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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee do present on their behalf this Thirty-second Report 
on action taken by Goveri?ment on the recommendations/observations 
of the Public Accounts Committee contained in their Two Hundred 
and Twenty-third Report (Seventh Lok Sabha) relating to Claims 
outstanding against a collaborator, 

2. The Committee in their earlier Report had observed that in 
July, 1972, the Rilinislrv ol Railways had decided that the colla- 
borato,rsl warranty obligation for the failures of the CLW-built 
traction motors should be gone into by the General Manager, CLW 
and settled with their (the Board's) concurrence. The Chittaranjan 
Locomotive Works (CLW), however, advised the Ministry of Railways 
(Railway Board in January 1978, i.e.. more than two years after the 

expiry of the agreement, that the expenditure incurred on repairs/ 
rectification of traction motors/armatures built locally according to 
the old design was re-imbursible by the Collaborators and proposed 
to put forward the claim to them through the statement of consul- 
tancy fees payable by the CLW under the collaboration agreement. 
The Committee observed that it was a belated and half hearted 
attempt, which had not yet been accepted and had desired the 
Ministry to come to an early decision as to whether any consultancy 
fees would at all be admissible to the collaborator having regard to 
the heavy expenditure incurred by the CLW on repairfrehabilitation 
of CLW-built armatures necessitated by the inadequacy in the 
design supplied by the collaborator. The Ministry of Transport 
(Department of Railways) have clarified that there was no dispute 
at any time as to the admissibility of consultancy fees. There was 
only a doubt as to whether the expenditure on account of repairs/ 
rectification of the indigenously built traction motor armatures should 
also have been realised from the collaborator. They have further 
assured that efforts would continue to be made to realise the claim 
preferred on this account, accepted by the party and reimbursement 
followed up. The Committee have desired that the Ministry should 
get the entire issue settled quickly without any financial loss to the  
Indian Railways. 

3. In their earlier Report, the Committee had recommended that 
iailures and delays in the case called for a detailed investigation with 
a view to fixing responsibility as well as to taking appropriate 



remedial measures for the future. The Department of Railways have 
now stated that no new facts are likely to emerge at this point of 
time even if any fresh investigations are undertaken. The Ministry 
have further stated that i t  is not possible to fix any responsibility on 
any individual at this stage as all actions were taken collectively. 
The Committee are unable to accept the view of the Department of 
Railways. The Committee consider that even in a case of collective 
action, responsibility must be assigned. A collective decision cannot 
exonerate all concerned. All concerned must then accept responsi- 
bility. It would be justifiable in some cases to place the responsibi- 
lity on the senior most officer. In a case like the present, of undue 
delay and consequent financial loss, the Ministries/Departments, in 
the interest of efficient administration, should at the least have in- 
vestigated the matter and drawn up a direction on the correct course 
of conduct in similar circumstances. 

4. The Committee considered and adopted this Report at their 
sitting held on 27 February, 1986. Minutes of the sitting form Part 
I1 of the Report. 

5 .For reference facility and convenience, the recommendations/ 
observations of the Committee have been printed in thick type in the 
body of the Report and have also been reproduced in a consolidated 
form in the Appendix to the Report. 

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

NEW D m ;  E. AYYAPU REDDY 
March 17, 1986 C hainman, 
~ h a l g u ~ 2 6 , i % 7 ( ~ % ~ )  Public Accounts Committee. 



CHAPTER I 

REPORT 

1.1 This Report of the Committee deals with the action taken by 
Government on the Committee's recommendations and observations 
,xmtained in their Two Hundred and Twenty-third Report (Seventh 
Lnk Sabha) on Paragraph 16 of the Advance Report of the Comp- 
troller and Auditor General of India for the year 1981-82, Union 
Government (Railways) relating to Claims outstanding against a 
Collaborator. 

1.2 The 223rd Report of the Committee was presented to Lok 
Sabha on 22 August, 1984. The Report contained 10 recommendations 
:and observations. These have been broadly categorised as follows:- 

(i) Recommendations/observations which have been accepted 
by Government: 
S1. Nos. 1, 2, 6, 7, 8 and 9. 

(ii) Recommendations/observations which the Committee do 
not desire to pursue in the light of replies received from 
Govenment: 

S1. Nos. 3, 4 and 5. . 

(iii) Recommendation/observation reply to which has not been 
accepted by the Committee and which requires reiteration: 

S1. No. 10. 

(jv) Recommendation/observation in respect of which Govern- 
ment have furnished interim reply: 

Nil. 

1.3 The Committee will now deal with the action taken by Gov- 
-ent an some of their recommendations/observations. 

in Preferring Cldms 

(Sl. Nos. 6 & 7, Paras 1.65 & 1.66) 

1.4 Expressing concern over the delay in preferring claims for 
re-imbursement of expenditure incurred by Chittaranjan Locomotive 
works (CL,W) towards repair/rectification of the indigenously built 



motors, the Public Accounts Committee in Para 1.65 and 1.66 of their - 
223rd Report (7th Lok Sabha) had observed as follows: - 

"1.65 It  was in July, 19'72 that the Ministry of Railways had 
decided that the collaborators' warranty obligation for the 
failures of the CLW-built traction motors should be gone - 
into by the General Manager, CLW and settled with their 
(the Board's) concurrence. The Chittaranjan Locomotive 
Works however advised the Ministry of Railways (Railway 
Board) in January, 1978, i.e., more than two years after 
the expify of the agreement, that the expenditure incurred ' 
on repairsJrectification of traction motors/armatures built 
locally according to the old design was re-imbursible by 
the collaborators and proposed to put forward the claim to 
them through the statement of consultancy fees payable 
by the CLW under the collaboration agreement. With the 
approval of the Ministry of Railways, CLW preferred, in 
February 1978, a claim on the collaborators for re-imburse- 
ment of repairpectification charges of Rs. 25.63 lakhs 
incurred till then indicating that the total expenditure on 
the account would be advised on completion of re-winding/ 
repair of all the 122 armatures built by CLW to the old 
design. The collaborators, in turn repudiated the claim, 
stating that the proposal made by their representative in 
the meeting held in September. 1972 was a package offer 
which had been accepted by the M~nistry of Railways in 
full settlement of the problem, relating to the failures of 
traction motors. The Committee have little doubt that 
with such belated and half hearted attempt on the part of 
the Railway authorities to enforce their claim the result 
could not h a w  b e c ~ i  otherwise. As the position stands 
today, claims for re-imbursement of expenditure of Rs. 82.16 
lakhs incurred by CLW towards repair/rectification of the 
locally built traction motors remain without any hope of 
realisation. 

