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INTRODUCTION 

'I, the Chairman of the Public Accounts Committee as .authqrfaed 
By the Committee do present on their behalf this Hundred and 
Twenty-Sixth Report of the Committee (Fifth Lok Sabha) on para- 
graphs relating to Railway Operations and Expenditure included in 
tbe Report of the Comptroller and Auditor General of India for the 
year 1971-72-Union Government (Railways). 

2. The Report of the Comptroller and Auditor General of India 
for the year 1971-72-Union Government (Railways) was held on 
the Table on the 6th March, 1973. The Committee examined the 
paragraphs relating to Railway Operations and Expenditure includ- 
ed in the Report of the Comptroller and Auditor General of India 
for the year 1971-72 on the 16th and 17th October, 1973, and 28th and 
29th January, 1974. Written information in regard to these para- 
graphs was also obtained from the Ministry of Railways (Railway 
-). 

3. The Committee considered and finalised this Report at their 
sitting held on the 19th April, 1974. Minutes* of the sittings of the 
Committee form Part If of the Report. 

4. A statement showing the summary of the main conclusions/ 
recommendations of the Committee is appended to the Report ( A p  
pendix VII). For facility of reference these have been pr in td  in 
thick type in the body of the Report. 

5. The Committee place on record their appreciation of the assis- 
tance rendered to them in the examination of the various paragraphs 
by the Comptroller and Auditm General of India. 

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

NEW DELHI; 

April 19, 1974 
C I A  - - -  
Chaitra 29, 1896 (S)  

JYOTIRMOY BOSU, 
Chairman, 

Public Accounts Committee. 



Wagon turn-round 

Audit Paragraph 

1.1. The term "Wagon turn-round" has been defined as the time 
interval (in days) which elapses between two successive utilisations 
(loading) of a wagon. 

1.2. The index of wagon turn-round fw all railways during the 
last 7 years showed gradual deterioration as indicated below:- 

Ycar B.G. M.G. 
(Days) (Days) 

1.3. The performance of certain railways during the same period 
was as under:- 

Railway 



Railway 

Northern.  . . .  3-90 4.43 4.67 

1.4. With the augmentation of the capacity of important marshal- 
ling yards and also increase in the speeds of goods trains a pro- 
gressive reduction in the index was warranted. 

1.5. The Ministry of Railways (Railway Board) stated (Decem- 
ber, 1972) that part of the increase in wagon turn-round time was 
due to increase in lead of traffic, and partly due to traf8c failing to 
come up to the expected level in the years 1966-67, 196788 and 1968- 
69 which resulted in idling of wagons; increase in the holding of 
special type wagons, the utilisation of which involved a certain 
amount of empty haulage; increase in the number of wagons held 
up inside Steel Plants in spite of comparatively less traf5c; exten- 
sive anti-social activities since 1970-71 onwards, particularly in the 
eastern region of the country. affecting train running, yard and ter- 
minal performance; large scale emergency movements in 1971-72, 
slowing down movements of other traffic and consequently leading 
to detention to such other traffic wagons; and explained that the 
functioning of the railways should be viewed not in isolation but 
in the light of the various political, sociological and economic deve- 
lopments taking place in the country. 

[Paragraph 9 of the Report of the Comptroller and Auditor G e ~ r a l  
of India for the year 1971-72-Union Gwernment (Railways)] 

px e Committee desired to know what were the varioua indic- 
dge the efficiency of wagon movement and whe* they 

showed any improvement since 1965-66. In a note, Uw Railway 
Board have stated: 

The important indices to judge the efficiency of wagon movement 
from utilisation point of view are: 

4. Percentage of loaded to total wagon kilornetru. 

, 1. Wagw kilometres per wagon day. 
2. Net tonne Mlometres per wagon day. 
3. Average wagon load during the run. 
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Of these four indices indicated above, wagon kms. per wagon 
day relates only to the mobility aspect whereas the other three 
indices take into account also the tonnage obtained per wagon as 
well as the extent of haulage of empty wagons. Each of these 
imdices thus relates tol one particular aspect of wagon utilisation and 
a complete picture of the efficiency of wagon utilisation is obtainable 
only if all these indices are read%together. 

