E G
PUBLIC ACCOUNTS COMMITTEE
1952-53
FIFTH REPORT

[Appropriation Accounts (Railways)
; and
(Posts and Telegraphs) 1949-50]

VOL. II—Evidence

PARLIAMENT SECRETARIAT
NEW DEZHI
Jane, 1953



CORRIGENDA

Evidence Volume of the Fifth Report of the Public Accounts Committee on
the Appropriation Accounts (Railways) and (Posts and Telographs), 1949-50,

Page (D), line 2, for “Shri B, C. Das” read “Shri B, Das”.

Page (i), S. No. 13 of the List of Members : for “Ranachandra” read “Ramae
m‘d"”a

in li

Page 2, top left side corner : for *“September, 1952” read “2 September, 1952"-
Page 3, Col. 1, line 16 : for “is” read “in".

Page 11, Col. 1, line 8 : gfter “stores” inserr “used”.

Page 12, Col. 2, line 29 : for “Badh var” read “Badhwar”,

Page 13, Col. 2, line 2 : afrer “a report was” insert ““.............. ”,

Page 14, Col, 2, line 31 : after “‘explained’” insert @ comma.

Page 27, Col. 2, line 40 : delete “ques”.

Page 36, Col. 1, line 26 : for “procedure” read ‘‘estimates’’.

Page 48, Col. 1, line 6 : for “straightly” read “straightaway’’.

Page 52, Col. 2, line 10 from bottom : for ““3:5”" read “3.5",

Page 55, Col. 1, line 1 from bottom : for “heerings’ read *‘hcarings”.

Page 73, Col. 1, line 14 : for “Rai” read “Rao™.

L’:gez. 795 Col. 1, lines 1 and 2 : Transpose line 1 after the words “There is”" appearing

Page 79, Col. 2, line 33 : for “ heme” read “Scheme”.
Page 90, Col. 1, lines 2 and 3 from bottom : for “Switzerlend” read “Switzerland’’.
Page 92, Col. 1, line 9 from bottom : for “necessiate’ read “n;cessimte".

Page 92, Col. 1, line 6 from bottom : for “o0 * read “or”.

Page 109, Col. 2, line 13 : for “Commissione’” read “Commissioner”,

Page 109, Col. 2, line 10 from bottom : for “p aced” read “placed”.

Page 111, Col. 1, line 28 : for “60” read “s50.

Page 111, Col. 2, line 22 from bottom : for “interrlated” read “interrelated””.
Page 118, Cal. 1, line 11 from bottom : for “in consistent” read “inconsistent’’.
Page 119, Col. 2, line 1 from bottom : for “ofr” read *“‘for”.

Page 127, Col. 1, line 9 : for “be” read “by™.

Page 129, Col. 2, line 17 from bottom : for “........ Ive” read “involve”,
Page 132, Col, 3, line 20 from bottom : for * hat * read “that”.

Page 133, Col. 1, line 31 : for “Accoun” read “Accounts”.

Page 134, Col. 1, line 20 from bottom : after “Agreement ** insers “I”,

Page 134, Col. 1, line 10 from bottom : for “efore’ read “before”.
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‘tarf Shree Narayan Das
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Shri S. S. Vasist, Member (Traffic), Railway Board, Ministry of Railways.
Shri N. C. Deb, Director of Finance (Budget), Railway Board, Minisiry of

Railways.

Shri K. Sadagopan, Director of Finance (Expenditure), Ministry of Railways.
Shri V. Subramanian, Under Secretary, Ministry of Finance (E.A. Depart-

ment).

e Committec met at Ten of the Clock)
APPROPRIATION ACCOUNTS

-AILWAYS), 1949-50 AND RAIL-
WAY AUDIT REPORT, 1951

vhairman: Let me first introduce to
1 the gentlemen from the Railway
dard. Shri Badhwar is the Chairman
‘the Railway Board; Shri Vasist,
-mber of the Railway Board; Shri
'3, Director, Finance (Budget), and
‘i Sadagopan, Director, Finance (Ex-
sditure). The last two have come to
.ist the Financial Commissioner who
unfortunately away. I th
i Badhwar will make a statement
behalf of the Financial Commis-
ner as to why no letter has been
Jressed to the Chairman about the
cumstances which made the Finan-
1 Commissioner to be absent today,
rause the Public Accounts Committee
1 not brook any absence due to
lidays. The date of meeting is cir-
iarised, and the Public Accounts
‘mmittee must examine the Accounts.
e Officers taking holiday must suit
» convenience of the Public Accounts
mmittee when it calls meetings.
ri Badhwar will tell me why the
aancial Commissioner is not able to
- present.

4hri F. C, Badhwar: I would like to
plain that the Financial Commis-

sioner. at present is on deputation and
not on holiday. He had hoped to
return by now and to be present at
this meeting of the Public Accounts
Committee, but due to certain delays
in some rather delicate negotiations
and other important matters in which
he is engaged, we have had to ask
Government to extend his deputation.
He regrets very much, as 1 do on
behalf of the Ministry, that he cannot
be present here today. I hope to give
to the Committee with the help of my
colleagues, perhaps not as well as the
Financial Commissioner would do,
any information that is required.

Chairman: The convention mukt
grow that whenever a Secretary can-
not come, a letter ought to be written
to the Chairman by you as Head of
the Railways. The letter should have
come to us directly. I want that con~
ventlion to grow under this Sovereign
Government in a better manner tham
it was under former conditions, It is
not a new convention. I think it-has
been the practice for the last four years
that every Head of Department, who is
absent, writes 8 letter to the Chair-
man, and I would request you to follow
that precedent., .

Shri F, C, Badhwar: We will do ’that
.in the future, Sir, I am extremelg
sqrry we could not do jt this time.
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Shri V. P. Nayar: Did the Secretary
get any information that the Financial
Commissioner will not be able to come
sufficiently early so that we could have
fixed this examination to a later date?

Chairman: We cannot suit the con-
venience of particular Ministries and
we would not encourage that habit in
the Ministries. We can consider the
situation, and if the Secretary or the
Financial ~Commissioner is absent,
Shri Badhwar must give us the infor-
mation. If anything is left over, we
will call him again during the Session,

Acharya Agarwal: May I know if
the Financial Commissioner is in India
or outside India?

Chairman: Outside India—in London,

Shri F. C. Badhwar: He is actually
today, I think, in Germany,

Chairman: He met me before going
away and told me he would see me at
the meeting, I am only looking to the
interests of thre Public Accounts Com-
mittee and the conventions which must
grow. Before we go into details, there
are two general issues which 1 will
take up with Shri Badhwar and then
we will take up the agenda that we
decided last evening about the Rail-
ways. I do not know who will reply,
whether Shri Badhwar or the Financial
Section. '

We found among the notes submitted
by the Railways that one of them was
not a reply to any of the outstanding
questions that the Public Accounts
Committee wanted the various Minis-
tries to reply, but it was a note by
the Railway Board on the reorganisa-
tion of accounting and the forms of

* accounting after the regrouping. The

.

note is not In reply to any question that
arose out of the previous Reports of
the Public Accounts Committee nor did
it arise out of any communication of
the Secretary of the Public Accounts
Committee; it is entitled “Memorandum
for the Public Accounts Committee re-
garding the changes in the Financial
and Accounting structure of the Rail-
ways with effect from the Accounts of
1952-53.” It did not arise out of any
points that were raised by the Public
Accounts Committee. In the note it is
stated that the above changes, which
will take effect from Appropriation
Accounts, 1952-53, are brought to the
notice of the Public Accounts Com-
mittee. The Public Accounts Committee
does: not like that they should receive
advice from any .Minlistry, however big
it mag be. They have to find out the
«constitutional propriety”or impropriety.
‘§re: would like to know why and how

PUBLIC ACCOUNTS COMMITTEE
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this note was sent. It should have been.
published in your Appropriate Accounts.
That you did not do. Why was this.
note sent to us? '

Shri N, C. Deb: If you will permit
me Sir, I may explain. In preparing the
Budget of 1952-53, the Railway Minis-
try, with the concurrence of the
Ministry of Finance, took certain deci-
sions and these were also explained in

ara. 9 of the Budget Speech of the

ailway Minister and communicated
to Parliament. These decisions are:(i).
from the Accounts of 1952-53, there
will be no apportionment of earnings-
between the various Railway Zones: (ii)'
there will be no inter-Railway adjust-
ments for various services rendered or
work done by one zone on behalf of
another zone; and (iii) there will be
no adjustments for freight charges for
carriage of ‘Railway stores and -fuel.
These three decisions had been taken
by the Railway Ministry in consultation:
withr the Ministry of Finance.

Chairman: Sanction of Parliament
does not mean the sanction of this.
Committee, This Committee has the
liberty to examine anything.

Shri N. C, Deb: That is exactly the
point. After the decisions had been.
taken by Government, we immediately
intimated these to the Auditor-Gene-
ral.

Shri Narahari Rao: When did you
send the intimation? |,

Shri N. C. Deb: On the 2nd May,
1952, that is, four months ago.

Shri Naraharl Rao: You sent these
after taking the decisions? Have you
read Article 150 of the Constitution? 1
want to know whether you have......

Shri N, C. Deb: This aspect was
considered by Government and the
Government thought that in a matter
of this kind, it was perhaps not neces-
sary to obtain the prior concurrence of
the Auditor-General.

Chalrman: You are making a state-
ment on behalf of the Government of
India that Government decided the
constitutional propriety in the matter
of Article 150, that any changes of
forms and all these must receive the
sanction of the President and the:
Auditor-General.

Shri N, C. Deb: I am coming to the
question of formg later on. I am now
talking about the flnancial and admi-
nistrative decisions which were taken
by the Government of India and which
were included in para. 8 of the Budget
Speech of the Railway Minister.
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Chairman: The Budget is all right.
It did not debar you from sending the
papers relating to the changes in the
forms to the President through the
Auditor-General.

Shri Narahari Rao: Article 150 of
the Constitution requires that the
Accounts of the Union and of the States

shall be kept in such form as the Comp- .

troller and Auditor-General may, with
the the approval of the President, pres-
cribe. These changes which have been
made are changes in the form of the
Union Accounts in respect of the Rail-
ways, and the orders had to be issued
is so far as they involve changes of Ac-
counts. Form of Accounts does not
mean mere printed or tabular form. It
means also procedure. If you do
away with adjustments which had to be
made in a certain procedure—I
am not criticising or making any
comment on the merits of what
has been done; 1 propose to do
80 in due pourse, because my atten-
tion was drawn to this just yester-
day—I should point out that there has
been a violation of Article 150 of the
Constitution. Changes have been made
in the form of the Appropriation
Accounts and various other chianges
have been made in the method of
accounting which are not permissible
for the Government to make because
they are changes which had to be made
by me with the approval of the Presi-
dent. The regular procedure has not
been followed.

Shri N. C, Deb: I submit that no
changes at all have been made up till
now in the Appropriation Accounts
that the Public Accaunts Committee
is concerned with. The changes which
we have suggested will actually come
into effect two years hence because...

Shri Narahari Rao: But you have
issued the orders.

Shri N, C. Deb: We have not issued
any orders. Whatever changes are
required in the Appropriation Ac-
counts consequent on Government’s
decision were incorporated in this
Memorandum which was sent to the
Director of......

Shri Narahari Rao: After you have
made the changes; hrere you have said
“consequent on the above changes, the
marginally noted statements and an-
nexures of the Appropriation Accounts
of the Railways which are based on
the flgures of earnings and expendi-
ture of individual railways will cease
to be compiled in future.” If that is
not an order, I would like to know
what it is. Sir. In the annexure C it
is stated that the percentage will
be given for the Railway as a whole
and not for individual Railways.

MINUTES OF EVIDENCE
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These are all therefore regular
orders. This is a statement of deci-
sions taken. My point is that these
decisions may appear reflected in
papers placed before the Committee
two years hence but that does not
alter the fact that the decision has
been taken, which it is not within the
competence of Government to take in
this manner. The Chairman of the
Public Accounts Committee has
already made out this point. I am only
adding to what he has said. There has
been neglect in following the right
procedure. I go further and say that
when a big change of this kind is
made as a result of regrouping—an
enormous change in the structure of
accounts, financial control, etc,—it in-~
volves a change in the structure of
audit also. It was necessary, therefore,
to give the Auditor-General sufficient
notice afier which the matter should
have been discussed with him and then
only the changes brought into opera-
tion. But no such thing has been done.
It was only in the month of June or
so that I had to sit down with the
Director of Finance, and Shri Deb
came and assisted me for two or three
days for giving effect to the changes
on my side.

Chairman: As far as this Committee
is concerned, it will take cognizance
of these notes only after the Auditor-
General weighs them over. But this
Committee deprecates any constitu-
tional impropriety on the part of any
Ministry, not to speak of the Railway
Ministry in particular, which is res.
ponsible for one of our biggest com-
mercial undertakings. Up till now
proper consultations with the Auditor-
General have not been made. Surely,
no Minister is bigger than the Auditor-
General or the Public Accounts Com-
mittee or any Parliamentary Com-
mittee, Every Minister must observe
the constitutional mode or procedure
thoroughly. Yesterday we gpent some
two hours or so on a discussion of how
a constitutional impropriety of this
nature can happen under the Sovereign
Government of India. We shall tgke
the explanation from you as to why
things were done in such haste, and
what the necessity was to commit such
an impropriety. In the meantime I
hope the Auditor-General will take up
the matter with the Ministry concern-
ed. I would like to know from Shri Deb
as to whether the Railway Ministn{y
consulted the Finance Ministry (A iit
Branch). -

Shri N, C. Deb: We consulted the
Finance Ministry,

Chairman: We shall take up the
matter with the Finance Ministry. The
Public Accolnts ommittee  wiil |

.
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examine thoroughly the Finance Minis-
try about anything they have done or
sanctioned without prior consultation
with the Auditor-General, and find out
what the need was to proceéed in such
haste over a matter of constitutional
importance. No Minister is above the
Constitution. Each Minister is a mem-
ber of Parliament and a member of
the Government. If he likes, he can
bring in an amendment to the Consti-
tution, and then proceed in the manner
he likes, But he cannot defile the
Constitution like this. This Committee
will never allow any such thing.

Pandit K. C. Sharma:
acted according to the
Constitution.

They have
sense of the

Chairman: But we do not take that
view.

Shri Narahari Rao: I would like to
ask whether the constitutional provi-
sion has been observed, and whether
the Audit Department agreed with
Shri Deb in the matter of making that
report,

Shri N. C. Deb: We sent this Me-
morandum to the Director of Railway
Audit for his concurrence. He told
us that this was under the considera-
tion of the Auditor-General......

Shri Narahari Rao: But if you have
taken a decision already, it becomes
a fait accompli, and what can the
Auditor-General do?

Shri N. C. Deb: My submission is
that it is not a fait accompli.

Shri Narahari Rao: Already four
months are over in the year 1952-53,
and these changes take effect from the
.1st of April 1952, and these will come
into account two years hence in the
Appropriation Accounts beginning with
the year 1952-53. But do you not main-
tain regular Accounts in the new form
now?

Pandit Munishwar Datt Upadhyay:
May I know whether the suggestion
made in this note is to the effect that
you mean to have a change in the
form of keeping Accounts?

Shri N. C. Deb: We mean to have a
change in the form, in so far as that
Wwe pPropose to abolish two farms, and
modify two other forms: This is what
is contained in the proposal. Unfor-
tunately the wording of the Memoran-
dum is not very happy, but that is
the intention.

Chairman: I could forgive you and
your predecessors on the unhappy word-
ing. but a constitutional impropriety
in the expression of noteg, etc. is some-

. thing which defiles the Constitution

PUBLIC ACCOUNTS COMMITTEE

.

[Railways

and therefore
notice.

Shri Narahari Rao: I would suggest
that further discussions on this matter
may stop here. I shall take up this
matter direct with the Government
myself. The only thing I wish to point
out for record is this. Director
Railway Audit stated on the 24th
ﬁprilc,l 1952 in a letter to the Rallway

oard:

“The present decision involves
fundamental changes in the exist-
ing audit and accounting arrange-
ments of the traffic earnings of the
Railways. and it is not clear why
Audit was not consulted before
taking such an important decision.”

1 feel bound to point out also that
anything that involves a fundamental
change or a change of any nature in
the form of accounting requires my
approval under Article 150 of the Con-
stitution. So this is a matter on which
prior consultation should have taken

lace. If it is admitted that there has

een a mistake, then it is a different
matter.

Shri Ramachandra Reddi: The Gowv-
ernment representative might be atked
to give us his full statement in the
matter so that we can pursue it in
due course.

Shri Narahari Rao: My Department
will take up this matter with the
Ministry; meanwhile further discus«
sions on this may stop. <

requires very serious

Shri V. P. Nayar: The representa-
tive of Government was.telling us that
this is a matter with which we are
not concerned just now. This change
will come into effect with the Appro-
priation Accounts for the year 1952-53
and onwards. I would like to know
what form of Accounts is being kept
from the 1st April, 1952. Under Article
150 of the Constitution, it is clear that
he is not expected to do any such
thing without the concurrence of the
Auditor-General. It is true that the
Appropriation Accounts for the year
1952-53 may come some two years
hence. But what is the form in which
the .ﬁ.ccounts are kept from 1st April,
19527

Shri N. C, Deb: In maintaining the
month'y and annual accounts of the
Railways as a whole from 1st April
1952, there has been no change what-
soever,

Shri Narahari Rao: I must contra-
dict you at this point, It is a very
inaccurate statement that you have
made. There is no apportionment bet-
ween the different Railways as used
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to be done in the past, and yet you
say there is no change, which 1 submit
is an administrative decision,

Shri N, C, Deb: From the 1st April
1952, we are treating the Railways as
one unified system

Shri Narahari Rao: I am astonished
.at the statement that this {s no change.

Shri N. C. Deb: I shall explain this
point. We are maintaining the earn-
ings of the.Railways as one unjt, and
not separately for each Zone as used
‘to be done in the past. I have already
explained what are the key changes
that we have made.

Firstly, we are treating all the Rall-
-‘ways as one single unit, so far as the
€arnings are concerned.

Secondly, for the same reason we
:are not making any adjustments bet-
ween the different zones for work done
on one zone, on behalf of another.

Thirdly, we are not adjusting the
freight charges on railway stores and
fuel.

There is no modification of the sys-
tem of accounting or the form of
accounting, 1 emphasize the word
“form’ in particular.

Shri Narahari Rao: This is a very
highly intricate legal point. I cannot
for one mcment agree that this is not
a change which falls within the scope
©of Article 150 of the Constitution,

Pandit K. C. Sharma: I can under-
.stand the position that when the Rail-
ways- are to be treated as one unified
system you are expected to keep one
account. But why should there be two
.detailed Appropriation Accounts?

Shri N. C. Deb: Annexure B shows
‘the total earnings of the Railways and
the total under-charges. That is what
has hitherto beey used to be shown in
this annexure. We have suggested
that in future we shall not ghow “the
earnings os each zone separptely, but
only the total vollections of cach of
the zones. That is the proposal in this
Memorandum,

Pandit K. C. Sharma: You mean no
-details of each Railway will be given?

Shri N, C. Deb: We shall give the
-details of each Railway. but not what
used to be formerly called ‘the earn-
ings’. As against the earnings, we
shall show only the total co'lections.

Pandit K. C. Sharma: In column 4.

‘You say you are giving the detailed
-accounts......

MINUTES OF EVIDENCE
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Chairman: Let us not go into details,
until the Auditor-General takes up the
matter with the Ministry and gives us
his report.

Shri F. C. Badhwar: I would like to
make our position very clear. There
is never any intention of altering any-
thing without the permission of the
Auditor-General and the President.

Chairman: I would like to invite
your attention in this connection to the
subsidiary rules 4(a) and 4(b) to
which we drew attention in an earlier
report. “The provision of Constitutiom
and rule 4(b) of the subsidiary rules,
etc. will be deemed to have been satis-
fled if the forms so determined are not
questioned by the Auditor-General cum
President.”

Shri Narahari Rao: I shall take
up the matter with the Ministry my-
self. I hope they will be reasonable
enough to admit that a mistake has
happened, and take steps to correct it

Acharya Agarwal: 1 feel that in
spite of all these explanations, the
Public Accounts Committee should
take a very serious view of this, be-
cause we find from the Auditor’s
report and others that follow that the
Railway Ministry has not cared even
to impiement all the recommendations
that we have made. They say either
‘noted’ or ‘under consideration’ or
things like that. This is a breach of the
Constitution which of course the
Auditor-General will look into. But
we, as Members of Parliament, should
take a very serious view of it.

Shri Narahari Rao: I shall report to
you if I am not satisfied.

Acharya Agarwal: I request you not
to take a lenient view of it.

Shri Narahari Rao: I must draw
your attention to any breach of the
Constitution and any steps taken to
rectify and so on. The whole matter
will be reported to you in my next
report or the next meeting of the
Public Accounts Committee itself,

Chairman: Let it lie at that. We
will go into it in the November Ses~
sion. By that time the Auditor-General
will give us his report.

My second general point is to be
addressed to the Managing Director of
the Indian Railways, Shri Badhwar. In
the February report, the Publie
Accounts Committee mentioned to you
about stricter financial and budgetary
control, Today we are going to deal
with the 1949-50 Accounts. You as
the Managing Director—we are the
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shareholders here-—tell us.what {s your
experience since 1940-50. We know
there had been certain irregularities. I
am not saying they are mala pAde. 1
am talking of budgetary control. You
please tell us whether your budgetary
control as Managing Director s
stricter and more accurate. What is
your impression? 1 do not want to
know the flnancial point of view, I
want to know your views.

Shri F, C. Badhwar: Sir, I think I
can best answer your question by re-
ferring yuu to the paper showing the
financial results of the working of the
Railways. In thig paper, against a
number of heads side by side are given
certain revised estimates and actuals.
If I may say so, Sir, for an enormous
concern like the Railways which turns
over expenditure of over Rs. 500 crores
every year, these figures indicate a
very high degree of financial control
and accuracy.

I have some knowledge of the posi-
tion in some of the largest and most
enlightened industrial concerns in the
private sector and I do not think that
their control—and they have to be very
careful—is any better, more effective
or more accurate than the one that
hras been introduced on the Railways
progressively during the last 24 years.
It is true that as far as procedures,
codes, rules and regulations go, same~
times there are pulls in different direc-
tions between the civil services and the
code aspects on one side and the com-
mercial and the industrial and the
time factoy aspects to which railways
have to work on the other, But I think
if you take the procedural irregulari-
ties—and there must be many in a
huge system like the Railways, for we
are all human—and compare them withy
the turnover, you will find that pro-
gressively we have taken your advice
to heart and have improved our finan-
cial and budgetary control appreci-
ably. I think these flgures will speak
for themselves,

Shri Narahari Rao: May 1 ask
whether these figures have been
checked by the Director of Railway
Audit?

Shri P. H. S. Rao: This came to us
about flve days ago and we have
drawn their attention to the provi-
sions of the 1934 Order.

Shri Naraharl Rao: It is a Memo-
randum which has been given by yvou
and when it contains figures and things
like that, if you follow the procedure

rescribed by the Government of India
fn 1934, ordinarily you have to get
these figures accepted by Audit. There
has been oversight in following it.
- FPlease do not do-it again, Before you
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send it to the Public Accounts Com-~
mittee. you can get it vetted by the
Director of Audit.

Chairman: It is understood that your:
Ministry is slack in sending reports
that you send to the Public Accounts
Committee and to the Auditor-General
simuitaneously. There is a strict order
in 1934 to that effect.

Shri N. C, Deb: It is the practice
every year to give the latest position of
financial results of the working of the
Railways to the Public Accounts Com-
mittee and it has never been checked
21 élixf past by the Director of Railway

udit.

Shri Narahari Rao: Are you sure-
about it?

Shri N. C, Deb: Last year also we
prepared it. My point is that we show
in this the latest position. You know
our Accounts for 1951-52 have not yet.
been closed, but whatever figures we
have got from the Railways we have
given those figures to the Public-
Accounts Committee to keep them in
touch with the 'atest trends in the
working of the Railways. If you do not
want it, we won’t submit it in future.

Chairman: The point is that the-
Auditor-General does not receive copies
from your Ministry, : )

Shri Narahari Rao: No, no, Copies
have been sent. That is not the point.
There is a specific order of the Govern-
ment of India which says that when
a Memorandum is required to be sent
to the Public Accounts Committee in-
volving financial statements or figures
and so on, those statements ought to be
sent beforehand to be vetted by Audit
so that the figures which are sent.
here cannot be questioned and are
accepted by both sides. I say it in the
interests of the statements being accu-
rate, otherwise if there are mistakes
then it will be troublesome. I suggest
that you follow this procedure in
future. The fact that you have not
done it all these years is no excuse for
not following the prescribed procedure
in future. I do not see why there
should be any waste of time over it.

Shri U. C. Patnaik: Are the Rail-
%a_y;vauthorities aware of that rule of-
347

Shri Narahari Rao: It is a Govern-
ment of India Order.

Shri U, C. Patnaik: I want to know
whether they are aware of it.

Shri Narahari Rao: Why should they
not be? If there is no further argu-
ment about it and they follow it in
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future, I think we may stop discussion
on that.

Shri F. C. Badhwar: May I just point
to two other examples to confirm what
1 have said, that our financial and
budgetary control is effective. Among
thre largest projects with which we
have been concerned in the last three
or four years are the enormous Assam
Rail Link and the Chittaranjan Loco-
motive Works. I think you are aware,
Sir, that the estimales tfor both of
these have not varied by any signi-
ficant amount from the completion
costs, Now both these Works were
executed during a difficult period when
there were variations in price levels.
The staff of the Assam Rail Link had
to battle with the elements, and they
had to battle against time, etc. Be-
cause of the national need, they had
to be quick about everything and often
threy could not follow all the procedures
because the work would not wait. Yet,
Sir, you will find from the Accounts-of
these two enormous projects that much
credit is due to our financial and
budgetary control. The variations are
negligible.

Chairman: We give you credit for
what you have done,

Shri N. C, Deb: These Accounts will
be audited in due course by the
Auditor-General.

Shri Narahari Rao: That does not
matter. If the flgures are accurate, no-
body is happier than we.

. Chairman: We are happy to know
that such things have gone the right
way.

Shri U. C. Patnaik: 1 wanted to
know, Sir, what the Railway authori-
ties have to say about the 1934 Order
and whether that has been in any way
superseded by any later Order.

Shri Narahari Rao: That has been
disposed of. They will follow it in
future. That is the end of it.

Chairman: We are here represent-
ing the sharcholders. Our Managing
Director has told us that flnancial and
budgetary control has been better,
That is something to be happy about.

+ 8hri T. N. Singh: When were these
revised estimates made? On the 20th
of March, I take it.

Shri N, C. Deb: Revised estimates
are completed in the Railway Board'’s
office about the middle of February
every year.

Acharya Agarwal: These figures only
show the disparity between revised
estimates and the actuals. We would
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have liked to know the disparity bet-
ween the Budget and the actuals. This
does not show much,

Chairman: They have tried their
best to take us into the budgetary posi-
tion. We need not...

Shri S. N. Das: In the Statement, the -
estimates have been given......

Chairman: But we went over the
Budget that was presented to us. If
you want any further information or
elucidation, they will send a supple-
mentary statement,

Shri T. N, Singh: Unless of course it
is checked by the Auditor-General, it is.
very difficult to form an opinion. These
are the main items which are given.
But we would very much like to know
how under the various sub-heads ihe-
revised and actuals rave worked, The
sum total under a particular big head
may tally, but the detailed control of
Accounts is possible only when you go
into every small head and see that the
estimates are correct. Overall corres-
pondence between the two flgures does
not help us. I would like to form an
opinion only after I have seen those
details.

8Shri N. C. Deb: Those details are-
given in the Appropriation Accounta
prepared by the Railway Board,

Shri T. N. Singh: For instance, yow.
refer to the Chittaranjan Works. Can
the Ministry give us the revised esti-
mates and the actuals for Chittaranjan
for these three years?

Shri F, C. Badhwar: In due course,
Sir, because the Accounts are not quite
ready.

Shri T. N. Singh: You have stated:
just now that Chittaranjan is worked
on such-and-such lines—we shall be
proud if it is done—but could you give
us a statement to substantiate it?

Shri F. C, Badhwar: We would give
it as soon as we have the full infor-
mation.

Chairman: He has said that in re-
gard to Chittaranjan Works and ‘the
Assam Rail Link they have kept very
near to the estimates. That is credit-
able, I think the budgetary position
has improved because last year we
gave them a certificate in the Public
Accounts Committee.

Shri T. N, Singh: Last year the
Public Accounts Committec had taken
objection to certain heads. For in--
stance, take the Suspense Head. In
para, 16 they refer to large amounts:
being kept under Suspense Heads with-
out adjustment and proper accounting..

° .
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8o we have not exactly given them a
-.certificate. ) .

Shri Narahari Rao: Why not wait
-4ill the appropriate paragraphs in the
Audit Report are taken up.

Chairman: We shall now take up the
Memorandum of more important points
requiring special attention. Shri T. N

Singh.

Shri T. N. Singh: Even in Parlia-
ment when the Auditor-General’s re-
port was delayed a question was raised.
Here also we find that the Appropria-
-tion Accounts for 1949-50 whichr were
due for submission on the 15th March,
1951, could not be submitted until a
yegr after. We would like to be en-
“lightened on the point. What were the
reasons for the delay and were they
:not avoidable? ’

Shri N. C. Deb: May I answer this
-question because I am responsible for
the compilation of the Appropriation
Accounts. After Partition there had

"“been some dislocation of our account-

ing machinery and there have been
.delays in the compilation of Accounts,
Railways should according to the regu-
lations prescribed by the Railway
Board. close the annual Accounis by
‘the 24th May of the following year,
“but unfortunately, as the Director of
Railway Audit is fully aware, they
“have not been able to close the annual
Accounts in the post-Partition period,
by that date, 1 must admit that even
‘the Accounts for 1951-52 have not yet
peen finally closed and sent up to the
Auditor-General and the Director of
Railway Audit. We are however trying
.éur very best and we have also intro-
.duced some new innovations in the
‘procedure of compilation ot Accounts
so as to liquidate these arrears. We
can assure you, Sir, that we shall
spare no efforts to overtake the
arrears as quickly as possible; if the
_arrcar Accounts are not compiled in
time then necessarily the Appropriation
Accounts are also delayed. That is why
the "Appropriation Accounts for 1949-
50 were delayed by about one year.
We, however, hope that in the Accounts
for 1951-52 we shall show some im-

- provement and more improvement in-

the Accounts for the subsequent year.

Shri Narahari Rae: What about re-
grouping? How will regrouping affect
your Accounts?

Shri N, C. Deb: We are taking ade-

- quate steps from pow so that regroup-
ing may not have an adverse effect on
- the closing of the annual Accounts and
compilation of Appropriatfon Accounts.

PUBLIC ACCOUNTS COMMITTEE .
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Shri Narahari Rao: It may be a re-
petition of the effect of Partition by
thrqwing the Accounts into confusion.

Shri N, C. Deb: Pre-Partition Ace~
counts have not yet been closed and
this factor also is partly responsible
for the throwing back of the date of
compilatfon of the post-Partition annual
Accounts., For the pre-Partition Ac-
counts we had to depend on the Pakis-
tan Railways and they have not yet
submitted their compiled Accounts to
us, We are trying our best to improve
the machinery for the closing of the
Accounts for the post-Partition years
and ensure expedition in the submis-
sion of the Appropriation Accounts.

Shri T. N. Singh: The Public
Accounts Committee has previously
been asking for expedition of the
Appropriation Accounts. The Auditor-
General has co-operated with us and
we have overtaken a lot of arrears so
far as account checking goes. After
having overtaken the arrears if we
ﬁn_d at this ‘stage that we are again
being delayed because some other
factors are intervening, and we. are
unable to proceed with speed, that
w11'1 hamper a very essential "task
which the Committee has to perform
and perform in time. So we do want to
be assured that because of delays on
your part our work will not be held
up. Parliament must proceed with
examination of Accounts from year to
year and in time.

Shri Vallatharas: Did you then and
there intimate these difficullies to the
Government and the Aqditor-GeneraI?

Shri N. C. Deb: The Auditor-General
ig fully aware of the position and our
difficulties and he knows what we have
done during the last year to over-
come them. To give an instance, we
have introduced a system of quarterly
closing of Accounts so as to facilitate
and expedite the compilation of the
annual Accounts.

Shri Vallatharas: You should try to
solve your difficulties so that the work
of the Public Accounts Committee may
proceed smoothly, If you wanted any
difficulties removed you should have
asked the Government to make some
temporary arrangements, but to say
here that you faced so many difficul-
ties and therefore you could not do
the work is of no help.

Shri N, C. Deb: We had difficulties
and We have taken every possible ctep
to overcome them and exnedite the clos-
ing of the annual Accounts and the
compilation of Appropriation Accounts.
That - is how we have been able to
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eomplete the 1049-50 Accounts. The
Accounts of 1950-51 are very nearly
complete-—they have gone the
Director of Railway Audit. 1951-52
Accounts are being closed and we shall
try to compile the Appropriation
Accounts for 1951-52 within the cur-
rent financial year.

Acharya Agarwal: May I know
whether the post-Partition difficulties
have been experienced by the Railway
Ministry alone or by other Ministries

~ also?

Shri Narahari Rao: It is a_difficulty
experienced everywhere. I am in
general symnathy with what the Rail-
way Ministry is saying but the gap has
been gradually reduced in other cases.
There have been delays on the Civil
Accounts side also
Department is responsible but we have
been gradually reducing the delays so
much so that now we have put the
Public Accounts Committee in arrears.
My report for 1949-50 on Civil Appro-
priation Accounts was submitted to
Parliament nearly a year ago, but about
nine months earlier than the Railway
Accounts were submitted. The Civil
Accounts for 1950-51 are ready. and we
hope very soon to keep up to the usual
time-table. Likewise the Raiflways
ought to reduce the gap and get into
stride with the prescribed dates as
soon as possible. I think that is all
that Shri Singh wants.

Shri T. N. Singh: Yes, that is all.
Vizagapatam Port

372. Detailed Appropriation
Accounts, para. 2]

Shri S. N. Das: I should like to ask
a question on Vizagapatam Port. The
Railway Department has been work-
ing at a ‘'oss for the last several
years. It has been stated in the
Audit cocmments on the financial
review of the Vizagapatam Port for
the yecar 1940-50 that the terminal
charges are going to be revised. The
Railway  Administration submitted
their recommendations to the Railway
Board on the 22nd February, 19850. I
want to know what final orders have
been passed by the Railway Board and
whether these terminal charges have
been revised.

Shri F, C. Badhwar:. The recommen-
dations in this respect are. I'understand
still under examination.

Shri 8. N. Das: What are the reasons
for such delays when the Department
is running at a loss? When these
terminal charges are the only source
of revenue why is the Railway Board
taking so much time to examine the
recommendation?

[Page
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Shri F. C. Badhwar: We are not the
only people concerned. There are so
many people concerned who have got
to E:aconsulted and their repercussions
noted.

Shri 8. 8. Vasist: The question of "
terminal charges at ports Is not always.
entirely within the discretion of the-
Railway Ministry. Before we come to -
a decision we have to consult not only-
various other interests but other
Ministries also. In this case the Minis-
try of Transport is vitally concerned:
and consultations have to take place
between the Railway Ministry and the
Transport Ministry because any
sion that we may take may have re-
percussions on other ports also. This-
question of terminal charges for
various ports has been under the
examination of the Railway Board. I
think the Public Accounts Committee
would like us to come to a decision
which would not only be appropriate:
and acceptable generally but also une
harmful to the interests concerned,
ie., it should not have any adverse-
repercussions on similar charges at
other poris. I can assure the Public
Accounts Committee that we shall not
delay the decision a day longer tham:
is absolutely necessary.

Shri S. N. Das: I would like to know
whether the various interests concern-
ed have met together and discussed:
these things or only paper consulta-
tions have taken place.

Shri S. S. Vasist: Consultations both.
on paper and through discussions have
been held.

Shri V, P. Nayar: For how long have-
these consultations been going on?

Shri S. 8. Vasist: It is now over two-
years since this matter has been under
examination.

Chairman: Why can’t these matters.
be solved by a discussion at a con-
ference of the appropriate authorities-
concerned rather than being pfo~-,
longed by correspondence? .

Shri S. S. Vasist: I quite sze your '
point but in g matter lik= this it 1s
not a guestion of expressing opinion
across the table. Varlous _statistical.
data have tg be gone into and ana'ysed.

Shri F, C. Badhwar: There is a-spe-
cial factor here. As the Public Ac-
counts Committee are aware, Vizagapa-
tam Port is the only port owned by the
Railways. The other ports are not
owned by the Railways, So anything
that we do may have its repercussions
elsewhere and we*might become the:
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target of criticism. We shall give you
the up-to-date position tomorrow.

Shri T. N. Singh: I find that during
this year also there was more traffic
-passing through the port with the
result that your earnings should have
~increased. At the same time your cost
of handling should have gone up. Can
.you give us an assurance that in so
far as the additional expenses are
-concerned. you get the benefit of the
extra income, or ralher whether you
are progressing economically or not?

Shri N. C. Deb: For the first time
in the year 1951-52 this port has made
.a prafit, although it is small. In the
.Budget for the year 1932-53 also, we
‘have again estimated a profit of
Rs 40,000. There is a definite impro-
vement in the finaucial position of the
rport due to more traffic coming in.