1.66 The Committee are given to understand that the collabo- 
rators' dues from CLW on account of consultancy fees 
amount to Rs. 35.86 lakhs only. Having regard to the 
heavy expenditure incurred by the CLW on repairlrehabi- 
litation of CLW built armatures necessitated by the in- 
ftdequacy in the design supplied by the collaborators, 
whether any consultancy fees would at all be admissible 
to collaborators had not yet been decided by  the Ministry 
of Railways (Railway Board). The Committee would like + 



the Ministry to come to an early decision in the matter- 
under intimation to the Committee." 

1.5 In their action taken replies on the above recommendations, 
the Ministry of Transport (Department of Railways) (Railway 
Board) have stated as follows:- 

"There was no dispute or any doubt at any time as to the 
admissibility of the consultancy fees as the requisite infor- 
mation by way of design data drawings for manufacture of 
the equipments in India to the same standards as in original 
manufacturer's works had been fully supplied by the 
collaborator. There was only a doubt as to whether the 
expenditure on account of repairs/rectification of the indi- 
genously built traction motor armatures should also have 
been realised from the collaborator. Efforts will continue 
to be made to get the claim   referred on this account 
accepted by the party and reimbursement followed up." 

1.6 Concern was e?;pressed by the Committee in their earlier 
Itepclrt over the delay in prcferri:ig claim for reimbursement of ex- 
penditure incurred 1):; CLW towards repair/rectSxation of traction 
motors built by Il~ein. It was a belated and half hearted attempt, 
which has not yet been accepted. The Committee had desired the 
Mini!;trg to come to an t w l y  dccisio,q as to whether any consultaiwy 
lees would at all he :td~nissil~lct to the collaborator having regard to 
the heavy expeuditurc iiwurred by the CLW on repair rehabilitatian 
of CA,R-built armatures rirccssitated by the inadequacy in the design 
supyl ied by tllc u, l i ~ h ~ . ; i L o r .  The Ministry of Transport (Depart- 
ment of Railways) in their reply have stated that there was no dis- 
pute at any time as to t1:e admissibility of consuliancy fees. There 
was twly a doubt a s  to  whether the expenditure O,TI account of re- 
pairs! rectification of the indigenously built traction motor armatures 
should also h a w  been ren!ised from the collaborator. They have 
further assured that eft'orls would continue to be made to get the 
claim proferred on this account, accepted by the party and reimburse- 
ment followed up. 

The Committee desire illat the Ministry should get the entire 
issue settled quickly without any finencial loss to the Indian Railways. 



Failures in implementation of Collaboration Agreement 

(Sl. No. 10, Para 1.69) 

1.7 ~ o r n r n e i t i n ~  on the failures in the implementation of Collabo- 
ration Agreement, the Committee in Para 1.69 of their 223rd Report 
(Seventh Lok Sabha) had recommended as follows: - 

1.69 Cumulatively, the failures in this case such as (i) 
absence of extensive field trials before entering into colla- 
boration agreement; (ii) execution of defective agreement 
without covering clearly the warranty obligations of the 
collaborator; (iii) insufficient care in accepting supplies 
from the collaborators: (iv) negligent negotiations with the 

collaborators in not urging upon them their responsibility 
to make good the losses in the local manufacture; and (v) 
the delay in preferring and pursuing the claims add up to 
a situation that becomes intolerable. The Committee, 
therefore, desire that the case calls for a detailed investi- 
gation with a view to fixing responsibility as well as to 
taking appropriate remedial measures for the future. They 
would also like to know whether there were any manu- 
facturing defects m the C.L.W. built traction motors other 
than those ascribable to the inadequacies In the o r igml  
design. The Committee would await the results of the 
investigation and the action taken on the basis thereof." 

1.8 In their reply on action taken on the recommendation, the 
Ministi y of Transport (Department of Railways) (Railway Board) 
have stated as follows:- 

' The observations of the Committee have been noted for future 
guidance. The reasons for the failures mentioned in this 
para have already been explained to the Committee through 
written replies as well as in oral evidence. I t  is reiterated 
that the decision to go in for this design of traction motors 
without insisting on field trials from M/s. Alsthom, France 
on the basis of satisfactory performance of the earlier 
design of traction motor type MG 1580 (which was in fact 
more complex) obtained from the same firm was to ensure 
that the production of electric locomotives at C.L.W. was 
not interrupted due to delay in the availability of traction 
motors. Though the production of electric locomotives was 
affected to some extent due to the failures of these traction 
motors, this development of failures could not be reason- 



ably anticipated at the time of finalising the collaboration 
on account of satisfactory performance of the earlier 
version of the traction motors manufactured in collabora- 
tion with M/s. Alsthom, France. 

T h e  Department of Railways (Railway Board) will ensure that 
in future limited number of equipment will be subjected to 
field trials before entering into collaboration agreements 
and/or undertaking bulk manufacture. This Department 
will also endeavour to incorporate a warranty clause for 
locally manufactured products also in case of design 
delects, in the collaboration agreements duly taking note 
of additional financial implications, if any, in the event of 
incorporation of such a clause. 

