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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee do present on their behalf, this Thirteenth Re-
port .on the Appropriation Accounts (Railways), 1961-62 and Au-
dit Report (Railways), 1963.

2. The Appropriation Accounts (Railways), 1961-62 together with
the Audit Report thereon were laid on the Table of the House on
the 18th February, 1963. The Committee examined them at their
sittings held on the 9th to 12th July, 1963. A brief record of the
proceedings of each sitting of the Committee has been maintained
and forms Part II* of the Report.

3. The Committee considered and finalised this Report at their
sittings held on the 29th and 30th August, 1963.

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

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

6. The Committee place on record their appreciation of the assis-
tance rendered to them in the examination of these Accounts by the
Comptroller and Auditor General of India.

They would also like to express their thanks to the Chairman and
Members of the Railway Board for the co-operation in giving de-
tailed information asked for by the Committee during the course of
their evidence, i

New DEvHI; MAHAVIR TYAGI,
The 3rd September, 1963. Chairman,
Bhadre 12, 1885 (Scka). o Public Accounts Commitee,

#Not printed. (One cyclostyled copy 1aid on the Tatle and five copies plsccc’ in tl’e
P:rkam,nt Library).

)
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- GENERAL REVIEW OF THE FINANCIAL, WORKING OF RAIL-
‘ ' : WAYS DURING 1961-62

Receipts—The gross traffic receipis during the year amounted
to Rs. 5,00:50 crores against the budget estimate of Rs. 49902 crores.
There was thus an increase of Rs, 1-48 crores.

Wm*kmg E;cpenses.mThe working expenses including appropria-
tion to Depreciation Reserve Fund and payment to worked lines
amounted to Rs. 39051 crores which meant a saving of Rs. T:15
crores from the budget of Rs. 3,97 66 crores.

Depreciation Reserve Fund—The appropriation to the Deprecia-
tion Reserve Fund made during the year 1961-62 was Rs. 65 crores,
being the same as was provided for in the estirnates in' accordance
with the recommendatlons of the Railway Convention Comm1ttee,
1960.

Development Fund.—At the time of the budget, a surplus of
Rs. 8:64 crores was anticipated which was proposed to be taken
-wholly as a credit to Development Fund. The actual surplus amount-
ed to Rs. 24°40 crores (i.e., 1576 crores more) which was appropria-
ted wholly to the Fund.

Operating Ratio~—The operating ratio, that is, the percentage of
actual working expenses to earnings of the Indian Railways for the
year 1961-62 was 78°07 against 78'75 for the previous year.
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~ BUDGETING AND CONTROL OVER EXPENDITURE

2. General—The number of Demands voted during 1961-62 was
21 against 20 in the previous year. This was due to an addilional
Demand for withdrawal from Revenue Reserve Fund lo repay the
temporary loans obtained from General Revenues. The number of
Appropriations obtained during the year was 4 ie.; the same as in
1960-61. : : :

There was a reduction in the number and amount of supplemen-
tary grants taken during the year (8 for Rs. 8-71 crores as against
for Rs. 52:06 crores in the previous year). The number of supple-
mentary. appropriations «taken during the vyear was, however, 8 as
against 5 in"1960-61, although the amount of these appropriations was
Rs. 018 crores as against Rs. 0-23 crores in the previous year.

Unnecessary supplementary grants/Appropriatiows, Para 4.

3. In the following cases, the funds obtained by supplementary
granis/appropriations proved unnecessary or in- excess of require-
ments. In three of these cases funds were surrendered during the
.same month (March 1962) in which supplementary . grants/appro-
priations were obtained. : :
(Figures in lakhs of rupees)

Original - Supple- Amount - Final

No. and name of the grant/ grant/ montary - surrendered savings
appropriation appro- grant/ in March (inclusive
priation appropria- 1962 of
tion surrenders}
(amount &
month in
which
obrained)
A.—GRANTS
2 —Revenue—Miscellaneous
Expendirure . . . 2,11.97 2861 16-16 26-18
(Nov. 1961)
13 —Open Line Works—Re-~
venue—ILabour Welfare . 1,36.71 36-55 10779 12-88
{(March
1962)




Original Supplementary Amount Final
grant/  grant/appro-  sutred- sivings

No. and name of the appro-  priaton - dered in {inclusiv .
grant/appropriation. priation  (amount and  March, of
~ ' month in which 1952, surrender '
obtained)

B.—CHARGED APPROPRIATIONS ;

gwéRavenue~Wor}<u1 gz Ex-
penses—Miscellaneous hv:—-

penses’. . 5 . 4799 082 243 2075
' (MNov,
1961)
15—Construction of -+ New :
Lines RS . . 386 6-86 0-986 176
(March, :
1962).
16——0pen Line Works—Ad- :
ditions . . . - 2-25 1:99 1:99
{March,
T 1962)

7

Similar cases ‘of excessive funds having 'been obtained by the
Ministry of Railways through Supplementary Grants were reported
to the Committee vide Audit Reports (Railways), 1961 and 1962.
The Committee then got the feeling that such cases indicated,
besides individual lapses certain defects in the procedure for the
revision -of budget estimates. They accordingly desired that the.
Ministry of Railways should, in consultation with the Ministry of
‘Finance and their own Accounts Department, further examine whe-
ther any improvements could be effected in the procedure to obviate
the recurrence of such cases. During the course of evidence, the
Financial Commissioner, Railway Board reiterated the explanation
which was given to the earlier Committees that the Supplementary
Grants were processed on the basis of expenditure incurred during.
the first eight months of the financial year. Although the Ministry
‘had a special telephonic check with all the Railways, vet it was
difficult-to see that estimates prepared on the basis of 8 months.
actuals ‘should contain the very last minute information. The:
Committee feel that the cases referred to above do not indicate a
satisfactory position. It is clear that the progress of expenditure, and

~liabilities incurred under the grants were not properly watched
which resulted in excessive supplementary demands and large
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sawngs at the end of the year. The Camnuttee would urge upon the
Ministry of Railways to further examine these cases and take suit-
able steps to prevent their recurrence

Inadequate or Ingudzcwus surrendersw—Pam 5

2

4. This para enumerated six cases%vof inadequate surrenders, in-
dicative of retention of funds by the Ministry in excess of their
reqxﬁremen‘ts for the remaining part of the year, and three cases
where the amounts surrendered were much more than what should

have been.

It was urged in evidence before the Committee that the sur-
renders were based on expenditure incurred  upio the month of
January in a financial year and that in certain cases of capital nature
the expenditure incurred could not be ascertained precisely. The
representative of the Ministry stated that the solution lay in simpli- =
fication of accounting procedure and that certain steps had been
taken in that direction, on the basis of recommendations made by an
officer who had been specially deputed to'study the practices on the
British and Canadian Railways. The witness added that the position
would show an improvement for 1962-63, when compared to 1961-62,
the vear under review. The Committee would watch the improve-
ment in the position through future Audit Reports,

Savings in Grants and Appropriations, para 7. of Audit Report.

5. Out of 21 grants and 10 appropriations obtained for the year
1961-62, savings occurred under as many as 18 Grants and 6 Appro-
priations. The table below indicates that the number of Grants and -
Appropriztions in which savings occur is increasing from vyear to
year, and the total amount of savings during 1961-62, though reflect-
ing an improvement over the previous year, is still on the high side
as compared with 1958-58 and 1959-60.

Number of Grants/ Amount Percentage

Appropriations of total of savings to
Year under which savings savings total amount
occurred of grants

) and app-
Grants Appropria- ropriations

tions :
Rs. ‘crores

- 1958-59 16 3 52:30 4:90

1959-60 . . 16 2 57:10 5°55

1960-61 . . . . 18 5 7634 763

. . 18 6 6204 609

1961-62
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Mainly the savings to the extent of Rs. 3583 crores occurred un-
der Grants relating to expenditure met from capital, Deprecmatxon_
Reserve Fund and Development Fund. The shortfall of Rs. 19 11
crores of expenditure under Grant No, 15—Construction of New
Lines—was particularly large being 312 per cent of the total grant
for the year as against 18'7 per cent in 1960-61. This was stated to
be mainly due to delays in placement and finalisation of orders, diffi-
culties in procurement of materials, delays in finalisation of plans
and estimates, rephasing of works; etc, etc. The Commitiee feel
that while framing the budget estimates the Administration should
be able to make due allowance for likely savings arising from these
factors, which though unfereseen, ave known from past experience
to be inevitable. In this connection they would also commend for
the consideration of the Railway Board their recommendation con-
tained in para 6 of 9th Report (1962-63) that in respect of grants in
which savings were a recurring feature a lump-sum cut might be
imposed without in any way affecting the prevision on individual
items, before approaching Parliament for funds.

Excess over voted Grants and Charged Appropriations—Para 9

6. In the following cases there was excess expenditure over the

voted grants/charged appropriations:

(Figures in units of rupees)

Grant/Appropriation Bxpenditure Excess Percertege
of
excess

A—Qrants ;
3. Revenue—Payment
to Worked Lines and
Others. Original 23;79,000
: Supp e« 5,56,000
mentary Bt
29,35,000 - 2§,48,026 13,926 - ¢

20. Revenue—Appropr-
iation to Dcvelopmcnt
Fund. 17,31,57,000 24,39,92,041 7,18,35,041 4%

3

~Charged Appropriations :
5. Revenue—Working
Hxpeanses—Repairs &  Original
Maintenance. Supplementary. u,ooo 14,451 451 3-22
6. Revenue-—Working
Expenses — Operating  Original - )
Staff. Supplementary. 42,000 62,307 20,307 484

7. Revenue—Working
. on NIL 3,972 3,972 Ce- ips
(Fuel). ~ L,

17, Open Line Works-— Origmal
Replacements. Supplementary. 3,15,000  4,13,679 98,679 313




- .
The detailed reasons for the excesses under each Grant/Appro-

priation have been set forth in the notes (Appendzx I) submitted to
the Committee by the Ministry of Railways (Railway Bﬂard)

The excesses under Appropriation Nos. 6, 7, and 17 are stated to
be due to omission by the Western Railway to obtain provision of
funds for certain decretal payments ete. Especially under Appro-
~ priation Nos. 6 and 7 it has been stated that the amounts were booked
in the first instance erroneously under ‘Voted’ instead of ‘Charged’
and the errors came to notice only during the closing month of the
year. :

%

Such ‘errors had come ito the notice of the Committee in the past
also (cf. para 8 of 21st Report). The Committee regret tp observe:
that despite their observations and the instructions issued by the
Railway Board the Adminisirations still continue to overlock sta-
tutory provisions in this regard.

Subject to the above observations the Committee recommend
that the excesses referred to above be regularised by Parliament in
the manner prescribed in Avticle 115 of the Constitution,

Interest-free Qverdrafts to Branch Line Companies—Para ‘10

7. The detailed Appropriation Accounts {(Railways) -contain a
statement showing the subsidies paid to Branch lines worked by
private companies. The subsidies are paid in accordance with the
agreements with the companies under which a minimum return ef
349, per annum on the paid up share capital had been guaranteed
by the Government. To the extent the net receipts from the lines
fall short of this guaranteed return, the deficit is liable to be made
good by Government, The Audit Report gave the following break-
up of subsidies paid during the preceding four years to three of
such companies:

Ahmedpur Burdwan Bankura

Year Katwa Katwa Damodar
' Railway Railway Rijver Rly.

Co. Ltd. Co. Ltd. Co. ILad.

: Rs.. Rs.  Rs.
1958—59 . . . . . . 72,223 2,46,002 1,685,700
1959—60 . . . . « . 1,08,83¢4 - 283,057  4,46,856
1960—61 . . . . . . 2,43,754  2,18,051  4,86,000

1961—62 .. . ... . . 227,360 3,I5353  §,852F3
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The private companies have all along been having banking
accounts with the treasuries, Prior to April, 1939, withdrawals were
permitied only against specific Letters of Credit on the treasuries
issued by the Accounts Officers concerned. Due to the Proforma
separation of the Railway Fund with effect from the 1st April, 1939,
the Letters of Credit were discontinued. As a result, when the
withdrawals by these companies resulted in overdrafts, the interest
on such. Wlthdrawals failed to be charged.

The overdrafts at the end of the precedmg four yeazs were asm
follows:

Ahmedpur Burdwan'  Bankura

Year ‘ S Ratwa Katwa - Damodar
Rly. Rly. River Rly.

Co. Lad. Co. Lid.  Co. Lad.

Rs. Rs. Rs.

195850 . . ; Lo . L 1,58,501 . 2,65,20
1959—60 . . B . . e 1,78,192 4,555961
1960—61 . - . . . . . 1,25,804 2,25,285  7,95,575
1961—62 . - . . - 2,25,319 4,80,154  9,72,679

In evidence before the Committee, it was urged that under the
provisions of the agreements Government had to make up the diffe-
rence between the earnings and the working expenses of the com-
panies and that in case interest was to be charged on the overdrafts,
this amount would also have to be reimbursed by Government. The
Committes feel that such interest should be charged so that the Par-
liament gets a full picture of the real ameount of subsidy.

8. The Committee inquired sbout the corpus of the interest on
these overdrafts. The representative of the Ministry stated that on
the basis of overdrafts indicated at the end of the financial year, less
the amount of subsidy pavable, the interest charges would work out
to a few hundred rupees in respect of a particular line.  The Com-
mittee ave of the view that this is not the proper method of assessing
the amount. As the subsidy is pavable on a fized date, viz. the 20th
of September every vear, interest should be assessed on overdrawsals
as they occur periodically for the actual periods of time until they
are liguidated.  Such gverdrawals are in the nature of ways snd
‘means advances the interest on which is correctly charge-
‘able to the working expenses of the companies, The Com-
‘mittee also desire that the amounts of overdraffs drawn
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by these Branch lines worked by private companies with interest

charged on them should be indicated separately in an a‘pmamiate
manner, - ‘

9. The Cbmmittee notice that in the case of Bankura Damodar

Railway, the overdrafts at the end of the years 1960-81 and 1961-62
‘have been almost twice the amount of subsidy paid fo them during
these years. Allowing of overdrawals of this magnitude without a
- proper scrutiny appears to be unsound. The Committee, therefore,
desire that suitable limits should be fixed in this regard,

10. Last year the Committee had looked into the question of recur-
ring losses sustained by the companies which are reimbursed by
Government and had desired that the relative economics of the

owning and working of these lines by Government and the conti-

nued working of these lines by the private companies, and the pay-
ment of annual subsidies should be examined well in time before
the agreements with the companies came up for review. The pre-
sent Committee were informed that their views on the subject had
been noted and would be kept in view at the time of reviewing the
agreements with the companies some of which were due for renewal

sometimes in 1967-68.

The Railway Board, however, reiterated their -earlier view that
taking over of these lines by Government would not
be " more economical as apart from the ~fact that
the ~Indian Railways had to —“bear a  higher ~charge
than 33% on capital and the “higher staffing costs on the
Indian Railways, the revenue potentiality of  these lines ~which
covered only short distances was being eroded due to serious compe-
tition by increasing popularity of bus transport over such short dis-
tances. At the instance of the Committee, the Ministry of Railways,
(Railway Board) furnished a note (vide Appendix II) containing
inter-alia information about the subsidies ete. paid by the Govern-
ment to the companies at present and the approximate loss which
is likely to accrue in the event of these lines being worked by them
either on the existing gauge or after converting them into broad
gauge lines. The note also encloses an extract from the note submit-
ted by the Eastern Railway in 1860-61 to the Committee on Trans-
port Planning and Co-ordination. This extract contains the views
of the Eastern Railway on the question of dismantlement of these
lines and their replacement by organised road transport service.
The Committee would in this connection reiterate their earlier ob-
servation made in para 15 of their 1st Report, 1962-63 that besides
purely commercial considerations, factors like efficient management
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and better public service should also be taken into account in reach-
ing a final decision on this question. They trust that these observa-
tions will be kept in view at the time of reviewing the existing
agreements with the compauies.
Undercharges detected by Accounts and Audit—Para 11

11. Annexure ‘B’ at page 81 of the Appropmatmn Accounts of the
Railways—Part II, contains details of the undercharges detected by

Accounts and Audit, and their percentage to the total earnings. The
detected undercharges rose from 0:26% in 1960-61 to 0:40% of the

total earnings in 1961-62. ,
Two statements are given below, which:compare the percentage
of undercharges to total earnings for a period of 6 years on each indi-
vidual Railway, and the Railways as a whole: ~
STATEMENT 1
{(Individual Raﬂway:s)
Percentage of undercharges detected to total earnings

i Railway 1956-57  1957-—38 105850 195060 I0EC-B1 - 1LETmE2
Central . . 0-10 - 0-24 021 016 023 0-28
Eastern . . . 0-19 022 0-25 0-26 019 071
Northern . . 035 0-42 041 0°36 0-38 0:25
North-Eastern . 034 031 018 074 029 0-1 3
Wortheast Frontier & .. .. 008 024 1-19 2-04
Southern . . 0°20 0-17 031 0723 0119 023
South Bastern . 0-07 009 0-31 045 0-32 057
Western . . 0-13 014 016 009 010 010

STATEMENT 11
(All Railways)
(Amount in crores of rupees)

Total Under~ Percentage of

Year ’ ‘ earnings charges undercharges
detected  to total
earnings
1956—57 . . . . . . " 349 0-66 0-19
i 1957—58 . . . . . . 381 0-87 0-23
195859 . . . . . . 391 101 026
1959—060 . . . . . 422 1-13 027
1960—061 . : . . . . 458 1°20 0-26

1961—62 . ; . . . . 500 2:00 040
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The above figures indicate that the percentage has gone up on
‘most of the Railways in 1961-62 and very markedly in the case of
Eastern, Northeast Frontier and South Eastern Railways. It also
varied considerably from Railway to Railway.

In extenuation of the reasons for the increase in the percentage
«of undercharges it was explained that there had been a series of
changes in the freight rate siructure since the year 1958 and at
many of the stations the staff was not fully trained or experienced
in the work. Particularly in the case of the three Railways men-
tioned above the quantum of increase in traffic was very heavy and
new recruits had been posted to cope with the work., In the case
of -the N. F. Railway there was also a difficulty in recruiting staff
as the candidates were not willing to be posted to certain stations.

In the opinion of the Committee the increassed amount of wnder-
charges detected during the post-check of the {ransactions is
indicative of the deteriovating efficiency of the station staff in the
matter of correct recovery of freight ete. Since such wvndercharges
materially affect the earnings of the Railways, the Railway Board
should take a serious view of the situation and adeopt suitable
remedial measures.

Surplus Stores (including Scrap in the case of Certain Railways)—

Parag 12

12. Stores which have not been issued for a period of 24 months,
are considered surplus to the requirements of the Railway Adminis-
tration and classified as “Surplus Stores” in the Stores Accounts.
Out of this, those which are anticipated to be used up in the near
future are considered to be “Moveable Surplus” while those which
are not expected to be required by any Railway in the next 2 years,
care treated as “Dead Surplus”.

The value of the Surplus Stores borne under the Stores Balances
of all the Railways, and the proportion it bore to the total Stores
Ralances during the past five years was as follows:—

(Amount in crores of rupees)

Year Value of Total Stores Percentag’-
Surplus  Balances of surplu
' to total

Stores

Balance
195758 . . . . . . 4-01 98 4
1958%—59 . . . . . 536 11§ 5
1g59—60 . . . . . . 5§77 99 6
1960—61 . . . . . 587 35 g

19561—62 . . . . . . 6-67 85

PR
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 Thus there had been a steady increase in the percentage of
surpluses to Stores Balances, from 4 per cent to 8 per cent.

The Committee were informed in evidence that a ban had been
imposed on the disposal of scrap by the Railway Board as it was
intended to use this material in their own foundries or for issue to-
manufacturers of Railway Stores. But it was not possible to use
the entire quantity. This resulted in accumulation of scrap. It
was further stated that there had been an improvement in the
wtilisation of surplus stores other than scrap. The increase in the
value of total surpluses was only due to increase in the quantily
of serap. 1o explain the position in detail - the Ministry of Railways
circulated a note to the Committee which is placed at Appendix IIIL

The Committee were anxious to know if Stores and spare parts
which were not subject 1o deterioration like wheel tyres were also
declared surplus in a routine manner when they were not issued
for .a period of two wyears. The Financial Commissioner explained
that the classification of a store as ‘surplus’ did not mean that it
‘was no longer required. There was a continuous process - of
watching the store balances on. all the Railways and periodical
reviews were carried out to ensure proper utilisation of stores. He
added that declaring of an article as surplus was merely a ‘red
_ signal” to draw the attention of the Administration to reconsider and
review the utility of the stores and to find out the best possible use
to which it could be put. In case an item was not likely to be used
on a particular Railway every effort was made to transfer it to other

‘Railways. It was only when all efforts to utilise the store failed
 that it was disposed of. ‘

The Commitiee are net sure that this procedure is being preperly
followed. They trust that the Raiway Board would ensure that
the procedure outlined ahove in the matter of disposal of surplus
stores is properly followed by the Railway Adminisirations and
that items of stores declared surplus on one RHailway are prompil

Ry
‘notified to other Railways, so that they can be utilised in the best
amEanner,

1037 (Aii) LS—2.
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LOSSES, NUGATORY EXPENDITURE, FINANCIAL IRREGU-
LARITIES AND OTHER TOPICS OF INTEREST

Contracts and Tenders

Irregularities in timber contracts entered into with a firm, Pare 14
of Audit Report. . ‘ ‘

13. The Central Purchase Organisation had placed 104 contracts
on a firm during February, 1951 to January, 1958 for the supply of
timber ‘to Railways. = There had been various types of irregularities
and a sum of Rs. 46.61 lakhs was due for recovery in respect of 51
of these contracts, "In 27 cases the firm obtained excess payments
amounting to Rs. 27-04 lakhs by presenting fictitious Railway receipts
for stores either not despatched or less despatched and by despatch-
ing un-inspected stores in lieu of the inspected ones. Only a sum of
Rs. 1307 lakhs had been recovered till August, 1962 from the pend-
ing bills of the firm, leaving a balance of Rs. 33'54 lakhs. The dis-
putes in respect of 43 contracts were under arbifration.

The irregular payments obtained by the firm from time 1o time
came to notice in June, 1957, -but the case was reported by the
D.G.5.& D. to the Special Police Estalishment for the first time
only in July, 1960 after Audit had taken up the matter in September,
1959. Business dealings with the firm were stated to have been
suspended the moment the malpractices came to the notice of the
Purchase Organisation and the firm had finally been black-listed.

The Committee inquired as to how the firm was allowed to
carry on such malpractices and why the Railway Administration
could not notice the shortage and defects in supplies for such a'long
time. They were informed that the first of the cases under dispute
pertained to supplies made in the year 1953. The matter had been
investigated and certain Railway officials held responsible for
various lapses were dealt with suitably.