Shri T. N. Singh: In estimating this
profit have you taken into account any
- doubtful amounts that may have to be
realised, but may not be realised later
.on? In this connection you will find
that there are certain disputed items
‘with the Defence Ministry. Similarly
:you may have taken credit for some
income which may not materialise.

Shri N. C. Deb: In the estimates
"we take credit only for those amounts
‘which are expected 1o e realised.

Chairman: What is the present posi-
tion regarding recovery of outstanding
+dues from the Defence Department?

~ Shrj F. C. Badhwar: We will let you
“know tomorrow whethe: any or all of
this has been recovered.

. Chairman: May I put a question to
the Auditor-General? How is it that in
a Sovereign Republic, the Ministries
» of the Government wark in such water-
“tight compartments that they are not
. able to settle even the Accounts among
“themselves? Why should the Defence
. Ministry be so sacrosanct?

Shri Narahari Rao: It is not within
;my capacity to remedy it. That is why
I have come to you. I suggest you ask
-the Ministries to behave better.

Shri V. P. Nayar: Is it because
‘that the Railway Ministry made a
claim on the Defence Ministry with-
~out consulting them that this delay is
staking place? It is said in paragraph 4:

“About Rs. 8 lakhs are out-

. standing from the Defence Depart-
:ment who have not yet accepted

: the revised rates of rents for the
<various plots of land leased to

- -ghem as assessed by thg¢ Revenue
.Authorities.”
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Chairman: This is an unwanted baby

which the Railway Ministry have
adopted.

8hri Narahari Rao: The best thing
would be that you suggest arbitration.
In this case the Department should
submit to arbitration. If you have no
objection my Director of Audit. or one
of my Officers appointed by me, or
myself, may arbitrate in this case.

Shri F. C. Badhwar: Would it be
possible to ask the Finence Ministry ta.
use its good offices to expedite these
inter-Miristerial adjustments. I think
that will have a good effect.

Grant No. 5. Paragraph 9. .
lggll?)age 9 of Railway Audit Report,

Shri Ranbir Singh Chaudhuri: It is
said:

“Of the total final excess of
Rs. 31'43 lakhs under these three
heads (on the B.B. and C.I. Rail-
way) the excess of Rs. 26-47 lakhs,
i.e.,, a little over 84 per cent. was
explained as partly due to increase
in the cost of stores and partly
due to greater consumption of -

stores.”
Does this not reveal gross negli-
gence in watching the progress of
expenditure?

Shri F. C. Badhwar: The main cause
of the excess is due to increased out-
put from these particular railway work-
shops. It will be recollected that to-
wards the end of the war, and especially
after Partition, due to varioys factors
including the great shorfage of mate-
rials. especially steel, wood and other
components used for railway repairs,
and also due to a certain amount of
go-slow on the part of labour, the out-
put of our workshops had dropped
considerably as compared with the
pre-war output. During the last three
years, however, there has been a steady
improvement and this improvement is
of course very advantageous in the
overall analysis. But it sometimes
leads to inaccurate budgeting. For
instance, the money set aside to pay
for the work turned out from a certain
workshop is usually based on the past
year's performance. It the output in-
creases you naturally have to spend
more money. You fully get your
money’s worth, but you have to use
more stores and sometimes more
labour,

During the last couple of years we
have been faced with this problem on
most Railways and in some workshops
we have increased our output by 20
30 per cent. All of this has to be paid
for. -
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Shri T. N. Singh: I think the ques-
tion put by Shri Ranbir Singh does
not relate so much to workshop
management as to utilisation 6f stores.

Shri F. C. Badhwar: Increase in the
value of stores can be under two
‘heads: either price level rise. or you
use more stores of that kind. .

Shri T. N. Singh: How does labour
cost come in?

Shri F. C. Badhwar: Part of it only
is increased paymernts to labour costs,
Of course, labour costs would vary
very little, because you have the same
number of men. You may however be
working a little over-time in a double
shift but that is not very negligible in
‘terms of costs.

Shri Narahari Rao: The question
.asked was—why should there be this
-.excess in the final appropriation. Your
answer is all right so far as the original
appropriation is concerned. In making
the final appropriation you should have
taken into account all the reasons.
Your answer would ‘have been per-
fectly correct if the excess had been
over the original appropriation, but this
is over the final appropriation.

Shri F. C. Badhwar: One reason for
this is that, as you know, the bulk of
our stores are purchased for us through
andbther agency—an arrangement that
we do not like very much—but there
is nothing we have been able to do
about it for a number of years. Now,
for the cost of those stores. the debit
is nassed on to us by this particular
agency, We do not actually know the
exact implication of the increase or
variation in prices till we get the debit.
We have had cases where at the last
moment we have been landed with
very heavy increases over our esti-
mates pertaining to a couple of years
ago. We do not always know what is
:’h%uincrease in cost till we get the

e

Shri Narahari Rao: Haven't the
Shroff Committee made some recom-
mendations?

Shri F. C, Badhwar :Those that con-
cern the Railway Ministry only have
been adoptzd because we fee! that both
financially and in efficiency, they are
ci beneflt to us., But there are certain
recommendations wwhich concern an-
other Ministry on which complete
agreement has yet to be reached.

Shri V. P, Nayar: You generally
know this excess expendIfure only at
the time the Accounts are closed, or
do you have any machinery to know
the increase in expenditure as and
when they occur?

MINUTES OF EVIDENCE
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Shri N. C. Deb: We watch the actual
expenditure against the sanctioned
Grants every month. We prepare what
is called a financial review, and this
shows the actual expenditure up to
the end of the previous month, and
the Budget provision to the end of that
month. This review brings to notice
all excesses, and, if necessary, we
immediately appropriate funds if funds
are available; otherwise we come up
to Parliament for Supplementary
Grants. In this case, what actually
happened is that in the last month of
the year we had a lot of repair work
on locomotives. and carriage and
wagon stock, but in the modification
estimates which were prepared by the
Railway in the month of March, the
Railway did not foresee this and we
did not make full provision. That is
one factor. The other factor is that
there are some unpredictable expendi~
tures also. such as expenditure on
machinery. Now it is rather difficuit to
forecast the delivery of machin
which mostly comes from abroad. It
is impossible always, even at present,
to predict correctly the supply pro-
gramme or regulate the supply of
machinery. This also has caused an
excess over the final Grant. Of course,
we could have been more careful

Shri V, P, Nayar: It could have been
reduced from Rs. 26-47 lakhs provided
you were vigilant, as you say.

Shri N. C. Deb: lhe Railways pre-
pare their final estimate in the month
of March. Towards the ¢nd of the
month they coul'd have given us an
intimation about the progress of ex-
penditure up to the 20th March. If so,
we could have given a larger Grant.

Shri V. P, Nayar: Are you taking '
any action to prevent such things?

Shri N. C. Deb: Yes. We bhave taken
up the matter with the Railway con-
cerned as to why they dii not da it
in thig case. and tc wnat extent this
excess could have been avvuided. Each
such case is brought to the¢ notice of
the Railway administration. and
we see what imprvovements, can ‘be
effected in the next yeur,

Shri V. P. Nayar: How far are you
implementing? What procedural steps
do you take to prevent repetition of
such irregularities?

8hri N. €. Deb: In each case, we have
pursued and found out who is responsi-
ble, what is the difficulty in follewing
the correct procedure and how to
remedy the defect. I think that is al}
that we can do.

Chairman: The Committee is deter-
mined this time to end this muddle of
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lack of control in spending. We have
been watching this for the last two
years. The Auditor-General will now
ask one question.

Shri Narahari Rao: 1 am not going
to ask any questions. I only want to
make an observation that Parlia-
mentary control over expenditure,
especially Exchequer issues, will mean
mothing whatsoever if Departments
say, “we are helpless in matters of
excess and so on”, but if excess means
going on spending money in excess of
what the Parliament has granted, that
I think is a very serious offence. So
it is in the United Xingdom. I think
very soon steps will have to be taken
to put an end to all that sort of thing
if you are to have a system of Ex-
chequer control as in the United King-
qom. There have been difficulties in
Introducing the system in this country—
gocedural dificulties—but they have

be surmounted and those are engag-
ing my attention, But something will
have to be done to stop this. You just
cannot go and say: “Sorry, we drew
Rs. 30 lakhs more than what vou had
granted”, No Parliament will stand it
when they come to know their res-
ponsibility and constitutional implica-
tions. I want to tell my friends there,
because it is a thing which affects you
and me particularly, because we have
to put our heads together to put an
end to this, This is only a statement
I am making. I am not minimising the
difficulties and the defects in the exist-

» ing system. Those things are possible,
but it is a serious matter which requires
very scrious consideration.

Shri F. C. Badhwar: Mine was a very
practical difficulty. I am sure, you will
appreciate it. You take a unit like a

+ Railway administration. For all practi-
cal purposes it is a large commercial
organisation.

Chairman: This we will discuss to-
morrow. We are going to discuss it,
and you have also placed some docu-
‘ments at our disposal. Let us not draw
general conclusions from this parti-
cular individual case, The case stands
that excess is spertt than is budgeted.
Tl';‘alt is what the Auditor-General
said.

Shri Narahari Rao: I hope there is
no disagreement on that point, wviz,
that whatever Parliament has granted,
you must keep within that. We have
got to do that. I am only drawing
attention to the importance of all of
us ooncentrating on this thing and
deviking ways and means of prevent-
ing your drawing anything. more,

Shri F., C. Badhwar: 1 comboletely
agree with the Audjtor-General that
expenditurc nop sanctiqned by Parlia-
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ment must not be incurred and should
never be incurred, but, Sir, as I said,
the Railways have so many responsi-
bilities to discharge. If you are going
to be content with giving a lock
grant and tell the Railways: “This
year you must not spend more than
this amount”, and leave the details to
it, then there is something in the con-
tention that the Railways must be held
responsible, but otherwise there are
certain practical difficulties that have
to be recognised. For instance, when
there was a famine in Bihar, we had
to rush about 100 engines from the
South and the West, and thousands of
wagons. Look at the working expenses
of that Railway serving Bihar during
that year. Can you blame it for ex-
ceeding its original estimates?

Shri Narahari Rao: Those would be
matters to be taken into account in
determining the form of control, the
form of the grant and so on.

Pandit K. C. Sharma: Has expendi-
fure increased due to new machinery
imported, the need of which you could
not foresee?

Shri F. C. Badhvar: In respec. of
machinery, we find from experjence it
takes 24 to 34 or even 4 years to get
the machinery indented for Rai'ways
do not buy direct.

Pandit K. C. Sharma: You mean to
say that machinery already ordered
may arrive and therefore expenditure
increases?

Shri F. C. Badhwar: Yes. Secondly,
we could not be sure of its price.

Pandit K. C. Sharma: The price
factor will not {ake the sum to such
a large extent.

Shri F. C. Badhwar: The price of
some machinery hag gone up three
times in the last four years.

Shri V. P. Nayar: When you place
an order, and bhefore the time of
delivery, does the price go up?

Shri I C. Badhwar. Yes it some-
times takes over a year actually to
place the order.

Chairman: The intention of the
Public Accounts Committee is to make
the Government and the Ministries
concerned Budget-rhinred, and if
your budgetary control is not accu-
rate, naturally it will find a place in
our next report, but you have to take
serious notice that under the Sovere-
ign Government of India, no licence
or liberty will be allowed to any
Ministry, however authoritative, You
are controlling Rs, 800 crores of capital
expenditure, and Rs. 300 crores of
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revenues, and if you set a good exam-
ple, the Posts and Telegraphs will
follow suit and so will the Ministry of
Production. We must pool our brain
resources as to how to minimise this
kind of thing. That is what we are
attempting—not today, but for the last
two years we have been attempting—
and this year we will go into it in
.detail later. You will please appre-
ciate what the Public Accounts Com-
mittee wishes to alm at.

Grant No. 3: Revenue—Miscellane-
ous Expenditure.

[Page 7 of Railwa Audit Report,
1951{.

Shri M. L. Dwivedi: If you will per-
mit me, 1 want to ask one question. I
want to draw attention to Page 7 of
the Report, item No. 3, in which
Rs, 2:37 lakhs (East Puajab Railway—
Miscellaneous  Establishment), and
Rs. 108 lakhs (Eas+ Indian Railway—
.Surveys) have been shown. “The aon-
provision of arrear charges relating to
the previous years, even at the final
-estimate stage, indicates not only
defective budgeting, but also lack of
proper watch over expenditure by the
spending units.” I want fo know what
action is being taken in this connec-
tion for the future.

Shri N, C, Deb: In ihis particular
-case, it was a mistake on the part of
the E.P. Railway—a definite mistake,
.and there was also some confusion. I
shall explain how the cenfusion rrose.
The debits for 1948-49 were received,
but they did not know that 1849-50
debits would also be received. They
imade provision for one year, and not
for both 'the years.

Chairman: In the East Punjab Rail-
way, your General Manager is new,
the Financial Adviser was also new.
It was a new Railway carved out of
‘the N.W. Railway. You had 24 years’
-experience. It does not bring credit to
the General Manager or_the Financial
Adviser and Accounts Officer. If you
«an realise it, Shri Dwivedi would not
ask questions,

Shri N. C. Deb: We not only
warned this Railway, but we have
brought it to the notice of the other
Railways also, poiniing out that such
‘mistakes shou'd not recur.

Shri V. P. Nayar: What do you do
in the case of suchr mistakes?

Shri N. C. Deb: If wo car pin down
the responsibility on any individual
gei;:on, we will take action azainst

Shri V. P. Nayar: Has it been possi-
‘ble in this particular case?
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Shri N, C. Deb: A thorough enquiry
was made and a report was..

Shri M, L. Dwivedi: Papers come
from the Accounts Clerk to the highest
official in the Railway, and I think it
is the responsibility of the highest
official to look into the matter.

Shri N, C. Deb: Quite right.

Shri M, L. Dwivedi: You can pin-
point that Officer in ~harpe of the
Railway and find out why this happen-
ed.

Shri T. N. Singh: 1 was suggesting
a discussion on two points, viz. (i) pin-
pointing the blame, and (ii) where
there has unnecessarily been excess
expenditure, they should be taken up
separately, .and all problems of a
similar nature, may be taken up to-
gether.

Chairman: We will take it up to-
morrow at about 12 O'Clock.

Grant No. 5: Paragraph 9 (Contd.)

Shri 1. N. Singh: In regard to the
question just now raised by my friend
Shri Ranbir Singh Chaudhuri in Page
9 you have shown these expenses
against maintenance of locomotives,
maintenance of carriage and wagon
stock and other expenses. Are these the
three items under which the expenses
have been shown? We find that the
excess has been due to stores orderved
and received for which more payment
had to be made. There must be two
accounts, Stores Accoynts, and Main-
tenance Accounts. May I know when
such orders are made and stores or
other spare parts are received, whether
they are debited to Stores Account or
to Maintenance Account?

‘Shri N. C, Deb: Stores which we re-
ceive for stock purposcs are debited to
Stores Account. Bu‘ if w. draw ‘rzm
these stores and utilise such stores in
the actual work of maintenance or any
other project, then they are debited
to the Maintenance or the Project
Account. .

Shri T. N. Singh: So that means that
these expenses relate to amounts
drawn from the Stores Account and
not to amounts received from outside?

Shri N. C. Deb: All stores received
from outside will also have to pass
through the Stores Account. .

Shri T. N. Singh: If you say that
the excess expenditure was due to
parts being received at a higher cost
or more goods arriving all of a sudden
after a lot of shipping difficulties, then
that is understandable, But if you
draw certain godds froni the stores for
maintenance of locomotives which are

J4n commission, then that is a thing
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which is normally done. I want to
krniow as to whst actually these
amounts relate to.

Shri N. C. Deb: I shall explain this
point. In 1949-50 our repair work was
very much held up on account of shor-
tage of spare parts. We even sent a
Purchase Mission outside for getting
spare parts to repair our carriazes and
locomotives, as we did not have sfle-
quate spare parts in stock. It has
happened many times, that we
had to procure these parts from the
market either in India or outside for
immediate use. In such cases, the
immediate purchase price does aflect
the repair costs and that might have
caused the excess in this case.

Shri F. C. Badhwar: At this period
we were leading a hand-to-mouth exist-
ence, when the spare parts had hardly
time to collect dust in the stores
department, but were issued for im-
mediate overhaul or repair or for
maintenance purposes. The rate at
which they pass through the stores
depot is so fast that these two heads
of accounts that the hon. member has
referred to are hardly in operation.

Shri T. N. Singh: Mr. Chairman, the
information that has so far been given
does not satisfy me. The large balances
in the stores, the actual lack of them
when the question of utilisation comes,
living from hand-to-mouth, et¢.—these
are all things which should be examin-
ed in further detail before the Com-
mittee can come to a right conclusion
on this point. It is not merely a ques-
tion of certain parts being received at
a particular time and at a particular
rate. Underlying this are certain other
factors which need examination.

Chairman: I would suggest that we
take up this matter temorrow at
12 noon, after all of us have gone
through the Shroff Railway Stores
Inquiry Committee Report of 1950-51.
We can have a useful discussion to-
morrow, when the Department can
throw light on what they are going to
#Ho to check such irregularities during
the current year, and how far things
are improving. As we mean to go into
this stores irregularity in a much more
detailed manner, we shall take it up
tomorrow.

Shri Vallatharas: At the end of
‘page 9 of the Audit Report, there is
an .observation:

“A large part of this heavy
excess could have been possibly
avoided if the Railway Adminis-
tration had closely reviewed the
position in ‘tonsultation with the
Stores Department of the Railway
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at least in early March and taken
into account at the time of final
estimates the increased cost of
stores and the progress in the
receipt of materials towards the
close of the year.”
I would like to know whether the
Railway authorities agree with this.
view or differ from it. If they differ,
what are the reasons for their doing.
s0? In the previous Audit Report also
great stress has been laid upon this
check being exercised periodically at
regular intervals, with a view to pre-
venting these excesses. I consider that
this opinion in the Audit Report should
have very great weight at this time.
Whalt1 ih,nve the Rallway Board to say
on this?

Shri N. C. Deb: The Stores Depart-
ment is also a part of the Railway Ad-
miaistration. As I .iave alread, said.
}veu actually review the bnsitior cace-
ully.

Shri Vallatharas: Have you reviewed
in the current year?

Shri N. C. Deb: Yes, we have review-
ed. The first review is made in the
month of August. There is a monthly
review also, as I have already explain-
ed which is a financial review made by
the department concerned in consul-
tation with the Financial Adviser and
Chief Accounts Officer, and is examined
by the General Manager along with
the Head ~f the Department concerned.
The secund review is made in the
month of November, called the revised
estimates. 1'he third is in the first week
of March calied the first modification.
The finar and fourth review is made
from the 20th March to the 31st March
wt.wivhich is known as the final modifica-

on.

These are the varlous reviews that
are made by the Railway Administra-
tions. In this case, the review was
done in early March, but the point
was not carefully dealt with in the
final review towards the end of March.
To this extent I agree,

Shri Vallatharas: What steps have
you taken to avoid such excesses, and
how far have you succeeded in avoid-
ing them?

Shri N. C. Deb: I think the Auditor-
General will give a report on the Rail-
ways' work in due course.

Chairman: In the overall control of
the financial matters, the Auditor-
General has in mind the financial
credit of India as a whole. 1t the
Railway Board or any other Ministry
thinks that they can spend the block
grant in any way they like provided
they do not exceed that, then I must
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say that such an approach is not a
correct one. The approach should be
that there should be economy as far
as possible. Though wé are going into
past Accounts, our main aim is to see
that there will be economy in the cur-
rent year; and our chief object is to
see that there is adequate control over
gle expenditure of the Budgetary
rant,

Pandit K, C. Sharma: Is there any-
thing to show that there were any
goods which were not ordered before
the Budget year, or which had not
fallen within the purview of the pro-
gramme of the ilways, but which
were added later on?

Shri F, C, Badhwar: I think mnst
of these stores were imported. To
come to the Chairiman's oint.
there is a very important tfactor
regarding the expenditure incurred
on locomotives and reiling-stock.
Every anna of it is 1evenue earn-
ing. These carriages, wagons and
locomotives, if they are out of use due
to delayed repairs or lack of spare
parts. are a dead loss to the nation.
I quite agree that there should be no
budgetary excess, but in this case, we
should approach this question from the
wider aspect. Our intention is to carry
more traffic for the country.

Chairman: My point was this, The
Financial Commissioner of the Rail-
ways is there to help the Finance
Ministry by keeping a watch over
excess or low expenditure. If there
has not been a proper appreciation of
the duties, then that is certainly some-
thing serious. I am not blaming any-
body in particular. My point i{s that
there should be perfect co-operation
between your Ministry and the Finan-
cial Commissioner. If there 1is an
excess, then certainly it results in an
embarrassment to the Finance Ministry.
On the other hand, it is the primary
duty of the Ministry to help the Fin-
ance Ministry by maintaining a proper
watch over these things.

Acharya Agarwal: As has been
pointed out by the Auditor-General,
these cases oniy show that the control
of Parliament over the expenditure is
yet not tight. Whether they are able
lo pin-point some Officers and what
action they have taken we would like
to know. But may I know when the
Auditor-General hopes to prepare a sort
of revised budgetary control policy?

Shri Narahari Rao: I think we had
better discuss that in a general meet-
ing, because it is a matter that arises
over the whole fleld of Exchequer
control, And that again is linked up
with the separation of Audit from
Accounts,
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Acharya Agarwal: But I would say,
to us it is very urgent, because here....

Shri Narahari Rao: I spoke about
this matter at the preliminary meeting
of the Public Accounts Committee last
time and I think I also spoke about it
to the Parliamentary (Group. I have
indicated sufficiently clearly there and
at the moment 1 have just put twn
Officers on Special Duty—I have not
done it but I hope to do so in another
two days—to thoroughly go into the
whole matter of simplifying Accounts—
and Accounts have to be simplified on
the Civil side also—and see how we
can implement those portions of the
Constitution which relate to Exchequer
issues. It is a matter which is very
complex. In fact, I hope to put for.
ward concrete proposals for an Audit
and Exchequer Act as in the United
Kingdom which will make it possible
to control Exchequer issues, i.e., the
Reserve Bank of India will not honour
cheques beyond certain limits.

Acharya Agarwal: Will this Public
Accounts Committee have an oppor-
tunity to discuss your note?

Shri Narahari Rao: It is a matter
which is being examined. I will have
to formulate proposals and consult the
various Governments, not only the
Union Government but also the various
State Governments, because money is
drawn from treasuries and so on. It
is a very complex matter. My direc-
tions are that before February this
work must be completed and I should
be given interim proposals as each self-
contained proposal has been formulated
so that we can take de~isions as we
go. It is a very formi..b’e problgm,
but I hope to find some answer,

Chairman: The Public Accounts
Committee is there to approach every
Ministry to implore them to see that
their Deparimental Heads are correct
in their expenditure and if any Officer
acts mala fide, take action against him.
These last three years we have examins
ed the Accounts and I think we have
succecded a good deal in compelling
Departmental Heads to come to quicker
decisions:. We find in the All-India
Radio. the biggest official has been sus-
pended. In the Food and Agriculture
Ministry two Officers are being pro-,
secuted. The Public Accounts Com-
mittee has its duly to Parliament and
the country, apart from seeing whether
the Ministries have been negligent and
careless. We have been very soft with
the Departmental witnesses. The Public
Accounts Committee can name the
particular persom in a Ministry who is
negligent of his duty and when we

ame him. Parliament must see that

is name is removed from the Services.
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Unfortunately, there has been a revolt
from the Services, particularly the
L.C.S. They say that they stand accord-
ing to their rights during the British
rule....

Shri Naraharli Rao: Will you permit
me, Sir, to intervene? I want my 1e-
marks to be taken as they are and
not considered more seriously than I
mean them to pe. These excesses have
occurred not only here but in various
other Ministries due to certain in.
herent defects of control, but there are
no mala fides. 1 must say that in fair-
ness to the Department. I wish to
make it clear that I do not want my
remarks to be misunderstood. There
are no mala fides whatsoever in these
cases of excesses. We might say there
has been very grave deflciencies of
procedure or defects of contro], but I

would not for a moment ascribe any

mala fides.

Chairman: I must enlighten my
colleagues on the Public Accounts Com-
mittee, The Public Accounts Committee
will be justified in naming persons who
are negligent of their duties.

Shri Narahari Rao: I am not taking
a service attitude, because T am above
all Services. I do not belong to the
Services. The moment I become Com-
ptroller and Auditor-General, I have
no politics, no service. I am free from
all that. I must be fair and if I am
not, my report is useless. In all fair-
ness to the Department, I must say
while they may be obstinate in accept-
ing mistakes—at times at any rate they
are so before the Public Accounts
Committee—there are no mala fides in
these cases. For instance, when adjust-
ments are made there is some defect in
the entire system of accounting in this
country. We are following a procedure
of accounting which was .introduced
nearly 100 years ago. We have only
tinkered with it. Governments have
not cared to pay sufficient attention to
the accounting system. They have not
listened to the Chief Accounts Officer
or even the Auditor-General when he
wants to make changes. Twenty years
ago, there was a very important Com-
mittee. Government was going ahead
with separation of Audit from
Accounts and if they had pursued that,
we would hot have any of these defects.
But in order to save a paltry sum,

* there was a reversal of policy and it
combined Audit with Accounts. You
do' not know the money that has been
lost long after. You have to rectify
these very serious defects, before you
take the administration too seriously
to task. I must also be fair.

Pandit K. C. Sharmb: I want a picce
of information as 1 share the anxlety
L]
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of my friend, Shri Agarwal. Is there
any provision made in Artic'e 149 Jor
the functions and powers of the
Auditor-General apart from what they
used to be prior to the commencement
of the Constitution? Article 149 envis-
ages that Parliament will make provi-
sion for the functions and powers of
the Auditor-General. Under these
powers and functions, the Auditor-
General will prescribe the form and
details of Accounts to be kept in a
certain way. I want to know whether
any provisions have been made under
that Article or......

Shri Naraharli Rao: In Article 149
the provision has been made. No new
provisions have yet been made. Article
149 defines the duties and powers of
the Comptroller and Auditor-(General
in relation to the Accounts of the
Un'on and of the States and of any
otiuer authority or body as may be
prescribed by or under any law made
by Parliament and unu: such a law
is made. he shall perform such duties
and exercise such powers in relation
to the Accounts of the Union and of
the States as were conferred on or
exercisable Immediately before. These
were regulated by Orders-in-Council
made under the Government of India
Act and the Accounts Order of 1938
made by His Majesty-in-Council laid
before both Houses of Parliament and
these were adopted in the Independence
Act. They continue to regulate the
functions of the Comptroller and
Auditor-General, They are adequate
enough for the time being; I have not
found any serious difficulty.

Pandit K. C. Sharma: The rules
ifor;n;ar]y laid down have been adopted
n toto.

Shri Narahari Rao: That is not ade-
quate at all for purposes of giving effect
to Exchequer control, which is pro-
vided for in the new Constitution, and
Exchequer issues.

Pandit Munishwar Daft Upsadhvay:
We should concentrate upon ascertain-
ing facts from the Ministry; we might
talk -with the Auditor-General later.
There are so many points to be
gathered.

Shri M. L. Dwivedi: In connection
with the pin-pointing of any particular
person. the irregularities and many
other defects, we have to find out some
solution.

Chairman: I{ is the supreme privi-
lege of the Public Accounts Committee,
We will discuss among ourselves; there
will be one full day to discuss this.
We can mention that in our recom-
mendations to Parliament—particula 1y
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the attitude which has been develop-
ing among the Departments over the
Jast two years.

Shri M. L. Dwivedi: I have got a
case here, in page 37 of the Audit
Report. They say the responsibility of
the various officers for these irregulari-
ties was investigated by a high level
executive committee and one of the
officers resigned while his explanation
was under consideration, and the
resignation was accep'eqd

Chairman: When they reach their
conclusion, they should let us know of
it. If we do not approve of the punish-
ment meted out, we will make our
statement.

Shri M., L. Dwivedi: We have to
come to certain conclusions in this
connection so that the Ministries in
future may know of them.

Chairman: We will take a decision.
We do not want officials to be guilty
of misconduct.

Shri M. L. Dwivedi: I want to say
that some sort of instructions should
be laid down so that when a person is
found to be pguilty, he should not be
let off easily.

Chairman: That has been the British
tradition and they are following it.

Shri V. P. Nayar: Again and again
the representative of Government
admits mistakes—in accounting and all
those things. I want to know whether
any action has been taken in respect
of those cases so that we can decide
upon....

Chairman: Let us come to concrete
cases. We will judge upon them.

Shri V., P, Nayar: There are already
two concrete cases in which he was
frank enough to own his mistakes. We
are examining the Accounts of 1949-50,
We won't be able to do it again. Let
us know what departmental action has
been taken.

Chairman: General questions we can
ask in Parliament and the Minister is
there to reply. Let us come to concrete
ca:es. as Shri Dwivedi just now pointed
out.

Shri V. P. Nayar: I would not have
asked this but for the Auditor-General’s
remarks on mala fides.

Shri Narahari Rao: In this particular
matter.

Shri V. P. Nayar: It may be mala
fide or not. There is, for example, an
item in page 11, last paragraph, re-
garding Railway Board. It has been
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brought to our notice by the Audit
{ig&ort. The amount involved is 92:62
akhs.

Chairman: That is the next item; we
will come to that.

Shri Vallatharas: We can take ques-
tion after question.

Shri V. P. Nayar: I would not have
asked so but for the fact that the
Auditor-General has said that *he did
not say anything about the Services,

Shri Narahari Rao: Sir, I must be
fair to all. I do not hold any brief for
or against the Services. I do not be-
long to the Services either. Therefore,
you can expect me to be impartial. An
incidental remark should not be jnter-
preted this way.

Shri Ranbir Singh Chaudhuri: Shri
Badhwar in the very beginning told
us that the excess was due to repairs
of more locomotives, wagons and
carriage stock. I want to know
whether these repairs were pending
since long or they occurred in that
very year. If they were pending for
long. I want to know whether a part
of the excess expenditure is due to
the fact that the spare parts imported
were not indented for earlier when
the prices may have been more
favourable.

Shri F. C. Badhwar: On this particu-
lar Railway, the B.B. & C.I1., overhaul
and repairs to locomotives, wagons
and carriages were very heavily in
arrears and it is so even now. Suppos-
ing a locomotive is overhauled every
four years, there is a regular prog-
ramme for each workshop that ovet-
hauls locomotives, that it wil! do so
many a month. When these program-
mes are in arrears there are always too

many engines awaiting repairs and °
therefore out of service. This
arrear of engines awaiting repairs

is a progressive thing; they form into
a kind of queue when you cannot use
them. You take so0 many from the
front, repair them as fast as you can,
and then those behind in the queue
also move up for repairs. It i a
continuous process. On this particular
Railway very little headway was made
and the position is unsatisfactory even
today: they are very heavily in arrears.

That will answer %p_t_n‘t of your
question, namely, that some of the
engines repaired during this period
were overdue for repair and should
have been repaired earlier. Now, in
their endeavour to overtake arrears
they had to work faster. I am digres~
sing a bit, but the position has been
so bad on this Railway and one aor twu
other Railways that we have had tu
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rationalise our complete . worksho
facilifies. In other words, if the B.B. &
C.I. Railway cannot deal with all these
engines we arrange that some of them
should be farmed out to an adjoining
Railway which is working a little
faster. Also if B.B. & C.I. Railway
could do more it would be given more
10 do. That explains the engines and
wagons repair position.

The stores side is this. We have
been short” chronically of certain
spares for both locomotives and wagon
repairs. For instance, today we are
short of steel plates. Not only is our
repair position affected but the very
manufacture of wagons in India today
is being held up because there is no
ot3el in the country. When there is a
shortage and there is a steel control
to look after it, there is nothing an
individual consumer or an industry or
a Ministry can do to get these stores
quickly. We could not have foreseen
the shortage and we could not have
met it if we had foreseen it. This
excess is partly due to more units
being repaired and partly due to the
higher cost of spares. That is the way
it can be explained. It is not something
we could have foreseen and prevented.

There is another factor. The Auditor-
General—he may not belong to a
Service now—has very vast experience
of administration. Our v;a:iystem of
budgeting, if I may say so with all dye
respect to Government, is rather arti-
ficial. Suppose 1 am the Manager of
the Chittaranjan Locomotive Works
and Government ask me to manu-
facture, say, ten locomotives, and sup-
posing I give them an estimatéand say
under such and such conditions these
ten locomotives will cost Rs, 50 lakhs,
then there are certain factors to be
taken into consideration. We know
“that it takes anything between 2 and
2) years to manufacture a locomotive.
That is, the total cost of that job will
be spread over three financial years,
I can give an accurate estimate saying
that for these 10 locomotives I must
be given so much money in the first
year, so much in the second and so
much in the third. My budget allot-
ment is usually made accordingly. But
I cannot control all the subsequent
tactors. I cannot control the supplies of
materials and I will have to carry for-
ward a certain amount of the sanc-
tioned expenditure every year. That
is a factor which we in the Railways
bzv# been up against in respect of
projects which extend over more than
one financial year. In this particular
case you will find that though more
locomotives were repaired in one year,
naturally they would not hive to be
repaired again next year There are
great cnmplications in working exactly
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to the present system of budget allol-
ment because of the time factor. Un-
fortunately, we also have a system of
lapsable funds. If your Budget Grant
is not spent by a certain date it lapses.
We cannot possibly permit anybody to
spend the money that is allotted to
them except with great economy. If
for some reason stores are delayed or
the detailed estimates are not quite
ready or there is an advantage in not
spending it at once, naturally it lapses
which means more money is required
next year. It would, in my opinion, be
a much more realistic arrangement if
we were to follow the procedure

- followed in large enlightened commer-

cial concerns. When they have a pro-
ject they earmark money for it. When
i+ man builds his house he alsp puts
a certain sum aside and if the expendi-
ture varies from month to month, or
he cannot get his doors and windows
this year, he carries the amount for-
ward to the next—it does not lapse. But
under our system of allotment funds
are lapsab'e and that is another reason
for variations in expenditure and
budgeting every year. :

Chairman: I think that should satisfy
you, Shri Chaudhuri. Now we wil!! go
to the next question.

Shri T, N. Singh: If you look at
rage 10 of the Audit Report you ill
find that certain tariff rates were fixed
for carriage of railway materials but
in making estimates by the various
Railways this change in tariff rate was
not taken into account with the result
that there were discrepancies in the
estimates and the actuals. We would
like you to explain as to why it was
not possible to account for the change
in the rates; when the Railway Board
itself had made the change the Rail-
ways could easily have carried out the
changes in calculations. Why this
failure?

Shri N. C. Deb: This failure was due
to reasons which I may exolain. ¥rom
the 1st April, 1949, the tariff rates for
carriage of railway stores were revised.
The Budget for the year 1949-50 was
prepared in the months of November
and December. 1948. Originally railway
materials were carried at the rajlway
material concession rate whirh wae a
fixed figure, uniform for all classes of
railway materials irrespective of the
nature of the material But with the in-
troduction of the turiff rates different
rates were applied for difTerent
classes of materials. It was very difi-
cult to ind out what was the incidence
of increase on each class of material.
We had no data, we had only the
actuals for 1947-48 at that time, and
that too not for complete 12 months
but only for 8 months; as the new
rates, say. for coal were introduced
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only a month or two back we could
not calculate what would be the freight
charges according to the new rate.

Chairman: That means a special
system of estimates for yourself. Be-
cause you are the masters you can do
anything you like.

Shri N. C. Deb: In this particular
case we based our estimate, on the
actualg of the previous year,

Shri Narahari Rao: That explains
all right the variation between the
original estimate and the actuals, but
not between the final estimate and the
actuals. The main criticism is against
the flnal estimate: at that time you
fhould have known what was happen-
ng.

Shri N. C. Deb: The same explana-
tilon would apply to the final estimates
2lso,

Shri Narahari Rao: That only shows
that you were not in possession of pro-
gressive actuals.

Shri T. N. Singh: When the rates of
three or four months were available,
You could have worked out at least to
approximation,

Shri N. C. Deb: It was in the month
of November 1948 that the Budget was
prepared., These rates were introduced
only from the 1st September 1948 in
respect of coal and from the 1st April
1949 for other stores. By the time the
Railways framed their estimates,
hardly one month had passed and the
Accounts of that one month were not
available at that time.

Chairman: At any rate, we are not
satisfied with your explanation. What
we are anxious about is to safeguard
the future, If you &nd the Public
Accounts Committee gcp-operate, the
future will be very bright and clean.
The Railway Finance Commission,
with a budget of Rs, 300 crores, should
set an example of bright budgeting
and brighi expenditure. Why should
I blame the Finance Ministry when 1
find that the Railway Ministry are so
very bad?

The Railways, as your Chairman told
us. are a commercial undertaking and
should serve as a model for the other
undertakings. You have got a good
number of accountants. Aayhow, we
are not satisfied with your explanation.

Grant No. 8. Revenue—Working Ex-
penses—Operation other than
staff and fuel.

[Para. 11(viii), Page 15 of the Railway

Audit Report, 1951.]

Shri M. L. Dwivedl: Can the Rail-
way Board explain why the Rallway
Administration failed so conspicuously
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to make any provision at all for the
special expenditure in connection with
the Kumbh Mela, and to provide for
adequately in the final estimates. The
incident shows gross neglect even in
routine anticipations of important
seasonal requirements of the public.

Shri F, C. Badhwar: This is just
my recollection. Due to the gathering
of a large number of displaced persons
in that area and its possible repercus-
sions like communal, trouble, there was
a suggestlon that they should ‘play
down’ this mela, or not hold it. The
suggestion was not accepted; but I
have a recolléction that there was a
talk of trying to avoid the Kumbh
Mela due to these factors. Still that
does not excuse the Railway for not
making provision for it in time.