Detailed investigation of the defects of the traction motors both 
manufactured by C.L.W. and those directly supplied by 
M/s. Alsthom indicated that the manufacturing process in 
C.L.W. were in accordance with the technical instructions 
supplied by the collaborator. However, it was considered 
that the coil design as given by the collaborator needed 
higher skills in manufacture. Consequently, the size of 
the conductor arrangement was modified by the collabo- 
rator in order to ensure satisfactory manufacture of coils. 
No other manufacturing defects or unusual features have 
been noted in the functioning of these C.L.W. built motors 
over the years. 

This Department considers that no new facts are likely to 
emerge at this point of time even if any fresh investigations 
are undertaken. The causes of failures have been pin- 
pointed and remedial measures have also been taken. It is 
also not possible to fix any responsibility on any individual 
as all actions were taken collectively and in the context 
of conditions prevailing at that time. This Department is 
confident that with the remedial measures alreadv taken, 
similar situation will not recur in future." 

1.9 In their earlier Report, the Committee had recommended that 
failures a:ld delays in thc case called for a detailed investigation with 
a view to xing respm~sibility as well as to taking appropriate re- 
medial measures' fur the future. The Department of Railways have 
now stated tbat no i~cv.~ facts are likely to emerge at this poht of 
time even if any fresh itwestigations are undertaken. The Ministry 



have furthar stated that it is not ppssible to fix any responsibility 
011 any individual at this stage as all actions were taken collectivel~. 
The Committee are naallc to accept the view of the Department of 
Railwtlys. Thc C o n d t t e r  consider that even in a case of collective 
action. responsibility must hc assigned. A collective decisiw cannot 
exonerate d l  concer~ied. All concerned must then accept responsi- 
bility. It mould he justifiable in some case4 to place the responsibility 
sn the senior must oficer. IN a case like the present. of undue delay 
and cousequent financial loss, the Ministries /Departments, in the 
interest of efficient administration, should at the least have invcsti- 
gated the matter and dr:~wn up a direction on the correct coltrse of 
cchwhct in similar c~ireninslanccs. 



CHAPTER I1 

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Recommendations 

1.60 In September, 1967, the Railway Board decided to manu- 
Iacture AC electric mixed type (ACMT) BG locomotives and for 
these locomotives it was decided to adopt the traction mobors to a 
.design offered by a foreign firm M ~ s .  Alsthom. The selected design 
of the Erm was not in use i r ~  any other country. Between February 
1968 and January 1972, orders were placed for import of 200 traction 
motors and 336 armatures from the firm. The Chittaranjan Locomo- 
tive Works also commenced production of traction motors and 
armatures of' ACMT locomotives to the design supplied by the firm. 
After ,Sptembcl. 1971, i.v. i ~ i t h i n  a short time of the 1ocomoti.i.es 
being brought into use, large scale failures of traction motors and 
xmatures ,  both manufactured by Chitt aranjan Locomotive Works 
and t i~osc  supplied by the firm started occurring. rendering inopera- 
tive a i a r y ~  i?umber of ACMT locomotives on South Eastern Railway. 
riftcr a join1 i11\~cstignt1<in of the defects by firm's representatives 
and Railway Unard engineers. a settlement was reached in 
September 1972, under ~vhich  the firm agreed that a new design of 
the  armatures uou!d be developed by them. and all the armatures 
supplied by them would be rehabilitated according to the new desiLgn 
at  their cost: also the firm ~vould render assistance to Chittaranjan 
Locomotive U'orks establishing manufacture of armature= to the 
new d e s i ~ p .  The firm had supplied 297 traction motors and Chitta- 
ranjar) Locor;oti\w M'o:.ks hz(1 manufactured 122 traction motors to 
the  old design which were to be rehabilitated and changed to the new 
design. While the collaborators agreed to pay the incidence of trans- 
port. insurance charges and repair of armatures built by them in 
their works in F'rallcc undcr warranty obligation. claim for re-imbur- 

.:;ement of expenditure incurred by CLW towards repair/,rectification 
-of the locally built traction motors had been disowned by them. 

1.61 Surprisingly the traction motors in  question which were not 
in usc in any country, werc not subjected to field trials in India to 
determine theis suitability in Indian conditions before purchase/bulk 
production. What were carried out were cnlv 'bench' or laboraton' 
test, i.e. 'prototype and routine tests' in the manufactures' works 



before acceptance and despatch of traction motors. The main argu-. 
ment given by the Ministry for not conducting field trials of the 

. traction motor was that the production of ACMT locomotives at 
Chittaranjan Locomotive Works would have to be postponed by about 
one year. The Committee do not see any force in the argument for, 
as eve11 otherwise the production of mixed type locomotives could 
commence at CLW from February 1971, instead of from 1969, as 
originally planned. Further, as the traction motors started develop- 

,ing defects soon after they were put in use, there was large scale 
immobilisation of locomo~ives necessitating use of alternative costlier 
traction. The Committee observe that even after change in design 
the traction motors have not given a satisfactory performance. As 
against 1520 such motors in use on the South Eastern Railway in 
1980-81, there were 246 failures; and as against 1776 such motors in 
use on that Railway in 1981-82 there were 339 failures. In a note 
furnished to the Committee, the Ministry have now belatedly con- 
ceded thst "the problem ?f the magnitude that was finally manifest 
would not have arisen in the normal course if a limited number of 
motors had been initially manufactured by M/s. Alsthom 2nd tried 
out under service conditions before undertaking bulk manuiacture." 
Tn evidence, the Chairman, Railway Board also conced,ed, "Certainly 
it would pin point one thing. Previo~sly (in the case of indigenous 
manufacture of AC Freighi type locomotives) we had done the field 
trials and then we entered into a collaboration agreement. The same 
practice should have been followed in the second case (the present 
case)." l ' he  Committee consider it a serious lapse entailing heavy 
losses whic.h cannot be condoned. 