As regards the action taken by the D.G.S. & D. in this case, it
was urged in evidence that the first report from the Central
Railway Administration only disclosed that certain overpayments
had been made to the firm. It was only after inquiries were made
from other Railways that the malpractices adopted by the firm
came to light. Thereafter, the case was referred to the Special

12
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Police Establishment for investigation. The Committee are not
satisfied with the explanation, The overpayment of Rs. 4 lakhs
reported by the Central Railway was large enough to merit serious
concern. Had an enquiry been made in association with the SPE
into the circumstances of this overpayment immediately after
receipt of the complaint in 1957, some of the malpractices might
have come to light much earlier. Simultaneously, other Railway
Administrations could also have been alerted and all the transactions
with the firm could have been looked into expeditiously. It has
caused serious concern to the Committee that the Purchase Organi-
sation should have taken three years in ascertaining the position
and in reporting the matter to S.P.E. As the Purchase Organisation
handled crores of rupees’ worth of contracts, Government weuld be
well advised to see that it acted with due aleriness and speed to
look into the malpractices of unscrupulous contractors.

The Committee are surprised that no criminal case could be
instituted against the firm in spite of the fraudulent practices
alleged against it. If appears to them that delays in detfection due
to lack of administrative vigilance both in the indenting and supply
organisations, have only facilitated the disappearance of cogent
evidence. The Committee note that disputes in respect of 43
contracts with the firm were wunder arbitration. They may be
apprised of the outcome thereof,

14. The Committee enquired as to why the co-ordination machin-
ery between the indenter and the purchase organisation could not
immediately throw up cases of 90 per cent payments obtained by
the firm against invoices wherein inicorrect despatch particulars
and fictitious Railway receipt Nos. were quoted. It was explained
that detection in the ordinary course, was not possible as the Railway
Receipts being fictitious, were never received by the Railways. If so,
the Committee feel there is a serious lacuna in the proce-
dure whereby the consignee Railways failed to obtain the
data in support of 90 per cent payments made. The Committee would
like the Ministry of Economic and Defence Co-ordination to look inte
this and ensure satisfactery co-ordination so as to obviate recurrence
of such cases.’ :

15. The Committee were also informed during the course of evi-
dence that in the earlier stages when the case was referred to the
S.P.E. they had not agreed to proceed with the case. On a further
reference they investigated the matter and had since advised the fil-
ing of a suit in a Civil Court for the recovery of the balance of over-
payment. The Committee are surprised to hear this specially in view
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of the allegation of forged Railway Receipis being used, They desire |
that the Ministry of Home Affairs might look into this case and
examine the manner in which the case was pmcessed by ihe S.P. E at

*gﬁmeni stages.

 As the irregularities breught out in this Audit para are so bhlatant
and serious, and the amount involved is large (to the tune of Rs, 45:61
lakhs), the Committee suggest that there sheuld be a joint inquiry by
senior officers of the Railway Ministry and the Ministry of Economie
& Defence Co-prdination.  They should examine the officials concern-
ed and the relevant documents, ascertain the modus operandi, allocate
the responsibility batween i:im two Minisivies and supgest suitable
procedural changes to aveld vectirrence of cases of this nature, The
Commiltee would like o he informed of the progress of the civil suit.
The performance of the contractor in regard to his coniracts with
other Ministries should also be carefully scrutinised.

Avqgidable expenditure on the purchase of wheel tyres against a
limited tender—Para 15.

16. The Railway Board issued a limited tender for procurement of
wheel tyres required by the Railways, mainly for their 1961-62 main-
tenance works. The quotations were opened on the 13th June, 1961.
When the purchase arrangements against this limited fender were
under way, a global tender for tyres against the 1962-63 requirements
was being drawn up. 4474 tyres to be procured through the global
tender were identical in type with 3,259 of the tyres included in the -
limited tender the quotations under which were opened on the 13th
June, 1961. The Railway Board considered it advantageous io pro-
" cure these tyres also against the offers received under the limited
tender and negotiated with the tenderers for reduction in price in
view of the additional quantity required, but none of them agreed
to do so. Thereupon, the prices were accepted as reasonable and
orders placed on fwo of the firms on the 27th Sepiember, 1861

Quotations received against the global tender were opened on the
4th October, 1881, - The lowest quotations orrered for the items which
were common with the limited tender were much cheaper than the
price at which orders had already been placed. According to Audit,
by placing the order on the basis of limited enquiry without waiting
for the results of Global tender already called for and due to be open-
ed within a few days, the Railway Board incurred an extra expendi-
ture of £ 45,351, '

1t was explained in the course of evidence that due to unavoidable
delay at earlier stages, the issue of tender for the 1961-62 requirements




15

of wheel tyres was delayed. As a result a limited tender enquny
_was made and addressed to every firm who had ever responded to
_global enquiries in the past. But the subsequent global tender brought
4 new firm into the field. While the rates quoted by other firms were
higher than those offered by them against the limited tender the new
_ firm offered rates which were the cheapest. The Committee inquired
- whether the orders for purchase against the limited tender could not
be deferred by a few days till the results of the global tender were
known. The Financial Commissioner (Railway Board) explained
that although the tenders were opened on 4th October, 1961, it was
not until the rates were tabulated, compared and examined from all
angles that their real worth could be appreciated. Moreover in this
~case since the lowest offer was from a new firm, enquiries had to be
instituted, to assess its capacity etc. before accepting the offer. In
reply to another question the Financial Commissioner admitted that
the entire quantity of stores for which the order was placed was not
urgently needed by the Railways but he felt that—

“the normal expectation is thal it is more advantageous to give
a larger order at a particular time.”

He added that the market as tested indirectly by the refusal of the
firms during negotiations in July, 1961 to accept-reductions of rates
due to increase in the order indicated that the result of global enquiry
would not be more favourable. It was further stated that orders were
_placed in this case in the ordinary course and no deliberate decision
had been taken to place orders before the opening of global tenders.

The Committee feel that as the firms had not agreed to a reduction
in price on account of increase in the guantity to be purchased, there
was no material advantage in placing orders for two years’ supplies,

specially when global tenders had been called for and were due to

be opened within a few days. Even if the judgment was that global
enquiries would nof throw up lower rates, it would have been more
prudent merely to reserve the right, if possible, to increase the order
on the firm successful against the limited tender. Had the purchase
been restricted to the urgent requirements the extra expenditure
would have been minimised.

Loss in respect of a purchase, where time was the essence of the con-
tract—Para 16.

17. Global tenders were invited by the Railway Board in June,
1959 for the purchase of Electrical Signalling Equipment. This in-
cluded 745 Electric Signal Reversers of various types. The tenders
-were opened on 18th August, 1959, and were considered by the Tender
Committee on 3rd November, 1959. Thereafter, negotiations were
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conducted with certam selected firms for the supply of 1,139 numbers.
At both the stages, the recommendations of the Tender Committee
were mainly based on the consideration of obtaining delivery of the
material by 30th June, 1960, as the same was stated to be required
urgently by the Rallways The result was that technically accept-
able lower offers for the supply of indigenous material were passed
over in favour of the higher offer of a firm for fully imported and
locally assembled material. The firm assured to supply the material
by the stipulated date (30th June, 1960) provided the import license
was given before 15th December; 1959. The final decision to place
_the order was, however, taken only on the 3rd February, 1960 and
the formal order was delayed further for over seven months and
issued on 15th September, 1960. This order stipulated the comple-
tion of the delivery by 31st December, 1960. The order did not also
indicate that the higher offer had been accepted only in view of the
earlier delivery promised and that the firm would be paid only at
the lowest acceptable rate obtained in the call of tenders, if the deli-
very date was not kept up. Actually the firm supplied 914 Nos. in
June-July, 1961, 165 Nos. in April, 1962 and left the balance 289 un-
supplied. '

In evidence the Committee were informed that the order was
‘placed on the firm, ignoring the lower offer for the following main
reasons: ‘ :

(a) the firm which had offered to supply at lower rate was
aiready heavily booked with other orders of the Raxlway
Board; and

(b) this was a procurement-cum-development tender and the
firm had collaboration arrangements with a foreign firm
which could have helped it to develop indigenous capa-
city. Unfortunately the collaboration arrangements fail-
ed and the firm was not able to establish the manufac-
ture of the items in the country.

The Committee inquired why such a long time was taken by the
Railway Board in processing the tender when the material was ur-
gently required. The Financial Commissioner gxplained that the
contract involved 173 items and there were thousands of items to be
tabulated. Besides the tenders were to be technically examined and
the capacity of the firms ascertained before placing orders on them.
Some time was also spent in negotiating reduction in price consequent
on increase in the quantities ordered. He asserted that the time taken
in this case was not unreasonable. The Committee find it difficult to
accept this view. In their opinion, the time taken in processing the
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contract at dxfferent stages (6 months in scrutinising tender and decid-
ing to place the order and further 7 months thereafter to place the
formal order) was not in. keeping with the plea of urgency which was.
the main consideration for accepting hlgher rates. The Committee
would like the Railway Board to take steps to tighten up the proce-
dure to avoid such delays in future, specially when dealing with

urgent requirements, The Committee are also unhappy to note that
no price preference clause was included in the contract.

18. The Committee also inquired whether any damages had been
claimed from the firm for the delay in supply of stores. They were
informed that the firm had been asked to explain the reasons for the
delay and in the meanwhile the Administrations were assessing the
losses suffered by them. In reply to a further question the Railway
Board have submitted a note to the Committee (Appendix IV), From
this note, the Committee find that the question of levy of liquidated
~damages from this firm is yet to be decided by the Railway Board,
and that in the meantime pending final decision in this regard, 10 per
cent of the contract value has been withheld viz. Rs. 34,000 (approx.)
The Committee regret to observe the complacent attitude of the Rail-
way Board in considering the question of levying liquidated damages
on the supplier. They would like to be informed of the final action
taken in this regard.

. Western Railway—Extra expenditure due to extension of zonal con-

- tract—Pare 17.

19. A zonal contract is usually awarded by this Rallway for a
period of one year at a time for carrying out all repairs and mainten-
ance works upto a particular value arising in a specified area. Ac-
cording to the orders issued by the Railway Board in October, 1956,
if the zonal rates accepted for a new year are lower than the rates
of the previous year in force, no fresh work orders should “ordi-
narily be issued to the existing contractor, and the work orders issu-
ed earlier but not actually acted upon or not likely to be executed
within ‘the ‘contractual period should be cancelled. In reépeét of
civil engineering works, the Railway Administration had also issued
instructions in June, 1956 that in case the rates for new zonal
contracts happened to be lower, the existing contractors should be
asked to carry out the remaining work at the new lower rates
failing which the work already done should be measured up and

paid_for.

The tenders for zonal contracts for electrical works in certain
Divisions during the vyear 1959-60 were opened on the 6th March,
1959. The rates accepted on the 22nd April, 1959 were lower than
those of the preceding year which were current upto the 31st March,
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1959. Instead of terminating the work orders of the incomplete
works on 31lst March, 1959, or getting them completed at the new
lower rates, the contract for the preceding year was extended upio
the 30th April, 1959, and further extended upto 30th June, 1959.
Some fresh work orders were also issued against this contract even
after the rates for 1959-60, which were lower, were known to the

Administration. This irregular procedure resulted in extra expen-
diture of-about Rs. 45816 <

The Committee were informed in evidence that the orders issued
by the Railway Administration in June, 1956 were “ill-conceived and
“absolutely impracticable” and that revised orders were issued by
the Administration in 1957 according ‘to which although no fresh
orders should be placed on-the old zonal contractors  beyond the
31st March of the financial year, they might be permitted to complete
unfinished work - orders by the  30th of June each year. The
Commitiee consider it unfertunate that the Railway Administration
should have issued orders which in their own words were “ill-con-~
ceived and absolutely impracticable”. ~The Cemmiitee would like the
Railway Board to examine the circumstances under which such
orders were issuad and-take steps to-aveid recurrence of such cases.

20. In a subsequent note (Appendix V) the Committee have been
further informed of the decision to change the term of  zonal
contracts to cover the period from 1st of July to 30th of June. This
change is intended to enable the contractors to make their arrange-
ments well in advance and to take.full advantage of the working.
season. -According to. the note further instructions - have also been

issued to the Railway Administration requiring them to initiate action
" in such a manner that the contracts for the new vear are finalised
before the 31st July each year. The Committee suggest that the
feasibility of finalising the new contracts before 30th June instead
of 31st July each year should be examined. The Committee would
watch the results of these changes introduced and instructions issu-
-ed through subsequent Audit Reports,

Loss due to irregular rejection of a lower tender, Para 18 of Audit
Report.

21. Against global tenders invited by the Railway Board for the
purchase of Iron Wires of various categories, two firms ‘A’ and ‘B”
quoted for two types of galvanised Iron Wire. Firm ‘A’ submitted
two offers for supply from Belgium and Japan respectively, both of’
which were not according to the required specifications, while firm
‘B’ submitted only one offer for supply from the Continent, whick
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conformed to the specifications. The rates quoted by firm ‘B’
were higher for boih the types of material. On 21-7-1960 before
the quotations were considered by the Tender Committee, firm ‘A’
submitted another offer for supply from France, which was strictly
according to the required specifications. The rates quoted by fom
‘A’ in its latest offer were cheaper by about £7 per ton for both
the items as compared to the rates offered by firm ‘B’. The laiest
offer was, however, neither included in the abstract of gquotations nor
considered by the Tender Committee. As a result, the only techni-
cally acceptable offer of firm ‘B’ was accepted and orders placed on.
‘them for the entire requirement. The consideration of the lower
offer could have resulted in a saving of Rs. 30,746 approximately. -

The Committee were informed that the earlier offers of firm ‘A’
were much cheaper than their last quotation and therefore the
Railway Officer who examined this tender was of the opinion that
there was no particular advantage in putting up the later offer to the
Tender Committee. This turned out to be an error because the:-
earlier offers of the firm at lower rates were not technically accept-
able. It was admitted that it was a mistake on the part of the offi-
cial as under the rules all the tenders should have been put up to- -
the Tender Committee for consideration. The Committee  trust
that the Railway Board will take a serious note of this mistake and
issue suitable instructions to avoid recurrence, ‘

Eastern Railway-—Avoidable expenditure in connection with a'goods-
handling contract-—Para 19. "

22, A goods handling contractor at Moghalsarai Station was asked
to-do the E.P. locking and rivetting of wagons during the period
September, 1949 to January, 1953. The rates ~were, however, not
fixed for this work until the contract expired on 31st January, 1953.
In August, 1956, i.e., more than three years after the expiry of the-
contract, the Chief Commercial Superintendent sanctioned a rate of”
four annas per wagon for each of these operations, against Re. 1/-
and Rs. 2/3/- respectively as claimed by the contractor. On this
basis, the Railway admitted a sum of Rs. 27,550 against Rs. 66,960°
claimed by the contractor for E.P. locking and rivetting of wagons.
The matter was referred to arbitration in 1960 and the Railway had
to pay an additional amount of Rs. 38,415 over and above the amount
initially admitted by the Administration as actually payable o the-
contractor-on the basis of the records of the Railway. These records’
had not “been preserved and could not, therefore, be produced before:
the arbitrator to sustain the Railway’s contention,
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The Committee inquired the reasons for the allotment of work to
ithe contractor without settlement of the terms in advance. It was
pleaded in evidence that negotiations for rates would have taken
‘time and the work could not be suspended in the meantime. In
further support of this the Chairman, Railway Board stated that in
such cases it was not always possible to fix the rates in advance as
‘these were settled after proper work study. The Committee are susr-
~ prised at this explanation. It had been stated that the work of EP.
Jocking and rivetting of wagons was hitherto being done by the
watch and ward staff. If so they could have been asked ito continue
‘to do it till the rates were settled with the contractor. There was
‘no justification for not fixing the rate even during the currency of
the contract ie. for three years. They feel that this was a serions
dapse on the part of the Railway Administration. They should have
‘acted in a business-like manner in this case. They desire that it
should be impressed on the Administration that, as far as possible,
no work should be entrusted to a private party without settlement
-of the terms and execution of proper agreement in advance.

The Committee also regret fo note that the Station records which
were relevant in this case had been destroyed as a matter of routine
-after 3} years., The Chairman, Railway Board also agreed that this
was not proper and was not in accordance with the existing instruc-
-tions. - The Committee regret that they have to emphasise that ins-
tructions have no meaning if .non-observance thereof :is acquiesced
‘in as a matter of course.

N.E.F. RailwaymWasteful expenditure on old and defective earth-
‘moving plant, para 20.

23. An earth-moving plant unit, originally acquired for the Ganga
‘Bridge Project, was transferred under orders of the Railway Board
for use on the Rangapara North-North Lakhimpur Project.  Accord-
ing to Audit the scope of work for the unit and the comparative
-economics of its output vis-a-vis the maintenance - and . operation

«.costs were not considered in detail by the Railway Administration
‘before the transfer although they were aware that the condition of
the unit wag not satisfactory. The unit turned out about 2 crores
~cft. of earth work during December, 18960 to April, 1961 after which
-most of the machinery had been lying idle. Although the Railway
Administration were convinced in August, 1961 that the unit could
not be put to any further use by them a recurring expenditure of
about Rs. 40,000 p.m. continued to be incurred: on the staff upto
‘February, 1962, when by retrenching some staff this . amount was
reduced to Rs. 10,000 p.m. In January, 1962 the Railway Board decid-
‘ed to sell the unit by auction. According to Audit the Project incur-
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 red expenditure of approximately Rs. 27.80 lakhs on the plant unit
upto August, 1962 against an output valued at about Rs. 10 lakhs be-
sides freight and other incidental charges.

The Committeev were informed in evidence that the plant had
served its purpose., The construction of the line was completed in
time, Besides the presence of the machines had a healthy effect on

~_the contractors who quoted reduced rates for earth work. Thus the

 plant resulted in indirect benefits to the Project. It was also pleaded
that the earthwork turned out by the plant related to difficult
reaches where no contractor was willing to work. The value of the
work done should be computed at a higher rate than that calculated
by Audit.

The Committee inquired the reasons for the retention of the staff
beyond August, 1961 when ‘the Administration was convinced that
the plant would not ‘be put to further use. In reply it was stated
that the question of transferring the plant to another Project was
_under consideration and it was felt that the trained personnel might
not be retrenched pending a decision in this regard:

In ‘this connection, the Committee desired to be furmshed w1th
the following information:

(i) ‘Particulars of staff employed by the N.E. Railway Admi-
nistration to work on the earth moving plant during the
period August, 1961 to February, 1962;

(ii) A list of machinery of the plant showing the number of
units which have since been disposed of;

" (iii) Names of the parties to whom surplus machinery has been
sold; and -

(iv) The purchase and sale prices of these machines.

The above information has since been furnished by the Ministry
and is enclosed in Appendix VI from which the Committee note
that the number of staff was brought down from 249 in February,
1962 to 64 in March, 1962.  (The latter number was retained’ for
overhauling the plant and to bring it in running condition so that it
could be demonstrated for use before prospective buyers and derive
the best financial advantage by its disposal. This number was dis-
‘banded after the disposal of most of the plant by auction.)

The Committee feel that there was no valid reason for the conti-
nuance of the surplus staff beyond August, 1961. By taking prompt
action the Railway Administration could have avoided the infruc-
tuous expenditure fo the fune of Rs. 30,000 p.m. durmg the peuod
August, 1961 to February, 1962,
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The Committee note that some of the machinery valued at.
Rs. 4.70 lakhs has been retained and is proposed to be utilised by
various consuming departments of the Railway. The Committee are
unable to appreciate the abnormal delay in its wutilisation. They

would like to be informed when these items of machinery are

- actually put to use.

Western Reilway—Infructuous Expenditure on an additional loop:
at Gandhigram, Para 23.

24, The provision of an additional loop at Gandhigram at an
estimated cost of Rs. 2.01 lakhs was sanctioned in June, 1956. In
March, 1959, the abandonment of this station was envisaged, as the
State Government had suggested a realignment and diversion of
the Railway line outside the Gandhigram area, and the Ahmedabad
Municipal Corporation had deposited the necessary cost of survey-
However, the contract for earthwork for providing the additional
loop at Gandhigram was finalised in August, 1859, and the work was
progressed further. In March, 1960, the Divisional Superintendent
reported that the expenditure on the work at Gandhigram might be
rendered infructuous as it was quite likely that the realignment
proposal might come through; he, therefore, held the work in abey
ance. Final orders cancelling the estimate for the work were issu--
ed by the Chief Enginecer in December, 1960. In the meantime, an
expenditure of Rs. 27,211 on earthwork had already been incurred.

It was urged in evidence before the Committee that the question
of shifting the alignment near about Gandhigram had been under
consideration ever since 1955. It became g live issu‘e only after the
bifurcation of the State of Bombay.  Even so, no decision had been
taken so far. It was further pleaded that urgent works for the
clearance .of traffic on the existing lines could not bhe stopped for
long when alternative proposals remained under consideration indefi-

-nitely. The Committee are not satisfied with this explanation. It
was reported {o them that as early as in March, 1959 the Executive
Engineer had specifically stated that the station was being abandon-
ed. The commencement of the earthwork on the loop was, there-:
fore, ill-advised and not based on proper assessment of the sitnation.
The Committee are also not satisfied with the plea that the earthy
work had come in handy for unloading and stacking of goods at the
station because the necessity for such a work was not felt earlier by
the Railway Administration; therefore, it appears fo be an  after-
thought to justify the expenditure of Rs. 27211, whmh became m~
fructuous. . ' 1

ple. ¥
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South Eastern leway»«-ShO*rtage o;‘ Coul, pm’a 25:

25. Appreciable shortages in the welght of coal lecemed at the
Loco-sheds on the South Eastern Railway were noticed during the
_year 1961-62. Such shoriages were particularly heavy in the case
-of coal received in Box ty};e wagons, where shortages were noticed
ranging from 59, to 54%,. Box type wagons with a carrying capa-
city of 56 tonnes for transport of coal were introduced for service
in the South Eastern Railway from April, 1861. In the absence of
suitable weigh bridges for weighment of these wagons their carry-
ing capacity was converted into volume, and the heights upto which
coal .should be loaded in-the wagons to accord with the weight of
«coal were marked with 17 wide white painted ‘loading lines. 'In
April 1961, the S.E. Railway reported to the Railway Board a case
in which a shortage of about 47 percent was noticed and where coal
1oaded was much below the marked line. Subsequently, the Eastern
‘Railway reported another case in April, 1962 in which there was un-
der loading to the extent of 3—5 tonnes per wagon, even when coal
‘was loaded to the marked height. Instructions were issued by the
two Railways (Eastern and South Eastern) in April, 1982 and July
1962 respectively to revise the markings in these wagons.