The United Provinces Government
also felt that we should go slow with
it and I remember there was an Ordi-
nance that everybody should get inocu-
lated. This was resented to by some
orthodox people and the estimate of
the Railway was that it would not be
a big Mela in consequence due to many
absentees. I am afraid I am only talk-
ing generalities. There had to be a
Kumbh Mela and the Railway should
have provided for it.

Shri N, C. Deb: We had made an
estimate of the stores required for the
temporary works, These estimates
were prepared in consultation with
the Special Mela Officer of the
U.P. Government. Ultimately it
so happened that we had a larger
number of passengers than we
had originally anticipated agd had to
put up a larger number of temporary
sheds for their accommodation. More-
over for attending to the needs of the
pilgrims we had to get a larger volume
of stores for sanitary and other
arrangements and these two factors
cautse this excess over the final esti-
mate.

Pandit Munishwar Datt Upadhyay:
But the fact remains that no provision
at all had been made in the Budget
for this Mela At least the Board must
have been aware of part of the re.

quirements, if not of the whole
requirements.
Chairman: Did the Railway Board

complain to the U.P. Government for
their having given you wrong infor-
mation, as a result of which you had

to incur heavy expenditure at a later,

stage?

Shri N. C. Deb: There was constant
consultationd hetween our Divisional
Sugerlntendent at Moradabad and the
U.P. Government.

[Railways
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Chairman: That means your Officers
at the bottom {failed; perhaps they
were non-Hindus or were not aware
of the requirements,

Shri N. C, Deb: They were perhaps
al' Hindus and also knew, as far as
possible, the requirements of the pil-
grims. But later on a larger number
of pilgrims than anticipated originally
came to the Mela.

Shri F. C. Badhwar: I think we
have to accept that it is an omission
on our part,

Shri Narahari Rao: Evidently there
was failure both on the part of the
Railways and on the part of the U.P.
Government Special Officer.

Shri S. N, Das: May I ask whether
the various Railways prepare any
calendar of the Melas for which special
arrangements are required to be made?

Shri M. L. Dwivedi: 1 particularly
remember one section of the Central
Railway, between Jhansi and Chitra-
kot, wher:= every Purnima (Full Moon)
there is such a large crowd that the
trains cannot accommodate them, and
several persons die or are wounded.
1 was stopping myself one day and I
found that the checking staff when
they came to the station, suspended
their activities, and in the meanwhile
all the persons got into the trains with-
out any tickets, and  there was so
much crowd that the Railway could not
control it. But if it is once or twice,
1 do not mind. But it happens every
time, and no arrangement has been
made for the pilgrims.

Shri 8§, S. Vasist: I think this is a
different aspect a'together, relating to
the comfort of the passengers, and has
nothing to do with Railways making
provision in the Budget. It relates to
more accommodation being made avail-
able. We have pointed to the State
Governments and organisations con-
cerning Melas that our resources are
very limited at present. If we bring
stock from any other place to provide
accommodation for all the pilgrims, we
shrall be putting passengers in those
other places to inconvenience All the
same, we do make temporary arrange-
ments for these big Melas and bring
stock from all over the country. For
instance, for the Kumbh Mela, we had
to bring stock from the South—Trivan-
drum, Bangalore and Madras—-and
other far-off places in the Broad gauge.
But as far as the Purnima Mela at
Chitrakot is concerned, that is a very
minor affair. We cannot bring three or
four rakes from Amﬁ'_l place just for
one day or one evening. We have. not
got the resources to run special trains
Tetween Allahabad and Chitrakot or
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Jhansi and Chitrakot at present. When
we have the spare stock at Jhansi,
certainly we can look after the Mela
better. At this time, we can only state:
that whatever is physically possible to-
do, we will do. We warn passengers
that when they go to Chitrakot, they
must know what inconvenience they
might be put to, but the person who
wants to go, does go.

Chairman: His question is similar,
but you "'might answer Shri T. N.
Singh’s question,

Shri 8, 8. Vasist: The Railway Ad-
ministrations are fully aware of the
important Melas, the dates, the time
and the places where they are to take

place every year, and they are
always in very close touch with
the local civi! authorities in that
regard. In thez case of the more
important Melas, there are joint
committees in which the Railways
and the Civil authorities are re-

presented from time to time. Public
bodies concerned are also consulted,
and action is jointly recommended by
these committees. Then it comes to the
Head of the Department or the Rail-
way Administration, and they see that
whatever is ossible is done. For
instance, take the case of this parti-
cular fair which my friend has men-
tioned in connection with the er-O.T.
Railway. We were asked to provide
30 rakes, and we could not provide
even one. Anyway, the fair took place
and passengers came and went. We
may not perhaps be able to provide 30
rakes for metre gauge for such occa-
sions even during the next five years,
and if, in spite of that, people go to
fairs, they are most welcome. We do
all we can possibly do, and we cannot
prevent them from going to the fair,

Shri Vallatharas: But when such
Melas take place, I see special adver-
tisements in the Railway stations.
When you feel diffident....

Shri S, S. Vasist: We are not pub-
licising any fair to attract pilgrims. If
we possibly can, we at present dis-
courage pilgrims, When we know
certain traffic must offer, we make
arrangements, and we simply tell the:
public what arrangements only are
being made, more from the point of
view of letting them know what
?rrangements are not possible for

hem,

Shri S. N. Das: I want to know
whether any efforts are being made to
dissuade persons by saying that no

tickets would be sold. ’
Chalrman: Today we have got a
Central Administrative Committee

whose primary function js, I under-
stand, to consider all the n}:las and the:

“-comfort of the travellers. And if they
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do not function, the Public Accounts
Committee cannof do anything because
it is not a Budget question, it is better
if our Railway Standing Committee—
I don’'t know if it exists—is more
alert. I am recording this so that they
may read our evidence, and must do
their duty.

Shri F, C. Badhwar: Each Railway
has a committee of representatives of
Railway users, representatives of the
State Governments and other interests
to advise the General Manager in res-
pect of such things, in respect of train
timings, time-tables, etc. There are
standing committees.

Shri M. L. Dwivedl: Can’t we enforce
measures to event ticketless travel
on such occasions?

Shri S, S, Vasist: The Railwayg are
doing all that is possible to prevent
ticketless travel not only on these, but
on all occasiong

Chairman: They have done very
well in this respect., Let us go to Page
36, Para. 19.

Shri Vallatharas: I want to make a
suggestion, in connection with the sub-
para. in Page 11 which we have been
considering. Because there was no
original provision in the Budget,
through there was time enough to make
that provision, things had to be done
in haste when the occasion came;
there was thus occasion for waste of
money because the arrangements had
{o be made in haste without any pre-
paration before. So, 1 want to point
out that the Railway Department is
liable to be criticised when there is
waste of money by not including that
expenditure in the Budget, by resort-
ing to hasty measures when the occa-
sion came. So, I want to request the
Committee to appreciate the fact that
this is a circumstance in which the
Railway had wasted money. If they
had planned originally, they might
have done it with Jeisure, They could
have attended to it with some sort
of caution, but they have not done so.

Chairman: They have admitted that.

Shri Vallatharas: Omission i{s admit-
ted, but waste of money?

Shri F. C. Badhwar: I don’t think
there was any waste,

Chairman: The Committee will con-
sider in due time his suggestion.
.~

Shri F. C. Badhwar: We are 50
organised that to save interruptiuns to
traffic owing to floods, earthquakes and
various other emergencies, we carry
certain emergent stocks of material for
these temporary works on such occa-
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sions. We plan ahead, and we have
a regular system for dealing with
these emergencies. I maintain it is not.
likely to be a waste.

Chairman: We will discuss it in the
Committee.

Engineering Projects
[Page 36, para. 19 of Railway Audit
Report, 1951]

Pandit Munishwar Datt Upadhyay:
In Page 36, Para. 19, we find that a
number of officials had been responsi-
ble for a number of irregularities and
losses, and we find by looking at
Para. 18(i) that there were certain.
claims which could be avoided. That
is the responsibility of the Officials
who had to look into these claims,
Then we find that cement, steel and
furniture valued at Rs. 61,250,
Rs. 58,329 and Rs, 1,410 respectively
were lost through thefts and alleged
misappropriations. Delivery in such
cases was taken by unknown persons.
The steel was shown as issued to a
certain firm for manufacturing doors
and windows, but the materials were
not received and acknowledged by the
firm. Then we find that there were
serious difficulties in the maintenance
of Stores Accounts, and in the pro-
cedure for issue and receipt of stores
in the Stores Department. Further,
when we come to the next para., we
find that the detailed instructions for
the Stores accounting procedure to be
followed on_the project, both in the
Accounfs Office and in the Stores
Department, had been drawn up in
March, 1947, but the procedure was
not put into effect. The receipt and
issue notes which form the very basis
of the accounting system were not
sent regularly to the Accounts Depart-
ment. We go further when we find,
that the Departmental verification of
stores by actual count as prescribed
in these instructions was not actually
done. And then, another point is that
we incurred a loss of about Rs. 24,406
on account of petty thefts. It appears
that the theft cases were not properly
pursued. The Administration explained
that this was due to frequent changes
among the staff after Partition as well
as to the fact that the Officers were
busy in taking flnal measurements of
work done, despatching of materials to
Chittaranjan and dealing with con-
tractors’ claims. That is the reason
they assign for these irregularities
and losses.

What has been done with these
people? We find one of the Qfficers
resigned while his explanation was
under cohsideration, and his resigna-
tion was accepted, it is sald, as the
charges against him were not serlous.
His resignation was agcepted when the
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charges against him were being investi-
gated: And then there is the second
person to whom the Railway Board's
displeasure alone was conveyed; he
had been an Officer who was in charge
of the stores where we find so many
irregularities and losses; and then, in
the case of the third Officer, it was
decided that he should be reverted to
his substantive grade and debarred
from fugther promotion, but in view
of his having proceeded on leave pre-
paratory to retirement, it was decided
that no further action need be taken
in his case also.

What I submit is that in such cases,
some serious action should have been
taken against the conduct of these
officials. Instead of that, one of them
resigned, the other received only the
displeasure, and the third was reverted
to his substantive post. If even in such
serious cases and such serious loss of

ublic funds, when the persons are
ocated, no action is taken, then we
are encouraging corruption in the
Department. So, I would submit that
the Ministry should explain why no
serious view was taken of these irregu-
larities and losses, and why the
Officers were allowed to go so cheaply
and so easily.

Shri F. C, Badhwar: In this particular
case, Sir, the Auditor’s report rightly
points out that there were losses to
Government., As you know, we had
planned to put down the locomotive
works, before Partition, at Kanchara-
para. For various reasons, it had to be
moved from there and it had to be
moved quickly. Meanwhile, a great
deal of machinery and other stores
had accumulated and, as the report
brings out, there was a certain amount
of confusion in keeping the Stores
Accounts up to date and filling in the
right forms, and adopting the regular
procedure. Now, Sir, the background
of this is the Great Calcutta Killing.
Kancharapara is a suburb of Calcutta.
I make no excuse for these Officers.
We expect all our Officers to work
normally, whatever the emergency.
But we cannot ignore the human
factor. In this large stores depot,
apart from the actual manual labourers,
there were also others. Their attend-
ance during this period was haphazard,
and they were living under conditions
when their thoughts were concentrated
on their families., I agree that the
Government did lose money under this
head. When we heard of this, we took
such action as we could, but the pro-
ceedings were long drawn-out, and, as
far as I remember, we had a commis-
sion of inquiry. We issued charge-
sheets against the persons concerned,
and the whole proceedings dragged on
for about a couple of years. Some

4 .
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Beop)e. had gone over to the other
ominion, some had been transferred,
The English Officer mentioned here
and one or two other English Officers,
who might have made some contribu-
tions to the solution of this, left us
and went away. It was this kind of
atmosphere that was prevailing then.
I admit that there was some loss to
Government, we admit also the justice
and correctness of some of the Audit
comments.

As regards the punishment, we have
taken what departmental action we
could take against these particular
Officers. I do not quite see what more
we could have done in respect of any
of them,

Some of these Officers were high
Oﬂiqers. Shri Chopra was the Chief
Engineer, Shri Chatterjee was the
Deputy Controller of Stores.

The hon. Member's contention is
that the action should have been more
severe. Whatever action we took was
based on the recommendation of the
Committee of Inquiry, which included
the General Manager of the former
East Indian Railway. Then there was
the Financial Adviser and Chief
Accounts Officer also besides ,others.
They went into the evidence in detail
and recommended certain action. The
actual action that was taken was based
on their findings. I do not see how
we sitting in an office a thousand miles
away can go against such recommenda-
tions based on certain evidence. It is
a matter of opinion whether they
should have been punished more
severely, but there is this unfortunate
background to the whole thing.

Chairman: But there is no reference
to this background in the Audit
Report. I would like the Director of
Railway Audit to consider whether the
punishment that has been meted ou:
has been adequate in view of the
unusual conditions that prevailed,

Shri M. L. Dwivedi: But there is
another thing on which I want you
to throw some light. As regards the
payment to contractors, the Audit
Report says:

‘The nature of these claims had
no direct relation to the decision
regarding sudden stoppage of
work at Kancharapara and would
have arisen in any case. All these
claims went before the arbitrators
and as the arbitrators’ awards do
not indicate which claims were
admitted and which rejected, it is
not possible to say precisely what
was the amount admitted on these
counts.’
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The nature of the claims for loss
due to inferior quality of coal, damage
to kutcha bricks due to non-supply of
coal, failure to arrange for clothes
and rations, extra cost of transport,
extra cost of maintenance and repairs,
loss due to non-clearance of brick-
flelds had no relation to the decision
regarding sudden stoppage of work at
Kancharapara due to Partition; these
are all things which normally occur
due to mistakes on the part of the
Officers concerned. We have similar
cases with regard to other Ministries
also.

Shri N. C. Deb: The contractors put
in the.r claims before the arbitrator, be-
cause the Railway had not accepted
their claims. The cases therefore had
to go before the arbitrators according
to the terms of the contract,

Shri M. L. Dwivedi: I would invite
your attention to what occurs at the
bottom of page 35, where it is stated
that a scrutiny of these cases showed
that in two cases even claims relating
to items in respect of which the con-
tractors had filed ‘No Claim’ certificates
previously, were referred to arbitra-
tion.

Shri N, C. Deb: The contractors had
originally accepted payments giving
“No Claims' certificates in respect of
some items. But later on they put in
additional claims in respect of two of
them when they included these also.
We repudiated them when the case
went before the arbitrator whose find-
ing we had to agree to.

Shri Narahari Rao: There is no point
in including something in the claims,
items in respect of which no claims
were to be made. That was the mis-
take on the part of the Railways. That
shows the careless stewardship over
the financial interests of the State.

Shri N, C. Deb: The Railways on
their part were strongly opposed to the
inclusion of these claims. But when
the contractors put in their other
claims, these also were included by
them.

Shri M. L. Dwivedi: Have you done
anything to the particular Officer who
was responsible for this?

Shri N, C. Deb: We have taken up
the matter with the Railway Adminis-
tration. We do not however know
whether the arbitrator admitted these
claims or not in his award.

Pandit K, C. Sharma: Are not these
cases allowed to come before the
Courts of Law? The agreeing to these
arbitrators results in incurable cor-
ruption in these cases. I know of

case: rhere the contractors pay a part
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of the claims to the arbitrators so
that they may give a decision in their
favour. And the fact that the arbitra-
tor is a Railway Officer also leads to
some suspicion. I know of several
cases like this in the Defence Ministry
also. The provision regarding arbitra-
j::’onlfshould be deleted in the contract
itself.

Shri T. N. Singh: My impression is
that when this Kancharapara work
was started, the proper persons who
could have maintained correct accounts
and a contro! over expenditure were

not there. The case is something
similar to the Groundnuts affair in
England where a whole corporation

for the cultivation of groundnut crops
thhput any proper accountants or
cashxers_ Oor any experienced men to
do the job was set up. I would like to
be enlightened on this point, as to
who were the Officers who were in
charge of this and how much experi-
ence they had,

I think the Railway Board as a whole

comes responsible ultimately for
such ventures if they are started with-
out proper control over the expendi-
ture. I would like to know whether
the Railway Board had sent the proper
men to the place, and whether the
General Manager who was_ in charge
had ensured that, Otherwise how can
he come to a proper judgment over
the disciplinary cases when the initial
mistake itself was his own? I want an
explanation on this point,

Shri F. C. Badhwar; We asked the
Sen}or Accounts Officer as to why the
various checks that should have been
kept according to the rule in al! such
cases were not kept. His explanation
Is—he was in charge of this project
for about five months out of the six
months of the period to which this
refers—that the period was too short
compared to the magnitude of the
transactions and the vastness of the
project to allow any time for main-
taining all the detaileq accounts and
registers as required under the rules.

Shri T. N. Singh: Just a minute
before you proceed further. So the
work was started beforehand and the
reorganisation of the Accounts Depart-
ment was taken in hand after that,

as the work started first and the
accounting arrangements made after
the work started or before that? That
is a very vital point.

Shri F, C. Badhwar: The Seniar
Accounts Officer was posted there in
good time, at the right time. We did
not delay it. .

Shri T. N. Singh: Then how does the

question of flve months' time and re-
organisation arise?
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Shri F, C, Badhwar: I am not sdying .

about the period. It was roughly about
six months and the Senior Accounts
Officer was there for flve of these six
months, He maintains the period was
too short. He also refers to the situa-
tion in Calcutta and says it is not
possible for him to keep all these
registers under those conditions. That
is as far as his explanation is con-
cerned.’

Shri T. N. Singh: Are you satisfied
with it?

Shri F. C. Bahdwar: Personally not
quite,

Shri N, C. Deb: I would like to sup-
plement the information given by the
Chairman of the Railway Board, The
Senior Accounts Officer was posted in
good time and he was there for only
about six months. He was then with-
drawn as soon as the Partition ques-
tion was decided and he was put on
Partition work. But during this period
owing to the abnormal conditions pre-
valling in Calcutta he could not collect
more than six to eight men for attend-
ing to the entire work of the project
and even these six to eight men had
to come from Calcutta. He could not
find any in Kancharapara. There was
curfew for at least two or three months
during that period and it often hape
pened that even the Senior Officer was
absent from the office for five days
at a time. We extremely regret that
this has happened. We fully realise
that the Senior Accounts Officer did
not rise to the occasion. But these are
the circumstances which have led to
this situation. He was withdrawn for
more urgent work, then we put an-
other Officer; he was there for &« month
and then was replaced by another
_Officer. There were a number of
changes during that period which
could not be helped. But still we have
taken action against 3he Senior
Accounts Officer and Government has
expressed its displeasure against him.

Shri T. N. Singh: How is it that
similar cases have happened elsewhere
also? Take Chittaranjan. There also
the accounting was not proper and the
management was not efficient. How
does it happen that before an under-
taking is started, you do not have the
accounting, cash-checking and stores
arrangements well in advance? As a
matter of fact, these should precede
the starting of the undertaking.

Shri N, C. Deb: In Kancharapara we
could, not collect sufficient number_of
men both on the stores side as well as
on the accounts side. The Clrittaranjan
case is actually a projection of the
Kancharapara case. It was, so to say,
transferred there. .
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Shri T. N. Singh: So you mean that
the disturbances are not the point.

Chairman: Chittaranjan should be
kept apart from this. I do not blame
the poor Accountant or the clerk. It
gsl those who select who are responsi-

e.

Shri T. N. Singh: I am also not
blaming the Accountant.

Paadit Munishwar Datt Upadhyay:
Was the accounting as serious a thing
as the Partition itself?

Shri N. C. Deb: Whether it is as.
serious a problem as Partition itself.
I cannot say. In the wake of Partition
we had to do so many things. Here
this also was a big problem, i.e., the
shifting of the project from Kanchara-
para to Chittaranjan.

Chairman: When the Partition occur-
red I do not know what all difficulties.
were there.

Shri F. C, Badhwar: There was no
loss in respect of this. There was only
delay in sortigg out stores, etc,

Chairman: I am not very particular
aboqt the accounts clerk, but the high
officials have not behaved correctly.
This is my reaction. The Committee is
not satisfled with it and we will make
our recommendations. This Committee,
being the poor man’s representative.
are not particular about the accounts
clerk or whoever it is; we find that
the administrative officials have failed
to exercise their responsibility and all
these mistakes have occurred. We will
dlqcuss about it with regard to other
points tomorrow. I think we may let
it lie at that now.

Shri U. C. Patnaik: Before we
adjourn for tomorrow, may 1 ask the
Officers concerned to give us an idea
of the individual cases of disputes
between contractors and the Railway
Agmimstrations and the details there-
of?

.Chairman: Do not put a question
like the one that is put in Parliament
here. We have here the Audit Report.
We can take five or ten cases and

‘Pronounce our opinion,

Shri U. C. Patnaik: We will go into
that question. But 1 feel grateful to
Shri Sharma who has given us an
idea of the modus operandi in certain
Departments including the Railways
and Defence. We want to pursue it
to its logical conclusion.

Chairman: The Public Accounts
Committee cannot make them their

Secretariat, We can consult the
Director of Audit as to how mary
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cases are in dispute. He can help us
in understanding the gravity of the
situation, But if Shri Deb is willing
to help, we will be most glad. But
on your behalf I make this request to
Shri Rao, Director of Railway Audit.

Shri Narahari Rao: (To Shri Patnaik)
You mean how many cases are under
arbitration? That, as the Chairman
has said, is a qQuestion for Parliament.

Pandit K. C, Sharma: We want the
form of contract, the provisions with
re;{ard to arbitration, the amounts in-
volved and the number of cases.
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Chairman: In this case?
Pandit K. C. Sharma: Yes,

Chairman: I am sure Shri Deb will
kindly give us a note on the poifut.

time.

Chairman: Whatever is in the flle
now.

Shri N. C. Deb: It may take a little

[The Committee adjourned at 1-15
P.M. till 10 a.M. on Wednesday, the 3rd
September, 1952.]
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Chairman: Shri Deb, 1 thank you
for sending that statement. The
second thing is that you have sent a
letter stating that when the coal issue
is discussed you would like that re-
presentatives of the Ministry of
Production should also be present, and

that when dealing with purchases
made by India Supply Mission,
Washington representatives of the

Ministry of Works, Housing and Sup-
ply shculd be present. Now if these
purchases come under State Trading
wa can take them up on the 8th or
9th, the dates fixed for examination of
State Trading Schemes. We can
allow it to stand over till then and
ygu and Shri Badhwar can kindly come
then.

Shri F. C. Badhwar: [ had arranged
about ten days’ tour from tomorrow.

Chairman: Then Shri Deb will come
and Shri Vasist and Shri Nilakantan
also will come. As it is an inter-
Ministerial question I think it will be
better if we takeeit up on the 8th or
9th. You will be jinformed of the
time in due course. .

20

Now, coming to today’s business,
are you going to submit a statement
about Defence Ministry payments? You
said you will submit a note.

Vizagapatam Port*

Shri K. Sadagopan: Yesterday, two
points were raised -in ¢onnection with
the Vizagapatam Port. Let me first
take up the aquestion of terminal
charges. We have since been able to
study this flle and the facts briefly
are as follows. Under an agreement
which came. into force from the 7th
October, 1933 between the Port of
Vizagapatam and the ex-B.N.R. and
M. S. M. R. Administrations, the Ralil-
way Administrations were to pay to
the Port certain terminal charges for
terminal services rendered by the Port
to the Railways. I will give briefly
the salient points of this agreement.
These terminal charges were fixed at
4 pies. Subsequently the Railways
revised their terminal charges tp 8 pies
and 6 pies—8 pies where the loading
and services are rendered by the
administration and 6 pies where the
consignors themselves do certain ter-
minal services. The B. N. Railway
approached the Railway Board in
1950 for crediting the Port the full
terminal charges of 8 ples and 6 pies

*Page 372. Part II—-Detaxled Appro-
priation Accounts.
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as against the previous low rate of
4 pies. This was under consideration,
and the procedure in Calcutta and
Bombay Ports was also investigated.
Finally it was decided that from the
st April, 1851 the full terminal
charges collected by the Railway and
retained by the B. N. Railway should
be credited to the earnings of the Port
and this has been done from the 1st
April, 1951,

Shri 8. 8. Vasist: With your permis-
sion, Sir, may I just supplement the in-
formation given by Shri Sadapogan?
From the trend of questions raised in
the Committee yesterday it appeared
that the impression was that due to a
delay in determining the terminal
charges payable to the Port a certain
loss of money recoveries which we
otherwise might have recovered from
the public has occurred. If that is the
impression I might make it clear by
saying that it is just a question of
book transactions on the B. N. Railway
itself: instead of crediting the earning
from the terminals to tha Railway side
the earning will now be credited to
the Port side, and both these are ad-
ministered by the same Department.

Shri Narahari Rao: Then what you
said yesterday was incorrect? You
said that you had to settle this ques-
tion with various other interests. It
did not appear as if it was an inter-
departmental affair.

Shri S. S, Vasist: Where other ports
were concerncd similar questions had
arisen. For instance, in the case of
Madras the Railways were levying the
charges and the ports were also levy-
ing these terminal charges on the pub-
lic. That question also has been put
right. When I referred to various
other interests concerned, I referred
to other Ports like Madras.

. Shri K. Sadagopan: The second point
is this question of Rs. 8 lakhs due to the
ports from the Defence Ministry on
account of rent of land. In 1943 the
late War Transport Department, when
they were in control of the Vizagapatam
Port, decided to charge as rent for the
land leased to the Defence Depart-
ment an amount equivalent to the
annual valuation of the land, worked
out at the Government borrowing rate
of interest, on the capital value of the
land which was subject to an upper
limit of 13 times the acquisition cost.
After 1946 the Vizagapatam Port came
under the management of the Raijl-
ways. ¢ The question was whether in
accordance with the standard practice
obtaining on Railways we should

MINUTES OF EVIDENCE

[Railways

charge rent for the lease of this land
at 6 per cent. on the market value of
the land. This matter has been under
prolonged correspondence with the
Defence Ministry. The Defence Minis-
try wanted to pay only about 3% per
cent. or 3% per cent. according to the
Government borrowing rate, but we
on the Railway side insisted sthat we
cannot make any exception in favour
of Defence and our standard charge
was 6 per cent. according to the Engi-
neering Code of the Railway Depart-
ment. Ultimately, Sir, finding that
correspondence was not productive of
results we arranged a meeting with
the Defence Ministry in July 1951 and
I shall just read out to-you the settle-
ment that hag been reached.

Chairman: You only give us the
result. We can circulate the Memo-

randum.

Shri K. Sadagopan: The Defence
Ministry, after these inter-Ministerial
meetings, have agreed in principle to
pay us at 6 per cent. on the capital
cest. The B. N. Railway were accord-
ingly instructed to send bills tu the
Defence Ministry. The Defence Minis-
try raised certain questions of detail
about the bills which have been re-
ferred back to the B. N. Railway for
clarification. :

Chairman: Which Officer of Defence
is concerned with this? Is it the
Financial Adviser or somebody on the
Secretariat side?

Shri K, Sadagopan: One on the ad-
ministrative side. One Major Sethi
actually came along to discuss the guess
Question with us,

Chairman: Did you draw his atten-
tion to the prolonged discussion over
this between two arms of Government?

Shri K. Sadagopan: Yes, we have
stressed that point and they have also
agreed, with a view to closing this
long-outstanding case, to the enhanced
rentals in respect of the lands leased
to them at the rate of 6 per cent. on
the market value So far as the
principle is concerncd they have ac-
cepted it now. Certain details are
outstanding which shall be settled.

Chairman: We will take it up with
the Defence Ministry and tell them of
this prolonged delay on little matters.
We shalb make a note of it. So you
expect within this year the B. N.
Railway will receive the arrears?

Shri K. Satagopan! Yes, T can give
the Committee that assurance. '
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Assam Rail Link Project

Shri T. N. Singh: With your per-
mission, Sir, 1 would lke to bulk to-
gether most of the points raised in
the Audit note in regard to the Assam
Rail Link Project. If the Railway
officials will look at pages 37 and
onwards they will find that there is
one category of objections which
relates to tenders of this or that kind
of work. Tenders were in certain
cases npt called at all. In other cases
contracts were given according to cer-
tain schedule of rates filxed by the
Railways. A number of claims arose
cut of these contracts and many of
them were not justified. The system
.of negotiated tender basis was also
introduced.

We do reulise the difficult situation
then when th» Railways were asked to
-construct the Assam Rail Link in
record time. Personally, I would not
be very meticulous about these things.
At the same time we see no reason
‘why despite the urgency of the project
certain obvious things could not have
‘been done. There was enough time
for getting tenders as the Audit note
points out and it could have been done.
‘We would like you to clarify, in the
first instance, these points and we shall
put further questions later.

Chairman: The Auditor-General will
‘make certain observations and the
-discussions will be conducted on the
lines indicated by him.

Shri Narahari Ran: In order that the
Audit paragraph might be correctly
understood and appreciated, I wish to
say that we fully realise that the
Assam Rail Link was a matter of very
considerable urgency and national
importance and for that reason the
authorities concerned with the exe-
cution of the proiect had to be given
‘some special powers, in excess of
what they are normally allowed. Not
-only that, the powers permitted them
t> deviate from the strict rules relating
‘to tenders and so on. 1 am satisfled
‘that Government acted correctly in
-doing that, because the project was of
‘such urgency and natiorial importance.
On the whole, my Audit Officer says
that this is a project which deserves
commendation generally speaking.
So.- it should not be understood that
we are always trying to pick holes. At
the same time it must be recognised
that the relaxation of rules and grant
of special powers must always be
regulated by the requirements of each

. case. This should not be regarded as
a general thing which yott can permit
everywhere: That Is one thing. In
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spite of my preliminary remark, I
have to observe that there have been
a few cases of departure which could
not be wholly justified. Of course, [
do not want any general inference to
be drawn that on the whole there has
been a very serious failure.

Chairman: Before Shri Badhwar
replies, I want to impress on you, the
officials of the Railway Ministry, that
you should not carry an impression
that we are only critical of your faults
and not alive to the good work done.
The Public Accounts Committee seldom
gives certificates, though we gave one
to the Railways last year.

Shri F, C. Badhwar: As you Yyour-
selves have realised, time was the
essence of this particular work and cer-
tain pracedures very correct in them-
selves could not be followed because of
lack of time.

In that part of India local resources
and facilities are very limited. There
is also—I say this with great regret, I
do not mean to cast aspersions on any-
body—a noticeable inertia among local
inhabitants to get on to their to#s and
do .anything quickly. Now in a huge
project of this kind we found very
early that it was necessary to import
not only machinery, not only materials
and plants, but also reliable contractors
and labour. As a matter of fact
that was one of the major headaches
of a very competent engineer who was
in charge of this work., He was
building a very important line of
communications withou; baving any
adequate communications to feed him-
self with materials, etc,

Now, under these conditions, even
if it had been possible in certain cases
to go through the regular procedure
of tenders, I would ask you to consider
the exact implications, from the point
of view of time, of the procedure. In
the case of every project, the prepara-
tion of what we call tender documents,
drawings, etc., takes some time, Es-
pecially in a project of this kind, you
cannot do it in a few months. For a
major project it sometimes takes six
months or more to prepare tender
documents. Then you have got to
give 30 days or 90 days to reputable
contractors to study these documents
and make their offer. Usually the
wiser ones among them come up to
the site and examine the local condi-
tions. They sound the local soyrces
of supply of labour, local sources of
feeding their labour, for housing their
labour and it really takes lon%r to
place- an important contract through
the tender system than most people
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think. There was also in this parti-
cular case reluctance on the part of
contractors to go up into the wilds
just on the off-chance of getling a
particular work. It was, therefore,
reasonable for the team in charge of
this work to earmark certain firms or

~certain vontracters who were potential

workers in this area and to concentrate
on negotiations with them.

Now, in regard to rales, negotiations
always have a basis. Where there is
a prevailing schedule of rates, that is
generally used as the basis. Where
negotiations are based on initial
quotations, these initial quotations are
first invited and the most favourable,
that is, the lowest of them, are used
as the basis for further negotiations.

I would in this connection like to
make it quite clear that in the busi-
ness or commercial world (that is
outside Government) this system of
open tenders is hardly ever resorted
to. The system most commonly
follpwed by commercial concerns is,

as I have indicated, a system of
negotiations. There is nothing in-
herently wrong in the system of

negotiations and commercial concerns
would not go in for it, if it resulted in
higher cost to them. In cases of
construction—shall 1 say in the wilds
—and cspecially urgent constructions,
I think you will find that negotiations
are by no means exceptional. There
are only usually three or four reliable
sources that one can depend upon.
To call for tenders among them is
sometimes harmful, because they form
a ‘ring’. They know that nobody else
would come: So, by negotiations it
is sometimes possible to play one
against the other. It was pointed out
that there has been a number of cases
of departure from procedure. But
going through these paragraphs, I do
not think that there has been a single
case which involved unreasonable or
excessive expenditure to Government.

Shri Narahari Rao: They did not
maintain any schedule of rates—that
is precisely the point.

Shri F. C. Badhwar: I did not think
that I was expected to grove that it
would have been better by some other
method. 1 thought it would be
enough if I tried to explain to your
satisfaction that there was no excessive
expenditure of Government funds over
this system. In fact. supply and
demand more or less balanced. That
is what happens in negotiations.

Shri Narahari Rao: You need no
negotiation for earth-work. Attention
has been drawn

890 PSD
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nearly Rs. 80 lakhs on earth-work
alone. This work does not require pre-
paration of any blue-print or anything
of that sort.

Shri F. C. Badhwar: There is _one
very large cutting on this Assam Rail-
Link betore you get to Teista. They
went through a long range of low hills.
On cutting they found that these hills
were purely sand with about s foot
or two of earth cn top, covered by
grass. Now, that cutting had to be
attended to almost after every heavy
shower in the beginning. Later on
we designed a device 2f saving recur-
ring expenditure. In other words,
after having excavated this very large
70 or 80 feet deep cutting, we had ta
build something like a lining over
certain portions of it, to prevent the
sand from coming down,

Shri Narahari
that there were

Rao: It is admitted
certainly difficulties
in the earlier stages of the project.
There was no justification for conti-
nuing those methods in regard to
works undertaken later on. That is
the point that has been made. Earlier,
most definitely you had to do some=
thing and zet on with the job. It is
fully recognised, and certainly there
is nu question about it. But when
you had the time to follow the regular
procedure you should have done that.
That is the whole point. Again to
talk about negotiated tenders and the
practice by private cnmmercial con-
cerns and so on, is far too general
for us tv accept. If you are buying
a warship and you can get it only from
one or two countries. you advertise
and do not ask for tenders; in other
cases, the established procedure is tg
invite tenders. Unless the whole sys-
tem is altered. you have to adhere to
that. That is the best way of getting
the best terms. There are cases
where open tenders are not suitable.
That is recognised and Government
has to agree to waive that procedure.
But that is not so in the case of ordi-
nary public works like earth-works,
construction of masonry and so on.

. Shri F. C. Badhwar: I am not argu-
ing against your viewpoint. I am say-
ing the system of nefotiation is not a
rare system and is often of advarntage
in certain circumstances, You raisea
the_pomt about the latter part of this
project, after the first year or 18
months.  Actually. the conditions there
today—I speak with full knowledge of
what is®happening: only yesterday
afternoon I attended a meeting of
these experts who had come back
from Assam-—-are not, very far different. -
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If anybody were to try a large project

in these areas of Assam, apart perhaps
from some help from- isolated tea
gardens, the conditions now would not
be much of an improvement on those
existing when this railway was laid,
and if there is an improvement, it
would be due to this Railway.

In the second year and the third
Jear during both of which periods I
visited these works at least twice,
there was not much ditterence in the
conditions. As a matter of fact,
labour collected by contractors after
one rainy season and an outbreak of
raalaria were inclined to disperse and
the whole positicn in so far as labour
and local resources were concerned
was as difficult as it is today. It is
aot an easy job.

Shri U. C. Patnaik: Wherefrom were
the contracters taken, and was it by
negotiation?

Shri F, C. Badhwar: I have not got
the details of the contractors for the
various works with me, but if you
would like a list of various contractors
and wher2 they came from......

Chairman; I am only trying to elicit
information. The point wac every-
thing was disorganised. We started
‘this communication with the hope that
Assam will improve, but it has not
improved in its economic condition.
"“he local mer. do not work in these
vndertakings. All your labour was
imported from the Calcutta side. The
contractors were perhaps from India,
but there were very few Assamese
contractors even to do the earth-work.

Shri F. C. Badhwar: One example I
will give you. In some of these major
projects, after foundation, it was
necessary to use what is Known as
pneurnatic  well-sinking. In  cther
words, special equipment which gives
an air log in which people can work
had to be used. There is only one
firm in India with this equipment. If
you call for tenders where this work
is wanted, that firm can quote what it
likes. In this particular case, before
bringing that firm in, we felt there
was some advantage in negotlating.

Shri Narahari Rao: I understand
from the Director of Railway Audit
that he bas not criticised the tenders for
projects at all.

Chairman: lLet us understand
the financial position. You give us
your unvarnished appreciatian of the
position, first of the story of the Asgsam
Rail Link and then we will later on ask
. You questions.
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Shri F. C. Badhwar: I am {rying to
explain certain departiures trom recog-
nised and accepted procedure which
is otherwise foliowed, in respect of
open line works,

Chairman: The Auditor-General
appreciates the position. It was a very
difficult position, and I think, you
were in more difficult circumstances
than most of us were. You were nego~
tiating for many things at that stage
with many parts of the world.