IS. Nos. 1 8: 2, Para 1.60 8: 1.61 of 223rd Report of P.A.C.- 
(1984-85)-VII Lok Sabha]. 

Action taken 

Taking cognizance of the failure of TAO 659 traction motors 
agzinst this contract, the Ministrlr has incorporated in all contracts 
entered into from 1980 a provisioi for 'field trials' of limited number 
of prototj pe equipments before allowing series manufacture and 
supply. Further, it has also been decided in May 1983 (copy enclosed), 
based on certain other observations of P.A.C. in regard to tration 
inverter equipment, that only such equipments which have been 
fully tried and tested elsewhere should be procured for use in our 
country. 

This has been seen by Audit. 

[Ministry of Railways (Railway Board's) O.M. No. 84BC- 
PAC/VII/223 dated 17-5-1985,J 



GOVERNMENT OF INDIA 
MINISTRY OF RAILWAYS 

(Railway Board) 

No. 79 Elec. 1114415 New Delhi, dated May 5, 1983. 

The General Managers, 
All Indian Railways 
C.L.W., D.L.W., 1.C.E'. & W&AP. 

SUBJECT.-Import of new technology. 

Arising out of the import of certain equipments whose comrnis- 
oioning and full utilisation was severely impaired by teething 
troubles, the Public Accounts Committee have underlined the need 
for more caution while importing new technology as also the need 
to ensure that only such equipment which has been fully tried and 
tested elsewhere is brought into the country. 

The Board desire that these observations of the Public Accounts 
Committee should be invariably kept in mind while dealing with 
purchase of materials involving import. These instructions should 
be brought to the notice of all officers connected with purchase of 
materials to ensure their strict observance. 

Please acknowledge receipt. 

S d l -  8-5-83 
(B. C. BALASUBRAMANIAN) 

for Joint Director. Finance (Stores). 
Rai3way Roard 

Copy to: - 
1. Metropolitan Transport Project. Calcutta, Madras, New Delhi. 
2. D.G.IRDS0, Lucknow. 
3. DRSJDME,DhIE (M7) T-)CE D (Track) D(S&T) DRE:DW. 

Railway Board. 



Recommendation 

1.65 It was in July, 1972 that the Ministry of Railways had 
decided that the collaborators' warranty obligation for the failures 

.of the CLW-built traction motors should be gone into by the ,Gene- 
ral Manager, CLW and settled with their (the Board's) coficurrence. 
The Chittaranjan Locomotive Works however advised the Ministry 
of Railways (Railway Board) in January 1978, ,%.e., more than two 
years after the expiry of the agreement, that the expenditure 
incurred on repairs (rectification of traction motors armaments built 
locally according to the old design was re-imbursible by the col- 
laborators and proposed to put forward the claim to them through 
the statement of consultancy fees payable by the CLW under the 
collaboratior~ agreement. With the zpproval of the Ministry 
of Railways, CLW preferred, in February, 1978, a claim 
on the collaborators for re-imbursement of repair/rectification 
charges of Rs. 25.63 lakhs incurred till then indicating that the total 
expenditure on the account would he advised on completion of re- 
winding!repair of all the 122 armatures built by CLW to the old 
design. The collaborators, in turn repudiated the claim, stating 
that the proposal made by their representative in the meeting held 
in September. 1972 was a package offer which had been accepted 
by the Ministry of Railways in full settlement of the problem, 
relating to the failures of traction motors. The Committee have 
little doubt that with such belated and half hearted attempt on the 
part of the Railway authorities to enforce their claim the result 
could not have been otherwise. As the position stands today, 
claims for re-imhursement of espenditure of Rs. 82.16 lakhs incurred 
by CLW towards repair/rectification of the locally built traction 
motors remain without any hope of realisation. 

1.66 The Committee are given to understand that the collabo- 
rators' dues from CLW on account of consultancy fees amount to 
Rs. 37.86 lakhs only. Having regard to the heavy expenditure 
incurred by the CLW on repair(rehabi1itation of CLW built arma- 
tures necessitated by the inadequacy in the design supplied by the 
collaborators. whether any consultancy fees would at all be admissi- 
ble to collaborators had not yet been decided by the Ministry of 
Railways (Railwas. Board). The Committee would like the Minis- 
try to come to an early decision jn the matter under intimation to 
the Committee. 

[S. Nos. 6&7, Parss 1.65 & 1.66 of 223rd Report of P.A.C. (1984-85) 
7th Lok Sabha] 



Action taken 

There was no dispute or any doubt a t  any time as to the admissi- 
bility of the  consultancy fees as the requisite information by way 
.of design data and drawings for manufacture of the equipments In 
India to the same standards as in original manufacturer's Works 
had been fully supplied by the collaborator. There was only a 
doubt as to whether the expenditure on account of repairs/recti- 
fication of the indigenously built traction motor armatures should 
also have been realised from the collaborator. Efforts will continue 
t o  be made to get the claim preferred on this account accepted by 
the  party and reimbursement followed up. 

This has been seen by Audit. 
[Ministry of Transport. Department of Railways (Railway 

Roard's) O.M. No 84-BC-PACiVTEi223 dated 10-12-19851 

1.67 Clause I11 ( f )  of the Collaboration Agreement which relates 
to manufacture of traction motors and armatures at CLW states 
that technical information furnished under the agreement would be 
complete and in strict accordance with that used in Alsthom's own 
workshop. It also gives an undertaking that the information and 
assistance given would be such as to enable Government to estab- 
lish indigenous production of equipment similar in standard and 
performance to that manufactured by Alsthom, but there is no 
mention in this clause of warranty against defectldeficiencies 
found in the designs supplied by the collaborator. As admitted bv 
the Chairman, Railway Board, 'to that extent the initial agreement 
was defective'. The Ministry have however explained that normally 
such a provision is not included in technical collaboration agree- 
ments for locallv-built products. The Committee are not convinced 
by this explanation. The Committee strongly feel that once design 
defect is established. the co!laborators ought to be bound to recoup 
losses in the manufacture of defective products even locally. They 
hope that suitai)le safeguards ~vould be built into such collabora- 
tion agreements in  future. 