The two factors viz., loading by collieries below the marked line
;and the incorrect markings of the lines themselves had largely
contributed to the shortage of about 17,000 fons of coal costing over
Rs. 37 lakhs noticed at seven loco sheds of the South Eastern Rail-
way during the period July, 1961 to March, 1962. The Committee
were informed that immediately on receipt of the complaints ins-
tructions were issued to the loco sheds to take measurements and
keep proper accounts of all shortages. The Coal Controller was
also sapproachad to warn the Collieries to load the wagons properly.
A Jittle later the Vigilance Branch was asked to keep a watch on
the collieries which were found to be making short supplies. As
regards insiructions to the forwarding stations it was stated that
these were issued in November, 1962 on receipt of the complaint
from the private party and after further trials of measurements
in'the Box type wagons were conducted. Ia the cpinion of the
Commitics ince the price of coal was to be pald on the basis of
notes recorded %w the Railway officials at the {orwarding stations,
the Railway E{myﬁ nd the Administration should have taken imme-
dinte sieps to ensure that proper cheeks were exercised at the for-
warding siations. They regret fo note that prompt action was nod
taken in - this regard, and meawwhsie the collieries continued to make
short supplies,  The Committee were further informed in evidence
that the question of claiming suitable ‘damages from the collieries
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was under examination of the authorities concerned. They would
like to be informed of the final outcome. , ‘

26. As regards the incorrect markings in the wagons it was ex-
plained to the Committee that these were due to a genuine mistake
on the part of the Railway staff for which no one could be held
responsible,  Since the staff had no working experience the extent
to which coal subsided in movements in this type of wagons was not
known to them. The Committee find it difficult to accept this ex-
planation.  They feel that suitable trials should have been conduct-
ed and due allowance made for subsidence etc. to ensure that the'
markings were correctly made. The Committee hope that such
mistakes will be scrupulously avoided in future,

Southern Railway—Unnecessary haulage of sleepers, para 26.

27. Orders for the supply of Cast Iron Sleepers to the Railway
were placed by the Railway Board on a firm in Bhadravati  and
some firms in Calcutta. The instructions issued by the Railway Ad-
ministration for the despatch of 15,400 tons of sleepers during the
year 1961 indicated that sleepers from Bhadravati instead of being
sent to nearby stations in Mysore Division were actually despatched
to more distant destinations, which could have been better served
from Calcutta sources. Similarly, sleepers from Calcutta were
sent to stations in Mysore Division instead of to destinations nearer
to Calcutta. The unnecesary longer haulages entailed an avoidable
extra expenditure of Rs. 2:35 lakhs towards freight charges. '

It was pleaded in evidence that the haulage of sleepers from
one place to another depending on priority and progress of works
was inevitable, In this case sleepers from sources near Calcutta
were obtained as the works were of urgent nature and the capacity
of the firm at Bhadravati was fully booked with orders for other
works on the same Railway. Had the Administration waited for
supplies from Bhadravati the completion of works would have been
delayed by 6 to 8 months. At the instance of the Committee the
Ministry of Railways (Railway Board) have furnished a note giving
details of despatches of sleepers from both the sources. (Appen-
dix VII). The Committee ohserve from the note that the supplies
were made from both the sources almost concurrently. The Com?
mittee are, therefore, unable to accept the plea of urgency and feel
that this is a case of lack of proper planning. With a little better
pianning, the Railway Administration could have minimised the
longer haulages and ‘the resultant extra expenditure. . They nete
- that further instructions have been issued by the Railway Adminis-
- tration suggesting a periodical review of the consignee instructions
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to ensure that freight incurred on movements is reduced
to the minimum. The Committee suggest that similar instructions:
may be issued in the other Railway Administrations also.

Eastern Railway—Loss due to heavy purchases and non utilisation.
of stores and their eventual scrapping, para 27.

28. Orders for supply of components of sectional battery cells:
to be fitted to the coaches were being placed by the Railway Ad-
ministration after 1953 side by side with orders for complete sealed
cells, ‘as a decision had been taken to replace gradually the sectional
cells with complete sealed cells. The purchases -of components of
‘sectional battery cells were much in excess of the quantity justified
by the contemplated changeover. The actual supplies continued
coming in upto the year 1958. The changeover was completed in
1957 and as a result components costing Rs, 319 lakhs became sur-
plus and went out of demand. . :

It was admitted in evidence that the requirements of sectional’
battery cells were initially over-estimated. By subsequent ufili-
sation the surplus stock had since been reduced to the walue of
Rs. 142 lakhs. Attempts were being made to utilise the balance.
The Committee feel concerned to note that the assessment of require-
ments by the Railway was so wide off the mark. The Committee-
hope that suitable measures will be adopted to obviate the recur-

~rence of such cases. They would like fo be informed of the final
disposal of the excess stock and the amount of loss suffered on this:
account, .

Loss on account of damages and mzssmg parts in wagons supplied to-
collieries etc., para 30.

Eastern Railway

29. It-was reported in para 8 of Audit Report, 1957, that heavy-
damages were noticed in the wagons returned by certain colliery
sidings and that in the absence of an effective procedure for alloca-
tion of responsibility between the collieries and the Railway recur-
ring losses were being sustained by the Railway, A system of
-making and taking over of wagons to and from colliery sidings was
introduced by the Eastern Railway Administration in March, 1957,

but discontinued in March, 1959 on the ground that there was a sub-- -

stantial reduction in the losses and the cost of staff for implement-
ing the procedure would be higher than the losses. When the losses’
subsequently showed an upward trend the reintroduction of the
checks was suggested by Audit in July, 1959.  The Railway Ad--
ministration, however, stated that it was difficult to take a final:
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decision in the matter without watching the results over a reason-
able period of time. According to Audit the average loss due to
sdamages and:missing parts during the period 1861-62. was  about
Rs, 36,400 per month.

South Eastern Railway

In regard to the assessment of the loss due to damages and miss-
‘ing parts in wagons returned from a factory siding at Tatanagar,
tne instructions issued by the Railway Board in December, 1957, to
fix a rate per wagon at an average of the last 6 months figures, and
to be revised once a year, had not so far been implemented. Only
& lump sum recovery had been made on an ad hoc basis at the rate
ot Rs. 1,000 per month upto 31st March, 1960, and - Rs. 2.500 per
‘month from April, 1960 onwards which was very much lower than
the average loss suffered by the wagons while in the factory’s sid-
ang. The net loss to’the Railway had been estimated at Rs. 1-20

~darhs during the years 1958--61. In the case of Bhilai and Rourkela
Steel Plants, a joint inspection was arranged in November-December,
1861 and March, 1962, respectively, and on the basis of the damages
and missing parts noticed in the wagons at these inspections, an
average rate per wagon was arrived at, The amounts to be recover-
ed were still under negotiation between the Railway and the Steel
Plants.

The Committee were informed that spot checks made by the
‘#astern Railway Administration had confirmed the experience gain-
‘ed during 1957 to 1959, viz., that a major part of the losses and
damages sustained by wagons did not occur in colliery sidings but
-elsewhere. At the suggestion of the Committee the Member (Trans-
portation) undertook to get the position further reviewed on the
‘basis of investigation of actual losses suffered by the wagons for a
period of three months. The Committes would awail the resuli of
this review,

As regards the position on the South-Eastern Railway the
Commitiee were informed that the basis for and quantum of re-
coveries to be effected from the three steel projects were s2ill under
negotiation. The Commiitee may be informed of the final settle-
‘ment reached in this vegard., WMeanwhile, they suggest that the
Railway Administration should in consuliation with the Project
-autherities devise suliable measures to reduce the incidence of losses
dus io damages and missing parts of wagons whether in the jurisdic.
- tion of the Railways or the Steel Plants as the present position in
‘this respect is far from satisfactory,
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WNon-utilisation of chlorine tank wagons, para 31,

- 30. A contract for the purchase of 10 chlorine tank wagons for
{ransport of liquid chlorine was entered into with a British Firm in
July, 1963, on the basis of requests for such wagons {rom some
chemical manufacturers and consumers. The Railway Board were
aware that in UK. the tank portion of these wagons was owned by
the users themselves, and that. their inspection, testing and main-
tenance required specialised staff and equipment.” They had, how-
ever, decided not to allow private ownership of tank wagons but to
provide such special type of wagons as part of their own stock.
Novertheless, after the contract was entered into, a suggestion was
put across to the Indian users to purchase the tank portion from the
Railways. This, however, did not find favour with the users. It
was too late at that stage to either cancel the orders or to reduce
the number of wagons and the order was allowed to stand, The
ten chlorine tank wagons were delivered in India during the neriod
drom April, 1859 o July, 1960. It was found that none of the manu-
Facturers or users of liquid chlorine were in a position to offer traffic
dn these wagons for want of proper arrangements at the consun-
ing end for discharging and storing the liquid chlorine received in
‘the tank wagons. Thus the wagons costing in all Rs. 8:5 lakhs re-
:mained unutilised for nearly two to three years. '

It was urged in evidence that the Railways had all along been
mgainst private ownership of wwagons because it involved ‘a lot of
wasteful effort in shunting and sorting out and empty haulage of
-wagons. It was only at the instance of one of the private parties that
+he Railway Board had expressed their willingness to allow the
‘ownership of only the tank portion of the wagon by the firm; the
-underframe being retained by the Railways. However, in view of
the high cost involved the firm backed out of its offer. ‘

The representative of the Ministry, however, informed the Com-
-mittee that five of these tank wagons had already been put to use
and the other five were likely to be brought into use before the end
«f this year, as chlorine production was going up at various places.

The Committee are not convinced that the Railway Board had
taken all reasonable precautions to ensure that, on availability, the
~wagons were duly utilised. As the order was placed at the instance
.of the users, it should have been possile to obtain from them guaran-
tees of a minimiim amount of traffic.  Had this been done, the users
‘would doubtless have made timely arrangements at their end for the
discharging and storing of ligquid chlorine.

1037 (Ail) LS-—3.
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_ Delay in recovery of advances gé‘dnt‘ed to stafi—Para 32
31. On several Railways the advances granted to staff on various

accounts, aggregatmg Rs, 32:62 lakhs had remained unrecovered for

a number of years after the expiry of the period prescribed for their
recovery, as indicated below:

Total out-~
Period to which relates standing ovex
Advance - - .2 years as on.
upto 1957-58 ° 1958-59 1959-60 1960-61 31-3-1962

Advances for the purchases
of conveyance (orther than
motor car, Imotor boat or :
‘motor cycle) 2,12,204 1,05,503 2,65,222 5,82,929:

Advances to non-gazetted
~staff residing in areas affec-
ted by floods, cyclones and
other nagural calamities of
exceptionsl severity. 5,64,690  (—)6,405 630 6,522 565,437

Festival Advances 2,185,441 1,23,089  1,82,820 15,38,257  20,63,507

Advances of pay and travell-
ing allowance on transfer 17,129 4,310 10,858 18,926 §1,223:

It was stated in evidence that the outstanding amount to be:
recovered from the staff had been reduced from Rs. 3663 lakhs to
Rs. 162 lakhs. In certain cases, it was explained, when staff,wasx
transferred from one place to another the recovery of amount as
well as the adjustment thereof got delayed. However, there was nos
difficulty in recovering the outstanding dues.

The Committee feel that recovery of advances given to the staff’
should be ensured strictly in accordance with the rules. Laxity im
this regard, besides entailing substantial loss of interest to Govern-
ment also engendered unnecessary risk of some of the outstandings
becoming irrecoverable. The Committee, therefore, disapprove of
such heavy arrears being -allowed to accumulate.  The Committee:
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note that action on the part of the Railway Board has resulted in
considerable reduction of the arrears. They hope that such heavy
~_arrears of recoveries will not be allowed to recur,

Northern Railway—Encroachment on Railway lard—para 36.

32. A firm in New Delhi had encrodched on Raillway land on
wvarious oecasions in 1942 and 1943. The encroachments were sub-
sequently :regularised by the Railway Administration. After relin-
quishing some area the firm executed an agreement in January, 1947
for 1,152 Sq. Yds. at an annual rent of Rs. 2,074, In July, 1950, the
firm sublet a portion of the land to another sister concern in viola-
tion of the agreement, -and also encroached on a further 2,246 Sq.
¥ds. of‘land, and built thereon a factory with roads etc. The Com-
mittee were also - informed  during evidence thet the: Railway
land encroached upon was adjacent to a plot of land which had been
leased for 99 years by the C.P.W.D. to the firm for the same purpose
which was considered a public purpose and the Railway Board felt
awkward in taking stringent action. Notices for removal of the
encroachment were served by the Railway Administration in Novem-
ber, 1950, and April, 1951, and the agreement was terminated in
June, 1951. The filing of a civil suit was considered inadvigable by
the Railway Administration on the ground that it would be very
lengthy and expensive,

- 1t was after a lapse of more than two years in June, 1953, that the
Senior Deputy General Manager of the Railways could be appointed
as the “competent authority” under the Government Premises (Evic-
tion) Act, 1850. Even after the “competent authority” was appointed
an application for eviction was submitted to him by the Railway
Administration only in September, 1954, after a further delay of
more than a year.

After protracted correspondence with the firm which took a fur-
ther period of nearly two years the “competent authority” ordered
their eviction in ‘June, 1956. The firm appealed to the Chairman,
Railway Board, who was the appellate authoritv under the Act, and
‘he stayed the eviction order in July, 1956, till the appeal was finally
decided. Thereafter, the matter remained under - correspondence
between the Railway Board and the Railway Administration, and in
the meantime the Government Premises (Eviction) Act, 1950, was
declared ultra vires by the High Courts in 1957,
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A new Eviction Act was promulgated by Government in 1958 but
 notices under this Act for vacation of the land and payment of
 damages were served by the Railway Administration only in Octo-
ber, 1959 again after a delay of one year. Proceedings under the Act
were started in January, 1960, but were again stayed in February,
1962 on the orders of the Chairman, Railway Board. In November,
1962, the Railway Board decided that arrears of rent should be re-
covered from the firm at “6 per cent of the lease hold value of the
land” (though the standing orders stipulate that the 6 per cent of
the market value should be charged as rent) and after these are paid,
the land may be leased to the firm for a further period of twenty
years, the rent being assessed at 69, of the present day value sub-
ject to revision every five years to accord with the prevailing market:
price.” In December, 1862, the Northern Railway offered these terms
to the firm for acceptance in toto and demanded a total payment of
Rs. 2,04,815 towards the arrears of rent for a period of 124 vyears,
advance rent for one year, security deposit and other charges. The
firm paid only a sum of Rs. 1,06,037 fo cover the arrears of rent
upto 31st December, 1962, and made counter proposals for outright
sale of the land without agreeing to fresh lease for a :further period
of twenty years from 1st January, 1963

. The whole episode spread over a period of more than twenty years
has left a painful impression on the Committee. It reflects credit
neither on the firm nor on the Railway Board and Railway Admi-
nistration. The firm made a series of encroachments on the Railway
land and violated agreements, but the Railway Administration proved
quite ineffective in preventing the party from making these encroach-
ments and violating agreements from time to time. There were re-
Iuctance and inordinate delays in applyxno* whatever remedies legal
or administrative were available to them. Whether it wag mere in-
competence or worse requires to be fully enquired into and requnsi»
bility fixed.

33. As regards the terms of settlement reached with the firm the
Committee were informed that the firm had agreed {o g fresh lease
of the land and to pay rent at the rate of 69, of the present day value
of the land which was estimated at Rs. 186 per Sq. Yd. by the Land
and Development Office. The Committee were informed that under
the standing rules the rent for the land should have been recovered
at 6%, of the market value of the land.” The Committee understand
that the pormal practice is te take the market value as the free-hold
value whereas in this case the Railway Board adopted the “lease-hold
value” as the basis for determining the arrears of rent (¥Free-hold
value is understood to be about 13 times of the lease-hold value). As
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_ is well known, the current market value of the lund in this locality
would be very much higher than Rs. 186 per Sq. Yd, The Committee,
therefore, desire that the position may be reviewed in consultation
with Audit to ensure that the settlement is in keeping with the stand-
ing rules and does not involve any financial loss to the Railways,

Northeast Frontier Roilway-—Loss in acquisition. of land—para 37,

34. On a request from the Railway Administration, the State
Government issued a notification in February, 1952, for permanent
acquigition of a plot of land, already under occupation of the Rail-
way on a rental basis. The Civil Authority fixed the compensation
at Rs. 10,000 per bigha but this was considered very high and hence
not accepted by the Railway. In February, 1954, the owners offered
a reduced price of Rs. 8,000 per bigha, but this also was considered to
be on the high side. Therefore, instead of acquiring the land, it was
decided with the approval of the Railway Board to increase the annual
rent from Rs. 80.00 to Rs. 200 per bigha from 1st April, 1954 till the
release of the land by the Railway Administration by securing an
alternate plot of land. The acquisition proceedings were withdrawn
by the State Government in February, 1956. In October, 1955, how-
- ever, the rate of Rs. 8,000 per bigha was considered reasonable and
recornmended by the District Engineer for acceptance. The Railway
Administration approached the Board in September, 1956, who
pointed out in March, 1959, that the General Manager himself was
competent to sanction the acquisition of land. The land owner’s offer
of Rs. 8,000 per bigha had, however, expired on the 3rd December,
1956. Fresh acquisition proposals were submitted to the State Gov-
-ernment in September, 1959, and the compensation at Rs. 10,000 per
bigha fixed again by the Civil Authority in February, 1960, was
accepted by the Railway involving payment of an additional sum of
Rs. 34,155. The valuation had been accepted by the land owners under
protest and references filed by them were pending in the court.

The representative of the Ministry of Railways explained
to the Committee in evidence that about the period 1952 land
in a nearby village had been acquired by the Industrial Corporation
at Rs. 3,000 per bigha. The Railway Administration, therefore, felt
that the assessment made by the Revenue Authorities was high, Sub-
sequently, however, heavy floods and erosion of land took place in
1953-54 which affected availability of suitable plots of land and raised
their value. That was why in the year 1956 the Railway Administra-
tion accepted the offer of Rs. 8,000 per bigha. The Committee are,
however, not satisfied with the manner in which this case was pro-
cessed both in the Railway Administration and the Railway Board.
“When the recommendation of the District Engineer was available in
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October, 1955 and it was still under consideration the Committee do
not understand why no attempt was made by the Railyay Adminis-
tration to stop the withdrawal of proceedings by the State Govern-
ment in February, 1956. The Committee, further, understand that in
November, 1956 when the High Court wanted to know before
3-12-1956, whether the Railway Administration still wanted to pursue
the acquisition proceedings, there was no response from the Railway
Administration. - The Committee note with regret these lapses on the
part of the Administration. They are also surprised at the delay of
2% years on the part of the Railway Beard in replying to the reference
from the Railway Administration.

Eastern Railway—Undercharges and freight outstanding against a
firm—para. 38.

35, Undercharges and freight amounting to over Rs. 60,000 were
outstanding for over 9 years against a firm enjoying credit’ nofe
facilities. ;

Although the chargeable rate of petroleum coke from Digboi to
Anupnagar Siding was increased from Rs. 18-10-5 to 84-14-8 per ton
from. 1st July, 1951 the forwarding station continued to book it at
the old rate upto June, 1952. The destination station could not detect
the undercharges before delivering the consignments to the party,
as it came to know of the revised rate only on 29th September, 1951.
In a few cases, there was also failure of the staff to recover- the
correct undercharges even during the subsequent period.. The total
undercharges for the period from July, 1951 to June, 1952,
amounted to Rs. 45,037. In addition, freight and - undercharges
amounting to about Rs. 15,000 relating to this and other commodi-
ties consigned to the firm’s siding mainly pertaining to the period
1951-52 were also outstanding. The advisability of filing a suit against
the firm was considered but the Law Officer of the Railway opined
in May, 1959, that the Railway could file a suit for recovery of the
freight charges but not for the recovery of undercharges. Accord-
ing to the opinion of the Ministry of Law, however, which was com-
municated to the Railway Administration in October, 1961, the Rail-
way was free to recover all its dues from the firm.

The Committee were informed that the correction slip notifying
the change in freight rate was issued by the Indian Railway Con-
ference Association in June, 1951, but its circulation was delayed in
different offices. The actual dates of receipt of the communication
at the Stations concerned were not ascertainable as there was no
proper system of recording receipt and despatch of communications
on the Railway at that time and that was why no responsibility
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could be fixed for the delay in this case. The Commitiee were as-
sured that the procedural defects had since been rectified. The
Committee regret to observe the delays at different stages in the cir-
culation of the correction slip and in enforcing revised freight rates
by the Raﬂway Administration, which placed them in an unenviable
position, making the recovery of dues difficult, They were surprised
4o learn that there was no proper system:of recording receipt and
«despatch of communications on the Railway in the past. They trust
‘that with the adoption of suitable remedial measures such contin-
.gencies will not arise in Iuture. The Commitice suggest that the
Railway Board should issue suitable instructions to the Railway Ad-
‘ministrations to make periodical checks to ensure that correction slips
incorporating changes in freight ete. are received by all the stations
well in time. '

36. As regards the recovery of the amount, the Committee were
informed that the matter was still under negotiation between the
‘Railway Administration and the firm. A civil suit had not been
filed so far. The Committee do not understand the need for such pro-
Jonged negotiations with the firm who had already stalled recovery
for more than a decade. They are of the opinion that legal action
‘should not be delayed any further:

Eastern Railway—Delay in recovery of Reailway dues—para: 39,

37. A sum of Rs. 26,386 pertaining to the period December, 1950,
‘to October, 1956, on account of supply of water and the cost of gate-
keepers employed at the level crossing was outstanding against a
private distillery. Although the firm failed to pay these dues from
December, 1950, onwards apart from routine correspondence, no
action was taken either fo discontinue the services or initiate legal
proceedings for the recovery of the dues. Supply or water was dis~
continued in Qctober, 1955, but was resumed in March, 1956, when
a part payment of Rs. 2,000 was received in February, 1956, and the
firm promised to clear the arrears in monthly instalments of Rs. 2,000
-each. As the firm failed to fulfil this promise, the supply was finally
discontinued in June, 1956. The distillery closed down in November,
1956 and subsequent efforts brought forth a further remittance of
only Rs. 2,500 in August, 1958; the balance of Rs. 23,886 still remained
outstanding. A sum of Rs. 968 was also due from this firm towards
interest and maintenance charges on the siding for the period from
1948-49 to 1960-61.

The case was 1eferred to the Law Ofﬁcer for the first time in
April, 1958 and a legal notice was served after another year, in
April, 1959, ~ : .
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The representative of the Railway Board admitted in evidence
that there had been a delay in taking action to effect recovery of
Railway dues in this case. He added that the only consideration per-
haps 'was that for a period of 35 years upto 1951 the firm had been
paying their dues regularly. A civil suit had since been filed and
the Court’s decision was awaited.