Wagon utilisation has been adversely affected from the end of 
3rd Plan due to a variety of factors. Immediately after the end o$ 
the 3rd Plan, the economic recession in the country during the Plan 
holiday period naturally affected the offering of traffic for move- 
ment by rail and there was extensive idling of wagons Qn different 
Railways, Increase in the holding of special type of wagons like 
BOX, BOBX, BOBS. BFRs Tank Wagons etc., primirily for move- 
ment of raw materials to the Steel Plants and finished products 
from them also led inevitably to an increase in the extent of empty 
haulage. Such special type c\f stock have to be added to the wagon 
fleet to meet the intensive demand from such industry. But scme 
increase in the extent of empty haulage and their idling during the 
periods when the industries for which they were procured do not 
require them, cannot be avoided. With the commencement of the 
4th Plan and economic activity in the country picking up, condi- 
tions improved and in 1969-70. the major indices of wagon utilisation. 
like wagon Kms. per wagon day and not tonne Krns. per wagon day 
continued to maintain the improvement d the earlier gears, simul- 
taneously with a drop in the turn round both on the B.G. and on 
the M.G. Thus the turn round which was 12.7 on the B.G. during 
1968-69 and 9.69 on the M.G., dropped to 12.6 and 9.41 r e s r n v e l y  
in 1969-70. In this connection, it may be explained that trun w n d  

- which is defind as "the time of interval which lapses between two 
successive utilisations (loadings) of a wagon" and which is empi- 
rically derived by dividing the effective wagon holdings by thc 
number of wagons loaded in a particular period, depends on the 
speed of movement, speed of handling at  the terminals as well as 
on the average load of trafflc. This trun round gets affected not 
only by slower movement but also by detention to wagons a t  major 
k d n a l s  or by major users like Steel Plants. An increase in lead 
of traffic also affects turn r o u d .  I t  is, therefore, possible that even 
with an Improvement in wagon mobility, as  relected in wagon ICms/ 
wagon day, turn round may be worse, on account of an increase in 
lead. 

The load of t r a a c  is a factor determined by the production 
pattern and demand pattern for Merent commodities in the 
country. For example as the demand for pig iron and finished steel 



is growing continuously in all areas of the country situated far 
&way from the Steel Plants, load of this traffic has been continuous- 
ly increasing. Similarly the demand for cement has been continu- 
msly rising all over the country. With heavy concentration of 
cement factories in the South and to some extent in the west, cross 
country movement of cement has tended to increase in recent years 
contributing to an increase in the load of cement traffic. The green 
revolution in the North has again led to an increase in the load for 
foodgrains. Load of traffic is thus a fsctor over which the Railways 
do not have any control, but nevertheless it has a vital bearing on 
the turn round of wagons. 

After 1969-70 conditions chrged substantially, particularly on 
account of the unsatisfactory law and order situation in the Eastern 
sector affecting directly the working of the Eastern and S.E. Rail- 
ways and indirectly, almost all the other zonal Railways on account 
of these Railways having t s  contend with less availability of wagon 
and also with difficulties in free m ement to destinations on or 
across Eastern and S.E. Railw.ays herefore. in the year 1970-71, dF there was a noticeable drop in in ces of efficiency like wagon Kms 
per wagon day,, net t a m e  Krns. per wagon day and wagon turn 
round. The law and order situation in the Eastern sector continued 
to be unfavourable for major part of the year. There was some 
improvement only towards the end of the year, but the effect of 
this improvement could not be felt fully in the working of the 
Railways on account of this having been, more or less, compensa- 
ted by the pressure of very heavy defence moms in connection 
with the Indo-P.ak hostilities of 1971. Wagon Kms. per wagon day 
and not tonne Kms. per wagon day improved slightly both on the 
B.G. between 1970-71 and 1971-72, but the wagon round deteriorat- 
ed on both the gauges. This deterioration was primarily the result 
of a substantial increase in the load of traffic from 615 Kms. to 641 
on the B.G. and 422 to 447 on the M.G. i 