[S. No. 8. Para 1.67 of 223rd Report of P.A.C. (1984-&5) 
7th Lok Sabha] 

Action taken 
The recommendation of the Committee is noted. In future 

Technical Collaboration Agreements, the Ministry of Railways 
would endeavour to incorporate such clause relating to warranty 
obligation even in resvect of locally built pmducts in case of design 
3685 LS-2 



12 
defectsldeficiencies which come to light or can be established 
during the currency of such Agreements. 

This has been seen by Audit. 
[Ministry of Railways (Railway Board's) O.M. No, 84BC-PAC1 

VII1223 dated 17-5-1985] 

Recommendation 
1.68 The Committee are unhappy over the manner in which the 

Ministry of Railways had proceeded in the matter of their claim 
for overcharged prices. 11 was discovered by CLW that the collabo- 
rators were charging ~nuch higher prices for materials supplied 
during the period 1963 to 1971. The CLW's claim on this account 
came to Rs. 1.62 crores plus interest charges at 18 per cent upto the 
date of payment. The overcharge first came to the notice of the 
CLW in 1971. The CLW preferred their claim for the overcharge on 
29-6-1974. Ever since, the matter had been under arbitration/legal 
action. Thcre are many depressing aspects of the case. The over- 
charge went on practically from the very beginning, but eight yeal-s 
elapsed before the CLW could notice it and it took three years more 
to prefer the claim. Thereafter, the matter had been allowed to drag 
on for nearly seven years. In February 1981, Umpire Justice Sikrl 
concluded that there was a breach of clause VIII ( f )  of the Agree- 
ment of November 1962, as ~menaed  by the Supplementary Agree- 
ment of February 1968. In July 1981, he suggested mutual settle- 
ment, but the CLW imk more than a year to report back, requesting 
the Umpire ;o resume arbitration following failure of settlement. 
By this time, the period allowed for arbitration had expired. While 
an application has since been filed by the CLW in the High Court 
for estensior. of lime for arbitration, a petition has also been filed 
by the collaborators in the High Court to declare the arbitration pro- 
ceedings void ab initio and to revoke the authority of the Umpire. 
Both the petitions are pending in the High Court; and as against the 
CLWs claim of Rs. 1.62 crores plus interest charges for the materials 
overcharged 13 to 21 years back, the amount recovered to date is 
nil. While the Committee would like to watch the outcome of the 
two petitions pending in the High Court, they cannot help deplon? 
the lackadaisical manner in which the CLW authorities had all along 
acted in this case. Clearly, there has been a failure on the part of 
the CLW to safeguard ?he financial interests of Railways. 

[S No. 9, Para 1.68 of 223rd Report of P.A.C. (1984-85)-7& 
Lok Sabhal- 



Action taken 
The observations of the Committee have been noted. 

The latest position is thal the CLW's application before the High 
Court for extending the time for arbitration and the erstwhile col- 
laborator's petition behre the same High Court to declare the arbi- 
tration proceedings void ab linitw and to revoke the authority of the 
Umpire are stiY pending This case had been posted for hearing on 
30th April 1965, but was not taken up; the revised date of hearing 
is yet to be fixed. 

In the meantime in June '84, the collaborator had sent a letter 
to the Railway Board expressing readiness once again to settle the 
matter out of c o u ~ t  and aulhorising their lawyers in India to sign a 
negotiated settlement. Despite CLW's efforts to pursue this line of 
action 31~0,-bithout prejudice to the Court case, the collaborator's 
lawyer has not made himself for cliscussions\negotiations so 
far. 

CIJW will, therefore. viqnrously pursiw the arbitration matter to 
its logical conrlusion. 

Audit Observations 

'.The I a ~ t s  are under verification by Director of Audit, Railway 
Production Units and Metro Railwav and remarks. if any. will 
follow." 

[Ministry of Railwav (Rlys. Board's) O.M. No. 84-BC-PAC/ 
VIIl223 dated 22-5-1985.] 



CHAPTER 111 

RECOIMMENDATIONS,'OBSERVATIONS WHICH THE COMMIT- 
TEE DO NOT DESIRE TO PURSUE I'N VIEW OF THE REPLIES 

RECEIVED FROM GOVERNMENT 

Recornmendation 

1.62 Tne Committee find that the traction mo:ors In France were 
inspected an6 certified as satisfactory by an engineer of Indian Rail- 
ways stationed at that time in Paris, designated as Deputy Railway 
Advisor, Paris. In the opinion of the Committee, the Research, 
Designs and Standards Organ~satlon (who had already designed 
tract~on notors on tlielr own) and Bharat Heavy Elcctricals (a public 
sector undertaklnj:) who were already mnnufactrlr~ng traction motors 
for DC clectric locomoti\ es. should have been closely associated in 
evaluatirg !he performance of the traction motors armatures Asketl 
why ihe reprcsentativrs of tile Bharat Heavy Electr~cals were not 
associated with evaluat~on tests of the traction motors in quesion. 
the reply of + l ~ e  Ministry oi  Railways n-as that t h ~ s  was not done "as 
the oflicers cf Research, Designs and Standards Organisation and 
the Indian Railways were fully competent to discharge such duties." 
If so. the Committee enquired why the Research. Designs and Stan- 
dards Organisation were no: associated with the evaluation tests of 
the traction n~ctors. Their reply was "There was no system of asso- 
ciating RDSO at  that time in  such tests " The Committee are sur- 
prised a t  this espjanntjon. If as conceded by the Ministry of Rail- 
u-3ys, tile offleers cf tile nDSO were full" competent to carry out 
evalualion tests, the Committee fail to understand why thev were 
not assoristed wit6 such tel;ts Nor are the Committee satisfied with 
the rxplanation of the Ministrv for not associatinq the Bharat HeavY 
Electrical.; n-ith such tects As alreadv observed hv the Committee 
in  their 224th Report (Fifth Lok Sabha), had them. been a meaning- 
fu l  d ia lope hetween these agencies in the public sector ant\ critical 
cvaluatim of tbe traction motors and armatures which were avail- 
able in the world market, it should have been possible to lav down 
more suitable specifications and undertake the import /manufacture 
crf the more suitahle armature motnra for the ACMT locomotive 
provnmlne from the \?cr+v inwntion. The Committtv trust that the 



Ministry uf Railways will bcnr this in mind while entering into wch 
transactions in future. 