Shri F. C. Badhwar: As the Coramit-
tee is aware, six days' notice wag given
to the Engineer-in-Cnief to complete
over 30 miles of railway line between
Haldibari and Siliguri. He {inishea
it in two days. Now. was there any
time to go through the regular pro-
cedure. ‘That is an isolated and ex-
treme case.

Chairman: The question is that
you the Secretary or your predeces-
sor, the Chief Commmissioner, were all
the time alive to the difficult situa-
tion and kept informed and nothing
was left to the mar on the spot.

Shri F. C. Badhwar: This work was
done directly under the supervision of
the Railway Board. The Englineer-in-
Chief was directly under the Railway
Board for this purpose, and hc used to
get any instructions he wanted by tele-
phone, by wire or by a flying visit
to any one of us. All three of us here,
including Mr. Bakley, the Chief Com-
missioner, paid more than one visit
whenever necessary.

Chairman: You were alive to
the factors we are discussing?

Shri F. C. Badhwar: We were aware
of them the whole time, and we were
consulted.

Shri Narahari Rao: In para. 21, the
Director of Railway Audit has drawn
attention to cases in which the orders
of the Railway Board were not ca:vried
out by the local authorities. That is to
say, if they were your orders, we pre-
sume you issued good orders which
were practicable and they have not
been followed. That is the main ecritl-
c-is;n in para. 21 as far as I can make
out,

Shri T. N. Singh: In the matter of
stores purchased where post-facto
sanction was given as a matter of
course, and things were purchased
without prior approval or tenders....

Shri V. P. Nayar: That comes later.

Shri T. N. Singh: One thing before
we take up the rest. It may be an
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exception which you refer to, but to
Justify an exception may lead also to
.«dangerous practices later on.

Shri F. C. Badhyar: I admit that.

Shri T. N. Singh: And probably in
certain cases negotiated tenders may
‘be good. At the same time, to have
a psnel of men with whom you will
megotiate may lead to very dangerous
results later on, because, there is a
general complaint in the country—in
Parliament and  outside—that  there
:are shady dealings between contractors
and those who give the contracts. I
am referring not to any particular
department or officer. I am just stat-
ing what the country actually says
and feels. That is a thing which we
cannot ignore. I would very inuch like
to know as to what js the protection
against the eventuality when your
proposition for negotiated tonders or
ad hoc tenders given just for a parti-
cular occtsion may lead to serious
disasters later on. So I would like
to know where you want to draw a
line, a very firm line, which shall not
be exceeded in any case.

Shri F. C, Badhwar: If I may speak
on first impression, I would say that it
two conditions were satisfled, I do not
think we need view negotiated con-
tracts with suspicion. One condition
is this. Where you keep an ostab-
lished accepted schedule of rates and
can ncgotiate for prices below that,
it is to Government’s advantage to do
s0. Ancother is, where you cast your
met wide enough and collect quotations
not only from one or two. but from
dozens of reputable firms, and perhaps
from a number of countries, and then,
on the basis of the lowest quotation,
negotiate for prices which are still
lower. There is every advantage from
such negotiation,

Shri T. N. Singh: But in the first
case, I understand, that even the sche-
‘dule of rates that you have got is
subject to variations according to local
conditions. Naturally, costs of carth-
work here and earth-work in
Assam where the man has to import
Jlabour differ, and you have to make
allowance for that. and that allowance
in many cases, or certain cases, may
be very great. There is danger there.
After all, there is discretion to allow
variation in rates.

Shri F. C. Badhwar: But we have
settled rater for various localities.
Price of bricks in Delhi todav for
bullding is somewhere between Rs. 29
and Rs. 30 a thousand. The price in
Chittaranjan is somewhere about Rs. 52
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a thousand. So you cannot have the
same schedule for both. That is why
Chittaranjan does not use bricks.

Acharya Agarwal: There should be
standard schedule of rates, and when
a negotiated contract is entered into,
if it is to be appreciated, the prices
ought to be below the lowest. Are
you satisfled that these twe general
conditions are followed here?

Shri F. C. Badhwar: Here there was
an emergency. Normally, this kind of
work is done under war conditions.

Acharya Agarwal: Was the sanction
of the Railway Board obtained for
departure from the rules in this emer-
gency? Has the Railway Board by
any Resolution declared that on
account of the vital urgency, as you
say, of the work, the rules ought to
be waived and need tot be followed.

Shri F. C. Badhwar: Not in those
terms. No responsible adminisiration
would ever instruct anybody to waive
rules.

Acharya Agarwal: How could you
expect to control your people when
you neither give them definite autho-
rity to g0 ahead in view of the urgency
of work. nor you pass any Resolution
or give them written authority? If it
is mostly oral,. it is very difficult.

Shri F. C. Badhwar: May I read out
the directive issued to the head of the
team who built the Link.

Acharya Agarwal: We would like
to know if the Railway Board has
said anything specific.

" Shri F. C. Badhwar: This is the direce
ve:

“The Government of India
attached the highest importance
to the construction of the Assam
Railway in as short a time as
possible, and the Chief Commis-~
sioner has told the Assam Govern-
ment that the Ministry of Rail-
ways has set a target of two years
for the opening of direct through
communication between Assam and
the rest of India lying within the
Indian Dominion, and you are
requested to take all necessary
measures to ensure this under-
taking is fulfilled.”

That is the directive to the head of
the team. *
Acharya : That does not
anywhere say that the rules will have
to be walived and need not be followed.
There is nothing speeific about that. -

.
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" Shrl V. P. Nayar: Will you please
yead the last sentence?

Bhri F. C. Badhwar: “You are re-
quested Lo take all necessary measures
to ensure this undertaking is fulfilled.”

Shri V. P, Nayar: No departure from
the generai rules is contemplated
there. The supposition on that order
can only,be that they must do the
work in strict conformity with the
rules. but do expeditiously. That
does not authorise the taking of such
a decision.

Shri F. C. Badhwar: That does not
authqnse any irregularity. My conten-
tion is these were not irregularities.

Dr. M. M. Das: It means within the
present rules, not beyond the limit.

Shri V. P. Nayar: The emphasis
there is cnly on urgent completion of
the work.

8hri F. C. Badhwar: The emphasis
is on the time-factor.

Shri V. P. Nayar: No suggestion of
departure or possibility of a departure
from the rules is made there. It only
means all necessary steps to get the
work done should be taken.

Shri M. L. Dwivedi: The
says:

“Audit view is that whatever
justiﬂcation there might have been
in the earlier stages for dispensing
with open tenders, there was not
the same justification after the
first working season. Even if the
adoption of the open tender in
isolated cases in the initial stage
had not proved fully encouraging,
partly due to adequate notice not
having been given, and partly due
to the special conditions prevailing
at the commencement of th¢ pro-
ject, it cannot be accepted that
sufficiently valid grounds existed
for the general disregard of the
open tender system throughout.”

What are the special reasons against
this point of view?

Shri F. C, Badhwar: I may just ex-
plain that local factors still obtain,

Shri V. P. Nayar: When once you
found that the local factors required
a dJeparture from the rules, did you
try to save the situation by some
other means? You mean to say that
these factors remained throughout for
the period of three years?

Shri F. C. Badhwar: To a lesser or
. greater extent.

report
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Shri V. P. Nayar: That is very un-
satisfactory.

Shri S. N. Das: I want to know whe-
ther at any stage the team working
there made a reporf that some specific
departure from the rules be made and
the Railway Board considered the
case?

Shri F. C. Badhwar: When you talk
about rules, there are no rules that
actually prohibit the adoption of a pro-
cedure of this kind in an emergency.
We do certain works on what is known
as ‘emergency certificate’. Supposing
there is a flood and something is wash-
ed away, we do all that is necessary
at once. Time is overriding; it does
not matter what the normal procedure
is. But we try and correct it as soon
as possible and afterwards we submit
the estimate. Now the practice being
that, there Is nothing absolutely ob-
jectionable in this particular procedure.

Shri T. N. Singh: This was an emer-
gency project itself. We do not ques-
tion that. The main po!nt is: Where
it was possible for you to follow the
normal procedure, why was shelter
taken under the emergency provisfons?

Shri F. C. Badhwar: That is a good'
point. I am not familiar with every
single contract or every arrangement
made to say where it was nossible to
adopt the normal procedure,

Shri T. N. Singh: For instance, there
are two specific instances......

Shri F. C. Badhwar: ...where the nor-
mal procedure was not adopted. But
there must be hundreds of cases where
it was adopted.

Shri T. N. Singh: You have no
objection to admitting that the cases
pointed out here could have been
done under the normal procedure.

Shri F. C. Badhwar: I do not think
they could be, otherwise the Chief En-
gineer would have adopted the normat
procedure,

Shri T. N. Singh: That is the main
point which the Committee is trying
to emphasise.

Pandit Munishwar Datt Upadhyay:
Was the Railway Board kept informed
of all these transactions?

Shri F. C. Badhwar: It depends on:
the size of a particular transaction..
There is a Committee which deals with
it in every Railway Administration-—a:
Tender Committee. The Railway Board
is kept informed of cases above a parti-
cular flgure.
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Pandit Munishwar Datt Upadhyay:
X’haﬁ about the transactions mentioned
ere’

~ Shri F. C. Badhwar: It depends on
the size. Supposing there is a small
purchase for Rs. 5,000, we are not con-
sulted.

Shri M. L. Dwivedi: What we want
$o know is this. The contracts were
entered into and the Railway Board
‘was not informed of things being done.
Now, as these were not being done in
accordance with the normal procedure,
what steps were taken by the Railway
Board to see that either the work
was according to the normal procedure
or some sort of exemption was given?

Shri F. C. Badhwar: In the case of
‘these construction projects, the team
includes Accounts Officers, Financial
Advisers and so on up to a certain
level. That is adequate for the
work. The whole team is there to
deal with it; there is somebody to see
the rules and regulations are observed.

Shri M. L. Dwivedi: When you are
«loing something which is not accord-
ing to the normal procedure. some
special sanction is necessary for this
purpose.

Shri F. C. Badhwar: Sir, you will find
in all administrations that have to work
tc a time that they cannot always
meticulously follow all the codes and
rules. If that is to be guaranteeq,
there is no need for audit.

Shri Narahari Rao: I just want to
assist in this discussion by pointing
rout what is stated on page 37, para. 20.
*Out of the 371 contracts amounting to
Rs. 2.09 crores, each costing more
than Rs. 5,000, 300 approximately of
the value of Rs. 1.7 crores were given
wut otherwise than on open tender.
Only 71 were given on open tender.
“The difficulty in dealing with a matter
of this sort, since we did not follow
the tender vprocedure, is to satisfy
ourselves that you have done the best
possible job. We are rather arguing
in the dark now because we say you
‘have not followed the correct procedure
and therefore, something must have
‘gone wrong. What precisely has gone
‘wrong it is not possible to say because
-‘we have not got the facts before us.
All that we know is that you did not
‘follow the correct procedure. I sug-
gest, Sir, if the Committee has no
-objection, that a comparison be made
‘by the Chief Accounts Officer and the
Audit Officer concerned of the rates for
various items which they obtained for
the 71 works with those not on open
zender. They could investigate
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that and let us see how they compare
with the remaining 300 contracts and
the Committee wili be in a position
then, on the basis of such information,
to say whether on the whole we got
the best rates. The Committee will
nevertheless say that in a procedure
like this, departure from the rules
must be confined to the minimum
number of emergent cases.

Chairman: I was a member of the
House in those days and most of us
were concerned about it. Last year
there was the case of the Pathankot
railway. But it happens that in
emergent cases flnancial and account-
ing rules are all broken. We want
you as the Managing Director, to see that
special precautions are applied to
avoid loss to the taxpayer. This is the
duty of the Public Accounts Com-
mittee.

Shri F. C. Badhwar: It is a very good
suggestion which will help us in
confirming our own impressions.
These estimates are always prepared
by schedules of rates, accepted rates.
Comparing the whole—I am talking
roughly—we are satisfied that by ana
large the work was done at reasonable
prices. There was an emergency, bug
as the Auditor-General points out, thig
check will be a most useful check.

Chairman: You will have to work it
up: You can produce a statement
which the Auditor-General will help
us to properly understand.

Shri T. N. Singh: This is agreed
upon, Sir, that the Auditor-General’s
representative and the Accounts Offi-
cer will go into select cases and them
let us know what the position is."

Shri Narahari Rao: This Committes
hag nothing to do with the work.

Shri F. C. Badhwar: We will certain-
ly accept this.

Chairman: I would suggest that we
go over this matter in the third week
of October; Parliament will be meet-
ing on the 5th November.

Pandit Munishwar Datt Upadhyay:
We have not taken any decision yet.

Chairman: I do not want to stifle
discussion. = We have come to a defi-
nite point that a certain enquiry will
be held and after that we will discuss
it in the third week of October.

Pandit Munishwar Datt Upadhyay:
Just now Shri Badhwar said that he
could not say in whqt cases the Engl-
neer-in-Chief *kept the Board informe
ed. I would lire to know whethet
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in respect of these 371 cases to which
t_eteregce was made by the Auditor-
General, the Board was kept informed
and decisions were epproved by the
Board or it was the Chiet Engineer
himself who decided these cases.

Shri F. C. Badhwar: It will depend
on each. * The Engineer-in-Chief in this
case has the power of a General
Manager.

Pandit Munishwar Datt Upadhyay:
Each contract cost Rs. 5,000—were such
cases necessarily brought to the notice
of the Board?

Shri F. C. Badhwar: No, Sir.

Pandit Munishwar Datt Upadhyay:
So the criterion is not the amount.

Shri F. C. Badhwar: The amount in-
volved in each case.

Pandit Munishwar Datt Upadhyay:
What is the minimum amount involved
which will require the attention of
the Board?

8hri F. C. Badhwar: Rs. 10 lakhs, in
a Tender Committee,

Pandit Munishwar Datt Upadhyay:
Tenders are called or negotiated con-
tracts are entered into?

Shri F. C. Badhwar: There is a Ten-
der Committee on each Railway Admi-
nistration consisting of at least three
Officers, one of whom is the Accounts
Officer. It is this Committee who, in
the name of the General WManager,
disposes of such cases—cases below
Rs. 10 lakhs.

‘ Pandit Munishwar Datt Upadhyay:
So the small cases come before the
Committee.

Shri ¥, C. Badhwar: There is a cer-
tain level. Cases involving a few
hundreds will be dealt with there.

Shri Narahari Rao: Did the Tender
Committee come to the conclusion that
negoliated tenders might be accerted?

Shri F. C. Badhwar: I
answer that offhand,

Dr. M. M. Das: What is the maximum

could not

expenditure that the Engineer-in-
Charge at that place could decide
uponh?

Shri F, C, Badhwar: In respect of
the construction in this particujar case,
Engineer-in-Charge was given

the powers of the General Manager.
Perhaps if we submit a schedule of

 the pt wers of .the General Managers,

that will make the position clear,
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Shri V. P. Nayar: You mean that
there was power for the General
Manager to decide cases up to such.
a limit, and that power was delegated:
to the Engineer-in-Charge?

Shri F. C. Badhwar: Yes, Sir.

Shri V. P. Nayar: How could that
be?

Shri F. C. Badhwar: He was treated.
as a General Manager for the purposes.
of this project. 1f I submit to you a
schedule of the powers of the General
Manager, you will find that thiz dele-
gation of powers has also been pro-
vided for. Decisions of this nature are.
never taken by one man; there s
always a committee,

Shri V, P. Nayar: Did you make any
efforts to get tenders, before the idea.
of giving the works to the lowest
tender was dropped? If so, ‘what.
were the efforts? Was there any ad-
vertisement in the papers?

Shri F. C. Badhwar: In paragraph 20
of the Audit Report, on page 37, it will
be seen that a number of tenders
came to the Board for approval
Obviously, therefore, we started out.
with the idea of getting tenders for
the large works.

Shri V. P. Nayar: Did you exhaust
all .steps before you fixed up on this.
system of negotiated rates? Did you
exhaust all steps to find out the possi-
bility of giving the work on tenders?

Shri F, C. Badhwar: We did not
negotiate any rates from the Railway
Board.

Shri V. P. Nayar: My question is
this, Did you exhaust all steps to see
that works were given on tenders?

Shri F. C. Badhwar: I have no doubt.
that the Chief Engineer did. I was not
in charge of the work myself. I have
no doubt that the Chief Engineer-in-
Charge took all steps to follow the
regular procedure.

Shri V. P. Nayar: Do you not exer-
cise any check over him personally?

Shri F. C. Badhwar: In my capacity
as Member, I exercised the check which.
I shouid.

Shri V. P. Nayar: You said that if
the system of giving works on tender
were adnpted at that particular time,
there were certain monopolist irms.
whotwould collude against the Govern-
ment.

Shri F. C. hadhwur: I mentioned one
case unly,
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Shri V. P, Nayar: The same difficulty
of collusion arises in the case of
negotiaten rates also, because you are
negotiating “only with certain known
firms. How did you get over this diffi-
culty? When you negotiate with
those firms—it may not be through
any paper advertisement—the possi-
bility of their colluding against Guv-
ernment certainly exists. How did
you get over that?

Chairman: You are assuming that
Assam was a prosperous State like
other States. . . . ‘

Shri V. P. Nayar: 1 am not talking
about the topographical difficulties or
economic backwardness, Sir. The
system of negotiated rates was resort-
ed to, because there was a fear that
if there were an open tender system,
certain monopolist enterprises would
ccllude together to the detriment of
Government. My point is that the
‘very same’ difficulty will arise in the
case of negotiations also, because the
negotiations are done only with cer-
tain recognised and known firms. Did
you take any steps to get over the
pcssibility of their collusion against
the Government? If so, what were
the steps?

Shri F. C. Badhwar: One safceguard
was that the negotiated rates that they
were asked to pay were compared with
the rates of earth-work paid on other
large constructions that were taking
place at the same time.

Shri. Narahari Rao: The hon. Mem-
ber’s first assumption that the nego-
tiating parties would collude is not
correct. I do not think they collude.

8hri V. P. Nayar: There is no rule as
far as I know which makes it abso-
lutely necessary for the lowest tender
alone to he accepted. If tenders had
been invited, you could have had an
idea of the rates, and then thrown off
all the tenders after inviting them.

Shri F. C. Badhwar: T shall tell you
the actual practice, from an extract of
a report wnich [ have:

“It may be stated that in July
1948, the Engineer-in-Charge had
a meeting with his deputies to
consider the arrangements in re-
gard to the earth-work to be done
during the working season 1948-49.
Jn the course of these discussions,
it was brought out that the experi-
ment carried out during the pre-
vious seasun to try and get work
done at cheaper rates proved un-
successful. Many good firms
who were contacted were unwilling

MINUTES OF EVIDENCE

35

IRailways

to undertake the work because of
the difficulty of access and un-
healthy conditions of living in that
area. The rates paid on other
railway works such as the Barwa-
dih-Sarnadih construction, the
Chittaranjan locomotive project,
ew. which were situated in much
more favourable circumstances,.
were higher. The engintering
aofficers of the Assam Railway Link.
Project were therefore unanimously
of the view that they should
agree t0 pay at the rate of Rs.
35,000 per 100 sq. feet earth-work
.... .Any attemipt to beat this rate
by calling open or limited tenders.
was not likely to be successful.”

The point is that at various times im
this construction, they take stock of
the whole position, because they have
to answer the Audit enquiry, this
Committee and also Parliament, if
there is any irregularity.

Shri T. N. Singh: I would like to
make one observation in this connec-
tion. While we have no desire tor
cramp the work of the Government ini
cases of emergency, especially when
we have fixed a target and probably
minor considerations will not be
allowed to hinder the progress of the
work and I personally feel that the
Assam Link Project is the only project
in recent years which has heen done
not only within time but before time,
what we are concerned with here is
whether there has been a proper and
full use of the money that has been:
expended. Therz ‘he matter ends
since we have already agreed with
the suggestion that the Auditor-Gene-
ral and a High-Power Committee wilt
go into the whole question.

Chairman: The Auditor-General
will go into the explanations of the
Railway Board. ana we can make our
observations, after we hear from the
Auditor-General in the matter.

Pandit K. C. Sharma: As the esti-
mates are subject to fluctuations ‘due
to market prices. cost of labour, etec.
may I know how these estimates were
prepared” Did you take advantage
of any expert advice from foreigners
or anybody else?

Shri F. C. Badhwar: These estimates
we  prepar< ourselves. Suonocing for
Instance there is a prima facie proposal
to build a new railway line from a
place A Yo a rlace B. we first prepare
an estimate of the cost of a prelimi-
nary survey, which may be a few
lakhs or a ,few theusands of rupees -
depending upon the length of the line,
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Then we appoint an officer if it is a
big line or an inspector if it is a small
line, to physically survey- the ground
with his instruments, to find out from
the local authorities ' the prevailing
rate of labour for earth-work, to
assess the number of bridges over any
rivers that flow in the course of that
line, etc: After this, he submits a
preliminary estimate. Then a com-
petent authority looks into the whole
thing, and takes a decision as to whe-
ther the project is worthwhile under-
taking;, then they go on with the
work of estimates of details, very
carefully. Cross-sections at frequent
intervals are taken, and as far as
possible exact quantities are worked
out, and it generally takes a year or
two to get detailed estimates. After
all in these detailed estimates, the
E:Jssibuity of a price fluctuation is still

ere. The actual cost is to a greater
degree based on these final estimates.
‘There is nothing foreign about these
procedure.

Acharya Agarwal: It is all right that
the Auditor-General and a Com-
mittee will lock inte all these things.
"There is one point which I want to
empharize ond it is that the Railway
Ministry should have specific rules
-even in the case of emergencies. I
sm not satistied with Shri Badhwar's
-explanations that the rules are specific
already as regards delegation of powers
or the fixing up of the time limit.
All these things must be in writing
:specifically in the rules of procedure.

Shri F, C. Badhwar: These rules of
procedure are already there.

Acharya Agarwal: Then I Would
‘request the Auditor-General to investi-
gate whether the rules of procedure
.have been followed or not.

Shri Narahari Rao: There is nothing
unsatisfactory about the rules. They
are all in the administration. But
the trouble arises only with regard to
‘their application. It is only because
the recognised procedure has not been
followed, and the explanations oflered
for the same have not been complete
or satisfactory, that this Audit com-
ment is there. If on open tender
system, the lowest tender had been
accepted, you would have shown to
the satisfaction of everybody that the
thing could not have been done better.
1¢ on'the other hand, some special
procedure hag been followed, such as
negotiated contracts or limited ten-
ders then it has to be shown
to the satisfaction of my officers that
even 81 they hive obtained a rate

.
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which is about the best that they could
get, and that they could nut have
done better by following the regular
procedure.

1f they could show that the rates
for the works for which they went in
for negotiated tenders were the same
or even less than those they could
have had on open or limited tender
system, then no question at all would
arise, and the Audit Report in that
case would have been: ‘In the follow-
ing cases, tenders were not invited as
required by the ordinary rules;
nevertheless the rates seem on the
whole reasonable, and there has been
no wastage.’

But in this particular case, we have
not been able to satisfy ourselves that
the said works could not have been
done better. Moreover, there bhas
been no schedule of rates which could
act as a guide in judging the negctiated
rates. I have suggested a way now,
by giving the Railway Ministry an
opportunity to show that even where
they have ‘departed from the rules,
they have generally done the job in a
better way. If in the 300 odd cases
the various rates could be taken out
and compared with the rates obtained
in the 71 cases where they got the
tenders, we shall have some yardstick
for judgment. That is the sum and
substance of it and I suggest we ask
the Railway Miristry to go into this
matter by appointing a good engineer
who had nothing to do with the work
and their own Accounts Officer in
association with the Audit Officer, and
give us a report pefore we come to any
further conclusion.

Acharya Agarwal: I quite appreciate
what you say, but I am anxious that
such cases should not occur and they
wiii not recur if this practice of
departing from the rules is not con-
tinued.

Shri Narahari Rao: You can make
any number of rules but cases like
this will continue to occur.

Acharya Agarwal: In how many
cases can you go into in detail?
Therefore, instead of departing from
rules they should have some emer-
gency rules.

Shri Narahari Rao: The rules are
there. They have to satisfy us that
the general orinciples have been
followed. While the rules are ade-
quate they have not been able to show
to ug that the rules and orders have
been adequately and correctly follow-
ed. Now, after the Ministry have
accepted the particular suggestion of
mine and the Committee has acvepted
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it, further discussion will be rather
fruitless.

Shri Ramachandra Reddi: In all
such urgent cases of execution by-
passing the normal procedure, is there
.any way of reviewing the action of the
Chief Engineer by the higher autho-
writies, by the Railway Board or by the
«General Manager?

Shri F, C. Badhwar: We have such a
‘thing as urgency certificate.

Shri Ramachandra Reddi: Issued by
ithe Chief Engineer?

Shri F. C. Badhwar; No, there are
certain levels—in certain cases an
wrgency certificate can be issued by an
Executive Engineer. To deal with
‘emergencies there are certain specific
rules and these rules provide for
Teview by the competent authority in
«due course.

Shri Ramachandra Reddi:
‘the competent authority?

Shri F. C. Badhwar: That depends
son the level of expenditure. If it is a
:small thing the District Officer regu-
larises it, if it is bigger still the General
Manager. and if i{ is a very big thing
‘the Railway Board.

Who s

Shri S N. Das: Regarding purchases
it has been stated at page 39, para-
Lraph 21 (iii):

“Reasons for not inviting open
tenders for the local purchases,
valued above Rs. 5,000 have not
.been furnished in numerous cases.
‘Similarly, where the ‘“‘lowest suit-
-able tender” accepted was not
:actually the lowest quotation, the
reasons for accepting the higher
‘quotation have not been recorded,
as required by the rules.”

This is a very simple thing. Why
did the authorities fail to record the
reasons for accepting the tender which
was not the lowest?

Shri F. C. Badhwar: May I start
with a partial reply to that at the
moment? In calling Tor open tenders
for these smaller items of Rs. 5,000 the
usual practice throughout is to adver-
tise in the papers, for the Assam Rail
Link the nearest papers are the Cal-
cutta papers and any other dailies in
the locality. The cost of advertisement
‘was about Rs. 1,700 on each occasion.
In some cases when the value of the
item was so small the Railway Ad-
ministration may not have thought it
worthwhile to incur the cost of adver-
tising for each individual item. There
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Shri 8. N. Das: It is a question of
procedure. The Officer-in-Charge
has not recorded the simpie thing,
namely, the reason for not accepting
the lowest tender.

to any loss to

Shri F. C. Badhwar: You mean the
second part? If the reason for not
accepting the lowest tender was not
recorded that was a mistake.

Shri S. N. Das: And it was not done

even after it was pointea out by
Audit.

Chairman: [n future I hope if any
such departure is made they will
record the reasons.

Shri Narahari Rao: May I ask
whether you obtained any explanation
from the Officer concerned for depart-
ing from the rules? Accepting tenders
other than the lowest ones shows that
ke did these things deliberately and
for gocd reasons but failure to record
those reasons mukes it serious. In
fact, it creates a sort of suspicion.

Shri F. C. Badhwar: I have not any
up-to-date  information with me. I
Sh‘lii take action on this point. I have
noted 1it.

Chairman: You wanted to say some-
thing, Shri Singh?

Shri T. N. Singh: I was only going
to suggest ithat if action is not taken
the Public Accounts Committee is
going to take a serious view of things
and probably the officers will be
censured by this Committee formally
and 1n writing.

Chairman: Shri Badhwar, did you
take special care to appoint as your
Chief Engineer one with sufficient
administrative experience of such diffi-
cult tasks? Secondly, what did you
do in the way of appointing a very
experienced Accounts O r .0
examine the project, and to be in
charge of the project? Was that
%rocadution not taken by the Railway

card?

Shri F. C. Badhwar: For a job of
this kind we usually hand-pick the very
best of our men because time is very
important, and we give them adequate
staff. .

Chairman: I want you to give us a
note if you like; we hope every pre-
caution wag taken to recruit the best
Engineer, a very experienced Engineer,

[Railways’

and also an experienced Accounts -
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Officer in view of the work you were
going to do in the Assam Link.

Shri Narahari Rao: At the end of
gungraph 21 it is stated that Audit
as pointed out instances of uneco-
unomical purchases. May I know what
action has been taken on those cases?
I do not know whether the Ministry
will be able to answer that because
the details may not be here. I sug-
gest that they send us a report throug
the Audit Officer on the uneconomical
cases.

Shri M. L. Dwivedi: May I also
suggest that some personal explanation
should be called from the persons

responsible?

Contracts: Premature Agreement
with a Foreign Firm
(Page 43, para. 26 of the Railway

Audit Report, 1951).

Shri Narahari Rao: I must admit
that I do not quite like the heading
of this item. Premature agreement is
only one aspect nf the transaction. It
is not only a premature agreement,
it is not only an agreement made
without proper planning at this end;
but also there are other features
involved. namely, money being locked
up with a company and making pay-
ments to a company for stuff which
has not been supplied in accordance
with the contract. 1 would therefore
ask vou not to be led away by the
heading.

Chairman: Let us first ask the
~>hairman of the Railway Bocard to
make a statement of the facts vis-a-vis
the audit comments. Thereafter let
tadividual Members who have studied
the subject put questions.

Shri T. N. Singh: I find that there

is an agreement cntered into. Accord-
ing to that we have got certain
advantages from the firm and the

firm is getting certain advantages from
us. In any business transaction we
must clarify as to what is the balance
of advantages. If the Chairman of
the Board keeps this factor in mind
that will help us in coming to a judg-
ment on the deal itself.

Bhri F. C. Badhwar: Mr. Chairman,
1 had better give a little bit of back-
ground to this agreement and then
come to the agreement itself.

As *you are aware, passenger traffic
on Indian Railways doubled.itself dur-
ing the war and since then continued
to increase al a rate that we were
quite unable to kee) pacegwith. with
our existing carfiages. ¥t was decided
that immedlately the war was over we
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must take some special steps to' pros-
vide more passenger trajns. About
1945 or 1946, shortly after the end of
the war, we started planning in this:
direction. With the loss of Burma:
our source of supply of teak, with
which we used to build carriages;.
having dried up the first thing to
decide was a design that would be
both economical and cuitable for
Indian conditions. We decided to study
all the leading designs in the world.
tefore reaching a decision.

During this study, or towards the
end of it, we inciined to what is:
known as the Swiss design. This
design has many attractive features
and for us a number of considerations:
carried weight. One was that it
was economical in the use of steel
which is in short supply in our coun-—
try. Another was that it was a very
safe design from the point of view of:
accidents. The third reason was that:
its popularity had already been estab—
lished throughout Europe where most.
countries were using the principles of™
this design. It was economical both.
in use of steel and in weight.

We feel on the purely raifway side~
that perhaps we delayed this parti--
cular arrangement with a view to
build the new coaches rather than:
enter into any hasty or premature
arrangement. There were certain.
interests that were against this design
and they readily campaigned on behalf”
of certain British and American.
interests with a view to play down
this particular design and to boost up -
their own. It happened in those days.:
that we were not quite clear of the
British conrection. We still had cer-
tain British consuliing engineers who-
crabbed this particular design and
wore in favour of others. At any-
rate we sorted things out in 1949 and-
carried out certain negotiations with
the Swisg firm which eventually result-
ed in an agreement. During the-
course of these negotiations it was.
indicated to us at one time that the -
Swiss firm would like to come into -
partnership in the factory or factorles.:
to be built in India as a long term
measure.

At that time this proposal or sug- -
gestion was not favoured. We did not
want any long-term foreign connection.
We indicated that we would prefer -
a shorter term connection with -
payment for service and goods -
delivered and a clear break at the-
end of it. This Swiss firm, as far as
its technical equipment goes, is-without -
doubt a first-rate one. In size it is:
not a big firm; but in quality its pro-
ducts are high. It is really a firms
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of designers, though they also manu-
facture rolling stock.

Shri T. N. Singh: What 1s their
capital?

Shri F. C. Badhwar: I could not tell
you offhand; they have got limited
business.

Shri T. N. Singh: What is their

standing?

Shri F. C. Badhwar: It must be the
oldest firm in Switzerland.

Shri M. L. Dwivedi: Have they any
previous experience in this line?

Shri F. C. Badhwar: This is the
leading firm in Switzerland.

Shri Narahari Rao: Do they supply
all coaches for the Swiss Railways?

Shri F. C. Badhwar: All the coaches
of Swiss Railways are designed on
their principle. There are two cther
firms which are their associates.

Shri T. N. Singh: Are they old as
consulting engineers, designers, or
manufacturer:? Since when did the
start manufacture? -—_

Shri F. C. Badhwar: They are ex-
perienced as designers and manufac-
turers of railway coaches for a long
time. The agreement eventually entered
into was really in two parts. The first
part concerned technical aid, supply-
ing us with specialists and the know-
how and helping us to evolve designs
suitable for Indian conditions on the
principles of their coach. At the time,
we were rather optimistic and thought
that it would be a matler of some
months, perhaps six months at the
most, to finalise Indian designs on
those principles. As it turned out.
& great deal of study had to be carried
out due to many factors. First of
all, our weights and . sizes and axle
loads are completely different.
Secondly, the kind of steel that is
available in India to build these
coaches is different from the one used
in Europe, and we had to adapt that
to Indian conditions. Thirdly, the
trains in Europe, the passenger trains,
are never so hegvy, and our trains are
about 50 per cent. heavier, and the
strength that we wanted specially
against shock and 'squeeze’ had to be
greater. And there were various
other technical factors which induced
us to go very cavefully into the design
und see that it satisfied us in all res-
pects.  Anosther important factor was
that in Switzerland and other parts of
Europe. they have different kinds of
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shells and bodies for different pur- -
poses. Their sieeping car is one -
design; the ordinary car in which one

travels in day-time is a different type

with passage in the middle; the dining .
car is different and so on. We thought

it would be economical in India to -
firalise one particular body design .
which we could mass-produce * and

which could be used for any class and

any purpose. All this took consider- .
able time. Their designers and our -
designers were engaged on it, and:
during the course of these studies, a.:
very important factor came to light. .
It was this: that there was no parti--
cular advantage to us in adopting the .
principles of this design for our metre-
gauge. This could not be foreseen at

the start. I am telling this to you in

detail to explain why it took:
about 15 moanths to finalise the design .
that should be adopted in India. This .
design is connected with the first part .
of the agreement.

The first part of the agreement also-
contained arrangements whereby we:
obtained some of these coaches con--
forming %o the- Indian design from-
Switzerland. ¥ We wanted first a few
samples to try out for physical
strength and mechanical defects, and
later on we wanted to introduce two
or three complete train services with
these coaches in difterent paris of*
India to sssess the public reactions-
and their popularity and their general
suitability from the point of view of-
the travelling public as distinct from-
technical considerations before em- .
barking on mass production in a-
factory for this coach. Now, Sir, the- |
first part of this agreement, rather -
the implementation of it, was delayed.
It was delayed due to the design tak-
ing much longer than expected. There-
were other delays. at  their end in
Switzerland, in producing the samples.
Naturally, uniil the samples had been
seen and tested and passed. the pro-
duction of coaches and trains could
not he carried out. There has beer
a delay in introducing trains of this
kind for the public to judge. So. as
far as the first part of the agreement
goes, there has beenn delay. an un- .
fortunate. delay, at all stages.

You might also say that we on the .
Railway Board could bhave taken
greater advantage of the first part of
this agreement while we were waiting-
for these tests and the public reactions
to complete trains. We could, under
this agreement, have trained more of -
our people in the technlaues of this
kind of manufaéture. here is force..
in that view, but it should also be- .
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realised ‘hat this . arrangement was
.not for a few. years only. It was a
twelve-year arrangement, and we
thought, rightly or wrongly, that
there was time for us, after we had
proved each ospect of these new trains,
to train our people in adequate num-
.bers. There had also been some
worsening in our foreign exchange
_position in late 1949 that had indicated
that we should postpone foreign ex-
-penditure, even the smallest item, if
‘we could do so without any harm, to
.a year or two later.

Shri Narahari Rao: That was rather
renny-wise and pound-foolish, if I
‘may venture to say so.

Shri F. C. Badhwar: I am afraid,
.Sir, I must accept that criticism, but
that was a factor. In those days in
1949, devaluation had come in.

In this agreement there were a
-certain number of clauses concerned
*with obtaining coaches from Switzer-
land. The idea was to order 50 each
.year for the first four years in order
‘to provide certain services where
‘trains only with these coaches will
run. We wanted to put these coaches
on the Frontier Mail to start with and
later on, run one service of the Bom-
-bay-Calcutta trains with this, and
later still, run either the Grand Trunk
.Express or a Bombay-Madras line
service, before we went in for bulk
“production here. The rvelevant pro-
visiong in the agreement about these
orders were that in those days the
idea was only to get the bare shells
from Switzerlend, and to furnish the
~ccaches here—each time we placed an
-order, we should give the firm half
the estimated cost of that order, and
the other half to be paid after deli-
very. Under this arrangement, due
to various delays, there as a stage
~during which we had paid out lirge
-sums of money, and had received, on
the other hand, nothing much in the
‘way of coaches, but this was only a
.stage. Later on, the coaches started
coming. for instance, the position last
month, in August, 1952 was. I think,
20 coaches had either arrived or were
‘reported on the way, another 8 or
-possibly 10 or 12 were ready in the
workshops to be shipped. The point
‘T am making is that this balance of
rayment—how much money was
"lockéd up and how much goods and
:services rendered here.......:.

Shri T. N. Ringh: How many had
"been imported so Yar op on ship?

Bhri F. C. Badhwanr: About 20.
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Sbri T, N, Singh: And 12 had been

received earlier?