As for the delay in making a reference to the Law Officer, it was:

stated that the original agreement pertaining to the year 1916 was
not readily available.

The Commitiee regret to observe the continued failure on the part
of the Railway Administration to take suitable action against the firmy
which resulted in accumulation of dues for about six years and their
non-recovery during a further period of seven years. The Committee
trust that the Railway Administration will be more prompt and vigi-
fant in collecting their dues in future.

South Eastern Railway—Arbitration cases—Para 40.

38. In this Railway, as many as 107 cases, involving claims for
about Rs. 140 lakhs by the contractors, were referred to arbitration
during a period of about three years upto September, 1962, Awards
given in 52 cases, covering a claim of Rs. 41.66 lakhs resulted in a
payment of Rs. 18.29 lakhs to the contractors.

The two main types of cases in which arbifration was resorted to
were:—

(i) recoveries made from the contractors on account of subse-
quent upward revision of the classification of soils made
by the District Engineers, the contractors’ claim heing
that in terms of agreements, the classification once made
by the District Engineers was final and could not be re-
viged subsequently; and '

(ii) contractors claiming damages, or enhanced rates stipu-
lated in the agreements for accelerated completion of
certain works, (although the works were not completed
by the stipulated target dates) on the ground that the
delays in completion were due to defaults on the part of
the Railways.

An expenditure of about Rs, 12,500 had so far been incurred by
way of arbitration fees, lawyer’s fees etc. in addition to maintaining
a gpecial establishment to deal with these cases.
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The Committee were informed that most of the disputes pertained:
to the first category. The Railway officials who were found responsi-
ble for the irregular classification of earth-work had since been dealt
with suitably, The future contracts had also been modified suitably
to avoid these disputes- In the opinion of the Committee the fact that'
as much as 439, of the amounts claimed by the contractors were al-
lowed by the arbitrators inspite of the fact that the arbitrators ap-
pointed were either retired Railway officers or senior officers serving
other Railway Administrations. Indicates that either the claims of
the contractors were not examined properly at the initial stages or
the Railways’ case was not put ferward properly before the arbitra-
tor. 'They would like the Railway Board te review these cases de-
ereed against the Railways with a view fo find out weaknesses to be:
remedied and to fix responsibility, where necessary.

39. In order to get an idea about the general trend of the number
of cases referred to Arbitration, the Committee desired to have de-
tails of such cases, railwaywise during the last three financial years:
-The statement furnished by the Railway Board is enclosed as Appen--
dix . VIII. From the perusal of this statement, the Committee find that
in addition to the South Eastern Railway, the position on the Nor-
thern Railway is also unsatisfactory. The propesed review should
apply to the Arbitration cases on the Northern Railway also.

North Eastern Railway-—Suspected fraudulent payment of stores
bills—mpara 42.

40. 16 bills amounting to Rs. 1.69 lakhs were paid fo a firm in res-
pect of supplies which were neither ordered nor received by the
Railway. The payments were spread over a period of more than
10 years starting from November, 1951. The fraud was detected dur-
ing the course of re-conciliation of Registers in December, 1961,
arrears in which were being overtaken in pursuance of directions
issued by the Railway Board in October, 1960, to clear the difference
between balances as per general books and as per the purchase
accounts. The Clerk who was checking all these bills was wunder
suspension and criminal prosecution had been launched against hime
as a result of investigation by the Special Police Establishment.

According to Audit the perpetration of the fraud had been facili-
- tated by the fact that purchase accounts were not being reconciled
properly with the General Books and consequently the proving of
balances against individual items in the purchase accounts wag in
arrears. The generally unsatisfactory state of Stores Accounts, on
-the North Eastern (ex O. T.) Railway was brought out in Paragrapk:
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22 of the Railway Audit Report, 1955. The Railway Board had then
explained to Audif that the Accounts Staff had been augmented
“since January, 1954 at a cost of Rs. 6000 per month, for overtaking
‘the arrears and maintaining the new registers upto-date. Appa-
‘rently this was not done properly. The Committee feel concerned
‘to note that the unsatisfactory state of Accounts was allowed to con-
-tinue for such a long period which facilitated the fraud They would
like to be informed of the final outcome of the case. That the fraud
of this magnitude was allowed to be committed for over a long period
~of 10 years shows a deplorable lack of vigilance on the part of the
~Administration.
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QUTS’I‘ANDING RECOMMENDATIONS

41, The Committee will now proceed to deal with some of the

‘more important items outstanding from their prekus Reports on
Railway Accounts.

42. Replies received from the  Ministry of Railways (Railway
‘Board) and other Ministries/Departments showing action taken or
‘proposed to be taken on the recommendations of the -Committee
pertaining to Railway Accounts have been included in Part III to
this Report. The Committee note that in the following cases the
replies furnished by the Ministry are of an interim nature and would
dherefore await a further report thereon:

. Para 48 of 40th Report (1961-62).
. Para 58 of 40th Report (1961-62).

. Para 21 of 1st Report (1962-63).

. Para 26 of 1st Report (1862-63).

. Para 58 of 1st Report (1962-63).
. Para 60 of 1st Report (1962-63).
. Para 65 of 1st Report (1962-63).
. Para 78 of 1st Report {1962-63).
. Para 82 of 1st Report (1962-63).
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Import of wooden sleepers—defective supplies—Imports  from
U.S.A., Para 16 of 40th Report of PAC (1961-62).

43. In this case wooden sleepers costing about Rs, 65 lakhs sup-
‘plied by a firm in U.S.A. were reported to be defective. The Com-
mittee (1961-62) were informed that the question of claiming suitable
damages from the suppliers was under consideration of the Govern-
‘ment. In a *note furnished by the Ministry of Railways (Railway
Board) it was stated that the case was referred to an arbitrator
-appointed under the terms of the contract. The firm having refused
‘to take part in the proceedings the arbitrator proceeded exparte and
‘had upheld the Railway’s claim on all the counts. In evidence the
‘Committee were further informed that there was no response from

*Appendix IX.

- * C 37
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the suppliers in regard to the award given by the arbitrator and
the Railway had filed a petition in a law court for the grant of a
decree to enable them to enforce their claims. Meanwhile the
sleepers which were hitherto being kept in storage were being utili-
sed after suitable treatment. The Committee would like to be in-
formed of the final outcome of this case.

Loss of revenue in the absence of pro;per weighment faczlztzes paras.
65-66 of 40th Report (1961-62),

44, A case of leakage of revenue due to overloading of wagons

in the absence of weighbridge facilities was examined by the Com-

mittee (1961-62). The Audit Report (Railways), 1961 brought out

the following aspectsi— )
(i) The staff who were expected to put a loading mark on
each wagon to adjust the cubical contents had seldom:
done so.

(ii) The Distt. Mechanical Engineer had reported that excess:

loading was as much as 6 to 7 tons per wagon in some
cases. He also recommended that strong action should:

be taken against the staff responsible for the overload-
ing, particularly as the overloading was likely to resulf.

in serious accidents.

The Committee therefore felt that this case disclosed gross neglect

of the financial interest of the Railways which required investiga-

tion and fixation of responsibility. In a note* submitted to the Com--

mittee it has been pleaded that over-loading was to the extent of
1 to 2 tons per wagon and that chances of accidents were insignifi-
cant. On further examination, it was stated before the Committee

in evidence that in certain cases markings could not be put in the

wagon because sufficient staff was not available at the station. Be-
sides, the density of the ore varied to such an extent that it was not
possible to have exact loading. The Committee are net satisfied

with this explanation. In their opinion the Railway staff could mark

different scales of measurement in each wagon for loading different
types of material and iusist on the consigners to-load according to

scale. The witness stated that the best solution to the problem would

“be to provide weighbridges. In the cases where weighment was not
feasible, he-agreed to issue suitable instructions on the lines sug-

gested, The Committee have come across another case of loss result-
ing from incorrect markings in wagons which they have commented
in paras 25-26 of this Report. They trust that the Railway Board’

will ensure that such mistakes do not recur,

*Appendiz X,
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Irregular classification of earth work para 92 of 40th Report

45. The Public Accounts Committee (1960-61), while commenting
upon three cases of overpayments to contractors in certain construc-
tion projects as a result of upward revision of classification of the
soil had recommended that the Railways should procure the services
of suitable non-Railway Engineers for appointment on their Vigi-
lance Cells. The Committee (1961-62) further stated that consider-
ing the widespread nature of irregularities and the extent of losses
suffered by the Railway Undertaking, it is in the interests of Gov-
ernment as a whole to arrange for the services of competent non-
Railway engineers to serve on the Railways Vigilance Organisation.
In the course of evidence the Committee were informed of the
efforts made by the Railway Board to secure the services of non-
Railway engineers. They could not so far get the right type of per-
sons. It had since been decided to upgrade the posts and it was
expected that officers with the requisite experience would be found
to fill them. The Committee would like o be informed of the preo-
gress made in this regard.




v
GENERAL

46. While deahng with the matters contained in the Aftidit Re-
port Ra11ways—~1963 the Committee came across a number of ins-
tances* where references made to the Rallway Board were consi-
derably delayed. The Committee, therefore, suggest that the pro-
cedure for dealing with references made to the Railway Board
shoruld be studied by the O. & M. team or the Efficiency Bureau i iy
the Rallway Board’s Office, who should thereafter fix smtable time-
limits for dlsposal of such cases. Separate time-limits may be ﬁxeﬂ
for cases involving resferences to (i) one Railway Directorate mﬂy4
(ii) more than one dlrectorate, and (m) inter-Ministerial references..
Cases which are delayed beyond these limits should automatically
comes for review before the full Board.

New Drerar; MAHABIR TYAGI,
Dated, the 3rd September, 1963. Chairman,
Bhadra, 12, 1885 (Saka). Public Accounts Committee..

~~vx‘::f:z~

*See for instances, paras 16, 36, 37, of Audit Report.
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APPENDIX 1
MINISTRY OF RAILWAYS

(RarLway BoARD)

Explanatory Notes on Excesses over  Voted Grants and Charged
Appropriations during 1861-62-shown in. para 9 (pages 6-7) of
Awudit Report, Railways, 1963.

In the year 1961-62, the actual \expenditure exceeded the grants
voted by Parliament only in two cases, and the charged Appropria~
tions in four cases. The table below gives a comparison with the
previcus four years, giving the aggregate amount.of the excesses:

' (Figures in thousands of rupees)

Voted Grants Charged Appropriations
No. of Grants = Aggregate No. of Appro- Aggregate Amount
Affected Amount of priations  of Excesses in tho-
Year Excesses in  Affected. usands of Rupees.
' Thousands
of Rupees.
1957-58 9 17,34,83 3 1,06
1958-59 3 58,02 3 30
1959-60 3 51,99 4 3,03
1960-61 1 13,58,90 6. 2,20
1961-62 2 7,18,49 4 1,23

2. Broadly it will be seen that there is not only an improvement,
on the whole, in 1961-62, as compared to 1960-61, but also that the
more significant of the two excesses over the voted grants, as ex-
plained in the following sub-paragraph, is the net effect of gross
earnings and revenue expenses i.e. net railway surplus appropriated
to Development Fund and is not an excess over an expenditure grant
&s such. N

Of the two excesses over voted grants, in 1961-62, one is a minor
excess of about Rs. 14 thousands over ‘Grant No. 3—Payments t{o
Worked Lines and Others’; the other is an excess of Rs. 7,18,35
thousand over ‘Grant No. 20—Appropriation to Development Fund’,
‘which covers the transfer of the net surplus of the Railway Urder-

taking, for the year, to the Railway Development Fund.
' 43
1037 (Aii) LS—4
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3. Detailed explanations for the various excesses under both voted
grants and under charged appropriations, are given in the succeed-
ing paragraphs. These explanations have reference to the figures
shown in para 62 of App. Accounts 1961-62-Part I—Review and
Para 9 of the Audit Report, Railways, 1963. These are reproduced,
for facility of ready reference, in Annexures ‘A’ and ‘B’ ‘1o these
Notes. The excesses as appearing in the aforesaid publications re-
quire to be regularised. It may be added that there were no mis-
classifications under these grants and appropriations affecting the
excesses under consideration.

I—Excess of Rs. 13,926 under Grant No. 3-~Revenue—-Paykments to
Worked Lines and Others.

This grant relates to expenditure on (i) payments to owners of
branch lines worked by and as part of the Indian Government Rail-
ways system, of their net earnings and (ii) payment of ‘subsidy’ in
respect of lines owned and worked by certain private companies
when their share of earnings does not give the return guaranteed to
them on their capital. These payments are regulated by the rele-
vant contracts. ) V

The excess of about Rs. 14 thousand works out to less than 0.5%
of the final grant of Rs. 29,35 thousand, and consists of a small excess
of about Rs. 39 thousand under ‘net earnings payable to worked
lines’ and a minor saving of about Rs. 25 thousand under ‘Subsidy:
and Rebate’. These variations are the aggregate of minor excesses/
savings resulting from small un-avoidable fluctuations in the earn-
ings and working expenses of a number of lines and call for no
special remarks. ‘ ‘

Il—Ezxcess of Rs. 7,18,35,041 under Grant No. 20—Appropriation to
Development Fund.

This grant relates to the annual appropriation to the Develop-
ment Fund out of the surplus for the year. In dealing with the
excess over this grant, therefore, allowance has to be made for the
fact that the quantum of the net Railway surplus represents the net
effect of the various factors affecting the Railway Budget, precise
‘control over which is not practicable. In other words, the increase
in the amount of actual surplus, over the anticipations, although
technically an excess over the grant, is in fact the net result of short
fall in revenue working expenses and improvement in gross traffic

receipts.

In the origina:l budget, a surplus of Rs. 8,64 lakhs was anticipated
for the year, which was proposed to be appropriated to the Develop-
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ment Fund. Besides this surplus, this grant also provided for further
appropriation to the Development Fund by withdrawal -from
Revenue Reserve Fund Grant No. 22 in accordance with the accepted
recommendations of the Raxlway Conventmn Committee, 1960,
according to which the aggregate outstanding hablhty of the Rail-
way Development Fund to the General Revenues as on 31st March,
1961, on account of temporary loans cbtained from General Finance
in the years 1958-61 was to be liquidated in 1961-62 so that the Third
Plan period should start with a clean slate. This liquidation of
liability to General Finance was to be effected by an ad hoc write
back adjustment (i.e. transfer) of expenditure from Development
Fund to Capital, on “un-remunerative” new lines (i.e. not directly
remunerative in the sense of being expected to yield 5 per cent net
return on outlay) under construction on Ist April, 1955 which was
hitherto charged to Development Fund; any residual liability of this
fund to the General Finance. still remaining after the aforesaid
transfer, was to be repaid from out of the balances in the Revenue
Reserve Fund. The original Budget provided for a withdrawal,
from the Revenue Reserve Fund of Rs. 8,57 lakhs to the Develop-
ment Fund together with the original anticipated surplus of Rs. 8,64
lakhs to be directly appropriated to the Development Fund, so that
the anticipation of total appropriation to Development Fund, at the
time of original budget, was about Rs. 17.22 lakhs.

The actual surplus for the year, however. came to the higher
figure of Rs. 24,40 lakhs; this amount was appropriated wholly to
the Development Fund, thus causing an excess of about Rs. 7,18 lakhs
over the voted grant without the need to effect a transfer from the
Revenue Reserve Fund to Development Fund as provxded in the
original Budget,

The aforesaid increase of Rs. 7,18 lakhs resulted chiefly from:—

(i) Shortfall in ordinary working expenses (Rs. 7,15 lakhs),
owing to a variety of reasons such as:—

(a) Shortfall in expenditure on repairs and maintenance of
rolling stock and other railway installations etc., due
to utilisation of reconditioned and reclaimed materials;
strict regulation of staff expenditure in relation to
actual requirements of traffic etc. and also due to the
effect of economy measures being greater than anti-
cipated.

(b) shortfall in payments of compensation claims for goods
lost or damaged, which resulted from the fact that the
common carrier liability was assumed from Ist Janu-
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ary, 62 against 1st April, 1961 as originally anti-
cipated, due to the time that was actually taken in
putting through the necessary legislation;

(ii) Less payment to the General Revenues by way of dividend
on loan Capital (Rs. 2,49 lakhs) resulting mainly from
the fact that the Capital Outlay going into the:calcula-
tion of the aforesaid dividend; was less than anticipated
in the original budget. The shortfall in capital outlay
during 1961-62 ‘was due chiefly ‘to progress of structural
works and procurement of certain rolling stock on ad- :
ditional - account not coming upto original -anticipations, '
due to time unavoidably taken in the negotiations, etc.
There was also a shortfall of Rs. 12.45 crores in the ex-
penditure on the 'D. B.- K. Railway Project partly due
to substantial changes in alignment and regrading, revi-
sion in the designs of bridges etc. (Rs. 6.50 crores) and
partly due to retardation of works in the prolonged mon-
soon period, non receipt of materials, delay in finalisa-
tion of contracts etc, (Rs. 5.95 crores).

(iii) Reduced expenditure on Revenue Open Line Works
(Rs. 2,40 lakhs), as a result of postponement or rephas-
ing of works, non-finalisation of plans and estimates and
shortfall in supply of materials ete.

(iv) Improvement in Misc. Railway Receipts (Rs. 2,30 lakhs),
due chiefly to the fortuitous accretion to = this head,
during the vear, of the Government Contribution to the
Provident Fund accounts of staff opting for the pension ;
scheme of retirement benefits consequent on the post- : ;
budget extension of the period within which the staff
could exercise an option to be governed by either the
contributory provident fund or the pension scheme.

(v) Improvement in gross traffic receipts (Rs. 1,49 lakhs), and
increase in miscellaneous expenditure (Rs. 7 lakhs).

Il —Excess of Rs. 451 over charged Appmp'r-iatmn No. 5—Revenue
Working Expenses—Repairs & Maintenance.

For the purpose of covering payment in respect of certain court
decrees arising during the course of the year, a provision rounded o
off to Rs. 14,000 (Rs. 1,000 for the Central Railway and Rs. 13,000 ;»s«
for the Northern Railway) was made through Supplementary ap-
propriation. The actual expenditure books up to the close of the
year's accounts was, however, Rs. 14,451 (Rs. 1,165 on the Central
Railway and Rs. 13,286 on the Northern Railway) which resulted in
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a small excess of Rs. 4561 over the rounded off supplementary appro-
priation, ‘

IV (i) Excess of Rs. 20,307 over App. No. 6~Revemze Workm.g Ex-
penses—Operating Staff.

(it) Excess of Rs. 3,972 over App. No. T—Revenue kazng
Expenses—Operation (Fuel),

Bills in respect of payments in satisfaction of court decrees, were
booked in the first instance erroneously under ‘voted’  instead of
‘charged’, during the course of the year; the errors came to  notice
only during the closing month .of the year and in certain cases after.
31-3-62, and amounts were not iincluded in the supplementary de-
mands. The mistakes in classification were, however, set right, and
the expenditure transferred under ‘charged’ before the final closing
of the accounts for the year 1861-62, despite the absence of provi-
sion under charged appropriations, in pursuance of the rule that the
correct classification has to be followed in the accounts irrespective
of whether or not the budget provision was made under the correct
head.

V.—Excess of Rs. 98,679 over Appropriation 17—Open Line Works—
Replacements.

Certain payments amounting to Rs. 2,72 thousand were made
during the year to contractors on ‘Godhra Ratlam Doubling Project’
in satisfaction of arbitrator’s awards but the provision therefor was
omitted to be made through inadvertence. Another amount of Rs. 62
thousand was similarly paid towards the end of March, 1962, but
the necessary provision to cover this expenditure was also not asked
for by the Railway Administration. A part of this aggregate amount
of Rs. 3,34 thousand was covered by a saving of about Rs. 2,36
thousand on another Railway leaving the aforesaid excess of
Rs. 98,679. '

This has been seen by Audit. -

Ilirecftar, Pinance, Railway Board.



ANNEXURE ‘A’

Statement showing Excesses over Charged Appropriations as shown in Para 9 of the Railway Audit Report, 1963 as well
as excesses worked out after raking into account, items - of - Misclassifications.

(Figmes in Units cf Rupees)

Si.. No. and name of Grant  Original Supplemen- Final Expendi~ Excess Real Excess %age of
No. . Grant tary Grant Grant ture after taking excess
‘ ' into account
Misclassifica~
tions
1. 3-Revenue—Payments ;
to Worked Lines and ,
others . . . | 23,79,000 5,56,080 29,35,000 29,48,926 13,926 13,926 05
2. zo0—Appropriation to ' _
Development Fund . .17,21,57,000 17,21,57,000 24,39,92,041 7,18,35,041 - 7,18,35,041 -+ - 41'7.

Nots —There was no misclassification relating to the Voted Grants enumerated above,

8F




© ANNEXURE B’

Statément showing Excesses over Charged Appropriations as shown in Para-9 of the Railway Audit Report, 1963 as well
as excesses worked out after taking into account, items of Misclassifications.

(Figures in Units of Rupees)

Si.  No. and name of Ap- Original

Supplemen- . Final Expenditure Excess Real excess Y%age of
No. propriation Appropriation tary V -after. taking Excess
Appropriation  Appropriation ' into dccount
- misclassifica-
tions

& 5—Revenue—

" Working Expenses —
Repairs and Main- "
tenance . . o 14,900 14,000 14,451

451 451 32
2. 6—Revenue— '

Working Expenses— :
Operating Staff . 42,000 42,900 62,307
3. 7—Revenue— '

Working Expenses—
Operating (Fuel)

20,307 26,307 48-4

. ' 3972 3:972 3,972
4. 17—OpenLine Works— . ‘ '
Replacements

100

. 3,15,000 °  3,15000 = 4,13,679 98,679 98,679 313

Notg —There was no misclassification relating to the charged Appropriations enumerated above.
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APPENDIX K
MINISTRY OF RAILWAYS
(RaiLway BOARD)

Noie

Para 10 of Audit Report (Razlways)m196&~1ntefest free overdrafts
to Branch Line Companies.

The Committee have asked for a detailed the on the feasibility
and financial implications of purchase of the light railways by the
Government for operation as part of the Indian Government Rail-
way system. ,

2. Statements ‘A’ & ‘B' attached herewith are self-explanatory.

Statement ‘A’ brings out the financial implications of the pur-
chase of the three light railways by the Government if these rail-
ways are to be worked in their present form as narrow gauge rail-
. ways.