While the different indices of wagon utilisation have generally 
shown an improvement over 'the years, i t  may be observed from the 
figures, that in some cases the position today is only as it was in 
1965-66 or even slightly worse. The Railways' continous efirts 
b improve the position in these cases are thwarted by extraneous 
factors which rotard the pace of movement and thereby affect 
wagon mobility." 

1.7. During evidence a representative of the Railway Board 
%sed: "The para refers to 1971-72, but the ground covered is 
from 1965-66 to 1970-71, This period from 1965-66 to 1970-71 can 
be broadly divided into two phases 1!XSM to 1969-70 and 1970-71 
onwards, The earlier phase is covered by the perid, we have 



+referred to as the recession period. From 1870-71 onwar& th. 
period, we have referred to as the disturbed period, when the law 

.and order conditions were disturbed." 
1.8. Referring to the period 196586 to 1967-68, the witness stated: 

"The fact is that our wagons were stabled and were lying idle. As 
the Chairman has pointed out, there was to be a certain rate d 
growth. We planned a t  a certain rate of growth. When we ended 
the Third Five Year Plan we were meeting the full demand of the 
traffic at that time. When this recession came, it was pointed out 
to us that we had some surplus stock. We said we had been 
planning for a certain growth. But when recession came we cut 
down our wagon orders. But the wagons for which orders had 
been placed two or three years earlier had to come." 

1.9. He added: "We offered wagons to the trade and industry. 
The demand fell. As the demand did not exist, the wagons were 
stabled. I am referring to the period upto 1W-69. After that the 
position changed." 

1.10. As to the utilisation of wagons in the period after 196470, 
-the witness stated: "I would like to say that when this matter of 
wagons' utilization and turn-round was discussed ~JI 1969-70 by 
the then PAC, we had submitted at that time that certain anti- 
social activities had started and they were interfering with the 
railway movement. Its intensity was tremendous in 1970-71 and 
in 1971-72. Now, I would like to say that these activities were 
the worst on the Eastern Railway serving Bihar and Bengal, South 
Eastern Railway serving Bihar and Bengal and North East Frontier 
Railway serving North Bengal. We analysed the situation statisti- 
cally and found that there was a big drop on the broad-gauge on 
the Eastern Railway which was not possible for the other railways 
to make good, although other areas were working normally. When 
you review the performance of the Eastern Railway, you must take 
into consideration that it had the biggest wagons holding. In 
1971-72, 1 think, it was 80,000. In fact, they were holding more 
wagons to the detriment of the other railways a d  as many as about 
20(000 wagons were piled up and immobilised. ' 

1.11. In reply to a question the witness stated: "The period upto 
1969-70 was a period when there was recession a d  lack of tra0ic. 
But the period 197&71 to 1971-72 was one where the difAculty was 
due to our inability to lift because of the extraneous factors which 
we have discussed earlier, such as the law and order position, 
disturbed conditions and so on. The correct gauge of our MOT- 
mance should be net tonne-Km. excluding the weight of the 
-wagon, is. what we have loaded into the wagons and for how 



low we bare carried it. After dl, the railways are supposed to* 
lift the maximum load." 