[S. Il'o. 3, Para 1.62 of 223rd Report of PAC (1984-85)-7th 
Lok Sabha]. 

Action taken 

The Ministry o f  Railways wish to clarify that evaluation of a 
design ;.1n3, inspec1ion:'testing of product at a manufacturer's Works 
are different in  n a t u ~ e .  

2. In  1968-6!!. when the  technical collaboration was entered into 
with M,ls 50-Cycles C;~,oup, neither BHEL nor RDSO had any prior 
cxperlencr in drawing up detailed specifications or designing Ievalua- 
ljon motors built lo sitc!l hpccifications. The technical competence 
of BHEL at t lu t  tiwe in lespect of design capabilities was no better 
because their collaboration with AEI of UK for manufacture of trac- 
tion motors for time1 ltiwmotives had come into operation from 
about Ihc s;1171e lime 25 CLW's collaboration with M,:s 50-Cycles 
Group for mmufnc?ure o i  traction motors for electric locomotives. 

3. Inspccticm of prololypc and other tests of the traction motors 
in France carried out by the Deputy Railway Adviser were to ensure 
that ilw results m c n s u r ~ m ~ t ~ r , t ~  of such tests conformed to the spcci- 
fications releting to oper:,tlng parameters The cifficer who carried 
out such tests was a very experienced and senior Electrical Engineer. 
Association of any other technical representative either from RDSO 
or from SHEL woultl not have made any difference. These proto- 
type lests are onl?~ one nf the stages in the total evaluation and. 
therefore. ha5 r~eccs;arily tc be followed by stringent and extensive 
scrvice trials i n  *he field. 

4. RDSO have in the course of time, in preparation of the speci- 
fications. evaluation crf the tenders, scrutiny of the test results a t  
the manufacturers' work and assessment in service of different types 
of traction rr.otolss for lotun~otives, EMUS and metro stock have 
acquired enough r x p r t i s c  and it is not considered desirable to  in- 
\.ohe BREX in scrutinisinfi the offers at their competitors. 

This has been !:em by A~ldit. 

[Ministry of Railway (Rlys. Board's) O.M. No. 84-BC-PAC/ 
dated 37-5-1985.] 



Recommendations 

1.63. As regards the question whether the failure of traction 
motors could be ascribed primarily to defective design, the Ministry 
of Railways have stated that although the defective design angle is 
not to be ruled out since some of the traction motors had not been 
able mmpletely to withstand the special repeated overspeed tests 
and some changes in deslgn had to be effected later, the firm did not 
agree that the original design was defective. The very fact that the 
collaborators had to evolve a new design to ensure the reliability of 
its operation in service 8nd to improve the safety margin indicates 
that there were inadequacies in the original design of traction motors 
supplied by them. Further. similar defects had been noticed in the 
traction motors built both by them and the CLW. Such similarity 
could not be explained as due to bad workmanship at both the works 
but could only be due to inadequacies in the original design. Further, 
the Technical Committee appointed by the Railway Board in pursu- 
ance of an eariier recommendation of the PAC, had also opined that 
there were ir?adequacies in the armature coils. The Committee are 
surprised that in the face of such clear evidence, the Railway Board 
were not able to tell the collaborators assertively that the failure of 
the traction m ~ t o r  was primarily due to an inadequacy in their 
design. 

1.64 ?'he Committee note that while the collaborators had agreed 
to rehabilitate all the xmatures built by them in their works in 
France at their cwn cost in the case of armatures built at CLW they 
had agreed only to render technical assistance to help the CLW. It  
stands to reason that as the rehabilitation of the CLW-built armatures 
was necessitated by inadequacies in the original design supplied by 
the colla6oratms, the cost of rehabilitation of such armatures should 
have also been borne by them. But, from the minutes of the meet- 
ing held on 10-9-1972 between the Indian Railwavs and M 's. Alsthom, 
fiance the Committee find illat while the question of failure of CLW 
built traction motors did crop up at the meeting, there is no indica- 
tion that the specific questior, of the collaborators' obligation to com- 
pensate the CLW for the failure of CLW built traction motors was 
raised. The Minfstrv, who were requested to clearly indicate 
whether the question was spedfically raised at  the meeting, have 
stated that "it is not known at this point of time what was discussed 
i n  that said meeting in addition b what is recorded in the minutes 
of the meetinq" and that "it Is quite possible that the Board were 
aware! of the weakness of thc Railways' posftlon in this regard on 



account of the absence of any provision in the collaboration agree- 
ment in regard to warranty obligations of the firm for CLW-built 
armatures in the event of their failure." The Committee are surpris- 
ed at this explanation for, the Ministry of Railways had earlier ask- 
ed the CLW that the collaborators' warranty obligation for - the 
failures of CLW-built traction motors should be gone into and settled 
with tticir concurrence. The Committee are led to the conclusion 
that at the meeting the representatives of Railways failed to safe- 
guard the financial interesl of the Railways. 

[S. Nos. 4 and 5,' Paras 1.63 & 1.64 of 223rd Report of P.A.C.- 
(1984-85)-7th Lok Sabha] . 