In the past, the Ministry of Railways had also considered the
financial implications of the alternative of purchase of the light rail-
ways by the Government for the purpose of conversion to broad
. gauge and running as part of the Indian Government  Railways
Broad Gauge System. The financial implications of this alternative,
bringing the figures uptodate with reference to the accounts of the
latest year for which final figures are available (1961-62), are brought
“-out in Statement ‘B,

Annexure ‘A’, ‘B’ & ‘C’ to Statement ‘A’ equally apply to State-
ment ‘B’, and indicate the interest on overdrafts allowed to these
branch line companies which, it was suggested by the Public Ac-
counts Committee, should be formally charged in the accounts. The
_financial effect of such a charge of interest on overdrafts is broughf;
out in both statements ‘A’ & ‘B,

3. Relevant extracts are also enclosed from a note—containing
certain general observations in regard to these three light railways—
which ‘was supplied in 1960-61 by the Eastern Railway authorities
. to the Committee on Transport Policy and Co-ordination. It will be
seen that, according to these observations, the BK and AKX Light
Railways can be conveniently replaced by organised road transport

50
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services when road services are instituted in the region of the A.K.
Light Railway; also the provision of road transport services as an
alternative to B.K. Light Railway is to be examined by the State
Government of West Bengal towards the end of Third Plan Period.
As regards the BDR Light Railway, it will be seen that, according to
the observations furnished to the Committee on Transport Palicy
and Co-ordination, the best soluation is for dismantlement of the
Railway and its replacement by organised road transport service,

Encl: Statements ‘A’ &B’.

5



STATEMENT ‘A’
Fingneial implicarions of purchase by the Government, from the owning private ratlway companies concerned, of the
(1) Ahmedpur-Katwa Railway (AK. Railway) = '
(2) Burdwan-Katwa Railway (B.K. Railway)
(3) Bankura Damodar River Rly. . (B.D.R.Rly.)
for working by the Government as Narrow Gauge (light) railways.

AK.Railway B.XK. Railway  B.DR.
‘ Railway

I. Existing position : Rs. Rs. " Rs.
{1) Capital outlay of the Railway Company upto the end of March, 1962

which is the purchase price payable for ‘ordinary purchase’ if made - ‘
onthe dates andafter theintervalsstipulated underthe contract . 22,317,986 23,84,055%  44,14,069

(2) Gross earnings (1961-62)
(3) Working expenses of the Light Railways (1961-62)

I1. Basis on which Working expenses under Government ownership & manage-
ment can be worked our.

(4) (a) Working expenses, per train km. of the Narrow Gauge section
of S.E. Railway—taken as a basis to compute what the working
expenses of the private railways will be when owned and worked
by the Governmerit (on Government standards of maintenance
and operatien and Governmentrates of remunerationtostaff). . 619 6:19 619

(&) Total train Kms. (1961-62)
kms. w0 ckms,

7,30,080 5,68,580 8,60,421
9,82,504 2 8:75,756 I5325645 ,

2,34,498 $2,35,029 2,30,613
kms ; :
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1I1. Position as 1t is likely to be under Government ownership and managemeni

{5) () Adjusted working expenses, excluding contribution to Deprecia-~
tion Reserve Fund, of the Light Railways if owned and worked
by the Government, on the basis of items 4(a) and (b) above—
as against the exzstmg workmg expenses shown vide item (3)

above. 14,51,543  14,54,829 1,27:494
(i7) Contribution to Depreciation Reserve Fund at 1/ 40th of the capital
outlay. . . . 55,800 59,601 1,10,352
(if1) Ad}usted total working expenses, including depreciation provi-
sion, of the Light Raxlways if owned and worked by the Govern- it st
ment. Item 5(i) plus item 5(ii) 15,07,343 15,14,430 15,37.846
- (6) Estimated annual loss of the Light Raﬂways if owned and worked by the ‘
Government. [tem 5(iii) less item (2) ; 777,263 9,45,850 6,77,425
IV. Compariso
(7) (a) Subsidy now paid by the Government to ) the nght Raxiway Com-
panies (1961-62) ' 3,38,009 4,06,576 16,20,443
(&) Income tax now paid by the Railway Companies to the Govern-
ment (1961-62) . . 30,170 31,150 59,500
(¢) Dividend now paid by the§Railway Companies on the shares
held by the Government (Railway Board) in the Compames ;
capital structure (1961~62) 3,500 Nil 5,000

N.B.—Ezxplanatory notes to this starement are appended in separate sheets.

*In addition to this amount, a sum of Rs. 1,50, 157 is borne as “Current Assers” inder stores and spare pars.”’

&8




A, K Railway ‘B.K. Railway B.D.R’
Railway
‘ ' Rs. Rs. Rs.
(8) Present net cost to Government as a whole. Item 7 (a) less item
7(b) + 7(c). s EET MNP SR T 3,04,429 3,75,426 5:55:943
(9) Additional liability (over and above working expenses and depreciation)
that will devolve on the Government by the acquiring of the Light
Railways by way of interest on the capital investment of purchase at
the averageborrowing rate of 3-77%applicable at present**. 84,150 89,877 . 1,66,410
(ro) Estimate of net aggregate financial disadvantage to the Government
annually by the purchase of the Light Railways, — as compared to the
payment of subsidy to LightRailway Companies undér the existing
arrangements. Item (6) plus item (9) less item (8). - . . . 5,56,984 6,60,301 2,87,802
less less less
2,744 10,3817 30,9747

**Interest has been taken merely at Government’s borrowing rate of 3.77% and not at 44% as the Railways would in fact have “to
pay to General Revenues, if these railways were acquired by increasing the capital ar charge of the Railway.

which will increase the figure of subsidy payable by

tComputed intersst on overdrafis allowed to the Branch Line Companies,
the Governmene to the Company Railways, and thus corrospondingly reduce the

Railways by the Government,

financial disadvantage of purchase of these

8




Explanatory fbot-notes to. Statement ‘A’

(a) The above calculations are from the point of view of the
Government "of India as a whole, taking the additional liability by
way of interest on the capital investment at government’s average
borrowing rate—by purchase of these private  Railways, though
strictly even a higher rate of interest—at the current rate of about
4 per cent—can be adopted in which case the financial disadvantage
to the government, through purchase & working of these Railways,
will further increase. In addition to the interest liability, the Gov-
ernment of India will lose (i) income-tax now . received from the
Railway Companies, and (ii) dividend on shares of the Railway
Companies held by the Government,

(b) Taking the position only with reference to Railway Revenues,
loss of income-tax will not figure in the Railway’s = accounts; but
against this, there will be a higher liability than just interest charges,
on account of dividend on railway capital at 439, payable by Rail-
way. Revenues to the General Exchequer. The net result will not,
therefore, substantially differ from the financial effect shown in note
{a) above.

(¢) In this statement, the gross earnings accruing on the Light
Railways at present, namely, the figures shown against item (2),
have been retained also as the gross earnings that will acerue from
these Railways after their purchase by the Government. This is on
the consideration that, while the working expenses will increase
under government management by the adoption of Government Rail-
ways’ scales of pay & allowances, improved standards of maintenance

& operation etfc., there will be no appreciable overall alteration in the
gross earnings. Passenger earpings constitute about 709, of the
total earnings on the AX. and B.D.R. Railways, and about 859, in
the case of B.K. Railway. The passenger fares on the light rail-
ways are somewhat higher than on the Indian Government Rail-
ways and to that extent there will be a reduction in the earnings as
a result of nationalisation of the Railways; but this is expected to
be made up by a small increase in earnings through improved man-
agement leading to increased traffic, less leakage of revenue, etc.

(d) The “adjusted working expenses” of the light railways under
Government ownership and management have been computed by
taking the working expenses per train kilometer of comparable sec-
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rion, viz., narrow gauge section of South Eastern Railway. Even if

allowance is made for the reduction in the overhead expenses of the
Light Railways, on their purchase by the Government and their mer-
ger in existing Indian Government Railways & even if allowance
is made for some. economies through improved management &
operation, etc., the estimate of the annual financial disadvantage to
the Government by the purchase of the Light Railways will not dis--

appear.

A relevant point in this context was raised by the Public Ac-
counts Committee and the Comptroller & Auditor General, during
the sittings of the Committee from 9th to 12th July, 1863, namely,
that interest on overdrafts allowed to the railway companies should
be charged. The finances of the Government will not be affected
thereby as the subsidy payable by the Government will correspond--
ingly increase, but a view was expressed that such interest should be
formally charged in the Accounts. The assessment of this interest
figure for 1961-62, in the case of AK, B.K, and B.D.R. Railway Ccm-~
panies Limited, will be Rs. 2,744; 10,381; and 30,974 respectively vide
statements attached as Annexures ‘A’, ‘B’ & ‘C’ to this statement.
To the extent of the aforesaid interest figures, subsidy payable by
the Government to the Railway Companies will increase and to
same extent there will be increase in the financial saving to the Gov-
ernment by acquiring light railways shown against item (8) (d).

In other words, the foregoing amounts of interest will reduce the

annual financial disadvantage to the Government by the purchase
of the light railways. As, however, the interest on over-drafts is
only of the order of Rs. 30,000 and less, the estimate of annual fin-
ancial disadvantage to the Government, by the purchase of the light
railways, shown in this statement, running into a few lakhs of
rupees per year, is not substantially reduced.

(e) Depreciation provision is calculated at 1/40th of the Capral
as is reasonable for such Railway assets, (though even a higher
figure could be justified in which case the financial disadvantage to
the government as a result of nationalisation of these railways will
further increase),



‘ STATEMENT ‘B’
Financial implications of purchase by the Government, from the owing private railway companies corzcerned of zlze

(1) Ahmedpur-Katwa Railway . . . . . (AKX Riy).
(2) Burdwan-Katwa Railway -+ : . .. (B.K.Rly)
(3) Bankura Damodar River Rly. . . . . (B.D.R. Rly D
 for conversion into broad gauge lines and operaring them as part of the broad gauge system of the Indian Government Railways,
AK. B.K. B.D.R.
Railway Railway Railway
Rs. Rs. Rs.

(1) (a) Capital outlay of the Railway Company upto the end of March,
1962, which is the purchase price payable for ‘ordinary purchase’

if made on the dates and after the intervals stipulated under the
Contract . . . . . . . 22,31,986 ' 23,84,055* 44,514,069

(b) Estimate of present day cost of conversion of the nght Railway,
on the ‘basis’ of utilisation of second hand broad gauge permanent

way materials, including interest on Capital during construction, L :
1,19,05,652  2,74,86,589

less credit for value of materials released . . . . . 1,35,40,080
(¢) Total capital investment—(a) -+ (b). , . L 1,57,72,066 1,42:89,707 19,00,658
(2) Gross earnings of the Light Railway ( (1961-62): '
(@) Passenger . . . 5,02,386 4,75,136 5,76,297
(b) Other coaching ( VIZ. parcels, l1vest0ck etc) o 20,859 18,412 25,117
~ (¢) Goods (mcludmg a small amount xepresentmg mxsceﬂaneous '
earnings. - . . . . 2,06,835 L 75,032 2,59,007

ToTAL L 730,080 ) 5,68,580 8,60,421

¥In addition to this amouynt, a sum of Rs. 1,50,157 = is borne as “Cuyrrent Asrers” under sic1¢s end spare pers.

LS



A. K. BK.  B.D.R.
Railway - Railway Railway

Rs. Rs. Rs.

(3) Anticipated earnings after the ngnt Railway section becomes part
of the Indian Government Railway’s broad gauge system — allowing
for reduction of earnings through the application of rates and fares
on continuous distance but allowing also for some increase, mainly in
goods traffic on conversion of the line to broad gauge :

(a) Passenger. and other coachmg earnings over the emstmg Light
Railways’ section . . . 4534335 4,109,684 5,06,054

(b) () Goods earnings over the ex1stmg Lxght Raxlway section . 1,42,500 70,253 1,84,333
(i) Additional goods earnings likely to accrue over the main '
line after conversion of the present Light Railway to broad ‘
gauge . . . . . . . Nil. 50,330 25456

{¢) Total adjusted gross earnings after conversion to broad gauge . 5,76,835 5,40,267 7,15,843

(4) Working expenses of the Light Railway (1961-62) . . . 9,82,504 8,75,756 13.26,455

(5) (@) Adjusted working expenses of the Light Railway after conversion
to broad gauge, taking the total train kms. of the Railway , on
the basis of cost per train Km. on the Eastern/South Eastern
Railway broad gauge system for the year 1961-62 (excluding
Depreciation Reserve Fund) reducing the aforesaid unit cost
suitably to reflect the reduction in the over-heads, ete., when
the Light Railway is worked as part of the Indian Government
Railways’ broad gauge system . 9,85,439 10,44,899 9,60,344
{b) Hire charges on Rolling Stock at 89, of the Gross earnings . 46,147 39,194 575277
(¢) Depreciation provision at 1/4oth of the capital outlay . 3:94,302 3,57,243 7.97:526

{d) Increase in operational expenses of the main line on dccount of
the additional traffic expected to sccrue by conversion of the




Light Railway to Broad gauge. This is derived by taking the ' 4
additional earnings expected to accrue on'the main line, namely,
item 3(b) (#7), and computing therefrom, on the basis of 509,
of the average operating ratio of the contiguous Indian Govern-

ment Railway (E. Rly./S.E. Rly) for the last five years . Nil. 19,805 8,459
(e) Total working expenses including depreciation provision. Items <
5(a) + 5(b) + s5(c) + s5(d) . . . . . . . 14,25,888 14:61,241 18,23,596

(6) Estimated difect loss in working of the converted broad gauge section
1.e.; ad)usted total working expense less antxmpa’ced earnmgs Ttem ;
5(a) less item 3(c) . . . 8,49,053 9:20,974 11,07,753
(7) Additional liability to the Government by way of interest at 3- 77%
(average borrowing rate at present) on the capital investment shown ' «
against item (1) (¢) . . . . . . . . 5,94,607 . 5,36;722 12,062,654

(8) (@) Subsidy now paid by the Government to the L:ght Razlway
: Companies (1g61-62) . 3,38,099 © 4,006,576 6,20,443 e
(b) Income tax now paid by the Raﬂway Compames to the Govez n- -
ment (1961-62) . . . 30,170 31,150 59,500

{¢) Dividend now paid by the Raﬂway Compames on the shares
held by the Government (Railway Boaxd) in the Compames
capital strucrure (1961-62) . . . 3,500 Nil. 5,000

{d) Financial saving to the Government by the purchase of the nght
Railways for conversion to broad gauge Item S(a) less  Items
8(b)+8(c) S < 3,04,429 3,75:426 5:55:943
(9) Etimate of net aggregate financial dlsadvantage to the Gove1 nment
annually by the purchase of the Light Railways for conversion to
broad gauge and operating them as part of the Indian Government
Railways’ broad gaugesystem-—as compared to the payment of sub-
sidy to the Light Railway Companies under the existing arrangements.
Item (6)+ item(7) lessitem 8(d) . . . . . . . 11,309,231 10,84,270 17,54,464

N.B.—The Explana:ory Notes to this statement as are appended in separate sheets.
1037 (Adl) LS—6.
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Explanatory Notes to Statement ‘B’

Apart from the general considerations covered by the Explanatory
Notes to Statement ‘A’—the statement showing the financial impli-
cations of purchase of the Light Railways by the Government for
working as Narrow Gauge Railways—the following remarks are
given in regard to this statement ‘B’ which sets forth the financial
fmplications of purchase of the Light Railways by the Government
for the purpose of conversion to broad gauge lines and operation
as part of the Indian Government Railways’ Broad Gauge System:

(2) In computing the anticipated gross earnings of the Railways,
after their conversion to broad gauge and their merger in the Indian
Government Railways’ broad gauge system, allowance has been made
for the additional traffic that will develop on the broad gauge line;
against this, however, allowance has also been made for the estimat-
ed loss of earnings through road competition already felt in the case
of the B.K. Railway which runs parallel to a good road and similar
loss of earnings likely to be felt on the AKX, Railway also within the
next two or three vears after road services operated on the road,
the construction of which parallel to the AXK. Railway has already
been sanctioned by the State Government of West Bengal.

Whatever increase in passenger traffic is expected by converting
the lines into broad gauge, will be offset by the fact that there will
be fewer broad gauge trains than the present number of narrow
gauge trains

(b) As the cost of conversion of the Light Railways to broad
gauge will involve heavy capital investment of the order of Rs. 1}
crores for each of the three Light Railways, the additional earnings
that will result from the conversion of the Light Railways to broad
gauge will be more than offset by the interest on the large capital
investment as well as the depreciation provision thereon (together
aggregating to 79, on the capital investment, namely, 44 dividend
on capital and 249, depreciation provision on capital).




Annexure ‘A’
A. K. RAILWAY COMPANY LTD.

Statement of overdrawals, showing interest thereon

Opening  Credit Debt Balance Interest
balance of remit-  i.e. with- f.e. net on the net
overdrawal tances  drawals for *overdrawal overdrawal

into expenses at the end at the end
treasury of each of each
(earnings) month  month (at
the year’s
borrowing
- rate)
1 2 3 4 3
Rs. Rs. Rs. Rs. Rs.
'1958-59 56,966
April . : . 50,385 27,911 79,440
May . . .. 57,204 70,837 65,806
June . . . 55799 49,326 72,279
July » : . 67,259 87,749 51,789
August . . .. 38,446 58,087 31,248 .
September . .. . 59,904 — 28,656 96
Dctober . . .. 45,564 53,555 - 36,647 122
. ‘November . o 51,780 32,970 — 17,836 59
December . ‘e 75:447 82,337 — 24,726 82
January . . - 47,332 72,411 — 49,803 166
February . .. 44,218 34,816 — 40,402 134
‘March . . . 62,361 38,441 F 49,148
Do. . . .. 65,630 ..
V = _ .
Torar. . . . . . 660
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1 2 3
Rs. Rs. Rs,
1959-60 49,148
April . 38,040
May 23,071 48,328
June 65,074 49,118
July 71,693 57,263
August 59:453 52,210
September 48,118 89,653
October . 42,690 39,258
29,906
November 68,947 73,792
Dzcember 49,089 375747
January . 44,593 74,338
February iy 35,333
March 51,5427 42,485
Do. 68,876 |
ToTAL
1960-61 445636
April 34,540 37,235
May 48,106 72,972
June 64,293 59,457
July 35,665 62,743
August . .
Septembzr 153,216 51,702
O:tobar . 1,08,581 66,747\
8,745 f 92,305 f
November .. .
Dzcember 65,033 37,005
’ : 47:619 1303:534
January . 60,400 85,054
February ‘e ‘s
March 63,456 78,070
Do. 55,411 66,887

TOTAL

4 5
Rs. Rs..
11,108 ..
14,149 44
1,807 ..
16,237
23,480 ..
—18,056 56
15,283
70,438
21,781 -
—7,964 25
~43,297 135
44,636 .
260
41,941
17,075
21,012 ..
—5,167 17
—5,167 17
—3,653 1z
—45,379 151
45,379 151
—73,265 244.
—37,919 326
~=97,919 326
—1,24,009 413
1,657




1 2 3 4 5

Rs. Rs. Rs. Rs. Rs.
1961-62 13245009

April 64,311 24,603 —383,801 279
May 65,130 31,830 —50,501 168
June 66,956 24,338 —7,883 26

July 56,626 33,0291 15,713 .
August 47,862 67,800 —5225 14
September 50,619 69,625 23,232 74
Dectober . 63,507 60,411 —20,136 67
November 73275 [ 93,037  —39,898 133
December 53,416  1,07,044 —03,526 312
Januvary . . 62,861 42,318 —72,982 243
- Pebruary. 65,413 1,908,382 —2,05,952 687
March 72,625 91,051 —2,22,278 741
ToTAL 2,744

NG‘I’E W here no withdrawals are shown against some months, it is an indication that the
“Subsidy” received by the Company Railway, under the terms of the contract
with the Government of India, has been utilized for their expenses, obviating

The subsidy has thus been taken into

the need for withdrawals tothat extent.
account in the above computation of interest on overdrawals.

Where no remit~

tances are shown in certain months, it is an ind‘cation of the toral remittarces
.having been accounted for by the bank in the following month. :



Anuexure ‘B’

B. K. RAILWAY COMPANY LTD.

Statement of dverdrawals, showing snierest thereon.

Opening Credit

Debit Balance

Interest on:

balance of  i.e. remit- ie, with- i.e. pet the net
overdrawal tances into drawals overdrawal overdrawal
treasury for at the end at the end
(earnings) expenses. of each of each
month.  month (at.
the year’s
borrowing
rate)
1 2 3 4 5
. Ras. Rs. Rs. Rs, Rs.
1958-59 (—) 2,74,390
April 43,128 33,544 (—) 2,64,806 883
May . 57,272 44,122 (—) 2,51,656 839
June 54,657 42,418 (—) 2,39,417 798
July .. 70,270 35,212 (—) 2,04,359 681
August 48,054 34,449 (—) 1,990,754 636
September .. 38,799 (—) 2,29,554 765
Qctober . . 50,512 44,721 (—) 2,23,763 746
November 51,575 24,048 (—) 1,96,236 654
December 55,965 45,773 (—) 1,86,044 620
January . 38,768 48,499 (—) 1,95,776 653
February 36,669 32,676 (—) 1,91,783 639
March 49,944 71,016}(9—-)1,58,501 528
Do. 54,354 .
ToraL 8,442
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1 2 3 4 5.
Rs. Rs. Ra. Rs. Rs.
1959-60 (—) 1,58,501
April .. 30,152 (—) 1,88,653 589
May 21,837 31,699 (—) 1,98,516 620
June 53,212 - . 42,497 (—) 1,87,800 587
July} 56,441 66,906 (—) 1,98,265 620
August 46,949 41,355 (—) 1,92,671 602
September 42,908 48,877 (—) 1,98,639 621
Qctober . 33,720\ 44,716 (—) 1,75,792 549
33,843,
Kovember 43,612 39,114 (—) 1,71,294 535
December 36,953 29,880 {—) 1,64,221 513
January . 30,310 34,550 (—) 1,68,461 527
Febroary 39,573 (—) 2,08,134 650
Mlarch 48,0731 72,714 (—) 1,78,197 557
De. 54578) .. S
ToraL ; 6,970
1960-61 (—) 1,78,197
Aprii 32,358 9:582‘ (—) 1,55.421 518
May 43,251 54,071 (—) 1,66,241 554
June 60,523 25,285 (—) 1,31,004 439
July 32,818 23,941 (—) 1,22,126 407
August .. .o (=) 1,22,126 407
September 64,205 30,230 (—) 88,152 294
October . 90,085 41,472 (—) 67,371 224
4,408 33,140
Movember o (=) 67371 224
December 45,989 ¥ 33,9560 1,54,915 516
43,568  1,43,145
January . 48,010 79,911 (—) 1,86,816 629
Bebruary .. (—) 1,86,816 629
March 54,558 80,8507 (—) 2,23,615 745
Do. 47,352 57,859 )
ToraL 5,586
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Rs. Rs. V; Rs. Rs. Rs.
1961-62 () 2,23,615

April . o 50,425 20,029 (—) 1,93,220 644
May . . 58,371 24,521 (—) 1,59,370 591
June . . © 52,348 21,345 (—) 1,28,366 428
July . - 53,575 34,463 (—) 1,09,254 364
August . 40,103 88,298 (—) 1,57,359 524"
September . 34,982 81,205 (—) 2,03,582 678
October . . ~ 42,889 36,458 (—) 1,97,I51 657
November . 49,658 1,18,957 (—) 2,65,401 888
December . 38,473 1,25,018 (—) 3,52,946 1,176
January . . 43,224 89,086 (—) 3,98,809 1,329
February . 41,824 93,529 (—) 4,50,514 1,502
March . . 55,266 84,831 (—) 4,80,079 1,600

ToraL . . . . . . 10,381

Note: —Where no withdrawals are shown against some months, it is an
indication that the “Subsidy” received by the Company Railway,
under the terms of the contract with the Government of India, has
been utilised for their expenses, obviating the need for withdrawals
to that extent. -The subsidy has thus been taken into account in
the above computation of interest on overdrawals. Where no
remittances are shown in certain months, it is an indication of the
total remittances having been accounted for by the bank in the
following month,




Annexure ‘C?