1.12. During evidence she Committee enquired how the i n c r e w  
in the hoIding of spedel type wagom afkted the turn-round of 
wagam. In this connection, the representative of the Reilway 
Board stated: "Until 20 yeara ago, we had mostly four-wheeler- 
covered wagons of carrying capacity of 22/23 tonnes. Similarly 
We had open wagons of the same capacity. The only eight-wheeler 
wagons on the broad%auge were the open trucks for cartying 
umber, machinery, logs etc. From 1W onwards with the hdus- 
trialhtion of the country and setting up of the steel plants etc., 
we had to go in for special type of wagons oi higher capslci~.- 
These wagons were of 65 tonnes capacity as against 22123 tames- 
capacity of ordinary wagons. Some of these were specially meant 
for certain industries such as steel plants. These wagons were to* 
meet the requirements of a certain volume of trai3c in the Third 
Plan and to the extent that the tramc did not materialise in the' 
3rd Plan, there was a small surplus. 

We planned a certain volume of traffic by the end of 3rd Plan.. 
We invested money in certain works and we invested in rolling 
stock I t  is a fact that by the end of the 3 d  Plan, to the extent, 
the traeRc did not come up, we had a surplus capacity in certain 
sectors." 

1.13. The Committee desired to know the reason why the num- 
ber of wagons held up inside steel plants increased in spite of com- 
paratively less traffic. A representative of the Ministry of Sted 
informed the Committee during evidence: "The production figures; 
of finished steel in the integrated steel plants were: 

We have already explained to the Railway Board the reasons for 
the hold-up of a larger number of wagons in Steel Plants circuit 
than the norm fixed by the Railways many years a p .  These are: 
firstly, the changes in the mode of traction of Railways. When 
the n t d  plants were designed, the introduction of diesel and dec- 
M c  traction and heavier block loads were not contemplated; and 
to that extent, the steel plants have not kept pace with Railways, 



second factor is more frequent dislocations in Mtc Railway 
system fleeting uniformity of flow of loads into and fram the steel 
plants. Then there has been more frequent imposition of route 
restrictions, increased incidence of receipt of blocks with mixed 
loads and frequent bunching." He added: "There were certain 
facilities created inside the plant initially. When the mode of 
operation was changed by the Railways, i t  was difflcult to match 
that in the steel plants. We had provided handling facilities in 
the steel plants for receipt of particular types of wagons in certain 
pr_oportions, but we found that the types of wagons that were 
coming were different. The initial facilities which were provided 
there proved to be some what inadequate. We do not have enough 
facilities to handle these new types of wagons. Subsequently, the 
Railwav Board advised us that we must change over the facilities. 
Some of their suggestions have been taken up for implementation." 

1.14. In reply to a question, the witness stated: "There has not 
been any improvement right now. We expect that there will be 
definite improvement in the coming years. Memba, Transporta- 
tion, Railway Board. had visited some of the steel plants last year 
along with Secretary, Steel Ministry and one of the things that was 
pointed out was inadequacy of locomotive power.'' 

1.15. During evidence the representative of the Railway Board 
stated: "I will go back to the stage of planning of the steel plants. 
At that stage, there were only two steel p la~ t s ,  Tnta Iron Steel 
Co. and the Indian Iron Steel Co. They had their own systems of 
working. They had special type of wagons provided in conjunc 
tion with the then East Indian Railway and the Bengal Nagpur 
Railway. When the steel plants were being set up by the Hindustan 
Steel Ltd. Plant, there were discussions regarding the type of 
wagons, to be used to suit their requirements as consideration af 
the type of raw materials which would be coming to these plants. 
A study was carried out by a team of the two Railways, the Eastern 
Railway and the South Eastern Railway to determine, how much 
time the steel plants would require for wagons inside the steel 
plants. On the basis of this study, certain detention times Were 
allowed for different types of rolling stock. If it is a four-wheeler 
covered wagon bringing general goods or construction material, 
it is unloaded just like as in a gookshed. If it is a side discrharge 
wagon, you just open the  witch and the contents fall into the 
trough; so les time is required. If it is a centre discharge wagon, 
i t  has to be taken on the high line and centre discharge is done; 
everything is dropped through the centre and so the handlW time 
is Werent. The methods of handling are different for dfffewnt 



types of wagons and for each type of wagon a M e r e n t  time is 
required." 