Shri F, C. Badhwar: No, about 12 are
ready in their workshops awaiting
shipping. So far they have roughly
built 30 coaches: The day-to-day
position varies. They are turning
them out at the rate of 4, 5, or 6 a
month.

Acharya Agarwal: We
to know the exact figures.
are on the way?

Shri F. C. Badhwar: We could give
the information as on any particular
date. I am just trylng to go over the
position roughly. That is the position
today. The position last August was
that we had received services and
goods of a value that was higher than
the money that we had paid to them
at the time because our bill came to
about 44 million Swiss francs or some
figure of that kind.

Shri T. N. Singh; For the coaches?

Shri F. C. Badhwar: Coaches and
services. I am trying to keep a balance
between payments made to-them and
goods and services received. At the
time the Auditor examined this parti-
cular case.........

Pandit K. C. Sharma:
you have received value for
money paid to them?

Shri F. C. Badhwar: According to
the agreement the price is for services
and goods they will supply, the balance
if any is in our favour. At the time
the Auditors checked it.........

Shri Narahari Rao: I do not think
my Auditor accepts that.

Shri P. H. S. Rao: You have paid
Rs. 61 lakhs as advancc for the 100
coaches and what you have already
received cannot exceed Rs. 61 lakhs.

Shri F. C. Badhwar: It depends on
the value you place on them.

Shri Narahari Rao: Apparently the
pricing of the articles has gone up.
Probably the vrices have gone up
four times. The contract itself is
so bad with cost plus profit A basis,
that they could vary the cost. The
cost has gone up since you made the
contract. Evidently that only makes
the thing much more worse.

Shri F. C. Badhwar: I am just try-
ing to narrate the story, not to explain
or justify. There was also another
point that is quite relevant. Though, to
start with, we had visualised getting
from them bare coacheg with shells

should like
How many

At this time
your
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and wheels and no furnishings or
fittings, due to the delay and the fact
that we wanted al least one train
service to be tried out by the public,
it was decided to ask for the first 50
to be furnished by them—some in
third, some in inter, some in second.
some in first, just as their rakes are
msade out, This is one factor which
has increased the' cost. And the
first lot of coaches coming now are
furnished.

Now, Sir, we come to the second
part of the agreement. 7Tine second
part of the ugreement had to do with
the cetling up of a factory in India
to manufacture these coaches. In
thi; part of the agreement, the pay-
ment to. be made to the foreign firm
depended on the quantum of either
services or goods or technical staff that
we might require in connection with
the production in India of these
coaches. For instance, if it had been
decided that we won't have them at
all, then the agreement would just
have been on paper; there would have
been nothing to pay. On the other
hand. if it was decided to obtain a
large quantum from them, then we
wouid have to pay more.

However, in 1implementing the second
psrt of the agreement, there has been
considerable delay due to a number of
adverse factors. As I explained once
to some Members of Parliament, we
flrst intended the new ccach building
unit to be connected with the Hindus-
tan Aircraft Factory at Bangalore.
One advantage in this arrangement
would be that many of the fittings
required for these coaches could be
manufactured from the cxisting capa-
city of the Hindustan Aircraft Factory,
without putting in new machinery.
Later on, this decision was slightly
modified to the extent that this would
bé a self-ccrtained unit in the H.A.F.

compound so to speak. Various
factors including certain difflculties
which the H.AF. experienced in

raising funds to flnance the new fac-
tory—later on the Industry and Supply
Ministry which was controlling the
H.AF. also found it difficult to get the
money—delayed the construction of
the factory; there was also the fact
that we had not tried out these coaches
and were not quite ready for produc-
on.

As time went on. and the over-
crowding on the Railways became
worse, we decided that we could no
longer delay the building of this
factory, and so we would build it as
a railway factory, rather than waste
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more time. The only thing we left
open was the flitings of the factory,
the machinery and the equipment.
We designed the factory so that it
could build almost any kind of
carriage which is usually the design
adopted by most factories. The
position today is that this factory is

under eraction. in a part of the
Perambur Workshop near Madras.
Certain machinery and equipiment

which would be needed for all kinds
of cuach-building have already been
ordered. The special presses, the
special electrical and welding equip-
ment required for building this special
Swiss zoach are still being checked
up, because we feel that there is an
advantage in altering the second part
of the agreement and revising it to-
our advantage.

Shri T. N. Singh: Have you got the

final estimates in detail for this
factory?

Shri F. C. Badhwar: Yes.

Shri T. N. Singh: Are they also
subject to further revision?

Shri F. C. Badhwar: No. We have

got these estimates examined in detail
very -arefully, with regard to the
erection of the factory. The reason
why we have not gone full speed
ahead with the special equipment of

the factory is this. We feel now
that there is an advantage in refer-
ring *he Swiss firm back to their

original offer to come in as partners,
to some extent, with us. If they -
come in as partners, then not only do
we get their technical know-how and
advice, but they can actually be
associated alsp with the production of
the articles which they themselves
have built for so long. The negotia- -
tions in this connection regarding the
revision of the agreement are still in
a fluid stage, and have not yet been
finalised.

The sample coaches, besides having -
been shown to certain Members of
Parliament, have been subjected to
our standard tests which are rather
severe, They have stood the test.
very well and there is no question
that as an article it is better than
our Indian standard coach. There
is a saving of about 5 to 6 tons of -
steel in each one of them. We feel
that this coach, when it is mass’
produced in India, can be built com-
fortably at a cost not higher than fhat -

of our standard coach. Its riding -
qualities are decidedly better. There -
is a patent about the bogie which

gives it very good riding qualities, and "
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.1 think many people have tested that
~and noticed the difference. So, the
coaches have passed these technical
tests, but we have 'stil not put them
-on the general train services for the
~public. This is the background to
the present position.

Acharya Agarwal: In view of the
~saving of steel, would not the cost
-be loywer?

Shri F. C. Baghwar: 1 caunot say,
-unless we mass produce them. It may
be lower. But then the workmanship
ds higher, because instead of riveting,
we are welding.

1)

Acharya Agarwal: Is the revision of

the agreement being done with the

consent of the Cabinet or the Ministry
. of Railways? .

Shri F, C. Badhwar: Yes, Sir, it has
.Bot the official blessing of the Govern-
. ment of India.

Shri T, N. Singh: Before we go into
“the merits of the contract and the
terms of it, I would like to clarify one
or two points. Please let me know
what was the price of the coach be-
.fore you placed the order in 1950,
“what was the estimated cost then,
‘what s the estimated cost today, and
~how far .he same has altered?

Secondly, what changes in specifi-
cations have been made as a result of
which the costs have gone up or

- down.

Thirdly. as a result of the changes

. in specification, has there beer any

reduction in room space, the width,

- etc. or have any other things been

altered; and to what extent has the

cost gone up or down commensurate
-with those changes?

Chairman: The Audit comments on
page 45 are valid even today, and to
‘that extent, you must satisfy us as
:regards the present and also the future
position of the contract.

Shri F. C. Badhwar: If I answer
.Shri Singh’s point, I think that will
cover all the other points.

The estimated cost given to us
" by this firm is only for a shell, namely
a coach without any furnishings or
fittings—at the time the agreement
-'was being negotiated in the year 1949
—to be built in Switzerland. This
- was before we evolved the Indian
~design here in our country. The cost
. giveh wag 115,000 Swiss francs. The
estimate after the Indian design here
-~was finished was 130,000 Swiss francs.
~and this was towards the end of 1950.
"This also is fcr the shell only.

(4
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Shri T. N. Singh: What are the
changes in specification or modification
that? have resulted in this additional
cost

Shri F. C. Badhwar: The cost was
first based on the fact that the shell
was to be ordered from Switzerland.
There is a provision in the agreement
that after 25 coaches have been manu~
factured in Switzerland and the costs
of these have been audited, the flrm
price for subsequent coaches would
be agreed upon. The initial intention
was that the cost plus arrangement
sh?uld apply to the first 25 coaches
only,

Shri T. N. Singh: Does the agree-
ment provide for the -auditing of the
costs of ‘he flrst 25 coaches?

Shri F. C. Badhwar: Yes, it does.
The changes in specifications that have
been made which may or may not
justify the changes in cost are these.
The Swiss firm had allowed for a
mechanical strength in  their coach
somewhat less than we insist upon in
India. @ We have heavier trains here,
and we follow the American practice
of allowing 200 tons squeeze test
against the buffers, as against the
Swiss practice of 100 tons ‘only.

Shri T. N. Singh: Does it mean double
the metal?

Shri F, C. Badhwar: No, it does not
mean double the metal. Their steel is
of a higher quality than ours......

Shri T. N. Singh: Does it then mean
more steel?

Shri F. C. Badhwar: By using more
steel, more strength can be got. Their
first cost was based on a coach welgh-
ing about 30 tons. The final coaches
that have arrived here weigh about 35
to 36 tons. The squeeze test is for the
entire carriage and not the body only.
It Is something ilke a tube or a pipe.
The under-carriage is integral with

the body because that is one of the
principles of design.
They allowad stresses of about 6

tons per square inch in the skin of
their coach, which was made from
copper bearing American steel of very
high quality. We in India wanted a
coach that would utilise our own steel,
which is not such & fine product. We
insisted on about 3 or 4 tons per
square inch. Tnere was anocher
point also. Sometimes there is exces-
sive overcrowding in our trains and
consequent overweight. Also at some
future date, we may want the common
body to carry more weight; for
instance, we may convert it into a
dining car with a heavy store or we
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may convert it into an air-conditioned
coach with an air-conditioning plant
weighing about 6 to 7 tons. We
wanted even the roof to withstand
such overcrowding not that we visual-
{ge that such things will be permitted.
But this is a factor which has added
20 the weight of the carriage. Also,
we had the anti-telescopic features
reinforcad. Moreover, our coaches are
broader in gauge—ours are 10 ft. 8 in.
as against the Swiss of about 93 ft.
Besides, we wanted one common shell
for every type of lay-out inside. So
1hey bad to provide for something that
will fil into everything which would be
cheaper to produce but may want a
little more metai to start with. These
.are the factors which made them
revise their quotation upwards, when
‘they started building the Indian shell.
“Then. Sir, because of the delay to get
'the first lot of 50 shells completely fur-
nished, it was decided that in the
:same order as you would have your
trains. each lot should have so many
different classes, etc. Their estimate
for supplying these fully furnished
given to representatives of the Board
in 1950 jn Switzerland was 159,000
Swiss francs per coach.

Shri T. N. Singh. When was that?

Shri F. C. Badhwar: October-Novem-
der 1950. In rupees it is 1,65,000.

Chairman: Let us get the main point
and then we will go into details.

Shri F. C. Badhwar: After that when
they actually started building the
wcoaches. they had to make two or
three of one c¢lass, two or three of
another, etc. as we wanted them train-
‘wise. They maintained that this
form of furnishing and construction
made it impossible for them to use
mass production methods and so they
‘were actually producing  prototype
“trains which involved them in much
thigher costs: Their latest quotation
per coacth, completely furnished. is
‘213,000 Swiss francs.

Shri Narahari Rao: What is the date
of that? How much is it in rupees?

Shri K. Sadagopan: Rs. 2,31,522.

Shri F. C. Badhwar: The first lot of
50 will only be furnished; the second
lot will be unfurnished. This is also
10 ft. 8 in. wide.

8hri T. N. Singh: What is the price
for 11 ft. 8 in.?

Shri F. C. Badhwar: We did not make
@any enquiry.

Shri T. N. Singh: Did you not change
the width in subsequent negotiations?
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Shri F. C. Badhwar: That decision
had been taken before. Now, Sir, only
the first 50 are intended to.........

Shri Narahari Rao: What is
latest price?

Shri F. C. Badhwar: 2,13,000 Swiss
francs.

Shri Narahari Rao: [ thought my
Director found it mentioned »some-
where as high as 3,75,000 per coach.

the

Shri F. C. Badhwar: I am quoting
the Ve:c-works price.

Shri T. N. Singh: Is it cost
plus 10 per cent.?

price

Shri K. Sadagopan: Cost plus some-
thing.

Shri F. C. Badhwar: The first lot are
coming furnished: the second lot will
be unfurnished and will be furnished
here in one of our workshops.

Shri T. N. Singh: What will be the
‘unfurnished’ price?

Shri K. Sadagopan: ‘Unfurnished’
will be Rs. 1,55.435. Additional charges
for furnishing will be Rs. 76,000.

Shri T. N. Singh: In francs?

Shri K. Sadagopan: 143,000 Swiss
francs for shell and 70,000 for fur-
nishing.

Acharya Agarwal: It has risen from
115,00 to 213,000 Swiss francs. It is
a very high price.

Shri Narahari Rao: It is not yet ‘the
final price. It goes on varying.

Afterwards the cost has to be deter-
mined; it is only an estimate.

Acharya Agarwal: What is this
highfr cost due to—material or labouxr
cost?

Shri T. N. Singh: Cost of production

is going up. That is what they say.
Shri Valatharas: Have you any
standard of verification to determine

what the actual cost is?

Shri F. C. Badhwar: It is all subject
to cost audit.

Shri  Vallatharas: Suppose they
exaggerate the price, who does the
verification?

Shri F. C. Badhwar: Our Auditors
and their Auditors jointly.

Shri Vallatharas: Suppose a parti-
cular thing is quoted at Rs. 3 lakhs.
Have we got a standard of verification
to satisfy ourselves that that amount
1s justified?
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Shri Narahari Rao: In my judgment
it is a kind oi thing that is extremely
dificult. It is supposed to be audited
by us, but I have very little means of
auditing this kind of thing. We do
not have very many conveniences in a
foreign country to go and audit the
books of a company. It is a kind of
thing which is extremely unsatis-
factory. We have stated it once for
all and we repeat it. We have had
many such instances and we had a lot
of trouble. We have had other very
big contracts, not connected with Rail-
ways, where the payments are made
on the basis of cost plus something.
In an emergency, during the war, that
sort of thi was done, but to treat it
as a normal method of business is
extremely unsatisfactory. It provides
every kind of inducement for the cost
being put up. We have very little
control. When you have no control
over the bill that can be presented,
whatever is given as cost you have to
accept. It is an extremely unsatis-
factory state of aﬂgirs.

Pandit K. C. Sharma: From your
remarks it appears that the most rele-
vant point is, how this form of contract
was arrived at, how this contract was
negotiated. - May I know whether the
form of contract 1s the same in all big
contracts or it differs? I am asking
whether the conditions under which
this contract is made are almost the
same for all contracts or they differ in
material particulars from similar con-
tracts with other firms.

§hri Narahar!{ Rao: The contracts
must differ. One contract may be
for building a factory, another for
coaches.

Pandit K. C. Sharma: After all the
Government of India is a big concern;
they must be getting a lot of things
of the same kind. In what particulars
do the contracts differ or is it the
same contract for all?

Shri Narahari Rao: This
tract by itself.

is a con-

* Chairman: I would like my friends
to ask the Auditor-General to eluci-
date a point. Questions can very
well be put to the witnesses.

Shri Narahari Rao: The point here is:
you do not know what you will have to
pay. and as you have seen here, it is
going up. »

8hri F. C. Badhwar: This cost plus
condition applies only to the first 25
coaches, the intention being that after
the cost is audited, we come to some
arrangement for firm prices.
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Shri Naraharli Rao: We find that
during this pericd of two years, it
has gone up from 115,000 to 213.000.
Swiss francs. 1t may go up still fur--
ther and when the cost is established:
to the satisfaction of whoever it be.
you may find it is at a very much
higher level than in the beginning and
you will be¢ bound by that rate for all
future supplies. 1¢ is for the consi-
deration of the Committee whether
that is a good kind of contract as a
model.

Pandit K. C. Sharma: I take it that
in every transaction this was not
possible because both parties were:
uncertain of the cvents as they were
likely to take plare.

Shri Narahari Rao: If the Committee-
takes that view, it is entitled to do so.

Chairman: The Committee has not
come tn any decision. Pandit Sharma:
is anticipating conclusions. @ We have-
not yet seen the contracts; if it is the-
desire of the Members, I will ask the
contracts to be circulated.

Shri F. C. Badhwar: This cost plus:
something is only for the , first 25.
When you are developing a:
new kind of design or a new object
in India—quite often we decide to try-
out some new design, we make {wo,.
three or four of them—whoever builds
these is not going to lose money on it.
The least he will accept from you, if”
you are a very old and large customer,
is your cost. He will say: ‘Will you
give me my cost at least?’ More often:
he will say, “Give me cost plus a°
little”, but it usually relates to very
few units and only for the develop--
ment period. The Intention behind’
it was that we should limit it to 25°
shells, then come to some idea of what"
the fair cost would be, and on that:
negotiate for bulk orders.

Shri M. L. Dwivedi: You have includ--
ed profit also in this?

Shri F. C. Badhwar: Yes.

Shri M. L. Dwivedi: Is this the only-
such contract with foreign firms?’

Shri F. C. Badhwar: This is the only-
cost plus contract. I may say that
when I want something. when you sell
and I have“to buy, it is not for me to
dictate.

Chairman: Shri Badhwar has made-
his statement. I would now request
the Auditor-General to make his;
observations. ’



Shri Narahari Rao. 1 have no ob-
servations - Lo make beyond what is
containred in the Report.

Chairman: The ’suﬂ’j&':t ig now open
far discussion. o Cos
TR 1Y - LI
Would the Members
mittee like to have a copy of the
contract to go.. over so0 that they
may understand it? It will then be
for the Railway witnesses to examine
how their. legal advisers advised them
to enter into a legal. or illegal contract
with foreign firms over which my
Sovereign -country--has no control. i»

Pandlt Munishwar Datt Upadhyay:
A cdp¥ of the statement just made by

Shri. Baghwar may. also ‘be given to us.:

Chairman: The Parliament Sccre-
tariat will do that.
cannot take any decision today.

discussion ‘mhy be’ postponed. ¢

Shri F. C. Badhwar: 1 hope a copy
of my statement will not be published
because the negotiations are still going
on.

Chairmah: “No.
th¢ - Public ‘Accounts Committeer
published unless the Chairman sanc-
tions and unless they are placed before
Pairliament.  Everyihing must
placed before Parliament. But let
me tell you, this, year , very likely

The

No proceedings’ of

Parliament will iusist on the pubiica-,
tion of the evidence, as it used to be,

before 1946, and it .will be laid on the
Table of the House. That very
moment it becomes: public property
all over the world. Of course your
statement will be sent back for revi-
sion; if there is any slip you can
correct it, but do not carry out any
big changes. But 1° would request
the Railway Board or the Parliament
Secretariat to circulate a copy of the
contract because il is our desire to go
through it. . We. are. going to finalise
the centract and the agreements this
year. We cannot perrmit individual
Ministries to follow their own way;
there must be a certain amount of
uniformity.© We have been attempting
this since Jast year and we shall pursue
it further. o

Pandit Munishwar Datt Upadhyay:
I would like that a copy of the state-
ment made by Shri Badhwar be given
to us before the 10th.

Chairman: Now 1 would request
our Railway. Board friends' ‘toi-be
ready to appear before ‘the . Committee
on the 10th or the llth. Let us now
put specific questions arising out of

' o'f' the Coms-,

But it seems we.

‘are’

be”

the Audit statement and the statement.
of Shri Badhwar, '

.
Shri §. N. Das: I want to know
whether before this agreement was.
reached or after that, any scheme was.
prepared to avail of the opportunities.
going to be provided by this agree-
ment? - ’ ek

‘Shri T. N. Singh: ‘That. is, , whether
any spade work was... done by your
Deparument so that in the event %f the
agreement going through, your ad-
pninistration will be found ready to
take over and implement- the terms
of the agreement forthwith.

e s,

Shri §' N. Das: Yes." My question is

whether any scheme was prepared by
you 'tb take advantage of this agrce-
ment. -

Shri F. C. Badhwar: Yes, Sir, it was.

Shri S. N. Das: 1f so, it should be
made available to us sd that we may
be able o assess_that in making this
agreement Government was fully
prepared to take advantage of it.

Shri F. C. Badhwar: My answer is,
yes. .

Shri T. N. Singh: There have been’
cases {vhere we placed orders tor
supply of certaip materials. We did-
no. know: whether we hag the neccs-
sary packing arrangementis, the port
facilities, -the - transpert -facilities, ~to
the ‘proper ‘place; etc. with the result
that things came and lay just like.
that. Therefore, we want to know
whether you had prepared any scheme
to implement the: agreement. .

Shri V, Nilakantan: There was a
deflnite scheme for taking advantage
of the agreement as soon as it was
signed. One of ‘the portions of the
agreement is that' the Swiss\firm was
going (o help us tp establish a manu-
facturing factory here. Immediately
the fSgreément wag concluded, we
started negotiations with' the Swiss
firm for the establishment of the
factory. We put an Officer on 'Special
Duty to go to Switzerland -and work
out the details of the factory with
them. In the meantime the delays
took place here, which Shri Badhwar
explained, because of the H. A, L.
wanting to come into it and Govern-
ment congidering  those schemes. But’
actually, vety soon after the agreément
was s1iped an Officer whom we. intend-’
ed to be nut tn charge of the factory
was placed on special duty here to
work out the details of the factory.
Then he “weént to Switzerland and
worked out there. as far as he could
manage at that; time, the-details of

-
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the lay-out of the factory, the
machinery required for it..the scheme
for training, etc. )

Shri T. N. Singh: Supposing thgt
the details of the factory were worked
out within three months, that is, all

the details and blueprints were ready..

Could We have started immediately
thereafter in Perambur? . Had you the
land, had you the necessary staff and

everything else to start the preliminary’

work? ’

Shri V. Nilakantan: The working out
of the details of a factory takes time
and as soon as the decision as to Where
the site of the factory is going to be
made, then immediately steps are
taken to get land for the factory.

‘Chairman: You had. - yourseif no
spare land in Perambur?

Shri V. Nilakantan: Actually the
idea of locating the factory at Peram-
bur came. about later on.

Shri T. N. Singh: Supposing details
were fixed up within three months.
what would have happened?

Shri V. Nilakantan: It could not
have happened because you cannot fix
up details within 'thrge months. (

Shri T. N. 8ingh: There was a motor
factory going to be started and. they
were going to make their own plans
and drawings. At least you will know
the area of Jand required, or the
housing arrangements- required for
workers. Were you prepared for that
preliminary work or not?

-Shri F. C. Badhwar: Yes. Sir. Two
Officers were engaged, on this, a Civil
Engineer for the building and survey
part, and a Mechaniral FEngineer for
the machinery. The first site selected
was on land belonging to the H.A.L.
We have got the vplan showing the
site. We tied up what you mentioned
about water-supply. roads and. build-
ings in consultation with them. the
first intention being to site this factory
in HAE

Shri T. N. Singh: Then after that
what happened? You changed theé
factory site to some other place? ..

Shri F. C. Badhwar: The change was
not-originated by us. It was due to the
inability "of H.AL. to progress fur-
ther wiih the capital required to build
this factory.

Shri T. N. Singh: Wds ' the H.AL.
aware or not of the capital at the time
of the agreement?

PUBLIC ACCOUNTS COMMITTEE
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Shri F. C. Badhwar:
roughly aware. ™

Shri Narahari Rao: Why did you
not provide the capital? After all it
wasg a- Railway concern and it did not
look a very complex financial business.

Shri F., C. Badhwar: Between two
Departments of Government this would
be most uneconomical.

Shri Narabari Rso: A decision like
this should not have been allowed tu
be inlluenced by the refusa! or diffi-
culty of H.AL. to find the capital.
I think Government, including the
Railway Ministry, should have found

They were

the capital somehow. Otherwise
there was no point in haviag this
agreement. .

Shri V. Nilakantan: The land on
which we are building the factory has
been with us—it is railway land.
There is no need of acquiring any
fresh land for pufting up the factory
at Perambur.

Shri T. N. Singh: Supposing to-
morrow the high-powered Oflicer
whom you have sent abroad comes
with his blue-print for the construction
of the factory. Are you in a position
to start work?

Shri V. Nilakantan: Yes. By the time
the machinery which is ordered
arrives and is erected. the factory
would be ready fot starting work.

Shri T. N. Singh: What is the normal
time you expect for the machinery to
arrive?

Shri V. Nilakantan: It takes from 18
months to two years.

Shri T. N. Singh: I take it that the
factory is now under construction?

Shri V. Nilakantan: Yes.

Shri T. N. Singh: How is ‘it that
when your man is negotiating there,
this blue-print has been arrived at and
the factory is being constructed?

Shri V. Nilakantan: The lay-out of
the factory has been settled on the
technical side.

Sbri T. N. Singh:
settled? y L

Shri V. Nilakantan: Nearly a year
ago.

* Shri T. N. Singh: When
start construction?

.Shri F, C. Badhwar; We have been
in constant touch with this Swiss firm.
Last year one or two of their engineers
came here. The plans for the factory

When was it

did you
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are mutually agreed upon by both of
us.

Sbri T. N, 8ingh: How much have
yout sq’ent on preliminary construction
so far?

Shri K. Smhzopan. Tenders have
been invited,

Shri T. N Sm:h ‘You said that
construction has started?

- Shri N. C. Deb: In the current year
the provision is about Rs. 1} crores.

Shri T. N. Singh: Supposing there is
a break with the Swiss firm, One has
to take into 6 account all .possible
contingencies. In case there is a
break down of the negotiations, are
tne Government prepared to proceed
with the completion of this factory?
Have you consulted the Finance Minis-
try and- are they prepared to .find the
money,’ if the Swiss: firm does not
come as a partner?

Shri F. C. Badhwar: Having been
stung once by people who wanted to
associate with us for our mutual bene-
fit, we have now decided to proceed
with this as a purely railway project
along. the lines indicated by the
Audijor-General. This is now our own
{.)taby and we have provided funds for
it.

Shri T. N. Singh: You are reported
to have made a statement in the Press
and outside that your schemes could
not progress because Finance came in
your way. There was an economy
drive _and so you could not proceed
ahead. Suppose a similar eventuality
arises. Have you got the prior sanc-
tion of the Finance Ministry for the
ccmmitment that this money couid be
spent whether there is a deflcit in your
budget or not.

Shri F. C. Badhwar: Yes, Sir. We
can give you that assurance We are
handling it now as a purely railway
project, just as we do the Chittaranjan.

Shri T. N. Singh: If Government
could find the money, why could not
you proceed with it, as your _ own
concern? What was 'the necessity of
associating the Swiss firm at all?

Shri F. C. Badhwar: Quite frankly
the best way to run a production unit
is not under Civil Service Rules. If
you want to run it as a commercial
concern (especially when we are build-
ing a new type of coach) for a certain
number of years association in part-
nership with a firm whose interest. it is
to make a success of it, is of’ very
great advantage.

MINUTES OF EVIDENCE
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Shri T. N, Singh: So, the Railways
are not run as a commercial aflair as
they are governed by Civﬂ Servxce
Rules?

Shri F. C. Badhwar: ‘We are making
a stuft tor 'the first time.rIt is true that
we can gain by experience; but it may
take some years to achieve full eco-
nomic production. Astyou know, a
production unit depends for its inan-
cial success on its output. '

3

Shri T. N. Singh: When - this agree-
ment was made .the Railway Ministry
was satisfied with the technical per-
sonnel available here. What has
happened within these three years to
change that opinion?

Bhri F. C. Bithwar: We are still of
the opinion that we "could carry on.
But it will take us a longer time to
achieve full economic productinn by
ourselves. The advantage of assofiat-
ing experts as shareholders is that it
is to their advantage to make it a
success quicker.. -

Shri T. N. Singh: You mean to sug-
gest that they will be more keen on
making it a success?

Shri F. C. Badhwar: They will be' if
their sharé of money is in it. It really
means that their share of the profit
depends on the progre:s of the factory.

Shri Narahari Rao: I think you said
earlier that it. was to avoid a long-term
commitment that you entered into a
twelve-year agreement: but now you
are talking of. a partnership?

Skri F. C. Badhwar: It is not an in-
deflnite partnership. It is a partnership
for a limited number of years until the
factory is ig full blast.-

Shri Narahari Rao: Do you expect
any one to come in with their capital
for twelve years?

NP .

Shri F. C. Badbwar: Yes, Sir. It has
been indicated to us that they are
prepared to. oo .

Shri M. L. Dwivedi: What are the
advantages of this type of.coaches?

Shri F. C. Badhwar: In Bangalore
they are building metal bodies—mostly
steel. The weight of the coaches is
hieh—about 42 tons. The method of
construction is not one that we very’
much like. But " we want coaches
quickly in large numbers. Theré is
no comparisen between the body :built
at H.AL, and the Swiss type of body.

Shri Narahari Rao: Can't you get
quicker deliveries from® H.A.L.?

47 [ ] .
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Shri F. C.. Badhwar: There is room
for both. Ven e

Shri Narahari Rao: I want to know
why, having had Rallways in India for
nearly a hundred years, we are still
unable to agres --straightly , what
exactly are the precise specifications
we want for our¢ceaches; . §§ appears

1the:specifications were . altered three
times. Could not the Railway ‘Ad-
minfstration definitely put down once
-and for all “these are the specifications
we want” and got the quotationsfor
sthat. "It is not as if we.aré experi-
menting with- Railways in primitive
condition. I think- we havé ~sufflejent
experience of Railways.

Shri F.C.. war:. These are com-
pletely new types of design so much
so that this coach .isenow-creepipg into
America ingspite .of American vested

‘ interests.- ’ ‘

Shri T."N. ‘Singh: You referred to
the new quality of steel that is being
used, requiring a change in. specifica-
-tion. You said that yow sent a
technical man to examine the Swiss
coaches there. Did'he -not - take care
- to see and find out what is the quality
of material that is being used” After
-all that quality will have to be used
here. Having known that’ it should
have been possible for him to ask the
Railway Administration here to get
ahead with the calculations according
to the changes.

Shri F. C. Badhwar: Until- you sign
the agreement he cannot go: -

Shri T. N. Singh: So before - the
-agreement ' was -signed -you did not
know of ‘the material used in‘these
coaches? :

Shri F. C. Badhwar: We were told
all about it; but not all the technical
details. ' '

Chairman: ‘They would have known
of the general design, but it has to be
modified to -suit Indian conditions.

. 8hri T. N. Singh: In view -of -all

these reasons, may I ask why the

agreement was made operative imme-
-diately? ‘The Ministry was fully aware

that there was bound to be a. time-

lag. Why was no provision made for
- the time-lag in the agreement?

- Shri F. C. Badhwar: The time-lag
is the _time taken to complete, the
faaotory.

Shri T. N. Singh: You' should be
:aware of ‘the ®hangés inf the design of
:the coaches. Why did-you -enter into

. °*. ..
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commitment of making certain pay-
ments at the be;in_nimi of every yeas?
1

Having known the “likelihood of de-

;lay in  starting manufacture, I, want

to know why we were not -protected
under-the agreement itself against that
time-lag?

"Shri K. Sadagopan: 1 wish te put it
to the Public Accounts Cémmittee that

.here we are trying to do something in

the nature of 2~ pioneering effort. The
Auditor-General remarked that we

-must *have had experience of Railways

for over hundred years in-India. It is
quite true. But here is a type of goach
which .is eonsidered. to'’be the most
modern, which has the best riding
qualities tested in the most a ivanced
countries. We, in the Railway Ministry,
in the wake of independence, tried to
advance Railways by. entering into a
technical aid agreément. In any  big
industry like the Railways, it is better
to spend as much time-as possible 1t
the technical examimation of the pro-
ject, so that the best results might be
‘obtained.

Chairman: Better you redlise your
résponsibility at, the beginning.

Shri K. ‘Sadagopan: 1 wpuld crave
the indulgence of the Commnittee, and
I hepe they will give us all the time
that is required to deal with this very
important matter.

Chairman: We will give you full
time.~ We will give you two days.

Shii K. Sadagopan: This is a very
complicated matter, and I would im-
plore you to join with us in examin~
ing aH the details.

“Chatrman: Would you admit that
this is .your first venture to go into
partnership with foreigners with all
thve diplomatic problemsg that are behiné
it?

‘Shri K. °© : 1 dnly ‘submit
‘that we have taken care of all those
points.

Cbal{map: That .is for us, to judge.

‘Shri- K. Sadagopan: I am prepared
to go into all these details with the

¥
-

Chairman: The point ‘is that this is
t enter ‘into a
partnership with foreign  countries
and giving them the upper hand.
That is what Shri T, N. Singh is trying

‘to make out., 'You know there is

criticism by the piiblic and the Press
T do not express

1
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-I will express them towards
“abi.

my views.
the end.

-8hri K. Sadagepan’ My sduty. con-

sists only in placing.&il.. tlr trebe\ztahxit‘
3 ore S

facts and . consideratiops
Gommittee. It is- for you té come¥
your: conclug.xon ) .

Chairman: Our. duty we will do.
You have- to explain why you took
such steps.

Shrl g Sadazopanf _The first point
Shri Singh has taxse?, is this: Why
did you not bargain- féor this- ti
when you entered into this contradct.
My point is......

'Chaifinan: 1 do not want_individual

points,
Shri K. Sadagopan: I’ must apotos‘fse

Our view of the matter. is-that in:this.

technical aid. agreetrierit,” only after one

enters mto a tecbmcal aid “agreement, -

the confracting party is prepared to go

into .the details of what you want..’
‘Then they start their technical
examination.

Chairman: [ have not come. here to=

cross-examifie you, but did: you con-
sult the Solicitor-Gerieral’ and
.Attomey-General' in th’is regard?

Shri K. ‘Sadagopan: We did consult
the Law Ministry. - . -

Chairman: And you have got their
views in writing? Are they available?

.Shri K. Sadagopan: Yes, Sir. May I

elaborate the point? The broad prin--

ciples are Settled. ' Then, for. a coach
to be tried out in tropical conditions.
there are so many details. to, be
examined.

Shri Narahari Rao: And yet these
coaches were so urgently required.
That is the point. Well, you ‘made
this agreement, bhut the urgency. is the
argument advanced.

Chairman: It is 1 p.M. already, and I

have promised.Shri Nayar to allow
Him to put ‘one question: . In the
meantime, do you want to meet this
afternoon?

‘Shri M. L. Dwivedi: No

Chairman: Do you want te mee$ on
Sunday? If afterneons . dre- barred,
let us meet on-Sundays: o

Ya - .- . .

Shri M. L. Dwivedl: Wé have no
objection to meet on Sundays.

"Chairman: We will décide the time
later on and inform the Ratlway Board.,

me-lag .

the -

[ Sl

MINUTES OF EVIDENCE

Wewnll meet . on, SundaJ, or_: on ‘the

wm1 -

Sh V..P. Nayar; I want some n-
form.a}wn about. ‘the _ gngm .. of this
contract. L.

Chairman: Please.put your. questum
spemhcally

ShriﬂV. P. Nayar: Sir.-as far-as. 1.
know, Switzerland is.a country, the
economy of whicn is based. on the
supply of highly valuebd articles. . of
small “volume, and  the.” opiniofy seeths
to be that in Switzerland .there' counld .
be no mass production..of voluminous
articles  because :they are faced with
ever. se. many trangport . difficulties...
How did it happen _-that with ali
these things, Jou 0] xtractcd with a
Swiss ‘firm, for. the nufacture *of @
these massive coaches? Did you ex-
plore the possibilities :of * getting the
coaches from- other - countries before -
you entered into the contract with this .
Swiss firm?

Shri K. Sadagopan: . Two .questions -
have. been raised: is, why we
entered into a contract®with the Swiss -
firm which is reputed- to make only -
specialised 'articles,; and ‘is. not good at

mass production. The second |is-
whether we consulted.other coacha
builders. )

The answer.to the. first question is.
this Switzerland is probably the -
most highly advanced cowntry so far-
as engineering - is - conceraned. : For
example, when we have - specialised
types of rolling stock, big wugons, tank .
wagons, ¢ranes and things like that,
we had necessarily to-go to Switzer-
land, and here is a désign of a coach
which, although they may not’be"able-
to produce on a largé mass scale. they
have perfected which only shows their
advance in engineering, and this ‘de- -
sign iz proposed to be worked in India,
and on a mass scale, and we hope to
get results...... ... o,

Shri Narahari Rao:r A désign which
has not been tried on-a mass scale in
Switzerland iiself!

Shri K. Sadagopan: In Switzerland,
they have a capacity for 100 coaches. .
We are prepared for 350/400 coaches.,
I may assure the Committee here thal:
we hope to build to this design, gnd
produce a cqach which will compare :
favourably with the roach that is being -
produced “in “Bangaldre in- cost. with
very much better technical qualitieg,

Chairman: At ‘a’ chear.er prlw K. ¢

same prite? |

40
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o Ay

Shri K. Sadagopan: Same if not
cheaper. The second question is whe-
ther we did consult other big coach
builders. We have consulted probabhy
all big-coach makers in the world,
Amfr{cans. English ' and also Conti-
nental.

Shxi V. P. Nayar: Did you , consult
the W.S.S.R.? Do you know that the
U.SS.R. is building coaches? Let it
not be ynderstood that, . I am putting
thie question from a partisan point of
view alone,

Chairman: I do not think tbey were
constulted, ‘but we shall insist in Parlia-
ment. ° : ’

Shri M. L. Dwivedi: How many
technicians have been trained to build
these coaches in India?

Ehﬂ_ K. Sadagopan: That we have
definitely “held over. A complete
Hinduslan Facicry coach  now costs
Rs. 1,30,000. We hope to" manufacture
this type of coach also, when nmass
production will have been established,
at this 1ate, with very much better
qualities and much greater satisfac-
tion to the tragelling public.