Action taken 

The Railway Ministry would like to reiterate that though the 
design inadequacy was a matter commented upon by the Technical 
Experts Committee, the same could not be proved conclusively by 
any de ign  cakulations-although it is absolutely essential to pin- 
point the design inadequacy as the primary cause precisely in con- 
tractual cases so that the same can bear scrutiny of courts/arbitra- 
tions, shoul:! disputes arise. As clarified in reply against para 1.62, 
Indian Railweys, at that point of time, did not have adequate design 
expertise in the field of traclion motors and that is why Indian Rail- 
ways wmt  in for technical collaboration. 

In the light of the inability to pin-point the causes of failures of 
traction motors as arising out of design defects primarily, the agree- 
ment reached by the Board for repairs of the defective armatures 
with the supplier was the best negotiated settlement that was pos- 
sible under the circun~stances. The representatives of the Railways 
had safeguarded the financial interests of the Railways in the best 
possible manner. In fact, Board was able to persuade the firm to 
repair even those armatures which had failed beyond the guarantee 
period as well as those which had not yet failed in service. 

This has been seen by Audit. 

.[Ministry of Railways (Rlys. Board's) O.M. No. 84-BC-PAC 
VXIl223 dated 17 5-1985.1 



CHAPTER 1V 

HECOMMENDATION/OBSERVATION THE REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE 

AND WHICII REQUIRE REITERATION 

1.69 Cumulatively, the failures in this case such as ( i )  absence 
of extensive field trials before entering into collaboration agreement; 
(ii) execution of defective agreement without covering cle41rly t1>c 
warranty obligations of the collaborator; (iii) insuffic~ent care In 

accepting supplies from Ihe collaborators: (iv) negligent negotiallonc 
with the collaborators in no? urging upon them their responsibility 
to make good the losses the local manufacture; and ( \ )  the delav 
in preferring and pulwing the claims add up  to a situation that be- 
comes intolerable. Tile Committee therefore .desire that  the case 
calls for a detailed investigation with a view to fixing rcsponsibilitv 
as well as to taking appropriate remedial mcdsures for the future. 
They wo:lld also like to know whether there were any manufacturing 
defects in the CLFtJ.-built traction motors other than those ascribable 
to the inadeeuacies in i h ~  criginal design. The Committee would 
await the results of the investigation and the action taken on the 
basis thereof. 

[ S .  No. 10, Para KO. 1.69 of 223rd Report of P.A.C.--(1984-85)- 
(7th Lok Sabha)l. 

Action taken 

The observations of the Committee have been noted for future. 
guidance. The reasons for the failures mentioned in this para have 
already h e n  explained to the Committee through written replies 
as well as in oral evidence. It is reiterated that t he  decision to go 
in for this design of traction motors without insisting on field trials 
from M,'s. Alst!,om, France on the basis of satisfactory performance 
of the earlier design of traction motor type MG 1584) (which was in 
fact mare complex) obtained from the same firm was to ensure that 
the pvduction of electric locomotives at CLW was not interrupted 
due lo  delav in the availability of traction motors. Though the pro- 
duction of electric locomotives was affecfed to some extent due to 



the failures of these traction motors, this development of failures. 
could not be reasonubly anticipated at the time of finalising the col- 
laboration on account of satisfactory performance of the earlier ver- 
sion of the traction motors manufactured in collaboration with Mjs. 
Alsttmm, France. 

The Department of Railways (Railway Board) will ensure that 
in future limited number of equipment will be subjected to field. 
trials before entering Into collaboration agreements and/or under- 
taking bulk manufacture. This Department will also endeavour to 
incorporate a warranty ciause for locally manufactured products 
also in case of design defects, in the collaboration agreements duly 
talcing m t e  nf additional fillancia1 implications, if any, in the event 
ol: incorpovaticr r?f such a clause. 

Delailed i:i\wtigation 01 the defects of the traction motors both 
manilfac1:ired t! CLNr :d tilose directly supplied by M,  5 .  Alsthom 
indicated th?t the nlanufwturing process in CLW were in accord- 
ance wlt5 tke iechnical instructions supplied by the collabtorator. 
IIowevcr, it \ i a s  considcied that the coil design a s  given by the col- 
laborator ncc-dcc? i~lghcr ::ki.lls in manufacture. Consequently, t he  
size of tile conductor :.rr;u~!,c~ment was modified by the collaborator 
in order t,o er:surc! ralisfaciory manufacture of coils. No other manu- 
facturing defects or unusual features have been noted in the func- 
tinning 01 thtsc CI,\V.-bl~rll motors o\.er the years. 

Tlii:; D~plrt ineti t  coi:siders that no new facts are likely to emerge 
at this point o f  time even i f  rny fresh investigations are undertaken. 
The causes of failures ha\,c been pin-pointed and remedial measures 
have also been taken. It  is also not possible to fix any responsibility 
on any indit~idunl as all  ;cc5t~ons were taken collectively and in the 
context q f  conditions pre~:ailing at that time. This Department is 
confident that with the reniedial measures already taken. similar 
situation will not recttr in  future. 

This has been seen by Audit. 

[X'Iinjstry o f  7 r;msl:ort. Deptt. of Railways (Railway  board)'^ 
0 1 4  NG. 84-BC-PAC 'VII/223 dated, 10-12-19851- 



CHAPTER V 

RECOMMENDATION,'OBSERVAT~'ON IN RESPECT OF WHICH 
GOVERNMENT I-IAVF FURNISHED INTERIM REPLY 

NEW DELHI; 
March 17, 1986 

.Phaigna-26,190"1 -~sYka)  

E. AYYAPU REDDY, 
Chcrirmcm, 

Public AccouW Committee. 



PART ]GI 

MINUTES OF THE 47TH SITTING OF THE CQMMlT'IEE ON 
PUBLIC ACCOUNTS HELD ON 27 FEBRUARY, 1986 (AN) 

The Committee-sat from 1530 hours to 1645 hours. 