B. D. R. RAILWAY COMPANY LTD.

Statement of overdrawals, showing interest thereon.

S et g

Opening  Credit Debit Balance I terest on
balance of i.e. remit- ie. with- i.e. net the net
overdrawal. tances’ drawals for overdrawa - cdrawa

into expenses. attheend at the end

rreasury of each of each.

(earnings) month, month - (at

the year’s

borrowing

rate)
I 2 3 4 5
Rs. Rs. Rs. Rs. Rs.
1958-59 (=) 1,46,952 A
Apml -1 346,952 . 490
May .. .. —1,46,652 - 490
June 1,55,037  1,33,494 —1,25,409 418
July 70,860 91,952 —1,46,502 488
August 88,564  1,09,638 —1,67,575 559
September 90,169  1,02,848 —1I1,80,254 601
“Qctober . 62,736 76,643 —1,94,160 647
November 66,520 1,02,768 -—2,30,408 768
December .. .. ~—2,30,408 768
January . 1,74,928  1,52,047 —2,07,527 692
February 2,16,037 1,62,449 —I1,53,939 513
March 34,271 1,45,536  ~—2,65,204 829
TOTAL : 7,263
1959-60 (—) 2,65,204

April e . —2,65,204 829
May 71,168  1,16,278 —3,10,284 970
June 76,219 71,880  —3,05,944 956
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1 2 3 4 5
Re. " Ras. Rs. Rs. Rs.
July . . 76,610 . 80,747 —3,10,081 909
August’ 84,567 67,183 —2,92,697 91§
September 1,15,385 1,99,481  —3,76,794 1,178
Qctober . 13,451 .. —3,63,343 1,135
November 1,20,693  1,63,622 —4,06,272 1,270
December .. . —q,06,272 1,270
" January . 94,752 68,336 —3,79,856 1,18y
February 95,834  1,04,506 —3,88,528 1,214
March 1,35,420  2,02,884 —4,55,991 1,425
ToraL ; 13,318
1960-61 (—) 4,55,991
April .. .. —45,55,991 1,526
May . . 68,939 50,468 © —4,37,521 1,458
June . 68,029 §8,706  —4,28,197 1,427
July . . 78,267 56,224  —4,06,154 1,354
August 73,652 78,926  —4,11,428 1,371
September . 411,428 1,371
October . .. .. ——4,11,428 1,371
November’ 1,37,276  2,15,689 —4,89,842 1,633
December —4,89,852 1,633
January . .. - 4,809,842 1,633
February 1,22,152 2,85,854 —6,53,543 2,178
March 1,36,565  2,78,597  —7,95,575 2,652
ToraL 19,601
1951-62 (—) 7,95:575
April —7:95:575 2,652
May . ‘- —7,955575 2,652
IU.IIC . 1,54,932 1,20,971 ""7:61 »614 2:539
July . T 83,664 49,154 —7,27,104 2,424
August . 80,978 68,749 —7,14,875 2,383
September 68,945 51,431  —6,97,362 2,328




i 2 3 4 5
Rs. Ra. Rs. Rs, Rs..
October . . 54,499 65,525 — 7,08,388 2,361
Movember . 1,14,425  1,85,821 — 7,79,784 2,599
December . .. .. - 7,79,784 2,599
January . . ce o 7579,784 2,599
February . . - - 7,79,784 2,599
« March . . 3,27,967  5,20,862 — 9,72,679 3,242
’ ToraL : . . . . ] . 30,974

Nom:; —Where no withdrawals are shown against some months, it is an
indicatipn. that the “Subsidy” received by the Company Railway..
under the terms of the contract with the Government of India, has
been utilised for their expenses, obviating the need for withdrawals
to that extent. The subsidy has thus been taken info account im
the above computation of interest on overdrawals. ~Where 1o
remittances are shown in certain months, it is an indication of the:
total remittances havmg been accounted 1'0: by the bank in the
following wmonth, P T




‘Extracts from the note submitted by the Eastern Railway in 1960-61
to Committee on Transport Planning & Co-ordination.

Committee’s Question: What is the Eastern Railway’s view in regard
to the role played by these Light Railways in the regions served
by them? More particularly is it possible to dismantle these
railways and replace them by organised road transport? In which
cases this does not seem to be possible and why?

‘Burdwan-Katwa Light Railwaey.

The area served by the B.K. light Railway is rich in agricultural
produce. A roadway runs parallel to the Light Railway over its entire
length and 14 buses and several lorries operate on this road. The
Light Railway carries about 9,80,000 passengers and 4,50,000 mds. ot
:goods on an average per annum as against 3,50,000 passengers and
450,000 mds. of goods by road services.

The replacement of the Light Railway by road services suitably
expanded to take the additional traffic will not present any practical
difficulties in view of the limited volume of traffic both goods and pas-
-sengers. There are, however, other reasons which appear to militate
against such action. The Burdwan-Katwa Light Railway is at pre-
sent administered jointly with the Ahmadpur-Katwa Light Railway,
with which it maintains through services both in passengers and
goods. As the Ahmadpur-Katwa Light Railway may not be possible
“to be closed down at present, it being the only means of communica-
“tion in the area, there being no through roadway, the closing of the
Burdwan-Katwa Light Railway is likely to curtail the existing trans-
port facilities in the area. The administration of the Ahmadpur-
Katwa Light Railway, by itself, will mean greater subsidies being
paid to that Railway. It, therefore, does not seem to be advisable
to replace the Light Railway by organised road transport services,
till such time as the replacement of the Ahmadpur-Katwa Light
‘Railway is possible to be made by road services. Further, the Govt.
of West Bengal have stated that at present they cannot offer any
alternative road services to meet the needs of the public and that
the provision of road transport services as an alternative to B.XK.
Light Railway may be examined towards the end of the Third-Five-
Year Plan period vide their letter No. 5697-WT dated 27-8-1960.

~T29/60.
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Ahmadpur-Katwa Light Railway.

As regards the Ahmadpur-Katwa Light Railway, there is no good
road running parallel or close to the Light Railway. The Light Rail-
way is, therefore, the only means of communication in the area. The:
number of passengers and the volume of goods traffic carried by the
railway at present are 10-56 lakhs and 43,000 tons respectively per
annum. The question of replacement of the Light Railway by or-
ganised road transport does not arise at present in view of what has
peen stated by the Govt. of West Bengal in their letter referred to:
above, The question of its replacement cannot also be considered
singly for reasons stated above in the case of the B.K. Light Railway..

Bankura-Damodar River Light Railway.

~ When this Railway was first constructed, it no doubt served a use-
ful role being the only mode of transport, but later on with the deve-
lopment of roads its utility has been gradually decreasing. Even as
far back as 1953-54, the effect of road competition on this Railway
was noticed and it was apprehended that if the trend was to con-
tinue, the Railway may have to go out of business. From the figures
- of fraffic given below it will be seen that the quantity of traffic
carried by the Railway has been gradually decreasing from 1955-56..

Passenger  Passenger Tons Net ton
Year carried miles carried miles
(o00) {o00) (000) (co0)
| 1951-52 . . 787:4 1,59,38 31 126,2
1952-53 . . 886,9 1,77,62 31 126,2
1953-54 . . 877,1 1,79,64 44 178,8
1954-55 . . 850,5 1,69,69 50 203,3
1955-56 . . 850,9 1,80,15 45 196,8
1956~-57 . . 890,4 1,72,89 44 192,2 -
1957-58 . . 924,9 1,73,16 45 185,3
1958-59 . . 922,2 ' 1,67,70 43 186,0

The amount of traffic now carried by the railway works out to
2527 passengers and 118 tons of goods traffic daily, which is hardly
sufficient for a railway to operate remuneratively. It is, therefore,
considered that the best solution be for the railway to be dismantled
and replaced by organised road iransport.



APPENDIX I ,
~ GoOVERNMENT OF INDIA !
MINISTRY OF RAILWAYS
(Railway Board)

MEMORANDUM

SUBJECZ —-Pam 12 of the Audit Report, Railways, 1963—Surplus
Stov'es (including scrap in the case of certain Railways).

The Railway Board’s comment is embodied at the end of the
Audit Para; it is explained therein that the value of surplus stores
indicated in the para includes, in the case of some of the Railways,
ferrous scrap—a point suggested by the heading of the audit para

itself—which could not be dxsposed of because of the ban imposed
on their disposal. ;

2. To facilitate ready appreciation of the position, figures are
‘given below, year-wise, showing the value of surplus stores dis-
tinetly from the value of scrap:—

196 -63
1958~59 195-°0 196061 1961-62 (Tentative
pending
final
closing of
Accounts

%. Stores balances—takingonly
physical balances (under the
Capital head 93500) that
is, excluding purely book-
keeping  adjustments going
under stores suspense  (In
crores of rupees). . . 115-00 9900 3500 8500 9300

-2. Total value of surplus stores
#{other than that pertion of
«the scrap which is taken
under surplus  stores by
certain Railways) (In cyores of

Fupees), . 404 . 373 3-18 317 277
3. Toral value of scrap (In crores
rupees). . . . 4°37 510 623 716 743

4. Percentage in relation to total
steres balances under  Cap.

9500.
(@) of surplus stores - 351% 377% 3 74%  373%  =290%
“#F)! of scrap . . . 3.62% 5:13% 7-35% 8-37% 8-02%
(¢) of surplus and scrap tak-

en together . . . 7-31% 8-80% 11 11% 12, 26% 11.01%

72




%

“Phere was admittedly an increase in the value of scrap balances after
1958-59 due to the ban which was imposed, in the public interest, on
sale of steel scrap, with a view to conserve such scrap for railway
use. This was explained fully to the Public Accounts Commitiee
in"the sittings of July 1962 in connection with Para 20 of Audit Re-
port, Railways, 1962, Since then, the removal of the ban on the
disposal of ferrous scrap, as well as the decontrol of most categories
of ferrous scrap, have facilitated disposal of scrap—the improvement
being reflected in the percentage figures for 1§62-63 in comparison
~with the figures for 1961-62 against item 4(b) and (¢) of the fore-
going statement. The decontrol of all categories of ferrous scrap,
except fresh unused defectives, re-rollable scrap and ingot moulds
in all forms was notified by the Ministry of Steel and Heavy Indus-
tries on 27th August, 1962 and conveyed by the Railway Board
to the Railways on 14th November 1362, The effect of the decontrol
in 1962-63 was thus only partial, and a fuller effect will be reflected
in the scrap balances at the end of the current year (1863-64). Even
so, the percentage of scrap to the total stores balances came down from
837 per cent in 1961-62 to 8-02 per cent in 1962-63.

3. In regard to surplus stores as such, the foregoing . statement
indicates that there has been progressive reduction through the spe-
cial drive instituted by the Railway Board since 1958-59. As a result
of the drive, the total stores balances have also been kept under
control. Against a provision for an increase in stores balances of
Rs, 35 crores in the Third Plan, in the first two years of the Plan
there has been an increase of only about eight crores of rupees.

4. Instructions have been issued that the annual Appropriation
Accounts from 1962-63 onwards should show surplus stores (sub-
divided into movable and dead) distinctly from scrap (sub-divided
under ordinary and surplus) so that there is no diversity of practice
on the different railway administrations.

5. Tt is significant that the total value of surplus stores, which was
"Rs. 404 crores at the end of 1958-59, came down to Rs. 277
crores at the end of 1962-63, in spite of the average annual accre-
tion of surplus of about 0'6 crore of rupees. The bulk of surplus
stores represents items arising mainly from certain categories
of rolling-stock or other equipment which have gone out of service.
Possible utilisation of such items is mainly by modification of the
standards, or reclamation in other ways, or utilisation of the items
as ferrous or non-ferrous scrap. Attention is focussed on the dis-
posal of large value items of more than Rs. 2,000 each. Special
conferences of Stores and Technical officers of Railways are periodi-
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cally held, wherein individual items of large monetary wvalue are
tackled with a view to their possible use on one or other railway
administration.

6. A surplus item in the Railways’ stock of stores is an item which
has not been issued from stocks for Railways’ consumption for a
period of 24 months, Out of this, those anticipated to be used in
the foreseeable future are considered to be “movable surplus”, while
those which are not expected to be required by any railway—as a
result of enquiries through lists circulated amongst railways—in the
next two years, are freated as “dead surplus”. Emergency stores,
which are items kept as stand-by against accidents or other emer-
gencies, by their very nature will not come under the foregoing defi-
nitionis. It may be added that lists of surplus stores are framed
independentiy by each railway administration, and it is only there-
after that the surplus lists are circulated amongst railway adminis-
trations to find out their possible use elsewhere.

7. Out of the total disposal of Rs. 3-7 crores of surplus stores
during 195963, it is not readily possible to indicate the quantum of
surplus stores disposed of as scrap. It should be stressed that scrap
items do not necessarily come from the surplus items only. In fact,
a substantial proportion of the scrap is made up of items that have
deteriorated in value for any reason, or have been broken or damaged
in transit or received as scrap from users all over the railways. A
Survey Committee appointed by the General Manager, consisting of
the senior officers of the consuming departments, determines which
stores should be treated as dead surplus stores or as scrap and how
such stores should be disposed of, i.e. by sale, or by issue to particular
departments (with or without reclamation), etc.




APPENDIX IV |
MINISTRY OF RAILWAYS

(Railway Board)

Para 16—Audit Report (Railways) 1963—Loss in respect of a pur~
chase where time was the essence of the contract.

Question.—(1) The date on which the firm was asked to explain
reasons for delay in supplying the stores. :

Reply—The date of completion of supply of stores stipulated in
the contract was 31st December, 1960. Normally, the occasion for
taking up with the supplying firms to explain the reasons for delay
in supplies would arise only after the expiry of the stipulated de-
livery period. In this particular case, however, well ahead
of the completion date, the firm on their own had come up on
1st October, 1960 with the request for an extension of the delivery
period upto March/April, 1961, This was followed up with requests
for further extensions. A statement indicating the different occar
sions on which the firm asked for extension of delivery period, the
periods for which extension was asked for and the reason for exten-
sions, etc, is attached.

1t is necessary to mention here that the Ministry of Railways have
got their own arrangements to watch the progress of manufacture
and supplies of electrical signalling equipment against bulk con-:
tracts placed by the Railway Board, through their officers posted
at Calcutta, Bombay, Madras and Delhi who remain in regular touch
with manufacturing firms in their respective regions regarding ins-
pection and progress of supplies. Therefore, when the requests for
extensions of the delivery period were received, the Railway Board.
satisfied themselves about the ability of the firms to complete the
supplies in a reasonable time, based on the progress made. It may
be mentioned that generally requests for extensions against contracte
for Electrical Signalling Equipment placed by Railway Board, which -
are considered reasonable, are acceded to, with a view to develop
indigenous production to the utmost extent possible.

 Question.—(2) The date on which the Railway Administration
was asked to calculate the quantum of loss to be recovered from the
firm,

75
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Reply.—The relevant orders for signal reversers under comment

covered the following three separate categories:

Item “4—142 Nos.

Item 5—654 Nos.

Item 6572 Nos.
As would be observed from Annexure I that in one case, extension
had been given up to 3rd May, 1962. Therefore, it was only after
completion of supplies and review of the position that, it was deci~
ded, on Tth November, 1962, that the consignee Railway Administra-
tions, viz.,, Eastern, Northern, North Eastern and Western should be
asked to mchcate if they had suffered any loss—potential or other-
wise or whether inconvenience had been caused, due to delayed
would enable the Rgxlway Board to consxder the questxon of levy, or‘
otherwise, of hqu;dated damaggs against the ﬁrm under the terms
of the contra,ct As regards item (5), a part su{pp},y of 289 Nos.
quanhty of. 654 Nos under that partxcular 1tem When the ﬁrm
came up for extension for campletmg their supply for this item,
they were ask&d to lower their rates for the supply to the level of
rates at which order had been placed against subsequent tender.
Since the firm did not agree to the lowering of the rates, the order
for this balance quantity was cancelled on 19th March, 1963, and was
in turn placed, on M/s. Sea Grand @ Rs. 275 as against M/s Cimmeo’s
rate of RBs. 822.00, Reference has now been made to the consignee
railways on 18-7-1963, to enquire if they suffered any loss on account
of delay in delivery of this part supply to enable the assessment of
liquidated damages for this item as well.

The question of levy of liquidated damages from this firm has yet
t0 be demded by the Raﬂway Board. Pendmg ﬁnal declsxon in this
regard 10 per pent of the contract value has been mthheld viz.

of hgul_dated damages even 1f it is demded to levy th1s in full

Question—(3) The value of stores supplied by the firm up to
31st December, 1960 and (ii) from 1st January 1961 to-date.

Reply— (i) The firm did not supply any reverser up to 3lst
December, 1960,

() The rus;lies commenced after 1st January 1961, Out of
1079 Nos. supplied, 914 Nos. were delivered by June/July, 1961, a
further lot of 145 Nos. by March 1962, and the balance’of 20 by May
1962. The total value of stores supplied works out to Rs. 3,44,763

excluding sales tax.




ANNEXURE I

STATEMENT
Pate of Firm’s | ‘P,aeriodfupto. which extension  Brief réa'sons given insupportof the re- - Extension “Remirks
request for required quest for extension granted upto
extension
I 2 3 4 5
S 1-10-60 . March/April, 1961 . . Thequantity having been:increased fmm 31-3-61 -Extension:.was grant;d
‘ +Nos. 1139 indicated in Feb., 60 to Nos. - without levy gof Li-
1368 in:Sept.; 60 there: Was need. for ~quidated damages

getting the Import Licence for the
increased quantity.

“5-4-61 . Sept.; 1961 ‘ . !, . The firm while regretting ‘the delay in
B despatching the stores even by the ex-
tended date viz., 31-3-61, pleaded that
by the time the inspection was com-
~pleted, the shipment date of their Im-~
port Licence had expired and they had
to*get the Import Licence amended
which took considerable time.

’I"he requcst needccz

clarification %‘as to
whether the exten-
sion waslrequired for

~imported- - or-- loeally

assembled items ‘or
for| both:

it

L

e
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6-5-61 &
22-5-61

5-6-61

20-1-62 &
31-1-62

.

Items 5 & 6fcompletely im- 772 Nos. received in Calcutta in March,)
ported (772 Nos. ‘upto  ’61 but-could not'be cleared from the
30-6-61 and the balance of  Customs earlier than the 1st week of
165 Nos. upto 31-12-61). May, 1961.

Item 4 locally assembled The balance quantity of 165 Nos. was
{upto 31-8-61) expected from their foreign collabora-
tors only in Oct./Nov., 61. In respect
of Item No. 4 it was stated by the firm
that sample was being sent for ins-
pection and approval and bulk pro-
duction will be started after final app-
roval.

The firm advised that sample- has been
approved on 29-5-61 and sought ex-
tension upto 31-8-61. '

31-8-61 from item 4’

30-4-62 for 165 Nos. against The extension for this quantity was re-
Items No. 5 & 6 (completely quested on the plea that the issue of
imported) separate import licence and thereafter

the opening of a letter of credit took
considerable time.

| NO—

Items 5 & 6§Extcnsibn was granted
(Imported) Freserving the right

77 Nos. to levy liquidated
upto damages.
30-6-61

& for 165 As,"regards Item 4 it

r Nos.upto  wasjconsidered that -

31-12-61, the approval of ad-
vance sample be aw~
aited. - - \ :

31-8-61 Extension was granted
reserving the right

to levy liquidated

damages.

30-4-62 Do.

8L



8-5-62

31~1-62

Items No. 5§ & 6 (Imported) The firm pleaded that out of 165 Nos.
upto 3-5-62 for 20 Nos. out 145 Nos. only could be despatched
of 165, within the extended period of 30-4-62.

The balance 20 Nos. could not be
despatched to the consignee Railway
due to booking restrictions.

Item No. 5 289 Nos. Locally assembled

30-11-62 The item being new one the development

tookmore time than expected.

3-5-62

Pe.

The firm was asked
to accept a lower
rateof Rs. 275 again-
st the contract rate
of Rs. 322 at which
the supplics wer to

‘be made. On the

firm’s refusal to acc-

‘ept the reduced price

the order was can-
celled and placed on
another firm at the
rate of Rs. 275.

6L



MINISTRY OF RAILWAYS : ’
r ST (Bmlway Board) = R

Para 17 of Railway Audit Report 1963—Western Raalway—»Extm ex-
penditure due to extension of a zonal contract.

i

The suggestion which was made by the Chairman, Railway Board,
during the evidence before the Public Accounts Committee, in regard
to the change of ‘zonal contract year'—from April to March to July
to June—has been implemented. A copy of the instructions issued
* to the Railway Administrations is enclosed, together with a copy of
Railway Board’s earlier® directions of 29th October, 1956.

*Non prianted

80



GOVERNMENT oF INDIA ]
MINISTRY OF RAILWAYS
: : (Railway Board) '
No. 63/WII/CT/28. - New Delhi, dated 18th July, 1963."
The General -Managers,
All Indian Railways (mcludmg RE DBK, CLW, DLW & ICF).
SusJsecT:—=Zone contracts.

Reference is invited to Railway Board’s letter No. 56/W /25/32,
dated 29th October, 1956, in which instructions were issued how the
issue of work orders should be regulated towards the end of the
zonal contract ‘period, so as to o'bvxate« as far as possible the need for
extension of the con’cract in some caS%, beyond 'ohe normal &ate

Ra:lways, the zonal contract covers the period from lst Apml to 31st
March of the year and the Railways thérefore find it necessary to
extend the validity of some of the work orders beyond 31st March,
as otherwise the Railway Administrations are likely to lose the re-
maining months of the working season if theéy were to change over -
to a new contractor in the midst of a working season with the result
that the works would be considerably delayed. The Board -have
accordingly considered the matter, and have decided that, in future,
all zonal contracts should be Iet out to ‘cover the period from 1Ist July
to 30th June; this will enable the contractors to make their arrange-
ments well in advance and to take all advantage of the working
season.