Shri T. N.. gh: I think Shri
Santhanam announced that the
Perambur factory:: will go_ into pro-
duction in 1950 or 1951,

"Shri K. Sadagopan: Work ‘has
already started. .

Shri T. N. Singh: What was
announcemeant that he made?

. Shri K. opan: 1 am not
certain. It will take another couple of
years. . .

Chairman: Let me adjourn the
Railway disclission either till Sunday
or the 10th and the 11th. B:..i bel.re
we disperse, I 'have to tell ynu that

the

tomorrow we cianiine the Zomiraoi-
cations Minisiry from 10 aM. to 11
AM. and then the Posts and Tele-
graphs Department~ whivl,  will tuke

another two nours, Secrelary may
telephone the Communications Minis-
try to come first, and the Posts and

Telcgraphs at about 11 aAm. Shri
Badhwar, ypu will have t¢ accommo-
date yours¢lf to the meeting on
Sunday if the Commnittee “wants to

veet.on that day.

-Shri F, C. Badhwar: I have to carry
‘out rather an extensive tour, but if the
Committee insists. 1 shall cancel it.
Thé only -thing is this tour means
a certain number” of appointments
with the oil companjes in Bombay.

Chairman: You make all appoint-
ments .after the 11th night. We
request you to stay here till thd 11th.

PUBLIC ACCOUNTS COMMITTEE
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I am sorry the Auditor-General can-

not go all over India. For us, he
hag to postpone.
Shri F. C. Badhwar: 1 am

hr ; jugh ex-
plaining my position. .

Chairman: Let me make it the 11th.
Mos! of us are booked to go elsewhere.
We have engagements. Up to the
11th we will engage your attention.
Thereafter, you make your own
engagements. If anything is left
over, we will ask you to come after
the 20th October. .This Committee
will adjourn till*the 20th or 22nd
October. R

Shri F. C. Badhwar: 1 was goiné to
ask your indulgence that my colleagues
may be present, because......

Chairman: It shquld be, an Engineer’s
point, nat an Establishment Member’s
point. T do not want to hear much
from the Finance Section on what the
Engineer will have to say. I want'to
know what il;e Engineer had in his
mind in 1948 when he ‘thought of
accepting this design. 1 always con-
fine my questions to technical matters.
You are the Financial Direstor, and I
am the shareholder. 1 want satis-
faction from you all.

Shri F. C. Badhwar: Perhaps I could
go now. and come back on the 1l1th.

Shri T. N. Singh: When are you
going? '

Shri F. C. Badhwar: I am going to-
morrow morning. 1 have got these
appointments with_ varieus people.’

Chairman: Would you come on the
7th or 11th?

Shri F. C. Badhwar:
back for the 1ll1th.

I will come

Chairman: Make it 10th, aftertoon.
Tenth is Wednesday. Suppdsihg ~we

shorten our work, we may meet on
the 10th. e
Shri F. C. Badhwar: With your per-

mission, if this will suit you, I will try
and fly back for the 10th and 1lth
for this meeting.

Chairman: That will be all right..
You give us a holiday on Sunday.
Shri Deb has kindly prcmised to send
copies of ithe agreement, and every
Member will receive it by tomorrow
morning. Thank you for the moment.
We will meet on the 10th.

o

The Tommittee adjourned at 1.10 P.M.
till 10 o'clock on Thursday, the 4th
September, 1952,
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PosTs AND  TELEGRAPHS DEPARTMENT
Balance of StoTes

{Page 4. para. 6 of the Audit Report]

Chairman: I will draw your attention
to page 4, para. 6 of the Audit Report—
the Directar-General’s financial review
regarding stores balances.

Shri M. L. Dwivedi: Regarding stores
balances, the value of stores in stock
including the value of works in pro-
gress on the 31st March, 1951, was
Rs. 4.35 crores against the revised limit
of Rs. 35 crores. The question is
why was this stock in excess of the re-
vised limit retained? Heavy accumula-
tion of stock unnecessarily locks up
capital and involves risk of deteriora-
tion 1 storage.
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Shri B. R. Batra: In regard ta the
stores procured in England; the debiis
raised by the High Commissioner: to-
wards the end of the year were more
than anticipated, because it cannot be
foredeén wijth any ‘accuracy whether
any particujar stores .will be delivéred-
in time or not. The same thing occurred
about the purchases made in India, and
the last item was that a large stock
of recovered copper wire was returaed
from the works to the stock, about Rs.
60 lakhs or so..These things were; to
a ‘great extent, responsible for the in-
creased stock, but since then we have
taken steps. As you will appreciate
during the war years, a lot of stores
had collected, some of which may not
be required, and so we have taken
steps now "to issue substitutes-‘or use
stores ‘which would normally "not be
used and so on. so as to reduce stocks
and Wwé hope that in the near future
a1 ;/ory eflective position will be ivaik
abilae "

Shri Krishna Prasada: We have a's¢
commissioned a firm  aof experis 1,
advise us.in rogard to this matter.
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Chairman: From outside? Did you

find outside experts necessary?

Shri Krishna Prasada: They are (o
advise us about accounting procedure,
what stores and how much stores
should be kept'and all that.

Chajrman: This Audit Report is-for
1949-50. The Accounts of 1950-51 and
1951-52 are almost now completed.
What is the present position of stores
balancés? - Has it improved? Has it
reduced? .

Shri B. R, Batra: The position is
that last year we actually issued raore
stores from the stocks and reduced the
balance for 1951-52.-

Shiri 'T. N. Singh: By transfer ‘entry
only to the workshops?

Shri B. R. Batra: By actual 1ssue to
works. The firm of advisers have
really been asked 1o advise the Depart-
ment about the method of provision,
planning and control of stores and
about the redundant stock position and
~bout the requirements of stores lay
out and so on, so as tq.have better
control, purchases and so on. Their
report is expected in about a month’ or
two. Two preliminary reports have
been received and action is heing taken
on them, i

Shri T. N. Singh: Who is this
“Ibcon™?

Shri Batra: It is a Swiss firm of
consultants. They have a team of
experts who have advised Ordnance
factories and.so on.

Chalrman: Do you compare your last

. stores balance with that of the Railway

workshops and do you benefit by con-
sultation with the Railway?

Shri B. B, Batra:
done so.

Chairman: You are never in con-
sultation with the Railway workshops?

So far we have not

Shra B. R. Batra:. The stores that we
wuse are of a different type, but there 1s
no doubt that a certain amount of con-
sultation. wor'd b~ helpful to ensure
what percentage of stores the Railways
maintain for maintenance or con-
struction purposes. and what percentage
should be,maintained.by the Posts and
Telegraphs. .

Shri T. N. Singh: As far as I remen.-
‘ber, under the Railways, they put a
life to each item of stores anti also the
‘total replaceability = every year, aud
that is the basis on which they arrive
At the minimum, stores , balance that
What is the ﬁ"sﬂnél;

ple on which this ﬂm gf, s 3%

crores hgs been arr
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something like that on the Railways or
hgf some other principle been follow
ed’

Shri Narahari Rao: 1 would like to
add to that question. whether they
make some distinction between Indian
articles—obtainable and manufactur-
able in Indla without use of imported
articles—and irhported articles, because
conceivably, some sort of stock-piling
may have to be done when interna-
tional conditions are somewhat
obscure, 'and & larger limit may have
to be permitted for imported articles.
Do you bear that also in mind. because
the Comrhittee’s recommendations that
the stores balance ought not to be
excessive must be interpreted..in tlie
context of these considerations?

Shri Krishna Prasada: In fact. it has
been very difficult to.obtain certain
kinds of stores.

_ Shri B, R. Batra: In practice, the
indigenous stock is kept only for six

" months requirements whereas imoort-

ed requirements are maintained fcr a
year. i

: s
Chairman: Formerly it was three
months.

Shri B. R. Batra: That was long ago
when it was abuyers’ market when you
needn’t even have three mouths’ stock.
It is a sellers’ market today. and the
position is so difficult that at times we
have hud to face hold-ups in the work-
shop because iron sheets and varicus
things are not available.

Chairman: Is the ' scarcity in iron
sheets and all these so much that you
must maintain six months’ stock?

Stri B. R. Batra: During the elec-
tions, for example. red hot priority
was given for making ballot boxes, and
for several months, we could not got it.

Chairman: That will occur only oace
in five years,

Shri B. R. Batra: The position has
eased now, and actually we at times had
only a fortnight's stock on hand, but
now we have built about three months'
stotk, and we mean to have a!' least
six months’ stock.

Chairman: That will again increase
jt. It won't be Rs. 3:5 crores. It
would be more.

Shri B. R, Batra: At present. the
balance has been fixed on an ad hoc
basis, but we have decided to fix the

maximum and minimum limits and
then arrive at the exact figure on a
scientific basis.

Chairman: The expert will make

some recommendations and then you
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will recommend to Shri Pai, and ‘then
the Ligure will be arrived at?

Shri B. R. Batra: That is so.

- Chairman: Will you put a financias
man with knowledge of telephone
workingato supervise the stores? Do
You think.the expert will be a super-
man to do everything?

Shri B. R. Batra: After they have
submitted their recommendation, ” we
will consuly. our Finance Ministry, and

arrive al .certain figures.

Chairman: Have they got experience
of management of such huge stores
and the dAficulty that you just now
narrated? N . .

Shri B. R, Batra! They say they have

vast “expbriencé. -

Shri Krishna Prasada: Actually the
people to whom they entrust the job-—
those who do the work for thein—are
specialists in this very particular line
and they know commercial practice

too. -
Chairmap: Commercial practice . ia
smail®  countries like Switzerland!.

Switzerland has been on the mind of
our Government recently I find, but
we have to bear in mind the large area
of India. I have experience of so many
experts who have come and gone and
their reports are not made availahblé to

Members of Parliameny unless a
cyrious man like ‘me wants to see, oud
of curiosity, what that particular

expert had recommended.

Shri Narahari Rao: I was wondering
whether these experts would deai with
general organisational methods,
amenities and so on. I did not know
they would give expert assistance in
determining your location or tho
amount of stores that you should keep,
the kind of stores, -etr:
would require for more technical in-
side knowledge and departnientai
administration. I thought you would
be more competent to deal with that.
1 am telling you'this because I myself
toyed with the idea of inviting this
firm for assisting my Department be-
cause I have in my Department 1.300
neople huddiéu wgether, amenities are
poor and so on. But they wrote to me
how they woauld .arganise the entire
system of accounts and audit, and [ got
trightened and dropped the 1idea.

Chairman: You take on a Railway
man and two others and form a com-
mittee.

Shri Krishna Prasada: The original
letter about the employment of this
firm came to us from Shri M. K. Sen

1 thought’ that*
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Gupta, who: was our Financigal Adviser
a later became  Deputy Auditor-
Genexfgl.) -

Shri Narahari Rao. He ‘did not
suggest it as Deputy Auditoc-General,

Chairman: Within the first few years
of dur sovereignty we are having a lot.
of foreign experts. Let us have some
reliance on ourselves. I would very
much -value if you take a' Rallway
expert from the Stores Departmer-t, arnd:
one Accounts authority.:; - -~

Shri Krishna Prasada#: We (ried to
obtain a Stores Officer from {he Rail
ways and we tried very hard. , I went.
and saw the Chief Commissioner o
the Railways myself and asked him to
give us a man so that we could put our
Stores organisation on a proper besis.

Chairman: May I suggest it is not a
Posts and Telegraphs problem? The
stores are in any industrial concern
even in the Railways. It is the biggest
industry with Rs. 800 ‘crores of capital.

* Why not the Government of India thini
al a higher level to go into ihe stores
problemg with the help: of the Auditor-
General and appuint a committee, s¢
that we could arrive at a basis ¢n
which our stores should be maintained?
Tre Railway are recently having a Staft
Committee. Did you read tne Staff
Commitiee reports and their racom-
mendations?

Shri R. Narayanaswami: So far
as this particular thing is concerned, it
was done-with the full knowledge of the
Accountant-General concerned. We
had a full meeting at Calcutta, when -
the representatives of the compary. the
Chief Engineer, Shri Sivaramakrishnan
and myself were present. We fully
went into this question, and it was the:
considered view of Shri Sivarama-
krishnan that this could be givea tu a
specialist of this nature:

Shri Narahari Rso: ‘We shall await

the results. :

Pandit K. €. Sharms: What is the
total cost?

Shri Krishna Prasada: The lotal cost
is Rs. 18,000, °

Shri T. N. Singh: This stores quesiion.
is coming up very often in regard. to:
almost every Department. You were
kind enough to send some of us _to
examine the stores of the Defence De-
partment. I think from -vha* the
Committee has, obseryed, it appears
that the whole position regarding storex
.in all Departments is very unsatis-

factory.
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Shri Narahari Rao: Most unsatis-

factory.

Shri T. N. Singh: wxsh Lhe Com-
mittee would make a detailed examina-
tion of the whole question in its proper
perspeetive.

Chairman: We shall bear this in mind
as we proceed with the examination of
witnesfes from the various Miiistries.
Apart from any expert inquiry that
may be made, we may offer our sug-
gestions in our Report, and place them
before Government for action.

Renewals Reserve Fund

Pandit Munishwar Datt Upadhyay:
On page 5, under item No. 8 it is stated:

“A detailed review of the method
of contribution to the Renewals
Reserve Fund was undertaken “by
the Department and the Comp-
troller and Auditor-General
suggested that a scientific mechod
should be adopted to fix the annual
contribution to the fund. based on
the average lives of assets which
should first be determined by a
committee consisting of an
Engineer and an Accounts Officer.”

Chairman: What are the main re-
commendations of the Committee set
up for this pumose?

Shri Krishna Prasada: The Com-
mittee has prepared a report, ond it is
being submitted to us. The main
recommendations of the Committee are
two in number. The first is that the
Committee thinks that the presc..t life
of the assets is rather on the low 'side
and that it could be longer. The cecoud
is that the Committee feels that the

. renewals reserve fund should be re-
placed by a depreciation reserve fund.

Shri B. R. Batra: The depreciation
reserve fund is the commercial
practice, and probably it was at the
instance of the accounts people that
the renewals reserve fund was created.

FPandit Munishwar Dait Upadhyay:
Could you be more definite about the
first recommendation?

Shri B. R. Batra: For instance, the
present life of telegraph posts is 45
years: the report says thiit it could well
be G0 yeurs. Simoilarly copper wire has
a life of 40 years, and the propusal is to
have a life of 60 years, At preseny, the
contributions are more or less on -an
ad hoc basis. In future when the lives
have been laid down. it would be on a
scientific  basis—that it will require
roplacement .in 8o many years. that
the. contribution, will b¢ made not on
any ad hoc basis. or any fixed amount.
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Chairman: In the expert committée,
did you have any expert from the Rail-
ways, like the Chiet Engineer. or any
stores authority?

Shri B. R. Batra: Yes, all sources.
were consulted.

Chalrman: I want to know whether
the Railways which are also using.
copper -wire like the. Posts and Tele-
graphs were consuited in-this matter.

Shri B. R. Batra: [t is Posts and
Telegraphs that provides these poles
and other things for the Railways. The.
R:-;ilways do not do anything them-
selves. i

Chairman: Can you give us the
names of the experts and say whether
there was anybody from the CW.P.C.?

Shri Krishna Prasada: The committee:
consisted of two Officers, one Posts and
Telegraphs Engineer, and the other
Deputy Accountant—General trom the
A.G.’s Office.

Chairman: -The CW.P‘(,. who are
concerned with = these  multl-purpose
projects will also be using these things.
I wanted to know whether the same
common figure as to the life of these
things is kept in view, for ad these
Departments under the control of the
Government of India.

Shri T. N. Singh: How is it now that.
they say that the contribution to the
depreciation fund should be a‘ a higher-
rate when I believe the original princi-
ple was one of replacement value? The
prices have been rising, and how is it
that you worked at a lower rate on the
rerewal fund than on the dcpreciation
basis? .

Shri B. R. Baira: Once this depre-
cintion fund is based on the life of the
assets, the contribution will be higher
than at present. The contribution at
present is about Rs. 75 lakhs a year,
and on this scientific basis it will be
Rs. 109 lakhs a year.

Shri T. N. Singh: The contribution to

“the depre(iatlon reserve fund is based

on the previous book value of the asset.
and a- certain percentage of it is de-
ducted year after year, while in the
case of replacement or renewal fund,
as a result of rising prices, the rate of
contribution should be higher than in
the depreciation fund case.

Shri R. Narayanaswami: ThlS ad hoc
contribution was based on considera-
tione of capital at charge, when it was
much lower than what it is. ‘The capi-
tal outlay has been growing.

Shri Narahari Rao: It was lower fe
a clifferent reason.
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Chairman: This subject will be dis-
cussed at length in Parliament, when
this - question of increased life comes
up, because it will have repercussions
on other concerns also.

Loss in a Head Post Office
[Page 27, para. 18 of the Audit Report]

Pandit Munishwar Datt Upadhyay:
In -connection with. the case reported in
para. 18 on page 27, 1 want to know on
whom the responsibility was fixed, on
the Treasury contractor or his agent”

Shri Krishna Prasada: We fixed it on
the contractor, the agent is only his
employee. The agent has been pro-
secuted; the civil responsibility has
been fixed on the contractor, and the
criminal one on the agent..

Pandit. Munishwar Datt Upadhyay:
On puge -28, para. 3, it is stated:.

“The loss was rendered possible
by the non-observance on the part
of the Postmaster and also the
employees of the Imperial Bank of
certain departmental rules relating
to the receipt and clearance of
cheques, and their remittance to
the Bank.”

I would like-to know what action nas
been taken against the Officials who
were involved in this?

Shri Krishna Prasada: We have pro-
secuted the ."Head .Treasurer,
Accdlintant, and Supervisor of the Post
Office. The Accountant-General has
taken up the question of fixation of the
responsibility upon the Accounts
Officers who neglected their duty.

Shri Narahari Rao: That is a different
matter altogether. The money has been
lost in the Post Oftice, and the primary
responsibility for the failure rests with
those who have lost_the ngoney. As for
the delay in the detection of this, I
have alrcady issued a directive to the
Accountant-Genera! asking him to
write to the Civil and Posts and Tele-
graphs Accounts Oflicers and fiad out
why such a long time was taken in dis-
covering the discrepancy between, “the
remittance shown by the post vlice as
having been paid to the Treasury and
the amount shown as recovered in the
Civil - Treasury. Charge-sheets have
already been is:ued to the persons con-
cerned.

Shri  Krishna Prasada: There was
some negligence on the part of the bank
officials also. and I believe the Audit
concerned has taken up that matter.
As far as we-are congcerned, we have
forfeited the seourity of the contracfor.
The criminal case ik proceeding, and up
till  yesticrdaay there have been six
hearings. When the case ir -.nalised
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we shall recover the balance from the
contractor. The contractor had deposit-
ed in this case Rs. 30,500,-and this we
have forfeited. ‘He has got with us
other contracts. in which the total
security comes to about Rs. 3,64,000,

:Sbri Narahari Rao: Why have you
recovered the entire lossyfrom ti:e cggE
tractor? .

. Shri Krishna Prasada: We are await-
ing the disposal of the criminal ca‘;’:lt

Shri V..P. Nayar: Supposing th
goes against you, what l\)\'r)ill ycﬁx dg?case

Shri Krishna Prasada: We can insti-
tute a civi} suit in a Court of Lav;?su

8hri Narabari Rao: Under the terms

of the contract, you are entitled to re-

cover the full money or forfeit the

;%(iruerilt)yeé I Itiel _thhatt the security should
n straightawa i

not left to :he Cgourt. v forfeited and

Shri Krishna ®Prasada; The entire
security of Rs. 30,000 which was filed
for the Allahabad Head Post Office has
been forteited: As for the balance, we

have to awail the jud i
ve ent i
c¢riminal case, jucem n the

Shri Narahari Rao: .That shows that
the security amount is inadequate.

Shri Krishna Prasada: We have a
formula for working out how much the
security should be, and it was on this
basis that ihe security in this case also
was fixed up.

“Chairman: In instanceés ‘of such de--
falcation by don‘ractors, you are taking
OILY penai mcasures against the con-
tractor after termin-ting the contract,
Are you not exercising any depart-
mental authority over these contractors,
with a view to avoiding the delay of
eight to ten years which is caused, if
the case goes belore a Court of Law?

Shri Krishna Prasada: We have got
our own agency for exercising super-
vision over our peaople. It is a matter
of laxity on the part of the Postmagter,
not only the Postmaster but three o1
four other people.

Shri U. C. Patnaik: What action did
You take against the Postmasters?

Shri Krishna. Prasada: We have re-
verted two Postmasters.

Shri V. P. Nayar: s that adegaate
punishiment in such cases? .

Shri Krishna Prasada: We have pro-
secuted three people.

Acharya Agarwal: Prosecuted with
what result?

5° .
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Shri Krishna Prasada: It is going on.

Shri Narghari Rao: What I-would
suggest is that you have done the right
thing, of course; in forfeiting the
security of the man. Why can’t you
persuade him to pay up also whatever
is due in_ case you are continuing him
as your contractor? .

Shri Krishna Prasada: | think theve
will be no difficulty, but I should like:..

Shri Narahari<-Rao: The longer you
delay the more difficult it.-may become
to get that money.

Shri Krishna Prasada: Under the law,
we could only get the Rs. 30,000 which
we have as security.

Shri Narahari Rao: That is under the
Jaw, but can't you persuade him and
tell him that his reputation is at stake...

Shri Krishna Prgagda: He has got
other contracts. T total security is
Rs. 3.64,000. ;

Shri Narahari Kae: You cannot for--
feit his security in connection with
other contracts. .

Acharya Agarwal: Then the securities
ought to be revised.

Chairman: They can’t forfeit even in
the other contracts provided there is a
decree of the civil court against him.

Shri Narahari Rao: I am suggesting
that the man with whom Govcrument
is dealing extensively shauld be told:
‘Look nere, you are dealing extensively
with us' and then you persuade him &nd
get the money from him without wait-
ing for anything.

Pandit Mutishwar Datt Upadhyay:
I do not think that the security in other
cases can be forfeited.

Shri Narahari Rao: Tha' is quite
true: I agree. That is precisely the
reason why [ suggest that they may use

. persuasion. My simple suggestion is:
that you persuadefhe contractor to pay
up the money instead of having to ¢o to
‘a civil court,

Shri Krishma Prasada: We shall take
it up with the contractor.

Shri Narahari Rao? That is the kind
.of thing you ought to do.

Shri Krishna Prasada: It is to our
advantage.

Shri Naraharf Rao: Tt is to his
advantage also His own reputation is
at stake. .o '

- Pandit Munishwar Datt Upadhyay:
1 wanted to know whether these
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persons—clerks, superintendents, etes—;
whom you have prosecuted, were. f:émd
to be in coflusion*with the_tontraétor
in these transactions. «7- "« ™. .

Shri. Krishna. Prasada: It.is"&' erimi-
nal breach of trust and forgety also.
betause they were forging the acgou'_nis.

Pandit Munishwar Datt_Upadhyay:
You found that the two ,.qut%?ag}gr;-
}vhptr;) you reverted hadpaqt pertigipated*
in it? -~ .. : - - '

Shri Krishna Prasada: There is no
evidence. It has been investigated by
the police. They have 'got notHing:
against them except negligence. "

-k

_ Shri V. P. Nayar; Do you think that:
in_such cases, ajthough legal guiit. can-
not be establisheéd by the policea it is
advisable in.the interests.of the Depart--
ment to punish by reversion? What is
the loss of pay In thig revetsion?® -

Shri Krishna Prasadd: They used to
be gazetted Posimasters: they have
become fion-gazetted.

Shri V. P. Nayar:
of pay per month?

Shri Krishna Prasada: The loss wouid
be at least Rs. 100 a month.

Shri U. C. Patnaik: ‘Non-gazetted is
an advantage to them because they cawr
continue im:service for five years more.:

Shri Krishna Prasada: It is up {o us

to retain them or not.

Chairman: Let us leave if at that.
There are other circumstances _ under
which this Committee is not{ very hard
on low-paid servants..

What is- thg loss -

Pandit Munishwar Datt Upadhyay:
These things might recur.

Chairmuan: We have made a. note of:
it. There are other cases coming.
Shri V. P. Nayar: Here is a case.in.
which the postal authorities have had-’
to revert a particular- Otficer from a-
gazetted post to a non-gazetted post.
The very fact that he has been reverted
shows that at least in the mind'of the
postal authorities. there is positive
guilt on his part—positive negligence.

.Shri Krishna Prasada: Certainly.

Shri V. P. Nayar: By reversion from
a gazetted to a non-gazetted post, by
the time he retires he may have earned
thousands of rupees more in the non-
gazetted' post, because in the-gazetted
post he must retire-at 55 while in the
n?ré-ogazetted peost he may retire only
a .



Shr. Narahari Rao: Not necessar-ly
Thathas been altered. . . - ..,

Shri V P. Nayar; I am usmg the
word “may’. He may be, so that you
are giving ‘a longer handle for him.

§hri Krishea Prasada: Then what
sha]l we Ao? We can only revert him
‘to a non-gazetted post.

Shri V. P. Nayar: Why not mete cut
more deterrent punishment?

Shri Krishma Prasada:  When e has
been so negligent, -why should we go
out of our way to grant him extension?

Shei V. P. Nayar: If there are suffl-
cient. reasons, for reversion, why don’t
you .give some, more deterrent punish-
ment? . . R

Pandit K. C. Sharma: Why not dis-
‘miss him?

Shri V. P. Nayar: Why not dismiss
"him in the‘interests of the country”

Shri Krishna Prasada: That depends
upon the degree of his negligence. This
factor was taken into consideration.

Chalrman: I congratulate you (point-
ing to Shri V. P. Nayar) on your
observations, because my experience in
the Public Accounts ‘Committee with
the Director-General of Posts and "ele-
graphs and others in eonnection with
these- punishments. is the opposition of
the Labour and Trade Unions. T am

g'ad you advocate such punishment.

Shri V. P. Nayar: The real purpoce
is, if he was found to have committed
something wrong. irrespective of ‘his
post—whether he i a worzer or not—
let there he drastic punishment.

. Chairman: Thank you for enunciat-
ing that principle. Shri Nayar.

‘Shri Krishna Prasada: The punish-
ment must be adequate to the offence
or the degree of negligence.

Shri V. P. Nayar: [s the order of
reversion dr dlsmxssal an_ appealable

‘order?

‘Shri Krishna Prasada: Yes. All
punishments are appealable

Shri V. P. Nayar: Who is the

authority who 'hears ‘su¢h cases~-the
same authority as passes the order of
reversion or..... ?

’Shtl Krishna Prasada: Appeals go to
‘the authority higher than the punishing
‘authority.

Shti S. N. Das: Did the 'Derartmenta‘
.enquiry—not:the police enquiry—reveul
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that the Officers concerned were dim
conspiracy.?

Slm Krrlslma Pruadn No. if there
was conspiraey, then we would have
got them prosécuted toor The police
‘themselves would have dene it.

Shri S. N. Das: Did not the persons
‘inquiring into the matter find any con-
spiracy?

Shri Krishna Prasada: May I add
that if as a result of these crimimal
cases we find thjt these people were
grossly negligent, -thtn- We dan punish
them further. -

Shri' V. P. Nayar. You can never do
that. Your can never use. the evidence
against them in a Court and then
punish them. It is most”illegal.

Shri Krishna Prasada: In Deparc-
mental proceedings we can.

Shri Narahari Rao: The judgment caix
be used in the evidence.

Chairman: Let us go on to the next
item.

‘Shri T. N. Singh: We- have got a
number of cases—at least three or four
of them are of great importance—
namely. the Japanese cables, the Cal-
cutta telenhone aftair and the National
Savings Certlﬁcates and one or two.
more.

Chairman: Let us go up to 1.30 p.m.
if we can finish Posts and Telegraphs.

Shri V. P. Nayar: It must be noted
that the particular punishment referrec
to is a blessing in disguise.

Shri §. N. Das: That we can dlscuss
again in the meeting.

Chalmman: This will come up again.
We have been dealing with punishment
cases—adequate or inadequate—for the
last. 25 years. My efforts to please the
Labour Unions have been appreciated.
T -am only giving my personal reaction.
1t is the same thing with many of us.

Shri V. P. Nayar: I can assure you
that there shall be no place fcr
corruption in Labour Unions.

Chairman: On behalf of us all, I
thank you for that assurance. "Then
we "take up Natlonal Savings Gertl-
ficates.

National Savings Certificates

| Page 29, para. 20 of the Appropria‘ion
Accounts (Posts and Telegraphs). 1949-
50 and Audit Report,.}951].

Acharya Agarwal: It is on page 29,
para. 20eof the Appropriation Accouuts.
(Posts and Telegraphs), :1949-50, ' and
the Audit Report, 1951. The Nationak
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Savings Certificates ought to have been
for 12 years; later on they were only for
5 and 7 years and most of these certi-
ficaies were cashed, with' the result that
about 33 lakhs of rupees were wasted
in all thig effort. What is the explana-
‘tion for this?

Shri R, Narayanaswami: Thele are
iwo aspects to this question. One is
that in the matter of small savings and
national savings certificates the Posts
.and Telegraphs Department purely acts
as an agent on behalf of the Govern-
ment in the Finance Ministry and the
policy regarding these certificates is
-decided by the Finance Ministry.  In
this particular case it was decided st
the very highest level and an Ordinance
was issued. In the beginning they
made" it payable—this bonus—in the
form of certificates in which there is a
lock-up period of about 18 months
‘thereby . ensuring that the money will
remain with Governrment for at least a
Year and a half. But then there was
s0 much pressure from the Labour
Unions that Government had to climb
down and make it payable in the form
of five and seven year certificates in
which there is no lock-up period, but
even so it was hoped—probably again:(
hope—that at least half of the money
thereby paid would -still remain in the
hands of Government, thusg counter-
acting inflationary tendencies. But it
‘was in the nature of an experiment,
because there was no past experience
to guide Government in this matter.
and as it transpired. it proved that the
bulk of the amount was encashed very
soon after it was paid in the form qf
-certificates.

Shri Narahari Rao: They got them
aéh one window and cashed them at an-
-other. : :

Shri R. Narayanaswami: So far as
the Posts and -Telegraphs Department
-were concerned, they were paid all the
expenses incurred......

L

Shri Krishna Prasada: It was a
metter of policy agtually.

Shri M. L. Dwivedi: But when such
4requent cancellations took place you
-could have represented to the Govern-
ment that the sums may be paid by
cash and not by certificates, and you
could have obviated this expenditure.

Shri R, Narayanaswami: The deci-
sioh having been taken at the highest
1level and the Ordinance having been
issued ‘the Denartment had no alterna-
tive except to do its best and eooperate
in the scheme. -

Acharya Agarwal: Was it considered
zat Cablnet level?. .

PUBLIC ACCOUNTS COMMITTEE
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Shri Narahari Rao: Surely this sug-
gestion would have occurred at &
lower level—it would ot have occur
red -to Gabinet Ministers to do it.

Shri V. P. Nayar: May I know what
was the actual amount 'held b
Government in the form of certificates?

Shri R. Narayanaswami: 4Abhant
ke, 2 crores.

Shri V. P. Nayar: Were the abour
unions consulted beforehand?

Shri R. Narayanaswami: Yes.

Acharya Agarwal: I would like to
know ‘what action Government has
taken in order to obviate such loss
in the future. Was the point brought
to the notice of the Cabinet and have
they"taken any action for *uture guid-
ance?

Shri Narayanaswami: It has been
brought to the notice of the Finance
Minister—I don’t know if it has gone
to the Cabinet. :

Shri Narahari Rao: The Audit
Re?ort will bring it to their notice.
This is creation of unnecessary work
and it meant enormous strain to the
post offices and to the postal actounts
offices. Over Rs. 2 crores worth certi-
ficates were issued to no purpose. not
understanding the psyc¢hology of the
workers and ignoring the fact that
they have no money to pay, you force
these certificates on them: they took
them from one counter and cashed them
at the:-next counter. The very fact
that Government had .to change the
law and enable the certificates to be
cashed at any momen{ showed that
Government were aware that the certi-
ficates could not be held. Why issuecl
them at all?

Shri 8. N. Das: Mr. Chairman, will
not the Finance Ministry explain these
circumstances to - us?

Chaimman: 1 will - not . compel
Shri . Negi—he has ' come ds an
observer—but Shri Negi may convey
this to the concerned person in Finance
and ask him to make a note of it so
that we may ask him when Finance
comes before us.

Contracts: Lgss due, to failure to

observe the stipulated terms and con-

ditions in a contract for supply . of
mustard oil.

[Page 31. para. 22 of the Approgpria-
tion Accounts (Posts and Telegraphs),
1949-50 and Audit Report, 1951},

Pandit Munishwar. Datt Upadhyay:
Please refer to page 31, paragtaph 22,
In this case it is stated that as the
Sub-store Clerk who handed over the
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.cheque hds since died, po disciplinary
.action could be taken. Probably he
was the only person held responsible
.and because he is dead no action has
been taken. 1 would like to know
whether it was only the Sub-store
Clerk responsible for checking the
stores or sanctioning payment or there
was gome other’  authority also who
‘was responsible for it. If there was
.any other authority responsible for it
I would like to know who that was
and whether the responsibility for
this action has been attached to any
higher official. What is the result of
JYour enquiries in the matter?

Shri Krishna Prasada: [ should like
to explain' that the firm was on the
approved list of the Controller of
Civil Supplies, Bengal and the contract
was entered into by the Controller of
«Civil Supplies. -It provided for pay-
ment against delivery ex-godown. This
incident happened during the war
years, 1942-43, when supplies especially
of foodstuffs and mustard oil, were
very hard to procure in Bengal. We
were buying lakhs and lakhs worth
of foodstuffs. This was one isolated
instance where there was a slip.

Pandit Munishwar Datt Upadhyay:
In all the cases you used to pay the
amounts before taking delivery?

Shri Krishna Prasada: These condi-
tions of payment against delivery ex-
godown were fixed by the Controller
of Civil Supplies, He could not obtain
things on beiter terms.

Pandit Minishwar Datt Upadhyay:
What about the other ‘cases? There
also the same rules were observed?

Shri Krishna Prasada: Whatever
terms he could obtain and whatever
terms were quoted to us we had no
option but to accept. o

Pandit Munishwar Datt Upadhyay:
Was any Official of the State or of
the Central Government held responsi~
ble for this?

Chairman: Bengal Government
Officials cannot be responsible for our
requirements.. We only use them as
agents to enter into contracts on our
behalf.

Shri Naraharl Rao: The real point
is that the Officer-in-charge did not
see that the quality was-.up to the
standard,. He just received the tins
and paid the cheque.

. Pandit Munishwar Datt Upadhyay:
When the delivery was taken you said
the quality was not examined and
when the tins were opened they were
found to contain oil unfit for human
consumption.
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Shri Krishna Prasada: We proceeded
against the contractor and he was con-
victed. He is serving a*sentence of 1}
years R.I.

Pandit Munishwar Datt Upadhyay:
What I want to know is whether the
Official concerned " who took. delivery
looked into these articles.

Sirri Krishna Prasada: We took the
precaution of entrusting the cheque
to an Official who was the Sub-store
Clerk and he took it along, )

Chairman: His. question. is whether
the Officer respbonsible checked up the
mustard oil, that is, did he exercise
his responsibility?

Shri Krishna Prasada: Actually, Sir,
he should not have made the payment.

Shri Narahari Rao: He pald for 300
maunds while actually he get 50 and
another 50 later on.

Pandit Munishwar Datt Upadhyay:
I want to know whether the Official
who received delivery of the article
looked into it to examine whether it
was fit for hhuman consumption.

_ Shri Krishna Prasada: - The trouble
is that the Official .is dead.

Acharya Agarwal: The ‘question is
what action you. have taken against
the .Official.

Shri M. L. Dwivedi: The Clerk is
dead but the Officer under whom the
Clerk was working must take some
responsibility. ' : '

8hri B. R. Batra: The Officer got the
cheque issued and gave it to the Sub-
store Keeper fo deliver it-to the sup-
plier on receipt of the goods. ’

Chairman: The Officer had no res-
ponsibility?

. Shri B. R, Batra: The Storekeeper
is the man responsible for receiving thc
articles. :

Chairman: We are concerned with
your Officers. Do they only write
cheques .or do they take -responsi-
bility? Co -

Shri Narahari Rao: And why this
anxiety to write a cheque long before
delivery of the articles?

Chairman: I do not like the practice
of throwing responsihility on a Stores
Clerk. Is the particylar Officer «ti'l in
our service? If so, what” action have
you taken against the Officer and how
have you reprimanded him? And
whatever you say I will  ask the
Accountant-General, Shri Malhotra, to



.examine the records .and “to teH

‘Shri Krishna Prasada about it.

I .
Shri K. S. Mathotra: Jﬁe are clear in
our mind that ‘they should not “have
done so. ’

‘shft irishia’ Pra¥adhi~ <Under the
terms af thre contract paymeht had to
be rhade for delivery ex-godown, and
when ‘the Clerk went  for ‘taking
delivery at the godown he was foolish
-enought to part 'wl‘.tlg the cheque,

Shri V. P. Nayar: It medns any
.goods produced at the godown irres-
pective of quality has to be paid for.
If it is not $o the guilt:mist be-fixed
on the Officer. =

Shri Narahari Rao: Moreover the
order was for 300 wherdas.only 50
came -ahd another 50 later. and vay-
ment was made for 300. The Officer
has acted wrongly. The contractoer-has
‘been punished rightly but the Officer
should also have been punished.