PRESENT 

Shri E. Ayyapu Reddy-Chairman 

Lok Sabhu 

2. Shri J. Chokka Rao 
3. Shri Arnal Datta 
4. Shri Ranjit Singh Gaekwad 
5. Shri Vilas Muttemwar 
6. Shri G. Devaraya Naik 
7. Shri Rajmangal Pande 
8. Shri H. M. Patel 
9. Shrimati Jayanti Patnaik 

10. Shri Simon Tigga 
11. Shri Girdhari La1 Vyas 

Rajya &bha 

13. Shri K. L. N. Prasad 

1. Shri K. H. Chhaya-Chief Financial Committee Oficer 
2. Shri Krishnapal Singh-Senior Financial Committee OfFcer 
3. Shri Brahmanand-Senior Pi-1 Committee W e r  
4. Shri 0 .  P. Babal-4enio~ Finantial Commimee m e r  

REPRESENTATXVES OF THE OFFICE OF C&AG 

1. Shri T. M. George-Addl. Dy. CBaAG of India 
2. Shri D. K. Chakrabarty-Director of Audit (Central Revenue) 



3. Shri M. Parthasarathy-Director of Audit (Defence Services) 
4. Shri. V. Pundaresan-Director of Receipt Audit-I 
5. Shri Gopal Singh-Joint Director of Audit 
6. Shri B. S. Gill-Joint Director of Audit (Defence Services) 
7. Shri P. N. Misra-Joint Director (Railways) 

2. The Committee considered the following dralt Action Taken 
Reports and adopted them with certain modifications as shown in 
Annexure V respectively. 

(5) Draft Report on Action Taken on recommendations con- 
tained in 223rct Report (7th Lok Sabha) regarding 'Claims 
outstanding against a Collaborator'. 

The Committee authorised the Chairman to finalise the Draft 
Reports in the light of the above modifications and other verbal and 
consequential changes arising out of factual verification bv 4udi t  
and present them to the Parliament. 

T h e  C o m ~ ~ t i t t e e  tlzen adjourned. 



ANNEXURE V 

(See para 2 of the Minutes) 

Modification/arnendment made by Public Accounts Comnt:ttee at 
their sitting held on 27 February, 1986 in Draft Report on Action 
Taken on 223rd Report (7th Lok S a b h )  re. claims outstanding 
a p i n s t  a collaborato~.. 

(i) In paragraph 1 .6 ,  line 8, for "on the matter" read "as to". 

(ii) For the existing paragraph 1.9, substitute- 

"1 .9  In their earlier Re;;ost, the Comm~ttee had recommended 
that failures and d e l a p  in the case called for a detailed 
investigation with a view to fixing responsibility as well as 
to taking appropriate remedial measures for the future. 
The Department of Railways have now stated that no new 
facts are likely to emerge at  this point of time even if any 
fresh investigations are undertaken. The Ministry have 
further stated that it is not possible to fix any responsibility 
on any individual at this stage as all actions werc taken 
collectively The Committee are unable to accept the view 
of the Department of Railways. The Committee consider 
that even in a case of collecti\ye action, responsibility must 
be assigned. A collective decjsion cannot exonerate all 
concerned. All concerned must then accept responsibility. 
It n,or~ld be juqt~fiahle in some c-ises to place the respon- 
sibil~ty on the senior most officer. In a case like the 
present when undue delay and consequent financial loss, 
the Ministries/Departments. in the interest of efficient 
administration, should a t  the least have investigated the 
matter and drawn up a direction on the correct course of 
conduct in similar circumstances." 



APPENDIX 

SI. Para AIinis~ylDeptt 
Xo. No conccrmd 

I r . 6  'I'rat~spaxt/(L)eptt. of 

Railways) 
(Railway Board j 

Recommendation 

Concern was expressed by the Committee in their earlier Report 
over the delay in preferring claim for reimbursement of expendi- 
ture incurred by SLW towards repairlrectification of traction motors 
built by them. It  was a belated and half hearted attempt, which 
has not yet been accepted. The Committee had desired the Ministry S? 
to come to an early decision as to whether any consultancy fees 
would at all be admissible to the collaborator having regard to the 
heavy expenditure incurred by the CLW on repair/rehabilitation of 
CLW-built armatures necessitated by the inadequacy in the design 
supplied by the collaborator. The Ministry of Transport (Depart- 
ment of Railways) in their reply have stated that there was no 
dispute at any time as to the admissibility of consultancy fees. %e 
was only a doubt as to whether the expenditure on account of repairs/ 
rectification of the indigenously built traction motors armatures 
should also have been realised from the collaborator. They have 
further assured that efforts would continue to be made to get the 
claim preferred on this account. accepted by the party and reirn- 
bursement followed up. 



The Committee desire that the Ministry should get the entire 
issue settled quickly without any financial loss to the hd5aa 
Railways. 

In their earlier Report. the Committee had recommended that 
failures and delays in the case called for a detailed investigation with 
a view to fixing responsibility as well as to taking appropriate 
remedial measures for the future. The Department of Railways have 
now stated that no new facts are likely to emerge at this point of time 
even if any fresh investigations are undertaken. The Ministry have 
further stated that it is not possible to fix any reqxmsibility on any 
ind~vidual at  this stage as all actions were taken collectively. The 
Committee are unable to accept the view of the Department of 
Railways The Committee consider that even in a case of collective 
action, resp~ns ib i l i t~  must be assigned. A collective decision cannot 
exonerate all concerned. All concerned must then accept responsi- 
bility. It would be justifiable in some cases to place the responsibility 
on the senior most officer. In a case like the present, when undue 
delay and consequent financial loss, the Ministries/Departments, in 
the interest of efficient administration. should at the least have in- 
imtigated the matter and drawn up a direction on the correct course 
of conduc7t in similar circumstances. 