2. The Board also desire that the tenders should be invited suffi-
ciently in time for being opened on 1st July, and should be finalised
before 31st July. It should ordinarily be possible to avoid having
either to give extensions to work orders of the previous zonal year
beyond 30th June or to giving new work orders at all during July
until after the final rates for the year commencing on 1st July are
decided. Individual and special cases of work orders which may
have to be extended beyond 30tk June will have to be dealt with
on their merits by the competent authority. The same will apply te
any emergency wcrks which have necessarily to be let out during
July.

3. Please acknowledge receipt.

8d/-
(V. VENKATARAMAYYA),
Director, Civil Engineering,
Railway Board.

B s %1 . “"‘ﬁ AN



- APPENDIX VI
,MINISTRY OF RAILWAYS
(Railway Board)
NOTE

Para 20 of Audit Report (Railways)—1963—N. F. Railway—Wasteful
expenditure on old and defective earth-moving plant.

Question,— (i) uPart‘iculars of staff eni;ployed by the N. F. Railway
Administration to work on the earth moving plant during the period
‘A’«ugust 1961 to February, 1962

- Answer —The relevant particulars of staff are given in the attach-
ed statement (Annexure I).

Question.—(il) A list of machinery of the plant showing the
number of units which have since been disposed of.

: (iii) Names of the parties to whom surplus machinery has been
sold. i :

& (iv) The purchase and sale prices of these machines.

Answer.—A statement is attached giving the required informa-
- tion (Annexure II). :

Encl: Annexures I and II.
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ANNEXURE .

g Particulars af szaﬁ’ employed by the N. F. Railway Administration to
work on the Earth Movmg Plant during the period Awmgust, 1961 to
February, 1962 .

No. of posts
operated
in the

respective

Serial ‘ categories
No. Category Scale e
: ~ - Aug, 1961
S to
Feb 62
(Taking
the strength
in Feb ’62)

1 2 3 4

Skilled| Semi-skilled and unskilled Stoff

1. Scraper Operator . . . Rs. 5/- to g/~ per diem, 30
2. Dozer Operator . . . Do. 21
3. Crane Operator . . . Rs.8-50nP.perdiem 2
4. Mechanics . . . . Rs. 5 to 9 per diem 51
5. Electrician . . . Do. 7
6. S;S Mechanics (Elect) . . Rs.2'5010 3Dper dxcm 6
7. 8/8 Mechanics . . . Do. , 43
8. Ticket Issuer . .- . Rs.3 per diem 2
9. Battery Mechanic . . . Rs. 4 per diem 7
10. Generator Operator . . Rs. 3-50 nP. per diem 2
11. Wireman . . . Rs. 4 per diem. 3
12. Lineman . . . Rs, 4 per-diem 2
.13. Driller . . . . . " Rs. 6 per diem 2
14. Shaperman. . . . Rs. 6 per diem 2
15. Turner . . o . Rs: 6 per diem 1
.16, . Compressor Driver . .- - Rs.2-50 per diem 1
“17. *Tyre Mechanic .~ - ¢ 7. -Rs. 3 per diem 1
18 Welder . .. . . . Rs.3:50 per diem T
19. Pump Driver . ~. “ Rs. 350 per diem 1

g3
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plant and'to bring: itin running condition so that igce

ted for use befo

tage by its ‘disposal..

a 2 3 4
20. Cobler . . Rs. 3-50 per diem 2
21, Blacksmith = . . Rs. 4+50 per diem 2
23. Carpenter . - “Rs. 4+ 50 per diem 2
23. Khalasis Rs. 225 per diem 22

' 24. Watchman . Rs. 2-25 per diem 9
25. Storeman . Rs. 275 per diem 2

26. Mate Rs. 250 per diem 2
27. Dak Courier Rs. 225 per diem 1
28. Peon Rs. 2-25 per diem 2
29. Sweeper . Rs. 225 per diem 2
30.  §/S Crane Operator . . Rs. 2-25 per diem 1
31.  Jeep Driver . ..

2. Trusk Driver . Rs. 4. 50 per diem
ToTtAL 232
Number
Sr. of posts
No. Category Scale - March,
1962.
i (Office)

1. Head Clerk Rs. 210380/~ I

2. Sr. Clerk Rs. 130—300/~ 1

3. Jr. Clerk . Rs. 110180/~ 5

4. Typist Rs. 110—180/~ T
; (Outdoor) o

5. AF.O. . Rs. 250—380/- T

6. Motor Driver . Rs. 110—~180/~ 3

7. Ward Keeper . Rs. 205—280/- 2

8. M.CC. . . . Rs. 105—135/- 3

TOTAL. .. & 17
7 Note: (1) The;x;gmbcr}pf staff was biought down from 249 in_February, 1962 10 64
o in Méreh, 1962. The'laner number were Jegdined for “cverfiauling the

: at it conld be. demonstra~
prospective buyets and derive the hes; finaneial advan~
Even rhis number was disbanded afier the disposal

of most of theplant by auction. et ;
(ii) Of the towl staff of 249, employed at the time the plant was declared
sutplus, 112 were absorbed by the Reilway-against-available yecancies in
other categories elsewhere, 92 were retrenched and 4o left service on

their cwn,




ANNEXUREST

, Esﬁos&i of the Earth Moving Plant sransferred from the South Eastern Railway to North-éast Frontier Railiay

Original cost of Transfer value
Plant as initially of the Plant when
purchased by taken ‘over ‘from

Parties to whom sold by Public

No. Details of Plant the Ganga South Eastern Disposal value ~guctions
g ' Bridge Project. Railwayiin 1960 L
« by N.F. Railway.

L Rs. Rs. Rs. ’

1. 16 Scrapers 2473 lakhs 7-76 lakhs 286 lakhs  (a) Assam}State”Electricity Board,
(2 dozers and  Shillong.

: , 4 scrapers) ' ‘~ ,

2. 12 Dozers . = ., . « 13'80 lakhs 4°58 lakhs  6-22 lakhs (b) M/s. Arvind {Brothers, Cal-
S (8 dozers and cutta, o
, , 12 scrapers)

3. 1 Diesel crane . . . 1-05 lakhs 0-89 lakhs Nors: 2 remaining ‘dozers-and one

Terar .

39°58 lakhs ¢ 18%23 lakhs:

g-08 lakhs

Diesel crane were retained

by the Railway Administra~ 5

tion§for the Brahmaputra

Bridge and' the: Survey &
ConstructionOrganisation’of
the ‘Railway ‘Administration

respectively..

!

-

i

-




I ‘ 2 4 5 6
4. Spare parts 6-83 lakhs 8- 40 lakhs Sale orders of the spare - partS
(Transferred are ‘under issue to -the following

5. Ancillary plantssuch ag Trans-
port  Vehicles, Generating
spots etc, .

6. Tools& plant .

7. Misc, Stores including sccond
hand spares etc.

8. Scrap

9. Speciat Fools

10. Misc. consumable

along with  the
Plant from South
Eastern Railway)

2-09 lakhs

018 lakhs
2-43; lakhs

o-os§lakhs

0-98 lakhs
044 lakhs |

26-23 lakhs

parties who have to offered to take

them.

() Assam State Electricity Board,
Shillong.

(#) Executive Engineer, Mecha-
nical Division, Mirzapur
(U.P)

(57) Additional Chief Engineer,
‘Bihar State, Patna,

(iv) D.B.K, Railway Project.

(v) Executive Engineer,Irrigation
Division, Kashipore.

These are proposed to be utilised

by various consuming depart~

ments of the Railway.

Will be disposed of according to
extant procedure as scrap.
~Will be disposed of by auction of

by offering fsome of them to the

Bihar State Irrigation Project, -

Pana.

s

08




APPENDIXVO
MINISTRY OF RAILWAYS L
(Railway Board) o
NOTE |

Para 26 of Audit Report (Railways)—1963—Southern Railway—Un~
necessary haulage of Sleepers..

Question.— (i) Dates on which sleepers were despatched from
Calcutta area to the Southern Railway.

(ii) Corresponding dates on which supplies were received from
Bhadravati.

Answer—(i) & (ii).—The particulars of the despatches are given
in the statement attached as Annexure I. As it is difficult to give
the precise dates, only the months in which different consignments
were despatched are indicated.

It will be seen from items marked (a) in the attached Annexure
I, which pertain to despaiches from Bhadravati, and from the items
marked (b), which pertain to despatches from the Calcutta area,
that substantial despatches from Bhadravati could be made even in
March, 1961 whereas the despatches from the Calcutta area did not
commence til April, 1961. The consideration that sleepers should be
used for works on the north-east coast of the Southern Railway by
making the fullest use of the working season before the monsoon, led
to the Bhadravati despatches from March 1961 being sent to the more
distant points on the aforesaid sections of the Southern Railway,
mstead of to sections nearer Bhadravati, .

Questzon——(m) Was it not possible to utilise sleepers procured
from Bhadravati on the works in question instead of getting supplies
from Calcutta area?

Answer—The point, which was sought to be made by the repre-
gentatives of the Ministry of Railways before the Public Accounts
Committee, was that the Bhadravati despatches of Broad Gauge
sleepers were sent to the north-east coast sections of the Southern
Railway for reasons explained in the answer to questions (i) & (ii)
above. A consequence of this was that the supplies of the Calcutta
area were correspondingly used for works elsewhere—that is, farther
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away from the Calcutita area than the aforesaid section of the Sou-
thern Raﬂway

It may be added that the Southern Baﬂway Administration have
issued instructions on 10th July 1963 (copy attached as Annexure II),
that review should be made from time to time of consignee instruc-
tions in respect of supplies of cast iron sleepers.

; : i e m———————— Poondae e 1 Ld
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ANNEXURE I

Name of Supplier

Particulars of monthly despatches
effected to S. Railway

1. . Mysore Iron & Steel Works® (a)
Bhadravati (B.G. Sleepers) (a)

(@)

(M.G. Sleepers)

2. Shree Hanuman Foundry &

Engg. Company,
(M.G. Sleepers)

(B.G. Sleepers)

3. Tapang Light Foundry, Calcutta

(B.G. Sleepers)

Calcutta

®)

1693 tons despatched in March 6%
April 61
May 6x

1747 tons
555 tons

3995 tons

243 tons
641 tons
407 tons
235 tons
511 tons
841 tons

335°5 tons

497 tons

37105 tons

219 tons
2136 tons
330 tons
258 tons

2943 tons

98 tons

1500 tons
728 tons

2228 tons

b2

»

L34

33

I

23

»

3

23

»»

¥

*3
et

“TRy

2
33
3

3

¥

3y

3

33
¥

April
May
June
July

Aug..
Sept.

QOct.
Nov.

6¥
’61
63
)6 I
361

March 6x
April ’6x
May ’6x

June

Oct.

61

April ’61

Oct.

,61
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Name of Supplier Particulars of monthly despatches
: effected to S. Railway

4. Shree Hanuman Cotton Mills,

Calcutta. ;
(B.G. Sleepers) (b) 304 tons despatched in April "61

(6) 609 tons »? »*  May 61
(&) 756 tons »? »” . June 61

1669 tons

(M.G. Sleepers) 438 tons i ?  Aug. 61
3295 tons » »”  Sept. 61
7675 tons

Norte. It will be seen that the aggregate despatch of Broad Gauge sleepers from
Bhadravati, in the period from March 1961 to May 1961, items indicated (a) was
3,995 tons, against an appreciably lower tonnage of 3,169 desparched in about
the same period April 96t to June 61 from the Calcutta area-itern

indicated (b).




ANNEXURE II
SOUTHERN RAILWAY

No. W/457/4. 'Hd, Qrs. Office (Works Branch).

Madras-3, Dt: 10th July, 1963.
OFFICE ORDER

- SusJecT: —Movements of Permanent Way Materials.

Permanent Way Materials such as cast iron sleepers are obtained
from various sources in different parts of the country for consumption
at different points on the Railway. In the case of cast iron sleepers con-
signee instructions are given by the Railway against the contracts en-
tered into by the Rajlway Board, Consignee instructions are normally
issued taking into consideration that the distances over which the
materials have to be moved are kept down to the minimum, consis-
tent however with the urgent needs of some of the works over the
others for these materials. It however happens that conditions alter
from time to time, ‘as, for instance, when supplies of materials do
not materialise as anticipated with delays occurring in some cases,
while in some others due to ready stock with the suppliers the
materials flow earlier than anticipated. A periodical review of the
consignee instructions is, therefore, called for so that such consignee
instructions, as have been issued, are suitably revised when
possible. It is necessary that such a review should be. con-
ducted every month with the object that the freight incurred on
movements is the lowest, except as warranted by clear urgency
of needs. In the case of cast iron sleepers the review should be done
by the Track Supply Officer. He should also keep the COS and CE
informed of the results of such a review every month. In respect of
construction Branch, the review should be carried out in Works/
Construction Branch Office...... the results of the review being put
up to CE/CN/COS.

Sd/-

’ For General Manager.
ff.E. : Lorqm
C.08. ! : |
C.E./CN/MS. : : : R

Copy to T.S.0,

91 -
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~ APPENDIX VII
GC\)VE;,RNMENT OF’ INDLA
 MINISTRY OF RAILWAYS
| (Réilway Board)
No. 62-B (-C);--Si's;s(PAC). F New Delhi, 2nd, July, 1963.
OFFICE MEMORANDUM

Sus:—Consideration of Audit Report, Railways, 1963.

The undersigned is directed to refer to Lok Sabha Sectt. O.M. No.
2/IX/2/63/PAC dated 18th June 1963 and to send herewith a

‘stat‘ement givingmrailwaywisemthe information required . by . .the

 Public - Accounts Committee ‘in regard to Arbitration Cases etc.

2. It will be seen that genei‘ally speaking, except on the Northern

“Railway in the three years and South Eastern Railway in  the
years 1961-62 and 1962-63, the number of arbitration cases is not
" large and the amount awarded is also not very significant. Taking
all the Railways together and the total of all the three years (1960-
61 to 1962-63), the amount awarded as a result of arbitration is only
‘Rs. 8426 lakhs. The total amount awarded against all Railway .ad-
ministrations, which was Rs. .22:47 lakhs in 1960-61 and Rs. 38-53
‘lakhs in 1961-62, was Rs. 23-26 lakhs in 1962-63. The total amounts
claimed in arbitration in these three years were Rs. 0'81 crores,
Rs. 1°46 crores and Rs. 174 crores respectively. The average annual
expenditure incurred by all Railway administrations on arbitration
in these three years is less than a lakh of rupees (about Rs. 89,000).

3. The Ministry of Railways would like to stress that the figures
have to be viewed in relation to the large number of contracts on

)
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the Iz&dian Government Railways and the value of these contracts
as well ag the very large magnitude of expenditure on works stores
etfc.

| L (C.T. VENUGOPAL)
ENCL: AS STATED. "~ Additional Member, Finance,
Railway Board.

To
The Lok Sabha Seott.,
(P.A.C. Branch},
New Delhi,

No. 62-B(C)-SE/5(PAC). New Delhi, dated the 2nd July, 1963.

Copy to ADAI (Railways), New Delhi, with reference to Lok
Sabha Sectt’s endorsement No 2/1X/2/63’PAC dated 18th June,
1963. ¢ o0 : ;

'.»,:fwm‘m;, (xe ,;g

(C. T. VENUGOPAL)
Additional Member Finance,
Railway Board.

EN CL: As above.



STATEMENT

Integral Coach Factory,
Madras . . .

Railways No. of cases ref- No. of case in Total amount claimed in  Total amount awarded Total'amount incurred
erred to Arbi- whichawards went respect of all cases in arbitration cases
tration against the Rail- :
way
1960- 1961~ 1962- 1960- 1961~ 1962- 1960~ 1961~ 1962~ 1960—' 1961~ 1962~ 1960~ 1961~ 1962~
61 62 63 61 62 63 61 62 63 61 62 63 61 62 63
(Rupees in thousands) (Rupees in thousands) (Rupees in Units)
Central 10 i3 19 g I 17 2,23 6,30 34,19 8o 1,63 4,45 600 767 18,452
Eastern 8 5 6 8 5 2 11,40 6,75 14,20 5,27 5,26 4 5134 1,863 377
Northern 32 45 61 21 26 21 747 14)63 2507 1)28 2,94 7:55 3,739 8:809 9>975
. el
North eastern 4 18 22 4 16 8 8,80 7,78 20,70 40 85 49 1,142 460 1,353 EY
Northeast Frontier 3 9 3 8 11 1,67 11 37 2,908 8,137
. Southern 1 58 . 76
South-eastern 11 57 6o 10 44 23 7,51 92,27 63,95 4,74 23,73 7524 372 5,000 . 282,02,0
' ’ 948,000
Western 16 6 14 12 4 11 43,59 15,24 13,63 984 333 3,33 55:389 9,890 10,710
Chittaranjan Locomotive “
Works - . . 1 1 1 it I 3 231 4 3 23 3 245 50 952
Diesel Locomotive
Works (formerly
Loco Component , <
Works ) Varanasi 1 bs I 1 45 11 19 3 40 39



Railway Electnﬁcatwn

Project - . . . b S . 1 Vi - 14 veo 10 N . 53
Dandakaranya-«Bolangif- ;
Kiriburu Railway .
Project . . - .. s s .. . o o . v .. R .. ..
ToOTAL - 85 155 185 6% 116 - 85 BLI4 14590 I74,03 22,47 38,53 23,26 [ 69:420 35,002 I6I,01I

*This represents.expenditure to end of 1962-63 on the special organisation set up to deal with arbitration cases'on S.E. Rly.
{Relates to 1959-60 but decided in 1961-62.

NoTE :—(#) The above information excludes D.G.8.:& D’s contract cases, arbitration in respect of which is handled by that organisation.

(#) While the amounts claimed and awarded are given in thousands of rupees the totgl expenditure incurred by the Railway in the Arbi-
tration proceedings is given in units of rupees.

(#3) Thefigures of Eastern Railwayand Diesel Locomotive Works, Varanasiare reported to have been vetted by theirfocal Aucht, and the ©
x':;stam stated tobe under verification, v




APPENDIX IX
MEMORANDUM

Rec:—Item 33 contained in Appendix II-—-Vol. II—of the First Re-
port of the Public Accounts Committee (3rd Lok Sabha)—
Pare 19 of the Railway Audit Report, 1961~Import of wooden
sleepers from U.S.A.—Defective supplies. :

In the chronological account accompanying the Memorandum
previously submitted by the Ministry of Railways to the P.A.C
(vide Appendix XXII of Volue II of the First Report of the Pub-
lic Accounts Committee), it was explained that Shri C. R. Ranga-
nathan, former Inspector General of Forests, Government of India,
had been appointed on 15th November, 1961 as Sole Arbitrator.
This was done under the relevant section of the Arbitration Act,

for dealing with the issues and he entered on the reference on 18th

November, 1961. In view of the written refusal of the American
firm to take part in the arbitration proceedings, ‘the ‘Arbitrator
decided to proceed with the case ex-parte, and held some ten sittings
including visits to the site where the American sleepers’ ‘were kept
in storage. After detailed hearings, the Arbitrator finally gave his
award on the 26th of September, 1862% upholding the Railway’s
claim on all the counts referred for arbitration. The ﬁndings and
substance of the award are indicated below 1~

(i) The sleepers supplied did not have, and could not have
had, the prescribed nett retention of 6 1b. per cubic
foot of preservative as per specification agreed upon.

(ii) The American Firm should replace the 23,319 sleepers,
which cannot be salvaged, by a fresh supply of sleepers
conforming to the specifications prescribed, free of
cost or alternatively pay the landed cost calculated at
Rs. 31-21 per sleeper.

(iii) The American Firm should pay the salvaging costs for
209,771 sleepers, calculated at Rs. 3/-.per sleeper.

About 22,730 sleepers having already been laid in track, the
award given by the Arbitrator covers completely the entire balance,
out of 2:56 lakh sleepers received under the contract with the
American firm.

*Not printed,
96
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2. As advised by the Ministry of Law and the Legal Advisers of
the India Supply Mission, Washington, the Indian Railways are now
free to proceed further with the salvage treatment and wuse the
sleepers thereafter. The legal Advisers to the India Supply Mission,
Washington have, however;. suggested—as a measure of abundant
caution—a furthr opportunity being given to the Supplying Firm
to satisfy themselves about the condition of these sleepers, if they
so choose, by 31st March, 1963, in view of the pending claim. This
will ensure that the Railways would no longer be under any obliga-
tion legally to keep the sleepers s‘cored ready for mspectlon, for any

further penod thereafter

3. The reactions of the American Firm on the award are still -
awaited. .They have merely pleaded that their Principal Director is
away in the continent, evidently .in an alfempt fto gain further time.
Meanwhile, the Ministry of Railways have decided to proceed
simultaneously with the legal formalities by requesting the ‘Arbi--
trator to file the award in the Court. This having been done, the
District. Court conveyed formal advice of the filing of the award too
the Ministry of-Railways, who in turn have filed a petition seeking:

a decree on.the award,

All necessary action, has thus been taken by the Ministry of
Railways at every stage, and further developments will - be . care-.
fully Watched and the final outcome of the case will be reported in
due' course to the Public Accounts Committee, . ;

This has been seen by Audlt.



APPENDIX X
MEMORANDUM
REg: —Conclusions/Recommendations of the Public Accounts Com~

mittee=—items 58-59 of the First Report (3rd Lok .Sabha)-—
Vol. II—Appendix II.

The matter has been further examined as desired by . the
Public Accounts Committee and certain relevant aspects of this case
are set forth below. ‘

In this case, pending the provision of a weigh bridge, the Rail-
way introduced a system of ascertaining the quantities to be loaded
into a wagon by a formula based upon the density of ore, which
was taken as 18 cubic feet per ton (on an average basis). It may be
mentioned that, with the growing pressure on rail tfransport, it has
been found increasingly necessary to adopt, in cases where the
weightsi .can be deduced with a reasonable degree of correctness
from measurements, this method of ascertaining the loadable quan-
tities into the wagons, and thereby effect some gavings in the deten-
tions to, and shunting of wagons. In this context, therefore, a cer-
tain variation between the weight determined on this basis and the
actual weight would be inevitable—these could be either an excess
over, the computed weight, or a shortfall in relation 1o the com-
puted weight. In fact, it has been recognised that, even in the case
referred, there were instances both of under-loading and of over-
loading with reference to the computed weight. One of the contri-~
butory factors for this variation is the fact that the density of ore
varies from quarry to quarry and sometimes even within the
quarry itself, and such variations are appreciable. The size of the
lumps constituting a particular consignment would also make 'a
difference. A very small difference in the height up to which the
ore is loaded and whether there are any heaps, etc, could also make
some difference to the weight. It may be mentioned that a differ-
ence of even 1”7 (one inch) in the loading height could make a
difference of about a ton in the weight. It may, however, be men-
tioned that the chances of accident, on account of possible over-
Ioadings, by the variations in density and slight variations in the

height of loading are insignificant as has been found in actual prac-
tice.