Chalrmén:. 1. conclude thatr the
Officet behaved mot in the responsible
manner he ought to have,

Shri Krishna Prasada: 1 myself felt
it ‘was very indiscreet of the Officer
to have’ issued the cheque. Mhere is
also this thihg, that. we had to take
‘the caonditions obtaining in Bengal at
the time into consideration. ‘was
the Post Master General there at the
‘time—of course 1 had no hand in this
transaction-—and I could not get mus-
‘tard oil. Our staff said, “We are not
able to get food, how shall we come
to office”™ So we were at the mcercy
of the Confroller of Civil Supplies.

Chairman: But your Officer was not
under anybody’s -mercy to issue a
‘cheque -without checking up the
‘delivery?

Shri Krishna Prasada: The mistake
‘was that he issued that cheque.

Shri U. C. Patnatk: Who is that
Officer and what action have you
taken against him? He committed two
oftencésTone, that he did not take the
proper quantity, secondly, he. did not
‘satisty himself about the quality. I
action has not been taken against him,
‘why not? (After a paguse) No answer
is bcing given.

Chairman: You can note that fact.

§hri V. P. Nayar: I have three
specific  questions to which 1T want
categarical  answers: (1) hew much
‘time expired bétween the ‘handing
<over of ‘the cheque to the Clerk and
‘the death of the Clerk: (2)._what is
“the present position of that Officer;

-

© 8D

where is he employed; in what £apa- -
city; what is hisdna{ng; (3)t_zlv$s {helt'e
any eqQuiry .condycted.par arly to
find ogt‘yheth%r there wiis %’om h};:ty
on the part of this Officer with the
contractor, Y

Shri Krishna Prasada: This mat‘er
was thoroughly investigated into by
the Accountant-General and he came
finally .to the conclusion after much
correspondence and.discussion with us.
that it ;was a- bona -fide mistake on
the part of the Officer who sgigned the:
cheque. .o

Shri Narahari Rao: I do not see how
the Accountant-General could investi-
gate a matter of that kind at all. All
he could say is, “Here is a case in
which. payment hag.beeg made with-
out verification of the stock of the
stores—either the quality or the
quantity”. Beyond that he cannot go
and say whether there was, collusion..
That would not be a matter for him
to go into. : .

i : I’ - e v M

“Shri Krishna Prasada: We tried to

satisfy him and he was satisfled that
it was a bona fide misake.

7
Shri Narahari Rao: In other words.
you had made other investigations
with which you saffsfied?the Accoun-
tant-General? .

Shri Krishna Prasada:
whole case before him.

Shri Narahari Rao: .The point is
whether you were yourself satisfled
on investigation that there was no
collusion? The point of. Shri Nayar's
question is that the answer to this
would determine the quantum of
punishment awarded %o the Officer. If
there is no collusion, then you may let
him oflf with-a.lighter punishment. If
there is collusion, then,he should be
prosecuteds S e e '

Shri Krishna Prassda: The case
wont to Court. If there was collusiax
he would not have been let off.

Shri V. P. Nayar: The Court is. not
expected, tb arrive at any finding on
a point which is not_.referred to it.
My point is: did the Department con-
duct an enquiry particularly directed
towards finding out whether this
Officer was.gwilty of eoljlusion?

Shri Vallatharas: It id ag]parent that
no enquiry took place. e has not
answered the question, although it has
been repeated so many times.

Shri M, L. Dwivedi: The proprietor
of the firm) was prosecyted and con-
victed for ‘a rigorous imprisonment of
1} years, but were any civil proceed-

We put the
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ings instituted for recovering the
money which was paid to him

Shri Krishna Prasada: We should
examine this case again and satisfy
ourselves.

"Shri V. P. Nayar: I insist upon an
answer.

Chairman: If we put questions and
get unsatisfactory answers, we reach
our own conclusions. But I find that
Shri Krishna Prasada is rather hesitant
to reply, but one thing he has admit-
ted; and that is that the Official was
negligent.

Shri Naraharli Rao; There is no
question about that. That goes without
saying. He was grossly negligent and
it has been admitted by the Director-
General, But on the question of collu-
sion, he is unable to give a reply to
us maybe because he has not gone
through this particular case. He miay
not know that these questions will be
asked today. What I suggest is, let
them go through the papers again and
give an answer later, I am sure the
Department must have considered the
question of collusion, When you pro-
secute somebody, you won't take only
the prosecution case. You will be
dealing  with all other persons. So,

that point must have been considered.

They may not be ready right now to
give an answer. Let them study the
facts and having done so, if they find
that adequate action has not been
taken, then they can re-open the case.
That is my suggestion. Let them have
an opportunity.

Chairman: A copy of the record will
be supplied and you may let us have
a full answer covering all the points,
including Shri Dwivedl’s questjon
;a!?ouﬂt full recovery of the money from

e firm.

Shri V. P. Nayar: Can you at least
tell us what is the present position
of that Officer and what is the time
that elapsed between the handing
over of the cheque and the death of
the Clerk?

Shri Krishna Prasada: The Officer’s
name is N. K. Sen Gupta. He is a
Director-General of elegraphs at
Ambala,

Shri V. P, Nayar: When you give
your note please mention about the
time that elapsed,

Chairman: I may tell Shri Nayar
thrat this is a minor case out of tens
of thousands that happened during the
‘war.,

Shri Krishna Prasada: Shri Sen
‘Gupta was only the Officer who signed

890 PS
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the cheque but it was authorised by the
Director of Stores and Workshops who
has since been dismissed on another
count.

Shri V. P. Nayar: That does not
exonerate him.

o

Chairman: In 1943 it was a_foreign

Government and there was a different

tradition, Anyhow, Shri Krishna
Prasad will give us a detailed note.

Stores: Loss of copper wire consigned
by one Engineering Division to another

[Pages 31-32, para. 23 of the Appropria-
tion Accounts (Posts and Telegraphs),
1949-50 and Audit Report, 1951].

Chairman: Will someone explain the
position?

Shri B. R. Batra: This copper wire,
about 47,000 1b,, valued at Rs. 30,000
were required for a particular work at
Belgaum-Poona. The work was of
very high priority and the stores were
withdrawn from Secunderabad to
execute the work expeditiously. After
conclusion of the work, these stores
were returned back to Secunderabad.
Actually, they should not have been
sent back to Secunderabad but sent to
Bombay Store Depot. The particular
Official at Poona has gone away to
Pakistan and the Official who received
it at Secunderabad has also gone away
to Pakistan. This consignment was
sent in two portions. The first one was
raceived by the store lineman. This
man has been discharged from service
some time ago for some othrer reason.
The second one was received by a
contractor and soon after that there
was the Police Action and we have not
been able to trace that contractor.
Steps are being taken to trace the
whereabouts of this lineman and con-
tractor to see what happened to those
stores.

Shri V. P. Nayaf: Did you publisk
their photos and announce a reward?

Shri B. R. Batra: It will be done
now,

Shri Narahari Rao: Do you send a
man of the status of a eman to
receive stores of such great value,
particularly at a time when copper
was in great demand?

Shri B. R. Batra: That is the normal
practice, Sir, in the Department. A
lineman receives the stores at the
railway stations, brings them to the
godown and the man in charge of the
ftodown takes it over and accounts for

. L] .

Shri Narahari Rao: I think you
*should take'a lesson from this incident
and revise your procedure. -
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Shri T. N, Singh:.Is it the practice
of the Railways to deliver anything to
anybody who happens to have been a
contractor or who happens to have
been a lineman without the production
of the necessary documents? Why
were enquiries not made from the
Railways and they were held responsi-
ble for making wrong delivery?

Shri B. R. Batra: The railway
receipt was handed over to the line-
man ip one case and to the contractor
in the other.

Shri Narahari Rao: Why did not the
consignee take care to see that the
lineman returned in time, and if e
did not, complain to the police Per-
haps, he slept over the matter.

Shri B. R. Batra: Sometimes it takes
a considerable time between the receipt
of a railway receipt and the actual
receipt of stores, But obviously, the
S.D.O. should have taken precautions.

Shri V. P. Nayar: Tons of copper
wire cannot be hidden in a lineman's
pocket. I think proper action was not
taken at the proper time.

Shri Narahari Rao: That is why I
say that there are many people in-
volved in this affair.

Chairman: You said the Officer has
left for Pakistan. That Officer must
be of the rank of a Director or
Engineer. Have you made enquiries
into the matter?

Shri B, R. Batra: We have made en-
quiries. The Officer is unable to say
anything. He says that unless ne has
the papers ana various other things he
is unable to say from memory what
happened.

‘Chairman: Have you not appointed
a committee to inquire into this case,
You know in tlre name of War and
Partition we have excused many
jrregularities. But we cannot go on
like that. This Committee does not like
Government Heads of Departments to
allow their Officials to go on on pre-
war traditions, Last year we told the
Minjstries that the past i{s past. We
are not going to allow such things
henceforth. This is the first year that
we are golng to be strict on you and
‘the service of any Officer found guilty
by this Committee will be terminated.
In regard to this case you will have
to report to us whether you are going
to appoint a Committee of Inquiry to
look into the Officer’s conduct. At
any rate what steps havé you taken
to prevent the recurrence of such
things in future? Have you issued any
instructions tcy preven} the recurrence
of such thefts

Shri Krishna Prasada: We have
Issued instructions.

PUBLIC ACCOUNTS COMMITTEE
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Chairman: Will you please send us
a copy of that letter? Please also give
us a note showing what action you have
taken to punish Officers who are negli-
gent in the discharge of their duties.

Purchase of Japanese Underground
Cables

[Pages 32-33, para. 24 of the Appropria~
tion Accounts (Posts and Telegraphs),
1949-50 and Audit Report, 1951.]

Shri A. V. Pai: When the first com-
plaints were received that the jute
coverings of the Japanese cahles were
peeling off, the P. and T. Department
made expert investigation. They came
to the conclusion that there was nothing
seriously wrong with the cables as
such, but only the outer covering of
jute had not been up to the standard.
So they prevailed upon thie Japanese
firm which supplied the cables to re-
cover the cables lying unused in
Calcutta. There was about a lakh and
a half of yards. After that when the
Auditor-General’s report came to the
notice of Government, the Ministry
immediately lhrad another examination
made. We called for the experts and
had discussions with them. The expert
opinion is that there is no reason to
believe that these Japanese ¢ables wili
not last for 35 years. They are in-
trinsically sound. It is only the outer
covering which is bad. Government
thought that as the matter was very
important they should have an inde-
pendent investigation made by a com-
mittee. Their idea now is to appoint
an independent committee. They
would like to assoclte with the com-
mittee one or two Members of Parlia-
ment who have some engineerin
experience. I would on behalf o
Government request you, Sir, as one
of the senior Members of Parliament
with engineering experience to be the
Chairman of this Committee. The
other Member of Parliament which
Government have in view is
Shri Sarangadhar Das, who is also an
ex-Engineer. To associate with them
we would like to have an expert
scientist from the National Physical
Laboratory. With these three will be
associated one Engineer from the P,
and T. Department with experience
about cables, and an Officer of the
Supply Department which arranged
for the purchase of these cables. I
suggest we might await the result of
the investigations of this committee,
For its Chairman we cannot think of
anybody else except yourself and I
would request you to accept the
Chairmanship of thig committee.

Chairman: The point is whether as
Chairman of the Public Accounts
Committee, 1 can he associated with an



4 September, 1952]

investigation into points raised by the
Auditor-General. That is for the
Auditor-General to decide.

Shri V. P, Nayar: Before you order
for cables, which have not been tried
in Indian earth conditions, have you
any machinery in your Department to
go scientifically and give you informa-
tion whether on account of the soil
texture of our country they will last
or not?

Shri A. V. Pai; We have to go on the
advice of experts who go into all
aspects,

Shri B, R, Batra: There is no proper
machinery for determining whether a
particular cable would give a parti-
cular life. In this particular case it
has to be appreciated that when we
as the P. and T. Department placed
an order with the Industry and Supply
Ministry, they called for quotations
and tenders. On receipt of the tenders
they found that the Japanese tenders
were for Rs. 82 lakhs ag against the
British tender of Rs. 1 crore and
2 lakhs. There was a difference of
Rs. 20 lakhs in the quotations.
There was considerable discussion
by the Supply Department with
their Finance and with the P.
and T. They felt that it would be
desirable to accept the Japanese o_ffer.
considering that it was cheap, provided
the cable was satisfactory. At that
time we also had some misgivings and
the question was whether the order
should be placed for half the quantity
or full quantity. The advice of the
Finance was that it was worthwhile
to go in for the whole quantity; other-
wise the difference would not be much.
So enquiries were made about the
credit-worthiness of this firm, whether
they were in a position to supply the
cables according to specification. We
had consultations with our Mission in
Japgn and they made enquiries from
the American experts, There was one
Mr. Coatsman of the Western Electric
Company and Clement Jenings....

Chairman: The only question is
whether the Japanese cables conform
to the technical specifications. There
is no point in going into details, We
are not discussing today the Auditor-
General’'s comments. The technical
point ralsed by Shri Pai has placed
me in a delicate position. He invokes
my knowledge as an ex-Engineer and
suggests my sitting on that committee.
I hoi)e the Auditor-General would
accept the request that this discussion
may be postponed now, when a techni-
~al committee of scientists is going to
enquire into the matter. That report
must be made available to the Auditor-
General and to this Comx%lettee. of
course, I shall consider whether I shall
accept the suggestion to sit on that
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committee. At present the question is
whether this discussion may be post~
poned now,

Shri A. V. Pai: That is my sugges-
tion. Let the committee go inio the
question.

Chairman: I would like to cofsult
the Auditor-General.

Shri Narahari Rao: The Auditor-
General never functions privately. I
have to think a little more about this
suggestion made here and its implica-
tions. It is a very good idea, because it
shows the willingness of the Govern-
men. to enquire further into the allega-
tions which have been made and so
on. I for my part would welcome such
a technical examination. I further
welcome this idea. It is a departure
from the usual practice. The idea of
associating one of the important Mem-
bers and the Chairman of this Com-
mittee withr that technical committee
shows further that they are willing to
lay all their cards on the table. As
Auditor-General I would welcome this
idea. But there is a little delicate
point, After this committee has re-
ported, that report must be subject to
scrutiny by the Auditor-General. The
Auditor-General cannot surrender or
abdicate his right to look into the
report of any such committee. I do
not think the Chairman of the Public
Accounts will object to that because
his regdrd for constitutional procedure
i1s so great. When it comes to the
Auditor-General, we shall pay due
attention to the report of a committee
of that kind. Subject to what the com-
mittee may say, I personally see no
objection to it; I would rather welcome
Shri Pai's suggestion,

Chairman: If I go there, I go as a
Member of Parliament and not as

Chairman of the Public Accounts Com-
mittee.

That committee has only to discuss
the technical aspects and it will not
touch any of the observations of the
Auditor-General. : .

Shri Narahari Rao: You would be
welcome to go into those observations.

Shri V. P, Nayar: The whole dis-
giussmn arose out of those observa-
ons.

Chairman: I shall bear them in
mind. But, it will be premature for-*
me now to review the Auditor-
General's comments. .

Shri Naraharli Rao: The real point
is this. It is stated here:

“None the less the possibility
cannot be ruleg out that Japanese
cables, which have already been
laid, may require wholesale re-
placement long before the expiry
of their normal life of 36 years;
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in which case, the huge expendi-
ture of about 82 lakhs together
with the Engineering expenses in-
curred on laying them would
prove to be nugatory to a large
extent.”

Aftet all, it is only a possibility. It is
only after 30 years that you would be
able to say whether it is right or
wrong. Meanwhile, examination by an
impartial technical committee would
be of help to Parliament and to
Government to assess tlre damages
that might have been caused. I would
welcome such an examination.

Chairman: With all difidence and
with such extremely poor knowledge
of engineering that I possess, I can
only say fhat engineers are not pro-
hets and no technical committee can

ope to behave like prophets. When
experts try to become prophets, they
are not experts.

Shri A. V. Pai: They are not pro-
phets; they will bring to bear an im-
partial and independent mind.

Chsirman: With the consent of the
Committee, we will postpone discussion
of this point. The Committee approves
of one of your colleagues accepting a
seat on that committee of Government.
It is not a Parliamentary Committee.

Shri T. N. Singh: I think we may
adjourn now and meet at 3-30 or
4 p.M. There are a number of other
important items left over, particularly,
the Calcutta Telephones.

Chairman: We adjourn now and
meet at 4 P.M. We may sit till 5-30

P.M.

(The Committee then adjourned till
Four of the Clock for Lunch)

(The Committee re-assembled at
Four of the Clock)

Chairman: We find this time the
Posts and Telegraphs Department have
not submitted their memorandum in
time. We must have some convention
by which all memoranda may reach
us filve days or ten days before the

. Committee meets.

Shri T. N, Singh: It must be at least
10 or 15 days in advance because, in
turn, they have to print, and send it
to all of us.

Chairman: The Auditor-General
must also get a copy of it simultane-
ously. It is the duty of every Ministry
to send a copy of every ‘memorandum
to the Auditor-General.

PUBLIC ACCOUNTS COMMITTEE

[Posts & Telegraphs

Shri Krishna Prasada: We have sent
all except two. One we sent to the
Accountant-General and the flle some-
how got held up. I wrote to him in
fact that‘the fille should be sent back
in time.

Shri R. Narayanaswami: The
Accountant-General is verifying the
figures with the Deputy-Accountant-
General in Calcutta.

Shri Krishna Prasada: One got held
up as I said, and in respect of the
gt}rer, we had to consult other Minis-
ries.

Chairman: Your Officers should see
that the memoranda reach us in time.
We want the Auditor-General should
be on a par with the Committee be-
cause he is our guide., In some cases,
the Auditor-General did fot receive
certain memoranda.

Shri Krishna Prasada: Actually, we
sent them quite a long time back
except in regard to two.

Shri V. D. Dantyagi: One P. and T.
memorandum was receiveg by us on
the 25th August, another on the 20th
August, one on the 30th August, and
only one was received on the 23rd
August, 1952.

Chairman: We are going to recom-
mend to all the Ministries to co-
operate with us.

Shri Krishna Prasada: It is our duty
to do so.

Chairman: Thank you.
Store Accounting

[Page 33, para. 25 of the Appropriation
Accounts (Posts and Telegraphs),
1949-50 and Audit Report, 1951.]

Shri T. N. Singh: I am referring
you to Store Accounting beginning
from page 33 at the bottom of the
Appropriation Accounts and Audit
Report. It is stated therein:

“No authorised schedules of
materials and labour were main-
tained even for standard products.
The estimates prepared for work
orders were consequently defec-
tive and there were very often
considerable discrepancies between
the actuals and the estimates.”

Then again:

“In a conference held in August
1949, between the Audit and the
executive authorities, the follow-
ing measures, inter alia, were
decided upon for remedying the
defects referred to above".

Now, we want to know what is the
position after the conference, whether



all these standards that were fixed
then are now being followed.

Shri B. R. Batra: As far as the
schedules of material required for
standard items is concerned, those lists
have been compiled and are being used
now. As far as labour is concerned,
we have had considerable difficulty in
coming to any conclusions, because it
is a very laborious process unless the
normals are worked out as to how
many man-hours are required on a
particular job, and there is always
difference of opinion between the
management and labour because both
sides are not willing to accept a
certain figure. So we have recently
considered that matter at the Work-
shop Board, and it was decided that
the Finance Ministry should be re-
quested to lend us their Chief Cost
Accounts Officer to go into tiris matter
and advise us the Department as to
how best this should be worked out.

Shri T. N. Singh: You have got a

costin, section, I believe, in your
workshop.
Shri B. R. Batra: Yes, Sir We have

no proper Cost Accounts Officer experi-
enced in the matter, We have set
up a small section where they are
analysing the amount of labour requir-
ed for any particular job, and some
figures have been worked out for the
Jubbulpore workshop and they will be
considered in consultation with the
Chietf Cost Accounts Officer of the
Finance Ministry, and some conclu-
sion will be arrived at.

Shri Vallatharas: To prevent the re-
currence of loss or even a lesser
amount of loss, it is quite essential
that you should have proper and effi-
cient staff. Have you prepared the
staff to any extent? Will the present
staff be suitable?

Shri Krishna Prasada: We have also
a Deputy Accountant-General who is
associated with us and conducts a sort
of rcsident audit, and after the receipt
of the “Ibcom” report, I think, things
will be very much better.

Shri Vallatharas: Our anxiety is
that if there is lack of sufficient or
efficient staff, you wmust adopt
measures by which that lacuna can
be made up without any loss of time.

Shri Krishna Prasada: I think we
will be all right.

.Shri Ramachandra Reddi: If you
pick up a few Indian officers from
Your Department and give them train-
ing for one or two years, in some
big manufacturing firms, they will be
able to help you.
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Shri Narahari Rao: I think that is
a very good suggestion,

Shri Krishna Prasada: We will con-
sider that.

Shri T. N. Singh: It should be possi-

ble for you even with existl re-
.sources at least to get an idea of the
prime cost, meaning thereby the

actual labour and material cost in-
volved. That is usually done in all
business workshops by the job-card
system. I believe at least that is.there
in existence.

Shri Krishna Prasada: We
following tlre same system.

Chairman: Of course, you are try-
ing to improve your organisation
the matter of cost accounting, but the
Railway Ministry and the Defence
Ministry have also gained experience
independently, and I want to knoyl
whether you profit by each other’s
experience, whether there is an annual
conference or six-monthly conference
between you and the Defence and
Railway Ministries, Is any
attempt made?

Shri R, Narayanaswami: We have an
experienced Chief Cost Accounts Offi-
cer in the Finance Ministry. We have
asked for his help.-

Chairman: Suppose you evolve a
good method after experimenting, do
you transfer it to the other Ministries
to utilise the advantage of that sys-
tem?

Shri R. Narayanaswami: At the
moment there is no such arrangement.

Chairman: What the Committee
would like is that any method of
economy should be applicable to all
Government of India industries.

are

there

Shri Narahari Rao: They must also
train their subordinates. I do not think
sufficient attention is paid to this. This
is one of the things I have seen every-
where. In matters of this sort, what I
have found is that the subordinate
staff just do not take interest. Pro-
bably they are not paid adequately
also. It is a very laborious and difficult
work, and people who can look after
workshop accounts and so on will not
go on the low rates of pay that they
pay there, and they will all go to
various British firms in Calcutta and
Bombay and other places. That is one
of the things I think the Financial
AdviSer of the Department should look
into along with the administration.

Chairman: The Committee -can
recommend, to Parliament as to how
the organisation of cost accounting can
be done.
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instance of the

Shri R. Narayanaswami: The recruit-
ing is done by the Union Public
Service Commission. The problem is
more one of recruiting the proper men
than that of pay.

Shri T. N. Singh: But cost account-
ing is a specialised subject, and the
ordinary general accounts ?erson will
not fit in unless he has got the train-
ing needed for it.

Shri Krishna Prasada: Professor
Mahhlanobis is giving his attention to
this problem.

Shri T. N. Singh: But statistics and
cost accounting are two entirely dif-
ferent things.

Shri A V. Pai: I am thinking whe-
ther we cannot get an expert under the
Colombo Plan for about six months or
50.

(The Committee then agreed at the
Chairman that the
Auditor-General will make recom-
mendations in this behalf and that the
Cor)nmittee could follow them up later
on.

Stores Cases

(Page 34, para. 26 of the Appropria-
tion Accounts (Posts and Telegraphs),
1949-50 and Audjt Report, 1951 ]

Acharya Agarwal: I would like to
know the latest position about the
appeals pending in the High Court in
connection with the stores cases refer-
red to at the bottom of page 34?

Skri B. R. Batra: The appeals have
been accepted by the High Court and
the High Court has ruled that the tri-
bunal was not properly constituted,
because one of the judges either resign-
ed or died or something happened to
him. So a new tribunal will have to be
constituted. before any new trial could
be initiated.

Shri Krishna Prasada: Steps are
being taken to establish a new tribunal
to order retrial.

. Acharya Agarwal: What is the posi-
tion of the Controller of Telegraph
‘Stores who was sentenced to four
Yyears’ rigorous imprisonment and pay-
ment of fines?

Shri Krishna Prasada: He is now on
bail, but is to be tried again. He is
not in service now.

8hri Vallatharas: How is this loss
of Rs, 30 lakhs to be recovered? Has
his provident fund been seized, or any
other civil suit against him been

instituted to recover the money?

. [ ]

Shri Krishna Prasada: His bank
balance was frozen, and the amount is
nearly Rs. 2 lakhs in the case of tirat
person, As the others did not have
much of a balance, the recovery in
the other cases is not large.

Shri A. V, Pai: We could not re-
cover all the Rs. 30 lakhs.
Irregularities 1in connection with

expenditure incurred by a Telegraph
Engineering Division on account of
jungle-cutting.

[Page 35, para. 27 of the Appropriation
Accounts (Posts and Telegraphs),
1949-50 and Audit Report, 1951]

Shri 8. N, Das: I would like to refer
to the irregularities in connection with
the exgreln iture incurred by a Tele-
graph Engineering Division on account
of jungle-cutting referred to on page
35 of the Audit Report. The police in
their report suggested that Depart-
mental action should be taken. What
is the reason for postponing such
action, when so many irregularities
are there, and so many Officers are
involved?

Shri A. V. Pai: We have referred
the question to the Union Public Ser-
vice Commission, as to whether we
have to punish them.

Shri T. N. Singh: What js the case
that has been suggested to the Com-
mission?

Shri A, V., Pai: We are not supposed
to tell them what punishment we would
like to give him, But the case whether
g’w action is to be taken is before

em.

Shri T. N, Singh: Against how many
Offcers?

Shri A, V. Pai: Only one. *

Shri T. N. Singh: How long has f{t
been pending before the Commission?

Shri A. V. Pai: For about three or
four months.

Shri Krishna Prasada: In 1946, six
charges were framed against him. Of
them, one group of charges was kept
pending, awaiting the disposal of the
case against the contractor in the
High Court, which was disposed of
only last year. In January 1952, a
charge-sheet was framed, and an ex-
planation was asked for, The same
has now been sent to the U.P.S.C. We
do not suggest what punishment should
be given, but he was asked to show
cause why the maximum amount of
money should not be recovered from
him under the rules.

Shri T. N. Singh: On page 36, item
(iv) shows that alterations were
alleged to have been made by tire
Divisional Engineer himself in tender



rates. That is a very serious matter,
If a responsible Officer makes changes
of that nature then that is something
which calls for serious action and not
merely adjustment or reimbursement
of the losses,

Shri A. V. Pal: His offence was not
keeping his superior Officer informed of
the change that he has made. He did
not take the prior permission, but
acted on his own discretion.

Shri T. N. Singh: In that case, the
flood-gates will be thrown open for
any Officer to make such changes.

Shri Krishna Prasada: The charge-
sheet that was issued to him required
him to show cause why he should not
be dismissed. Four grounds were given,
in respect of one category of charges,
where although he was guilty, yet they
were not of such a serious character
as to result in his dismissal in view
of the fact that he had already suffer-
ed enough by remaining under sus-
pension, and lost his seniority by
eleven places.

Shri V. P. Nayar: But he will get
back the suspension period salary if
he is re-instated, in a lump. So in
what way will he suffer, except in his
grade?

Shri A. V. Pai: Government's opi-
nion was that that punishment was
sufficient.

Shri T. N. Singh: We were told by
Shri D. C. Das, Secretary to the
U.P.S.C.. when he was examined by
us a few days ago, that they do not
take more than two months to dispose
of cases. Now you say the case has
been pending for more than three or
four gnonths.

Shri A. V. Pai: This case has been
before them since April 1952. The
delay is because the original documents
have to be obtained from the Court,

Chairman: You give us a list of
such cases pending, and we shall in-
clude them in our Report.

Shri V. P. Nayar: The irregularities
pointed out by the Auditor-General on
page 36 are no doubt of the most
serious kind. What is the present posi-
tion of that Officer? Is he still in
service?

Shri A. V., Pai: Yes, he is still in
service,

Shri V. P. Nayar: Is it not a Depart-
mental rule that any further inquiry
into the matter should be done after
suspending him from service?

Shri Krishna Prasada: It depends
upon the case. It i3 not in every case
that when a Departmental lnguiry is
initiatad the man is suspended.

Shri V. P. Nayar: Is not the higher.
authority competent to place him under
suspension before the inquiry is
started, so that he may not tamper
further with anything?

Shri A. V., Pai: If there is any sus-
picx_on that his being in service will
prejudice the inquiry, then only he is
suspended.

8hrt V. P. Nayar: Here is a case of
a very highly placed Officer who in-
stead of setting 4an example *o his
lower staff, tampers wi public
money, tenders, and contracts, etc.
and does some mischief himself. Is it
not a fit case for severe punishment?

Shri A. V. Pai: It is not a case for
warranting a suspension before in-
quiry,

Shri V. P. Nayar: What is the
amount he would have drawn from
the date it was brought to the notice
of the Government, up to this date?

Shri A. V. Pai: Roughly a Rs. 1,000
a month.

Shri V. P, Nayar: F
months? y. or how many

Shri Krishna Prasada: For quite a
long period.

Shri V. P. Nayar: Is it your opinion
that a serious irregularity of this
nature does not warrant suspension
before inquiry?

Shri A. V. Pai: It was considered by
Government that suspension was not
justified.

Shri Narahari Rao: All that has hap-
pened is that he lost a few places in
seniority, but not in pay.

Shri Krishna Prasada: He was not
promoted, and to that extent naturally
he has lost something in pay also.

Shri V. P, Nayar: He has lost only
the possibility of getting an enhanced
salary, He is getting the salary that
he was drawing earlier. What has
hrappened to this case after the appeal
was dismissed by the High Court?
You said that in 1950 the High Court
dismissed the case.

Shri Krishna Prasada: His case has
got nothing to do with the High Court,
but only the contractor’s case where a
suit had been filed.

Shri V. P. Nayar: On page 37 it is
mentioned that the Departmental action
is being further delayed because the
original documents are being detained
in the High Court of Assam where the
contractors have filed an appeal against
the jud; it of the Lower Court. Did
you ever think that this was a serious
case where it was necessary to -direct
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‘the Officer who inquired to get access
to the records in the High Court itself.

Shri Krishna Prasada: We got
copies from the Advocate-General wiro
conducted the case on behalf of Govern-
ment in the Court. :

Shri Narahari Rao: That is as to
the question whether you have pro-
secuted, but not as to the question
whethrer Departmental action has been
taken..

Shri Krishna Prasada: It was in the
prosecution of Shri Sen Gupta.

Shri V. P. Nayar: The matter was
filed up pending the findings of the
civil court in connection with the suit
filed by the contractors. The original
documents are with the High Court of
Assam where the contractors have
appealed against the judgment. That
is what you say. Was any attempt
made to speed up the inquiry by
having access to the documents in the
High Court?

Shri Krishna Prasada: Yes.

Shri V, P. Nayar:. Was every possi-
ble minute saved? What prevented you
from 1950 to 1852 to refer the case to
the Public Service Commission?

Shri A. V., Pal: In January 1952 we
framed charges and called for an ex-
planation. Then the matter was refer-
red to the Union Public Service
Commission.

Shri V. P. Nayar: All that took
about a year and three months?

Shri Krishna Prasada: The appeal
was decided on the 5th July, 1950.

Shri V. P. Nayar: So what I say is
correct.

Shri Krishna Prasada: But we re-
ceived the judgment in October.

Shri V. P. Nayar: Did you apply for
a copy of the judgment?

Shri Krishna Prasada: Of course.

Shri V. P. Nayar: Wirat is the time
which you have spent after that?

"Shri Krishna Prasada: Copy was
applied for on the 25th July, 1950
within 20 days.

Shri V. P. Nayar: And yet they did
not send the copy?

Shri Krishna Prasada: We received
it' after two months.

Shri V. P. Nayar: So about 10 to 12
tnonths  you took in referring the
matter to the Union Public Service
Commissian?

FUBIIL " ACCOUUIVIY
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Shri Krishna Prasada: The accused
in this case, Shri Sen Gupta, had also
asked for copies of certain documents.

Shri V. P. Nayar: Don't you think
this is a very inordinate delay in the
matter of an inquiry about a very
serious case against a very highly
placed Officer?

Chairman: Shri Prasada, you were
not present in the last discussions be-
fore the Public Accounts Committee,.

Shri Krishna Prasada: No.

Chairman: The Committee attempted
to bring Ministries to book in respect
of lon dela{s in the matter of Defart-
mental punishments., As a result of
their recommendations, some of the
Ministries have taken very expeditious
action, as in the All India Radio and
the Food and Agriculture Ministry.
The Departments must take expedi-
tious action. The Departments are not
taking such action. With the action
taken by the Ministry of Information
apd Broadcasting against one of their
high officials and the prosecution
launched by the Food and Agriculture
Ministry against Shri Swamy and
somebody else, we thought that Gowern-
ment was becoming active and alive
in this matter, But these cases again
make us suspicious that GoVernment
is following musty rules and laws
framed under the former regime which
will not be satisfactory to the present
sovereign Parliament. I am sorry you
were not there last time, but these
cases must receive attention at the
Secretary level and at the Financial
Officers level. The Executive autho-
rity cannot rule now by rules framed
by the foreigners who wanted to safe-
guard their skin and their proteges.
Today the tendency of the LExecutive
should be to punish the guilty,

Shri Naraharli Rao: I cannot help
feelinf that in this case very minor
technical reasons have been allowed
to stand in the way of continuing this
gentleman and not bringing him to
justice. Sir, it seems that the Accoun~
tant had actually recorded objections
to what this man was doing. He over-
ruled him. Here, as you see, the rates
accepted were exorbitant, being about
eight times the rates prevalent in the
Railway Department and three times
those prevalent in the Forest Depart~
ment. Such alterations were made in
the tenders. “The two particular con-
tractors selected had, it is stated, very
close association with a Saw Mill
business in which a brother of the
Divisional Engineer got appointment
as the Managing Director”. The Court
tried the case earlier and made very
serious aspersions on the whole thing.



Another thing I would like to sug-
gest, Sir, in this connection. It will be
a general thing for the consideration
by the Committee. Very often absence
of papers is an excuse for failure to
take action—either departmentally or
by the police and so on, I have in
mind a suggestion that before you part
with important documents of this sort,
you strould take photostat copies. I do
not know whether these documents
have been with the Court or whether
they are still in the possession of one
of your Officers who is only produc-
ing them before the Court when re-
quired.

Shri Krishna Prasada: In this case,
they are with the Court.

Shri Narahari Rao: It would have
been desirable for you to obtain photo-
stat copies even now. The High Court
could not be using these documents
all the time. You could take their
permission, get photostat coples at
your own expense and proceed with
the case.

Pandit Munishwar Datt Upadhyay:
They could do that. The documents
will not be returned unless the case is
disposed of.

Shri Narahari Rao: That is correct.
What you want is proof.

Shri V. P. Nayar: They can get the
permission of the Registrar to take
these documents,

Shri Krishna Prasada: I sent several
letters to my Director of Posts and
Telegraphs in Assam asking him to
get the copies at once. He tried very
hard and he has sent four or five
letters saying that he was unable to
get at these documents. Even the
attested copy took three months to
come,

Chairman: There is something wrong
with your Director and there is some-
thing wrong in your instructions. You
are a business concern and should be
run on business principles. No busi-
ness can run like this. Why did not the
Director get the copies?

Shri V. P. Nayar: I submit that this
point must be viewed with the most
serious anxiety.

Chairman: Thank you. We have been
doing it all along.

Shri V. P. Nayar: You will find that
it is a Civil Court which has said
these things, and subsequently it has
been held correct by the higher tribu-
nal. There it no escape from that.
Irrespective of the fact that there have
been decisions on it, there has been
inordinate delay, the more so in the
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case of an Officer of this status, be--
cause it will spread to the subordinaté:
ranks also. It will be a matter of
encouraging the subordinate ranks,
when a higher Officer “against whom
there is a decision by a competent.
authority continues in service drawing.
such a fat salary. I think the Depart-
ment was certainly wrong in not
speeding up the proceedings and the
Committee should take very serious
notice of it.

Shri T. N. Singh: Sir, if I ‘may be-:
permitted to say a few words, I
entireg agree with what Shri Nayar
says. Our impression has been grow--
ing for the last three years at least.
that I have been in this Committee,
Sir, that higher Officers somehow get.
off with a lighter or no punishment
and it is the smaller man who sulfers
easily and promptly, ' Several cases-
lrave come to our notice. An ordinary
clerk or somebody is dismissed forth-
with. After all, whether it is a big
man or a small man, if he commits-
dishonesty, he is the same before law
and before your rules. Then again 1
was really amazed to find that the-
only recommendation that you have-
made to the TUnion Public Service
Commission is that he may be let off.
with minor punishment.

Shri Krishna Prasada: The decision.
was taken by the Ministry.

Shri A. V. Pai: The first question.
was whether he should not be dismiss-
ed and orders were taken on that.
Then he was asked why money <hould.
not be recovered from him.

Shri T. N. Singh: That is all. Here-
is a case where a man defies all rules.
and gives contracts to men of his
choice; he revises the tenders himself”
and there is also the fact that one of ~
his own very close relations was con-
cerned with a sister concern of -
contractors. All these things being
there and a civil court judgment being
there you demand only this minor
punishment. And what is that punish-
ment? That is no punishment at all.
I submit it is taking a very lenient
view of his action. If he had been a
minor clerk who was responsible for-
this action I am sure you would have
'calil':en1 immediate action for his dis-
missal.

Chairman: When you have the:
power to dismiss the man why did you:
take shelter under legal advice?

Shri A. V. Pai:  We cannct dismiss:
a man without consulting the Union
Public Service Commission.

