotives (WAG) is not possible in
Indian Railways. The Committee seek an explanation from the Ministry of
Railways in this regard and would like to know as to how they can
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guarantee that 3-Phase technology, which is being imported at present, will
not become obsolete by the time they start series manufacture, say after
seven or cight years.

:34. The Commiittee note that the Railways had been incurring a liability
of $ 4000 per day on account of commitment charges alone and loss on this
account upto 15.12.91 amounted to $ 4.619 M. The Ministry of Railways
have further stated that *‘commitment charges continue to be incurred even
after placement of the contracts till the utilisation of the loan amount.” The
Committee would like to know the total amount of commitment charges till
date and the amount available with the Ministry of Railways out of the ADB
loan, after payment of these commitment charges, by the time the first
consignment of 3-Phase locos would reach India. They would also like to
know the source from where the Ministry of Railways would meet the extra
forcign exchange nceded to meet the obligation for payment of the
contracted amount. In this connection, the Committee have noted the
candid admission of Financial Commissioner (Railway Board) that they had
no funds to accept such a huge liability of Rs. 1200 crores, including custom
duty, without raising revenues through public issue of bonds, which in any
case are not very attractive in the market, or by raising the railway taritf.
The Committee would like to know specifically whether such vital issues
were seriously examined by the Ministry of Railways before entering into a
formal contract with M/s. ABB, Switzerland and ADB. The Committee are
of the considered view that had the Ministry of Railways shown due
prudence the circumstances those leading to the repeated tenders resulting
in huge liability of commitment and interest charges could have been
avoided.

37. The Committce take a serious view of the luckadaisical manner in
which the deal relating to purchase of 3-Phase locomotives has bheen dealt
with in the Ministry of Railways. They fecl that the Government have been
remiss in protecting the country’s ‘interest by not resolving vital issues
before placing the order with M/s, ABB, Switzerland. The Committee
would like to know the details of the deviations which have been agreed to
by the firm, completely or partially, and also those on which they did not
agree.

As regards superior authority’s right to overrule the objections at the
lower level, the Committee agree that this is one of the tenets of the
hierarchical decision-making, albeit sparingly used. But there must be some
valid reasons for overruling such objections by officials, who had acquired
vast experience over the decades in running the railways and were better
equipped to make evaluations of both technological factors and financial
implications. However, the Committee, in this case, find that the superior
authority had overruled the objections raised by the Financial
Commissioner, two successive Chairman of the Railwey Board, GM, South
Eastern Rallway, the then GM, CLW etc., without giving any convincing
reasons, in an arbitrary manner. Even the valid objections raised by the
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Railway Convention Committee, appointed by the Parliament, were not
given due consideration by the Government. The Commiittee consider this as
highly objectionable and repugnant to the tenets of parliamentary
democracy. The Committee also regret that the request of some Members of
the RCC to arrange a meeting with the Cabinet Sub-Committee, appointed
to deal with the matter, to hear their views, was not honoured by the
Government.



MINUTES OF THE 43rd SITTING OF THE RAILWAY
CONVENTION COMMITTEE HELD ON 10TH FEBRUARY, 1994

Forty-third sitting of the Railway Convention Com:nittec was held on
Thursday, the 10th Fcbruary, 1994 in committce Room ‘C’ in Parliament
Housc Annexe from 1500 to 1600 hours.

The following Mcmbers were present:—
Shri M. Baga Reddy—Chairman
Lok Sabha

2. Shri Saifuddin Choudhury
3. Shri Gurudas Vasant Kamat
4. Shri Ram Naik
5. Shri Rajvir Singh
6. Shri Lokanath Choudhury
Rajya Sabha
7. Shri Pramod Mahajan
8. Shri Ramsinh Rathwa

9. Chowdhry Hari Singh
10. Shri P. Upendra
SECRETARIAT
Shri Murari Lal—Joint Secretary
. Smt. P.- K. Sandhu—Deputy Secretary
3. Shri S. B. Arora—Committee Officer
The Committee took up for consideration the following draft Reports:—

(i) Draft Rcport on Action Taken by Government on the
.recommendations contained in the Sccond Report of RCC (1991)
on ‘Purchasc of Elcctric Locomotives from M/s. ABB,
Switzerland by the Indian Railways’.

(li) s (2 2 ] *rRen

3. The Rcport was adopted subject to the amendments/modifications
given in Anncxure.

4. Thc Committce also authorised thc Chairman to make other
conscquential changes arising out of factual verification by the Ministry of
Railways.

The Committee then adjourned.
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ANNEXURE

Amendments/Modifications made by the Railway Convention Committee in

the Draft Report on Action Taken by Government on the Recommendations

contained in the Second Report of Railway Convention Committee (1991)

on ‘Purchase of Electric Locomotives from M/s. ABB, Switzerland by The
Indian Railways’.

Page Para Line For Read
No. No.

1 2 3 4 5
3 7 For the existing paragraph substitute

The Committec are concerncd to note that thcre has been
a hecavy shortfall in the volume of frcight and passenger
traffic during the current year which has resulted in
shortfall of carnings to the Railways. Thc Committec
apprehend that if this trend continues unchecked, it shall
cffect adverscly the growth of economy. They, therefore,
hope that Railways will make all carncst efforts to achieve
the target fixed for doubling the lift of passengers and
freight traffic as it existed in 1985-86, by the year 2000
A.D. The Committee also desire that in order to achieve
this target, the Ministry of Railways must take urgent stcps
to augment their rolling stock and improve their
operations.

5 10 For the cxisting paragraph substitute

By their own admission the Mnmstry of Railways have
stated that the Railways are not in a position to spcnd and
take on rcncwal and strengthening of track to maximisc
thc spced of freight trains. The Committec fail to
understand as to how the Railways are going to be
bencfited by induction of ‘State- of-art’ 3-Phase ABB
* Tocomotives without first cnsuring the requisite track
rcnewal and fcncing as well as, providing' other
infrastructural facilitics.

18 19 1 Add the work ‘locomotives’ after H.P.

18 19 11 Present tender Present tender.
particularly because of Because of the resource
the resource crunch
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3 4 S

—

24 25 1 to know at

24 25 3 Thyristor locos. Thyristor locos,
Whercas whcreas

30 k)| 4 in Europe and their in Europe. The
superiority supcriority.

32 34 18 & Delete the words ‘which in any case are not very

19 attractive in the market’.

32 34 22 Add thc words ‘finalising loan from’ aftcr ABB,
Switzerland.

32 34 24 Delete the word ‘those’

"

35 37 4 & 5 bcen rcmiss in failed to resolve the
protccting the Country’s  vital issucs.
interest by not resolving
vital issucs

35 37 18 Add the words ‘in an arbitrary manncr’, after
‘overruled'.

K 37 22 Delete the word ‘in an arbitrary manncr’.

22 Delete the word ‘valid’

36 8 6&7  unwarranted, unwarranted but
uncconomical but also uncconomical too
against  thc  larger
intcrest of our country

Ry 39 Add thc following paragraph (Para 39) at the cnd:-

Implementation of Recommendations

39. The Committec would like to cmphasisc that grcatest importance h:.
to be attached to the implementation of recommendations accepted by tiic
Govcernment. They cxpect the Government to take cxpeditious steps in
implcmenting such rccommcendations. In cascs where it is not possible to
implement the rccommendations in Ictter and spirit for any rca.on, the
mattcr should be reported to the Committee in time with rcasons for non-
implcmentation.
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