In considering the question of fixation of staff responsibility, due
allowance has, therefore, to be made for the factors mentioned

98
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above. In:the particular case covered by the Audit Para, it is seen:
that, though there were many cases of Overloading, there were
some cases of ‘Underloading’, also. Many of the cases of overload--
ing were such where the loading had been to the extent of 1 or 2.
tons more than the carrying capacity, which could possibly have.
been due 1o the factors mentioned above, Further, it is not possible:
to ascertain if the excess weights in the other cases were due to-
loading beyond the permissible heights, or were on account of varia--
tion in the density of the ore, as the height up to which the wagons:
had been loaded had not been specifically recorded when the weigh--
~ ments were made at the destination. All this renders it extremely-

difficult to pin-point responsibility for the lapses, which arose from
a number of contributory factors inevitably arising from the general
arrangements in vogue none of which can be ascribed fo any indi--
vidual’s negligence as such. It has also come to notice that, for a
check to have been conducted at the starting station, to ensure that
no loading was done beyond the permissible height, it would have-
been necessary to engage additional staff, to adequately supervise-
the loading. The necessity for, and the importance of, this super-
vision has been brought to the notice of the Railway Administra--
tion. General instructions have also been issued to all the-
Railways to ensure prompt and adequate action being taken
in such cases, in order to obwviate a possible leakage of revenue. A.
copy of the instructions issued in this connection is enclosed.*

In all the circumstances of this case and having regard to the
fact that this case has highlighted certain aspects for which reme--
dial instructions have been issued, the Ministry of Railways would:
respectfully request that this case may not be pressed further.

This has been seen\by Audit.

i e srssman————— stto——on,

*No¢ printed,



APPENDIX XI

Summary_ of .main conclusions|recommendations of the 13th- Report of
the Public Accounts Committee on Appropriation Accounts (Railways)
1961~62 and Audit Report, 1963.

Sf:rial + Para No. " Ministry = - Conclusions/recommendations
Ho. of concerned : : ;
Report B L .
3 ‘Railways The Committee feelthat the cases of un-

necessary Supplementary Grants referred
to in the Report do not indicate a satis<
factory position. It is clear that the pro-
gress of expenditure and liabilities incurr-
“edunder the grants ~were not properly
-watched which resulted in excessive sup-
plementary. demands and large savings at
the end of the year. The Committee
would urge upon the Ministry of Railways
to' further “examine thesc ‘cases and take
suitable ‘steps to prevent their-recurrence;

The Committee would watch through furure

<
‘p‘ -

7 ~ Audit Reports the improvement in the
; ten TE cpegition regarding surrender of savings as
* : claimed’ by the: Ministry of Railways.
b ‘ 5‘ . 4 R The Cémnﬁtteé feel that while frami\ng, the j

Sl budget estimates the administraticn sheuld:
be able to make due allowance for |
likely savings arising from factors:like
difficulties in procurement of materials,
delays in finalisation of plans and estimates, ;
rephasing of works etc., which though 1
unforeseen, are known from past experi-
ence to be inevitable. In this connection,
they would also commend for the con-
sideration of the Railway Board their
recommendation contained in para 6 of
oth Report (1662-63) that in respect
of grants in which savings were 2 re-
curring feature, a lump-sum cut might be
imposed without in any way affecting the
provision on individual items, before
approaching Parliament for funds,

i00
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£

6 Railwaj?é (0] The Committee regret to observe that

despite their observations and instructions
issued by the Railway Beard, the Railway
Administration still continued to over-
look statutory provisions in regard to
making = provision for ‘Charged’ ex-
penditure,

» (#) Subject to the above observation, the
Committee recommend that the excesses
referred to in para 6 of the Report be
regularised by Parliament in the manner
prescribed in Article 115 of the Consti-
tution.

» The Committee feel that interest on over-
. drafts by private .companies should be
charged so that the Parliament gets a full

.picture of the real amount of subsidy.

a4 As the subsidy is payable on a fixed date, in=
terest-should be assessed on overdrawals
as..they. occur periodically for the actual
periods of time until they are liquidated..
Such-overdrawals are in the nature of
ways and means advances the interest
on. which is correctly. chargeable to the
- working - expenses.of -the companies.
+The Commirttee desire that the amounts
of .overdrafts drawn by the Branch lines
- worked .. by private companies and the
-..interest: charged thereon should be in-
-dicated . separately in an appropriate
manner.

9 P~ Allowing the overdrawals of this magnitude
: \ . {(almost - twice the amount of subsidy paid
to the companies) without a proper
scrutiny  appears to be unsound. The
Committee, therefore, desire that suitable

limits should be fixed in this regard.

10 K "The Committee would reiterate their earlier
“observations made in para 15 of their
1st. Report, 1962-63 that besides purcly
commercial considerations, factors like
efficient management and better public
. service should also be taken into account
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in reaching a final decision on this ques-
tion, They trust that these observations.

“will'be kept in view at the time of re-

viewing the existing agreements with the:
Branch line companies.

9 1 Railways In the opinion of the Committee the in-

bR

1o 12

creased amount of undercharges detected
during the post-check of the transactions.
is indicative of the deteriorating efficiency
of the station staff in the matter of correct
recovery of freight etc.  Since such under-
charges materially affect the earnings of
the Railways, the Railway Board should
take a serious view of the situation and
adopt suitable remedial measures.

The Committee trust that the Railways

will ensure that the procedure outlined
in this Report in the matter of disposal of

-surplug stores is properly followed by the

Railway Administration and that items of
stores declared surplus on the Railway
are promptly notified to other Railw ys,
80 that they can be utilised in the best
manner.

It 13 Economic (f) It has caused serious concern to the

& Defence
Co~
ordination

Committee that the Purchese Organisa-
tion should have taken three yesrs in
ascertaining the position and in re-
porting the matter to the Special Police
Establishment. As the Purchase Orga-
nisation handled crores of rupees worth of
contracts,  Government would be well
advised to see that it acted with due
alertness and speed to look into the mal-
practices of unscrupulous contractors.

(i) The Committee are surprised that no

criminal case could be instituted against
the firm in spite of the fraudulent prac-
tices alleged against it. It appears to
them that delays in detection due to
lack of administrative vigilance both in
indenting and supply organisations, have
only ~facilitated the disappearance of
cogent ' evidence. The Committee note
that disputes in respect of 43 contracts
with the firm were under arbitration.

. They -may be -apprised-of the outcome

thereof,
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3 4

14

i2

13

14

15

16

Economic  The Committee feel that there is a sericus
& lacuna in the procedure whereby the
Defence consignee Railways failed to obtain the
Co- data in support of go per cent payment
ordination made. The Committee would like the
Ministry of Economic and Defence Co-
ordinaticn to look into this and ensure
satisfactory co-ordination so as to avoid

recurrence of such cases.

Home () The Committee desire that the Ministry

Affairs . of Home Affairs might look into the case
of irregularities in timber contracts and
examine the manner in which the case
was processed by the S.P.E. at different
stages,

Railways (i) As the irregularities are so blatant and
Economic serious, and the amount involved is
& Defence large the Committee suggest that therc
Co- . should be a joint inquiry by senior offi-
ordination cers  of the Railway Ministry and the
~ Ministry of Economic and Defence
Co-ordination. They should examine the
officials concerned and the relevant docu-
ments ascertain the wmodus operandi,
allocate the responsibility between the
two - Ministries and suggest suitable
procedural changes to avoid recurrence

of cases of this nature.

E.C.and (#i7) The Committee would like to be in-
D. formed of the progress of the civil suit.
The performance of the contractor in
regard to his contracts with the other Minis-
tries should also be carefully scrutinised,

Railways The Committee feel that as the firms had
not agreed to a reduction in price on
account of increase in the quantity to be
purchased, there was no material -ad-
vantage in placing orders for two years’
supplies, specially when globa! tenders
had been called for and were due to be
opened within a few days. Even if the
judgerent was that global enquiries would
not throw up lower rates, it would have
been more prudent merely to reserve the
right, if possible, to increase the order
on the firm successful against the limited
tender. Had the purchase been restricted

- to. the urgent requirements the extra
expenditure would have been minimised
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16

17

18

19

17

19

20

21

Railways

LA

a3

P

The Committee find it difficult to accept

the view that the time taken in processing:
the tender was not unreasonable. In
their opinion the time taken in processing:
the contract at different stages was not in
keeping with the plea of urgency which
was the main consideration for accepting
higher rates. The Committee would like
the Railway Board fo take steps to tighten
up the procedure to avoid such delays

“in future, specially when dealing with
urgent requirements. The Committee are

also unhappy to note that no price pre~
ference clause was included in the con-
Lract.

The Committee regret to observe the com-

placent attitude of the Railway Board in
considering the question of levying liqui-
dated damages on the supplier. They
would like to be informed of the final

“action taken in this regard.

The Committee consider it unfortunate that

the Railway Administration should have
issued orders regarding Zonal contracts
which were in their own words , ““ill con-
ceived and absolutely impracticable”. The

Cominittee would like the Railway Board

toexamine the circumstances under which
such orders were issued and take steps
to-avoid recurrence of such cases.

(1) The Commitiee suggest that the feasi-

“bility of finalising the new contracts be-
fore 3oth June instead of 31st July each
year should be examined.

(zz) The Committee would watch through

subsequent Audit Reports the results of
the changes introduced and instructions
issued in regard to placing of Zonal con-
tracts.

The Commirtee trust that the Railway Board

will take a serious note of the mistake of
not putting up an offer of a firm to the
Tender Committee and issue suitable

instructions to avoid recurrence.
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20 “ot2z 0 Railways () There was no justification for not fixing
‘ . " " the'rate for BE.P. Locking even during the
‘currency of the contracty.e. for three years.
The Committee fee] that this was a serious
lapse on the part of Railway Admn. They
should have acted in a businesslike manner.
The Committee desire that it should be
impressed on the Administration that,
as_far- as possible, no work should be
entrusted to a private party without
settlement of the terms and execution
of -proper agreement in advance.

7). The. Committee also regret to note that
the. Station records which were relevant
int this case had been destroyed as a matter
of .routine after 3-1,2 years. The Chair-
man, Railway Board agreed thar this was
not proper and was not in accordance
with the existing instructions. The Com-
mittee regret that they have to emphasise
that instructions have no meaning if non-
observance thereof is acquiesced in as a
matter of course.

21 .23 . . () The Committee feel that there was no
valid ‘reason for the continuance of the
surplus staff on the earth moving plant
unit beyond August, 1961, By taking
prompt action the Railway Administration
could have avoided the infructuous ex-
penditure to the tune of Rs. 30,000 P.M.
during the period August, 1961 to Feb~
ruary. 1962.

(¢t) The Committee are unable to appreciate
the abnormal delay in the utilisation of the:
surplus  plant and machinery retained
by the Railway. They would like to be
informed when these items of machinery
are actually put to use,

22 24 " In the opinion of the Committee the com~
mencement of the earth work on the loop
was,. iliadvised and not based on proper
agsessment of the situation. The Com-
mirtee. are also not satisfied with the plea
that the earth work had come in handy
for unloading and stacking of goods¥at
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the station because the necessity for such'a’
work was not felt earlier by the Railway
Administration ; therefore it appears 1o be
an after-thought to justify the expenditure
which became infructuous.

25 Railways (¢) Inthe opinion of the Committee since
the price of coal was to be paid on the
basis of notes recorded by the Railway
officials at the forwarding stations, the
Railway Board and the Administration
“should have taken immediate steps to
ensure that proper checks were exercised
at the forwarding stations. They regret
to note that prompt action was not taken
in this regard, and meanwhile the collieries
continued to make short supplies.

(#7) The Committee would like to be informed
of the final outcome of consideration of
the question of claiming suitable da-
mages from the collieries for short supplies
of coal.

26 » The Cormittee feel that suitable trials

should have been conducted and due
allowance made for subsidence etc. to
ensure that the markings in wagons were

~ correctly made. The Committee hope
that such mistakes will be scrupulously
avoided.

27 . The Comumittee are, unable to accept the
plea of urgency and feel that this is a
case of lack of proper planning. With
a little better planning, the Railway
Administration could have minimised the
longer haulages and the resultant extra
expenditure. They note that further
instructions have been issued by the
Railway = Administration suggesting a
periodical review of the consignee ins-
tructions to ensure that freight incurred
on movements is reduced to the minimum.
The  Committee suggest that similar
instructions may be issued in the other
Railway Administrations also.
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26 28 Railways  The Committee feel concerned to note that
N the assessment of requirements of sec-
tional barttery cells by the Railway was
so wide off the mark., The Committee
hope that suitable measures will be
adopted to avoid the recurrence of such
cases. .~ They would like to be informed
of the final disposal of the excess stock
and the amount of loss suffered on this
account.

27 29 sy (i) . The Committee would await the result
of the review of the position of losses
and damages sustained by wagons at
colliery. sidings etc. promised to be
undertaken by the Railway Board,

(ii) The Committee may be informed of the
final “settlement reached in regard to
recoveries to be effected from Steel
Projects. Meanwhile, they suggest that
Railway = Administration should in con-
sultation with the Project authorities de-
vise -suitable measures to reduce the
incidence of losses due to damages and
missing parts of wagons whether in the
jurisdiction of the Railway or the Steel

lants, as the present position in this
respect is far from satisfactory.

28 30 s The Committee are not convinced that the
' Railway Board had taken all reasonable
precautions to ensure that, on availability,
the . chlorine tank wagons were duly
utilised. As the order was placed at the
instance of the users, it should have been
possible to obtain from them guarantees
of a minimum amount of traffic. Had
this been done, the users would doubt-
less ‘have made timely arrangements at
their.end for the discharging and storing
of liquid chiorine.

29 31 - The Committee feel that recovery of advances
: given to the staff should be ensured

strictly in accordance with the rules.

Laxity in this regerd, besides entailing

1037 (aii) L8—8



‘ substantial loss of interest o Govern-
: ment also engendered unnecessary risk
of some of the outstandings  becoming ~
irrecoverable. The  Committee  dis-
approve of such heavy arrears being
allowed to accumulate. The Committee
note that action on the part of the Railway -
Board ‘has resulted in considerable re- |
duction of the arrears. They hope that
such heavy arrears of recoveries will not
be allowed to recur.

Railways The whole episode spread over a period
of more than twenty years has left a
painful impression on the Commitiee.
It reflects credit neither on the firm nor
on the Railway Board and Railway Ad-
ministration. The firm made a series of
encroachments on the railway land and
violated agreements, but the Railway
Administration proved quite ineffective
in preventing the party from making
these  encroachments and violating
agreements - from time to  time.
There were reluctance and inordinate
delays in applying whatever remedies
legal or administrative were available 1o
them. Whether it was mere incompetence
or worse requires to be fully ‘enquired
into and responsibility  fixed.

5 The Committee were informed that under s
' the standing rules the rent for the land '
should have been recovered at 6% of the
market value of the land. The Committee
understand thar the normal practice is to

take the market value as the ‘“‘frechold
value’’, where as in this case the Railway

Board adopted the *‘lease hold value”

as the basis for determining the
arrears of rent. (Free hold value is un-
derstood 1o be about 1 tmes of the

lease hold value). As is well known, the
current market value of the land in this
locality would be very much higher than

Rs. 186 per sq. yd. The Committee,
therefore, desire that the position may be
reviewed in consultation with Audit to
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with the standing rules, and doe mnot
invoive ‘any financial loss to the Raii-
ways.

32 34 Railways - The Committee are not satisfied with the
manner in which the case of acquisition
of land was processed both in “the
Railway Administration and the Railway
Board. When the recommendation of the-
District Engineer was available in Octo-
ber, - 1955 and it was still under consi-
deration, the Committee do not under-
stand -why no attempt was made by the
Railway  Administration to stop the
withdrawal of proceedings by the State
Government in February, 1956. The
Committee, further understand that in
November, 1956 when the High Court
wanted to know before 3-12-1956; whether
the Railway Administration still wanted
to pursue the acquisition proceedings,
there was no response from the Railway

,, Administration. The  Committee . note

L ; ‘ with regret these lapses on the part of

7’ ~-.the Administration. They are also sur-
prised at the delay of 2 12 years on the
part of the Railway Board in replying to
the reference from the Railway Adminis~
tration,

33 35 2 The Committee regret to observe the de-
: lays at different stages in the circulation
of -the ‘correction slip and in enforcing
revised freight rates by the Railway Admi-
nistration, which placed them'in an un-
“enviable position making the recovery
of dues difficult. They were surprised
to learn that there was 1o proper system
of recording receipt and  despatch: of
communications on the Railway in the
past. They trust that with the adoption
of . suitable remedial measures such
contingencies  will not arise in furture.
The Committee suggest that the Railway
Board should issue suitable instructions

- to. the Railway Administration to make
periodical checks to ensure that correc-
tion slips incorporating changes in freight
etc, -are received by all the stations well
.in time.
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36 38
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Railways
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The Committee do not understand the

need for such prolonged negotiations with
the firm who had already stalled recovery
for more than a decade. They are of the
opinion that legal action should not be
delayed any further.

The Committee regret to observe the con-

tinued failure on the part of the Railway
Administration to take suitable action
against. the firm which resulted in accu-
mulation of dues for about six ‘years,
and their non-recovery during a further
period of seven years. The Committee
trust that the Railway - Administration
will ‘be - more prompt and vigilant in
collecting their dues in future.

In the opinion of the Committee the fact

that-as much as 43% of the amounts
claimed by the contractors were allowed
by the arbitrators in spite of the fact that
the arbitrators appointed were retired
Railway Officer or Senior officers serving
other ~ Railway Administrations indicates
that - either the claims of . the
contractors were not examined properly
atthe initial stages or that the Railways’
case was not put forward properly before
the ‘arbitrator, They would like the Rail-
way Board to review these cases decreed
against the Railways with a view to find
ouwt weaknesses to be remedied and to
fix responsibility, where necessary.

The propséed review should apply to the

Arbitration cases on the Northern Railway
also.

(i) The Committee feel concerned to note

that the unsatisfactory state of Accounts
was allowed to continue for such a long
period which facilitated the fraud. They
would like to be informed of the final
outcome of the case.

(if) That the fraud of this magnitude was

allowed to be committed over a long
period of 10 years shows a deplorable
lack of vigilance on the part of the Ad-
ministration.
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22

>3

22

The Committee note that in the cases re”
ferred to in para 42 of the Report the
replies furnished by the Ministry  of
Railways are of an interim nature and
would, therefore, await a further report
thereon.

The Committee would like tb be informed

of the final outcome of the steps being
taken to enforce the claims allowed by
the arbitrator against the U.S. firm
who “had supplied  defective wooden
sleepers to the Indian Railways.

In the opinion of the Committee the
Railway staff could mark different scales
of measurements in each wagon for loading
different types of material and insist on
the consignors to load  according to
scale, The Committee have come across
another case of loss resulting from in-
correct ‘markings in wagons which they
have commented in paras 25-26 of  this
Report. They trust the Railway Board
will ensure that such mistakes ‘do: not
recur.

The Committee would like to be informed

of the progress made in regard to the
- appointment of non-Railway ~ Engineers
in the Vigilance Cells of the Railways.

The Comumittee suggest that the procedure

for dealing with references made to
the Railway Board by the Railway
Administration  should be studied
by the O & M team or the Efficiency
Bureau in the Railway Board’s Office,
who should thereafter fix suitable
time-limits for disposal of such cases.
Separate time-limits may be fixed for
cases involving reference to (i} one Rail-
way Directorate only, (ii) more than one
Directorate, and (iii) inter-Ministerial
references.  Cases which are delayed
beyond these limits should automatically
come for review before the full Board,

GMGIPND—LSI—1037(ai1) LSaw10-6-93—13090.
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28.

‘ 30
3L
32, Thacker

33

34.

35,

36,

37

a8

39

. B.. B Jain & Company,

28

A H Wheeler & Company,
Private Limited, 15, Elgin Road,
Allahabad.

Law Book  Company,
Patel Marg, Allahabad.

Goel Traders, 100-C, New Mandi,
Muzaffarnagar.

Sardar

71,
Abupura, Muzsflarnagar.

WEST BENGAL

M. C. Sarkar & Sons (Private)
Limited, 14, Bankim Chatterjee
Sireet, Caleutta~12.

W. Newman & Company Limited
3, Olg Court House  Street,
Caleutta,

Spink &  Company
(1933) Private Lid, 3.  Espla-

nade East, Caleutfa-1

Firma K. L. Mukbopadhyay,

G/1A, Banchharam Akrur Lane
Caleutta-12.

DELHI

Jain Book Agency,
Place. New Delhi,

M/s Sat Narain & Sons, 3141,
Mohd, Al Bazar, Morl Gate,
Delhi

Connaught

Atma Ram & Sons, - Kashmere

Gate, Delhi-6.

4. M Jaina & Brothers,
Gate, Delbi-f,

The Central News Agency, 23/00
Connaught Circus, New Delhi

Mori

The English Book Shop, 7-1,
Connaught Circus, New Delhi.

40.

41.

42,

43.

44,

47.

48.

49.

50.

51

Hama  Krishoa & Bons,  16-B,
Connaught Place, New Delhi

Lakshini Book Stores, 42, M. M.
Janpath, New Delhi

Kitab  Mabal (WD)  Private
14d., 28, Faiz Bazar, Delhi

Bahri Brothers, 188, Laipat Rai
Market, Delhi-6,

Jayana Boolk Depot, Chapparwala
Kuan, Karol Bagh, New Delhi

% Oxford Book & Stationery Com-

pany, Scindia House, Connaught
Place, New Delhi-1.

. People’s Publishing House, Rani

Jhansi Roead, New Dethi-1

Mehra  Brothers, 50-G, Kalkaji,
MNew  Delhi-19

Dhanwantra Medical
Book House, 1522, Lajpat
Market, Delhi-6.

The United Book Agency, 48,
Amrit Kaur Market, Pahargani,
New Delhi.

Hind Book House, 82 Jan Path,
New Delhi. :

Bockwell, 4, ~ Sant = Narankari
Colony, Kingsway Camp, Delhiz
9.

& Law
Rai

MANIPUR

54.°Bhri N Chaobs Singh, = News-

33.

paper Agent, Ramalal Paul High
Bchool, Annexe, Imphal, Mani-
pur,

AGENTS IN FOREIGN COUNTRIES

U. K.
The  Secretary, Establishraent
Department, The High Commis-
sion of  India, India  House,
Aldwych, LONDON, W.C-2
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