Shri 8 N. Das: I would like to know
what were th? grounds on which



Government came to the conclusion
ﬂﬁt even suspension was not desir-
able,

Pandit Munishwar Datt Upadhyay:
Did he draw pay for the period of
suspension or not?

Chairman: . That is determined by
the rules. It is a bigger issue which
‘we have to take up later with Finance.

Shri Narahari Rao: When he was
reinstafed he must have got his back
pay for the period of suspension.

Shri Krishna Prasada:
not under suspension.

Shri V. P. Nayar: I would like to
know what time thz Department takes
in punishing Class 1iI and Class IV
-employees. Are they not immediately
put under suspension?

Shri Krishna Prasada: It really
depends on the case concerned.

But he was

Shri V. P. Nayar: But I think the
bigger the offence the lower the
‘punishment.

Pandit Munishwar Datt Upadhyay:
‘There could not be a worse case of
«corruption, That a man of that
.standard should be left to be in service
getting full pay is a very serious
matter and I think we should take a
very serious view of it.

- Chairman: The Committee has taken
serious notice of it but we are trying
that the Departmental Heads co-
operate with us in appreciating the
position. The Committee holds that
expeditious punishment should be
meted out, but it is for the Depart-
-m?tr:tal Heads to agree with the Com-
mittee.

Shri V. P. Nayar: I would like to
get a copy of the Departmental Rules
-of Enquiry and also to know from the
Director-General whether there is any
provision which would justify prosecu-
tion now after the recommendation of
the Union Public Service Commission.

Chairman: The rules are there in
‘the Library.

Shri A, V. Pai: The police suggested
Departmental action.

Shri V. P. Nayar: That does not

mean that you cannot take the matter
‘to a Court of Law. .

Shri K. V. Venkatachalam: We have
to magke an assessment as ‘o whether
the evidence available will enable us to
ﬁ a conviction. There we ‘rely upon
e police people.
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Shri T. N, Singh: Probably you were
doubtful whether by going to Court
you would be able to establisht a case
against him. But Departmentally you
were convinced that there was a case
of suspicion. Did not the Department
think of giving him a plain, simple
notice saying, “We do not want you”?

Shri A. V. Pai: We have to frame
charges, ask him for an explanation
and then send the case to the Union
Public Service Commission. We fram-
ed charges; he gave his explanation; it
was placed before the Government and
Government came to the conclusion
which I have told you just now.

Shri T. N. Singh: I suppose you
need not go to the Service Commnis-
sicn before giving notice to him?

Shri Narahari Rao: They have to.
They cannot remove a man {rom ser-
vice without framing charges against
him, taking his explanation and send-
ing the case up to the Commission.

Shri T. N. Singh: But Government
can terminate anybody'’s services after
giving due notice?

Shri Narahari Rao: But the Consti-
tution makes it administratively very
very difficult. ‘

Shri A. V. Pai:
censure a person.

Shri Narahari Rao: The whole posi-
tion is unsatistactory in regard to dis-
ciplinary measures. The Constitution
and the rules thereunder require
modification—at present they are very
unsatisfactory. Meanwhile, within the
framework of the Constitution the
measures that have been taken in this
particular case appear to be most in-
adequate. That I think is the view of
the Committee. What has been stated
is that the papers were not available
to you to proceed in the case but, as
Shri Nayar has pointed out, you had a
year within which something could
have been done when nothing was
done. 1 understand this gentleman
has now got a promotion to a higher
job.

Shri V. P, Nayar: 1 also demand,
Mr. Chairman, that the Director-
General should be asked to place be-
fore this Committee all connected
records of this case so that we may
know whether there are any other
officials involved in that.

You cannot even

Chairman: We do not like to become
a judicial body and take decisions.
We have to point out the administra-
tive defacts in the machinery and we



can suggest the adoption of stricter
administrative methods. Even in this

.Session you have found that we have

Ainvoked' the assistance of the Auditor-

General and the Accountant-General—

A‘hey know the constitutional proce-
ure.

Shri Narahari Rao: I think we better
ask the Ministry whether they will
agree to review this case with the
least possib.c delay with a view to
.seeing that adequate disciplinary
.action is taken in this case. That is a
question that you might ask and they
Jmay agree to accept that suggestion.

Shri A. V. Pai: We will have to
take Government’s orders on that.

Shri Narahari Rao: Will you agree
to review this case forthwith?

Shri A. V, Pai: We are prepared but
we will have to take orders from the
‘Government.

Shri Narahari Rao: You are the
-Government's representatives. But
.you have to say that you are prepared
to review the case and take the orders
of the Minister and let us know what
the final decision is. It is said here
that the matter has been pending—if
it is pending it can be expedited.

Shri T. N, Singh: The action they
have recommended so far is that this
man shall reimburse to Government
the losses incurred by Government
according to Audit,

Shri Naraharl Rao: The loss is some-
thing like Rs. 33 lakhs. It is a futile
suggestion, How can any honest
Officer have that amount to reimburse?

Pandit Munishwar Datt Upadhyay:
So it is not a question of review but
one of taking a decision because the
case is pending before them.

Shri T. N. Singh: In the note sent
to the Union Public Service Commis-
sion what has been asked of the
Officer?

Shri A. V. Pal: We asked him to
show cause why he should not be asked
to pay the maximum that can be re-
covered from him—one year's pay
.according to the rules.

Acharya Agarwal: We have seen
such cases coming before us. Their
idea of punishment and ours as re-
presentatives of poor people differ
very much. They think merely demot-
ing the persons concerned, or someone
censuring them or showing displeasure
is enough. We think that the time has
come when the least that should be
done is that they should be sent to
Jjail. The point is what we can do in

(4}

this connection. So I would suggest
two or three of us should go into all
these rules, enquire what the existing
rules are and see whether we can
make any concrete suggestions.

Shri Narahari Rao: The rules do
not preclude you from prosecuting
or dismissing anybody or recovering
the money. There is nothing wrong
with the rules—everything is wrong
with the action taken under the rules,

Chairman: Shri Agarwa}, we are
trying to expedite action and we are
trying to see, particularly in the case
of the Posts and Telegraphs, which is
a commercial concern, that it works
like a commercial concern. If you like
we may appoint a sub-committee to
go into the rules but you cannot go
through the rules unless the Auditor-
General gives us an Officer to work
as Secretary to enable us to go into
tkt:e interpretations of the various rules,
ete.

Shri Narahari Rao: I think we are
straying away from the point. I think
what Acharya Agarwal has in mind
is to examine the rules governing dis-
ciplinary action. That is not really the
point. Of course those rules are
rather complex and contain many
things which have been invented by
way of safeguards for the services.
But that is not the thing that is hold-
ing up action in this case. As
Shri Nayar pointed out there was a
whole year during which they could
have taken action,

Chairman: Shri Agarwal, as we pro-
ceed and go through the other Minis-
tries if we find there is deliberate
attempt to avoid these rules then we
shall consider the question.

Shri Narahari Rao: I think last year
you made a recommendation. When
you come to the examination of Home
Ministry you can refer them back and
ask them what they are doing about
it. You remember a year ago they
said a Committee had been appointed
to go into the matter. The Committee
has not met at all so far. It was
intended to go into the entire proce-
dure for taking disciplinary action and
for considering existing rules and
regulations and law on the subject.
The Committee has not met so far. .
The Prime Minister himself appointed
the Committee.

Acharya Agarwal: We should like
to have more information about this
Committee.

Chairman:

dem, You can find it' on
page . .

*First Report of the Public Accounts
Committee, 1951-52, p. 52.
-

* . .



Pandit Munishwar Datt Upadhyay:
But it has been stated in the same
paragraph that the rules as they exist
do not need revision.

Chairman: We will let it rest at
that. We only want to make the Gov-
ernment feel that we are at one and
we want the screw to be tightened on

such employees.

Shri T. N. Singh: In this particular
case, let.it go on record that we are
much dissatistied with the manner in
which the Department has proceeded
with this case.

Chairman: We shall make a strong
recommendation or qondemnatmn.
whichever way you call it.

Infructuous Expenditure on Warks

iFage 37, para. 28 of the Appropriation
Accounts (Posts and Telegraphs).
1949-50 and Audit Report, 1951]

Shri S. N. Das: Infructuous expendi-
ture on works exceeds Rs. 1 lakh and
no action has been taken so far,

Shri Krishna Prasada: This relates
to the construction of a carrier line
between Allahabad and Agra. It was
decided to put up this line as part
of the war effort and it was work of
very high priority. The work was
sanctioned in February, 1944 and we
were given the target date of Novem-
ber, 1944. Normally all stores come
from the Stores Depot and where work
has to be stopped for any length of
time labour is disbanded. In this case
it was not disbanded. The reasons are
these. The parties would have had to
remain idle for the right type of
stores which was in short supply. If
the coolies had been disbanded, it
would have been very difficult to
recruit them at the scheduled rate
during that period since war time
industries were offering much better
prospects. Also, during rains the out-
turn of the coolies was small., There
was also the heat in the months of
June/July. Besides, the first erection
was done by inexperienced military
parties and we had to rectify it.

Chairman: Apart from the merits
of this case, did your Ministry convey
this loss of one lakh of rupees at the
time of settlement with the Allies and
the U.K.?

Shri Narahari Rao: They would not
have known very muchr about the
financial settlement between U.K. and
Indja and as a matter of fact this poor
colt;ntry must have borne the loss her-
self,

Shri B. R, Batra: Actually a con-
siderable portion of these lihes was
paid for by the Defence and later atter
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the war was over we took over a con-
siderable rtion of these assets at a.
very small valuation, say 20 per cent..

Shri Narahari Rao: But this part-
cular thing could not have been re-
covered; otherwise, it would not have
featured here. -

Shri Krishna Prasada: There is a
figure of Rs. 56,000 and odd. It does
not take into consideration the fact.
that stores worth Rs. 2,54,000 were
returned on account of not being:
utilised. Actually, therefore, according.
to our calculation, the infructuous.
expenditure was Rs. 23,300.

Pandit Munishwar Datt Upadhyay:
But this relates to cost of freight.
incurred in returning surplus stores.
and not to labour.

Shri B. R. Batra; The (freight
charges are based on a certain per ent-
age basis and those percentages have
bean assumed here too in arriving at
the infructuous expenditure, Actually,
the bulk of the stores were utilised in
the neighbourhood.

Chairman: How did you credit these:
recoveries from the Allies—I mean
copper wires, etc.—in your accounts?
Did you credit them to stores or lines?
I remember, you mentioned that the
capital cost of your lines increased.

Shri B. R. Batra:
our assets increased.

Shri V. P, Nayar: Is the Officer who
is primarily responsible for over-
indenting still in service?

Shri B, R. Batra: Yes.

Shri V. P. Nayar: Why should he
be retained? Simply because he did a
mistake in war-time, it does not mean
you should overlook it.

Shri B, R, Batra: Stores were nor-
mally indented for from the Stores
Department. At the time these works
were carried there used to be a D.S.L.C.
Board composed of P. and T. and
military officers. Whenever there was
difficulty in getting stores, they
authorised the issue from some defence
dumps. This led to the excess issue.
As far as the Officer is concerned, he
has gone to Pakistan now. '

Pandit Munishwar Datt Upadhyay:
It is said that the entire expenditure
had been incurred without any esti-
mate. Why was it done? Who is the
official responsible? -

Shri B. R. Batra: The normal proce-
dure is that no expenditure on &ccount
of any work can be incurred until the
relevant estimates have been sanctioned

Yes, the capital of
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by the competent authority but some-
times when the urgency is great the
works have to be sanctioned even
-without estimates., For example, re-
cently there was a fear of attack on
our border and we were asked to carry
out certain works in an emergency.

Execution of works relating to big
Engineering Projects without pnoper
:sanction.

[Page 37, para. 29 of the Appropriaticn
Accounts (Posts and Telegraphs),
1949-50 and Audit Report, 1951)

Shri Narahari Rai: Leaving those
other cases aside, can you deal con-
cretely with the cases in this para-
graph? What is the justification for
carrying out these works without pro-
per estimates?

Chairman: Yes. Were these civil
projects? If so, why was not the
necessary sanction taken?

Shrt B. R. Batra: The other reason
is that sometimes the schemeaes are
sanctioned or approved by the Stand-
ing Finance Committee and the detail-
ed estimates are prepared afterwards.

Chairman: Can an engineer carry
out any scheme without taking the
sanction of the Financial Adviser?

Shri B. R, Batra: We consult our
Finance,

Chairman: It is not enough if you
consult them: you have to take their
sanction. Was the necessary sanction
taken from the higher authorities in
regard to these filve schemes? Only
last year we, the Public Accounts
Committee recommended in regard to
the P.W.D. as well as the Railways
that before you start any work you
should have the estimates for them
sanctioned.

Shri Narahari Rao: It is all provid-
ed for in the codes.

Shri Krishna Prasada: Works cost-
ing five lakhs or more are covered by
the sanction of the Standing Finance
Committee and also the Ministry of
Finance. The snag in this case is that
full and detailed estimates were not
prepared.

Shri Narahari Rao: The competent
sanctioning authority in this case, 1
take it, is the Government of India,
If their sanction™is obtained the Chiet
Engineer is authorised to accord tech-
nical sanction to the sub-works as and -
‘when necessary. Four of these five
works were not sanctioned by the
Government of India. Sanction in
these cases regularises an irregularity
rommitted by you. Of course, such a
thing would be permissible in works of
an emergent nature.
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Shri B. R. Batra: We have issued
instructions now that no work should
be carried out unless sanction s
obtained.

Shri Narahari Rao: I am astonished
that you should talk like that, I was
in the Posts and Telegraphs Accounts
dealing withr telegraph ‘engineers
about thirty-two years ago. In those
days there were very strict codes and
rules and such offences would have
been looked upon far more seriously
than you do now. What is the actual
position in regard to these cases?

Shri B. R. Batra: The first case
relates to installation of an automatic
exchange at Nagpur. Now this equip-
ment was originally received for instal-
lation at Amritsar, It was in the year
1948. At that time the conditions on
the frontier were very much unsettled
and the Department felt that it could
not risk putting so much capitai in
Amritsar. There was great need_for
such an exchange at Nagpur and the
Chief Minister of Madhya Pradesh
impressed on us the necessity for that.
So, we were more or less compelled by
force of circumstances—since the
equipment was already there and a
building was available at Nagpur—to
instal it at Nagpur.

Shri Narahari Rao: I can understand
the reason for abandoning the work at
Amritsar, but not for proceeding with
the work at Nagpur, without a proper
sanction,

Chairman: The point is that you
have been defying your higher authori-
ties. You have not taken the necessary
sanction from the Financial Adviser
and the Government of India in the
Finance Ministry. I am surprised to
hear this argument in regard to the
year 1949-50, when everything had
come to normality.

Shri Narahari Rao: Not that I am
putting a leading question—has the
Nagpur exchange anything to do, with
the Hyderabad situation?

Shri T. N. Singh: How are these
works started? At what level are they
decided?

Shri B. R. Batra: The decision is
normally taken by me or the Director-
General and Officers of the Directorate
and Finance are usually consulted,

Ch an: But even the Chief En-
gineer is subject to certain rules cf
procedure in the conduct of his busi~
ness. You are not the.final authority.
The Goversment of India, in this _in-
stance, has not been consulted. Ypu
should give us a detailed note on thése
five cases.



.

4 September, 1952]

Shri B, R. Batra: The point is, if the
installation of this equipment hud been
delayed there would have been interest
charges incurred without any use be-
ing made of it.

Chairman: But there is a Financial
Adviser whom you should have con-
sulted. I do not want engineers to
make any departures as they did in
war-time. It is for the Government in
the Finance Ministry to satisfy itself
about the necessity of its installation.
* Whatever justification there may have
been for such irregularities during
War or Partition days, there is no
such justification now and it is most
reprehensible that such things should
happen. In this case this Parlia-
mentary Committee hgs been defied
by Departmenta! Heads. It is for the
Financial Adviser to satisfy himself
about the necessity of this work, I

wonder why this mentality should
exist in 1950.
Shri R. Narayanaswami: All these

cases have been reported to the Minis-
try for proper action to be taken in
future.

Chairman: You will take proper
action after four years! It astounds us
that the mentality of 194445 still
continues in the Posts and Telegraphs
Department among its Engineers. We
have been observing similar cases in
the Railways and P.W.D. with the result
that we do not know whether the
sovereignty is with our Engineers or
with Parliament. We hold you res-
ponsible, We will not accept the ex-

planation of any Engineer. You are
there to see that the proper procedure
is followed in the P. and T. Depart-

ment. You can give us a report after
the Government of India have enquired
into the matter. But if we filnd that
the Head of the Posts and Telegraphs
Department does not realise the gravity
of the irresponsible actions he has
taken, then I think there is something
wrong and we have to consider drastic
measures to remedy such irregularities.

Shri Narahari Rao: You may sus-
pend your judgment in this case until
* we receive a report from the P. and
T. Department.

Calcutta Telephone Automatisation
Project

[Page 37. para. 30 of the Appropriation
Accounts (Posts and Telegraphs),
1949-50 and Audit Report. 1951].

Shri T. N. Singh: This again un-
fortunately begins with the. same
aspect of the problem which we have
been discussing just now, namely, non-

preparation of estimates before a
project Is launche4. Thi¢ project is
going to cost us crores. here are

certain disturbing features about it.
It involves a contract with a foreign
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firm _which unfortunately is again.
very indefinite. They have been paid
consultants’ fees at a particular ratlo,
Previously in all arrangements with
foreign firms when you buy their
material, they are paid only installae
tion charges, T.A. of their Engineera,.
etc. That is how the work has been
done in the past. There has been a
distinct departure from the normal
practice in regard to this project. Then
again, there has been no planning
from the beginning. Stores have
arrived. There is no arrangement to
make use of them—they are just lyin

there. As a matter of fact, it is state

that all these stores have to be kept
in air-conditioned rooms. Now, if
anything goes  wrong the supplying
firm can easily get away with the
complaint that you did not store these
goods in this or that fashion. They
may not be damaged actually, but the
foreign firm gets an excuse to get out
of its commitment. It is needless for
me to go into details. It is all given
in pages 37 to 40 of the Audit Report.
I have just told you the salient points.
We shall go into details after we have
heard you. »

Shri B, R, Batra: There was some
delay in the preparation of the project
estimates, because considerable amount
of details had to be collected. The
consultants had originally prepared
estimates only for the equipment and
certain other items. Details had to be
obtained of land, buildings, cables, the
exchange equipment, instruments and
installation charges, There was con-
siderable delay in gétting figures,
particularly for the cables as fuller
and more details had to be worked out.
The total number of detailed estimates
on these projects is of the order of
250. So you will appreciate the amount
of work to be done was collosal. Out
of these, so far the number of esti-
mates prepared is somewhere about 90.
The total number of 250 estimates is
not necessary at this stage, because
the work at present is only in pro-
gress on stage 1, namely the instal-
lation of equipment.

As far as stage 2 is concerned, the
building is going up and air-condition~
ing work is in progress.

In regard to stages 3
sites have been acquired and esti-
mates prepared. In regard to buildings
some of the estimates have been sanc-
tioned and the rest are under sanction,
As far as equipment and installation
is concerned, those estimates are not
necessary at this stage., They will be
prepared in due course.

Shri T. N. Singh: How do you say
that? After all when the nation
launches a project it commits itself.

4 and 5, the
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It bhas got certuin financial commit-
ments which have to be met. If things
happen as they happened in Sindri,
where the estimates went on increasing
at every stage, that lands us in trouble.
We must have a comprehensive idea
as to what the commitment of the
whole country is going to be on a
Eartlculaq project and we should not
e kept in the dark as to what will
happen in the future. That of course
is not keeping trust with the people,

Shri B. R. Batra: We have rcviewed
the position and our present estimate is
that the estimate is not likely to be
exceeded to any considerable extent.
It will not be more than 10 per cent.

Shri T. N. Singh: 1t is a very vague
statement to make; the word ‘to any
considerable extent’ is rather dange-
rous.

Shri Narahari Rao: I take it you
mean that it will not exceed permis-
sible limits.

Skri B. R. Batra: Yes; permissible
limit of 10 per cent. You will appre-
ciate, Sir, the project is to cost 13
crores.

Shri Narabari Rao: There is much
difference between considerable extent
and permissible limit. I was wonder-
ing whether you meant permissible
limit. If you say considerable extent,
one does not know what it conveys.

Shri B. R. Batra: We are hoping
that it may not be even 10 per cent.
Actually, it must be even less than that
figure considerably.

Shri T. N. Singh: I would like to
know the reason for this. Everytime
a project is launched, our Depart-
ments are caught napping. They do
not seem to be prepared in advance as
to the requirements, Here are machines
coming. But, sites have to be acquired,
etc. There are certain preliminary
things which have got to be done, and
which will take time. Somehow
announcements are made in Parlia-
ment and Ministers are made to say
that such and such projects will be
completed by such and such time; they
will cost so much. All these things are
said and done.

Shri Narahari Rao: Said and not
done.

Shri T. N, Singh: That would be
more correct. You will realise that it
is easy for you to get away with such
statements like ‘“not considerable
extent”, etc. “no considerable delays”,
etc. Actually speaking, before Parlia-
ment and before people we cannot go
on making such statements. We must
be more precise in what we say.
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Chairman: Your question is to be
replied by the Ministers and not by
the Engineers.

Shri T. N. Singh: The Ministry lIs.
represented here.

Chairnian;: Government must tell us.
why they sanctioned these , things.
whether they were essential, whether
Government has any machinery to-
keep to the time schedule, etc.

Shri T. N. Singh: When machines
come, where to house them? You.
know that it will take one or two-
years to acquire a site. Why were you
found unprepared for all that?

Shri B. R, Batra: The position is
that in a town like Calcutta, sites are
diﬁ‘lcul_t._ to obtain,

Shri T. N. Singh: Calcutta is an old’
city; you knew of the difficulties.

Shri B. R. Batra: We have been.
doing our best. We have got all
the sites practicelly. Buildings are
under construction. Originally, our:
idea was that the buildings would take
18 months. Experience tells us that it
takes 2} years to complete a building..

Shri T. N. Singh: For acquiring a.
site, how long does it take?

Shri B. R. Batra: It might take from
two months to two years. There have-
been cases in Bombay where it has
taken three years to get a site.

Shri T. N..Singh: What was your
original estimate? How long did you
originally think that the acquisition of
a site would take? .

Shri B. R. Batra: About a year
normally.

Shri T. N. Singh: The Department.
must have made some allowance for
the time lag between the acquisition
of a site and the start of work. How
long did you allow for that time lag:
originally? .

Shri B. R, Batra: For acquisition of
site, roughly a year.

Shri T. N. Singh: That was allowed:
even in the beginning.

Shri Batra: That was what we felt
in the beginning. .

Shri T. N. Singh: But, actually, it
has taken how long?

L[]
Shri B. R. Batra: It has taken longer
in some cases; less in some cases.

Chairman:s But, the point is this.
You have 32 Gazetted Officers and.
313 non-gazetted staff. They are not
required when they have no work.

76
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Shri B. R, Batra: They are doing a
lot of work. ‘

Chairman: You will have to satisfy
-this Committee that these Officers are
doing some work. What quid pro quo
.are you getting even when the build-
ings arg¢ not ready. You have not got
‘the sites.

Shri T. N, Singh: If I may suppie-
.ment what you, Mr, Chairman, have
:said, the reason why 1 was asking
-these questions is this. You have got
_a big staff, gazetted and non-gazetted.
Probably, the Department thought
that there will be no delays in the
preliminaries. But the preliminaries
_hrave been delayed. What justification
.is there for this long list of Officers,
.etc. when the work has not been done?
We are jUdng, by the results and not
by what you thought.

Shri B. R. Batra: Before staff is
sanctioned, a case is made out und
then the Finance examines it carefully.
In fact. Shri Narayanaswami and his
;‘lg’eputy had been to Calcutta and have
examined on the spot the necessity for
the staff. After they have been satis-
fied, the staif has been sanctioned. You
-will appreciate that so far we bhave
incurred an expenditure of Rs,
1,83,00,000 on sites and buildings,
_Rs. 41,00.000 on lines, etc.; cables have
been laid.

Chairman: By your staff or by con-
“tractors?

Shri B. R, Batra: As far as build-
ings are concerned, they are built by
the P.W.D. The general plans, specifi-
‘cations, and lay-outs have been discus-
:sed by the architect with the P.and T,

Chairman: You have got 32 Officers
.and 313 non-gazetted staff drawing
10,68,000 a year. What is the quid pro
quo that you are getting from them?
"V{Vh&\% is the total estimate on your
s a

Shri B. R. Batra: The work that this
staff is doing is this. They have got
to do forecasting work. Certain areas
have been assigned for each Exchange
by the Consultants. We have to find
out as to how many telephones will be
in a particular street or in any parti-
cular area. Development plans by the
Corporation. by the Improvement
Trust, by private bodies have got to be
consulted and then these figures sare
arrived at as to how many telephones
will be required in any particular area
during the next 10 or 20 years. On this
basis cables are laid, This is an inter-
national practice which is followed by
our Telephones, The reason is that
the cost of laying cables is. high. If
you take these considerations A into
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account, in the long rug. you spend
less. If you take only the immediate
requirements into account, in the long
run, the cost is heavier. Roads have
to be disturbed. A lot of forecasting
has had to be done.

Shri T. N. Singh: I believe that in
every city where there are telephones,
there is a certain schedule already, as
to the growth of the demand, pace of
demand, etc. That must be there
already. With your experience of 20
or 30 years. you must have some data
about the growth of demand in every
quarter......

Shri B. R, Batra: We know how
many telephones are there in a parti-
cular area. There is a set procedure
for determining the requirements.

Shri T. N. Singh: You have waiting
lists and you know how the pace of
requirements is growing.

Shri B. R. Batra: These waiting lists
get disturbed often.

Shri Narahari Rao: Does not this
forecasting relate to the normal work-
ing of the Department? That, I think,
has to be done in the normal way.

Shri B. R. Batra: The Consultants
drafted their report in 1946-47. Since
then, there has been a lot of change in
the population of Calcutta duc to Parti-
tion and the position in Calcutta has
been so disturbed that we have had to
revise our requirements in any parti-
cular area or exchange. The position
is most unfortunate, *but it is there.
We have had to revise after detailed
study. Otherwise, the amount to be
spent in the long run will be much
heavier.

The next item of work done by them
is this. All the staff in Calcutta are
working on the manual telephones.
The lower staff have no idea of the
automatic system. The entire staff has
had to be trained. For that purpose, a
number of training classes have had to
be set up—right from the non-
gazetted staff, from mistries up to the
gazetted stall. That is a colossal task.

Skri T. N. Singh: These Officers
are posted in Calcutta?

Shri B. R. Batra: These Officers are
training the existing Officers. First,
we have got to explain the theory; then
with sample models, the working is
explained.

Shri Ranbir Singh Chaudhuri: How
much time it will take to train?
Shri B, R, Batra: Two to three

years to complete the training.
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Shri T. N. Singh: How many of the
‘gazetted Officers are en aged In train-
ing? Not all the 32, I think. -

Shri B. R. Batra: Only a limited
‘number are responsible for training.
‘Three or four Officers are engaged in
training.

Shri M. L. Dwivedi: How many
persons are receiving training?

Shri B. R. Batra: Actually, we have
‘to train about 400 or 509 onerators. In
the earlier stages, there will be partly
automatic system and ?artly manual
.system. With the use of keys just as
An a typewriter, great speed has to be
attained, Therefore, intensive training
‘hes 1o be given?

‘Shri M. L. Dwivelli: So, 300 or 500
have to 'he trained?

Shri B. R. Batza: Yes; 400 or 500
-operators.

Shri M. L. Dwivedi: How long will
it take to train ‘them?

Shri B. R. Batra:
years, as I said.

Shri M. L. Dwivedi: You are train-
ing them by ‘turns?

Shri B. R. Batra: Yes.

‘Shri V. P. Nayar: While training,
ure they taught with the use of dum-
mies or with the automratic telephones?

‘Shri B. R. Batra: They are given
wreal training.

Shri M. L. Dwivedi: How many are
veceiving training at a time? What is
the duration of the course?

Shri B. R. Batra: Normally we train
16 operators in a class. The duration
is about two to three months depending
won the individual,

Chairmans ] have forgotten this
scheme, What is the net result of the
automatisation? Will it increase the
capital cost of the tele {)hone system
or decrease it? What will be the effect
on the cost of running? Will the effi-
ciency go up?

Shri B, R. Batra: The position is
‘this. The present telephone system fn
‘Calcutta is very old. It has outlived its
useful life. Government teok over
these telephones in 1943. Actually this
manual system should have been re-
placed at about that time, but the
company. knowing that the Govern-
ment were taking, over, did nmot
want......

Chairman: What will be the addi-

tional capital ex ﬁenditure? Give me
the figures. I understand.

It will take three
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Shri B. R. Batra: The scheme will
show profit, I think, towards the fifth
year of its working. Normally a pro-
jeet is considered remunerative if it
shows profit within five years, and
most of our schemes show profit imme-
diately.

Chairman: Then, what is the capital
expenditure? We lave already sunk
some capital into it. What is thé addi-
tional capital expenditure? ’

Shri B. R. Batra: Rs. 13-40 crores is
the estimated cost of the Scheme at
Calcutta.

Chairman: Will it show apprecia-
tion on your earning?

Shri B. R. Batra: In the 4fth vear,
it will start showing profit.

Chairman: Profit above the existing
level? ;

Shri B. R. Batra:
interest, depreciation
expenses.

Chairman: And will it infease your
efficiency?

Shri B, R. Batra: The position is
this, that the telephone system in
Calcutta is about the worst in India,
and those who have any experience of
it, would readily concede that it is
absolutely cssertial. There are two
ways of looking at any project; one is
whether it is remunerative or not. and
the other is what we consider protective
works.

After paying for
and working

Chairman: Another point you must
bear in mind is whether the Govern-
ment of India can provide the necessary
finance to increase the capital cost of
the telephone system,

Shri R. Narayanaswami; That has
been discussed with the Planning Com-
mission, and they have made provision
for it in the Five Year Plan.

Chairman: This is a project which
was considered before the Planning
Commission came into existence.

Shri Krishna Prasada: But it is in-
cluded in the Five Year Plan.

Chairman: After all. the Goverrment
of India have to provide the necessary
finance. 1 want to know whether the
overall efficiency and overall earning
of the telephone system will go up Wby
this process.

Shri B. R. Batra: As far as the justi-
fication of.the scheme is concerned, it
was first considered by the Department
and put up to Government apd after
they were convinced about the neces-
sity of it, it *was up before the

7 :
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Standing Finance Commiittee, and they
went through the project, and finally
were satisfled, and the project was
approved.

Chairman: They were satisfied that
the increased earnings will be bettey on
this capital expenditure?

- 8Shri B. R, Batra: 1f it was not done,
the sixty or seventy lakhs of rupees
that we were earning from Calcutta
would not be there.

Chairman: Out of this additional
plant of Rs. 13 crores, perhaps Rs. 8
crores you 8re purchasing from abroad?

Shri B. R. Batra: The equipment
that is being obtained from abroad will
be about Rs. 2 to Rs. 3 crores. -

Chairman: Plus cables?

Shri B. R, Batra: Of -ourse. in the
earlier stages, cables will be coming
from abroad and some exchange equip-
ment, but from the second stage, some
of the equipment is under assembly
and manufactured in the Indian Tele-
phone Industries, Bangalore, and as far
as cables are concerned, by about June
or July_1953. I expect the cable factory
will be in production. Towards the end
of 1853, I think by December at the
latest, they hope to be able to sunply
cables to the P. & T.

Shri V. P, Nayar: Will you please
refer to Page 40? You are taking sup-
plies of equipment frum probably the
only source which, according to you.
can supply these articles, and their
expert technical advice is that this
should be preserved, as they were deli-
cate, in air-conditjoned, dust-free 4nd
.damp-free rooms. Did you know that
these were the cunditions of storing
these articles beforehand, or did you
know it only after the articles were
received?

The next point is that when the sup-
plier himself says that this sort of meti-
culous care is necessary for preserving
these articles, on whom can you fix the
responsibility for storing it? Supposing
at a later stage it is found that-these
articles are damaged, and thereby a
Joss is incurred, on whom will that res-
ponsibility rest? Later on, the Public
Accounts Committee will be «itting in
judgment over you. Has the Engineer
concerned taken the responsibility, and
if so. have you taken any: guarantee
from him?

Shri B. R. Batra: The equipment has
been received and is under installation
now, and no damage has occurred. And
as far as the packing is concerned,
usually the equipment that is sent {from
.abroad is packed in silfca jelly. and
that does not allow moisture or any-
thing to get in.

3
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Shri V. P, Nayar: Then why did those-
people say that it must be preserved in
that manner, and to such people who
have given wrong advice, you are fpay-
ing so many lakhs as consultation fees?"

Shri B. R. Batra: It was given as ar
precautionary measure, Every man
likes to be more cautious than neces--
sary.

Shri Krishna Prasada: We had con--
sulted them, and they had said that no-
damage would be done provided the:
packing cases were not opened.

Shri B. R. Batra: The difficulty was
that the buildings were not finished:
and the question arose whether the
equipment should be brought to India
or stored in the United Kingdom, and'’
the Company said that they would have
to make a charge—so much for rental,.
and for the insurance and so on. We:
had a discussion with them, and we:
came, to the conclusion atter consulta--
tion that perhaps it would be better to
bring it to India.

Shri V. P. Nayar: Was this discovery
of necessity because you did gpot have
storage capacity, or was it a scientific:
fact?

Shri B. R. Batra:
partly necessity also.

Shri V. P, Nayar: That means you
did not have the foresight to consider it
in time, so that it might be stored by
the Company.

Shri Krishna Prasada: The Central
P.W.D. took too long a time.

Shri V. P. Nayar: Did you make any
complaint about that to the Minisiry
concermed?

Shri Krishna Prasada: We have com-
plained scores of times,

Shri Narahari Rao: But they did not'
have the site ready. There is one ques--
tion I would like to ask. You say youw
have not opened these packing cases.
Do these remain the property of the:
Company or are they your Qropertyf? 1t
they are your property and if you have
not opened the packing cases, how are-
you sure that you kave got the things.
right there and that they are not
damaged? How will you raise you=
claims against the suppliers?

Shri B, R. Batra: They are covered
b( insurance and the same is extended
till they remain in storage. ‘The actual’
equipment was opened some time ago..
last year, and installation Hhas ~beem
started. '

Shri Narahari Rao: Wholly?

I think it was:
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nothing in storage now,

Shri B. R. Batra: Wholly. There is

Shri Ranbir Singh Chaudhurl: What
is the advantage of buying these stores
earlier than the construction was
ready?

Shri B. K. Batra: The orders were
placed on certain anticipations, and
these anticipations about the constru~-
tion, the requisition of site and bulld-
ing, did not materialise.

Shri V. P. Mayar: The Department
can now advise the firm that for further
consignments o? telephone equipment,
they need not insist upon the pur-
chasers storing tiem in that manner, so
%aitftuture purchasers may get some

ef,

Shri B, R. Batra: Future purchases
will be mostly in India. They will be
manufactured in the Bangalore factory.

Shari 8. N, Das: Is there necessity for
the entertainment of such a huge staff?
As this has been questioned by Audit,
was it considered by Government?

Shnt 8. R. Batra: Actually, we con-
sider that the staff is not sufficient
really for the proper execution of the
scheme. It is a very complicated
scheme, and this is the first type of
Director system that is being installed
in the East.

Shri T. N. Singh: That is what you
are saying, and as a matter of f.'_ict,
there is going to be very serious objec-
tion. When the scheme was launched,
the Audit was not consulted which is
the normal procedure which should
have been followed. The Audit, after
making a thorough examination, comes
to a certain conclusion about the staff.
We have also gone into the question
and we find that out of 32, only two or
three are engaged in training the
personnel. With all this, what justifica-
tion have you to throw over such very
important recommendations made by
the Audit? And you have not even
had the courtesy to consult the Audit
before the project was launched.

Shri B. R. Batra: This statement is
not quite correct. that the Audit was
not aware of it, because I have got a
paper here which indicates that there
were discussions with the Audit.

Shri T. N. Singh: Intimation of the
scheme was given to the Audit?

Shri B. R. Batra: The Audit were
informed as early as 1945 when the
first commitment was entered into by
the Government for the foreign con-
sultants to come to India at a cost of

£25,000.
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that But this statement has been
accepted by you—what has been put
down in the Audit Report. I am sure
you have seen the paragraph. You
might have merely told them
that you were having this
scheme and consultants were com-
ing. The point that has been made by
Shri Singh is......

Shri Krishna Prasads: This point was
objected to, I am told. We pointed out
what exactly the position was, but
they insisted on putting it down in the
present form.

. Shri Narahari Rao: The point really
is this: the scheme as a whole, the im-
plications of the scheme, the megni-
tude of the scheme, the amount of
expenditure to be incurred, what items
and so on—these details were not
furnished to the Audit; they were not
kept in touch to enable them to
organise their own side of the vwork,
That is the real complaint that has
been made. That is the usual thing
that happens not only in vour case
but in many Departments of 1ihe
Government; long after considerable
sums of money have been spent, the
Audit people have just to rub their
eyes, and try to adjust it. It is no use
your sending the sanction for the
:cheme of Rs, 13 crores and saying
this has been sanctioned, It takes
time for the Audit Department also to
organise its own accounting and audit
arrangements. That i{s the real com-
plaint that has been made. Sending
us copy of the sanction is not
consultation or giving us intimation.

Chairman: That is the fundamental
point. Let them say this is a riistake.
It is no use reading some musty letter
of 1945. This Committee is constrained
to f