1.16. The witnesa added: "At that time, certain suggestions 
were made by the Railways to the steel plants that they must im- 
prove their internal handling, and certain changes in loading were 
suggested. I t  is o m  view that if these improvements were carried 
out by the steel plants, the detentions would be leas. The deten- 
tions have gone up, whereas the steel plants' production has de- 
clined. Durgapur got into trouble and Rourkela too got into difficul- 
ties, the decline in output has been accompanied by increase in the 
detention to wagons inside the steel plants." 

1.17. In reply to a question, the witness stated: "Our observa- 
t ~ m s  are that there has been handling of less traflEic with less pro- 
duction; but detentions have been more than they used to be. 
IVe had therefore represented that the internal handling of the steel 
plants needs improvement. To the extent wagons are detained 
more by the steel plants there will be corresponding reductiop in 
!he availability at the other end. 

So, we are only representing that we are meeting the full re- 
t:,iirements of the steel plants by putting in more wagons at their 
v n i c e  than were planned. If we do that, we must correspond- 
.ngly deny them to other users. 

Recently, the Ministry of Steel has considered the problem and 
2-?pointed a Committee to go into the matter of the methods of 
,.andling of the steel plants to see to what extent the senlce can 
;mprove, and to what extent the steel plants can unprove thelr 
bandling and internal working arrangements etc., so that the utili- 
c a ! m  of assets will Implove. demurrage charges will be reduced 
<lnd detention to wagons will come down." 

1.18. In regard to the payment of demurrage by the steel plants, 
' h e  representative of the Ministry of Steel stated: "The payments, 
which were around Rs. 81 lakhs in 1963-64 went up to Rs. 1.68 
mores in 1969-70 and were as much as Rs. 2.38 crores in 197273. 
So. it has gone up four fold in ten years. I t  has almost doubled 
In a period of five years since 1967-68." 

1.19. Asked about the reasons for this increase, the witness 
<Wed: "UTe agree that it is an unsatisfactory position and a Com- 
mittee has been appointed to go into the matter. We are expecting 
!he Committee to make their recommendations in about six months 
;tlld they will be implemented in a year or two." 

1.20. In the m e  eontext, the representative of the Railway 
Board deposed: ''Talking about utilization of wagons, railways are 
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not interested in collection of demurrage. We want the utIUaih  
of atsets to m e  up because we would e m  much more by better 
utilization of wagons than a few crores of rupees by way of dsmur- 
rage from the steel plants. In 1965-68, the pig iron produced was 
7.09 W o n  tomes. In 1970-71, it was 6.99. The total output came 
down from 18.19 to 17.66. The raw-material intake came down 
from 29.4 to 28.2 million tomes. The Anished product from rteal 
plants which was 6.32 in lgBB-66 also came down to 6.2 in 1glOrfl. 
The average number of wagons held in steel p h t s  daily in 1seQ-70 
was 5,966; in 1970-71, it was 6,798 and in 1971-72, i t  was 6,942. Dur- 
ing this period, the utihation had deteriorated and wagons were 
not turned out quickly because of this other users were deprived 
by giving more wagons to steel plants which could have done with 
less." 

121. The Committee asked how dieselisa tion, electrification and 
increase in block raike movements had dected the wagon turn- 
round. In a note, the Railway Board have stated: "Dieselisation 
and delectrification do have a salutary effect on the mobility of 
wagons under normal conditions, but their overal effect on the 
turn-round is not very substantial. As mentioned in reply to Point 
No. 28, turn-round is governed not only by the physical movement 
of wagons but also terminal detentions in yards, stations, industrial 
sidings, ports, e t ~ .  Dieselisation and electrification, however, have 
impact on the mobility of wagons alone. 

During the period from 1- to 1971-72, there had no doubt 
been an increase in dieselisation and electrification, which apart 
from increasing thrwghout and capacity on different sections did 
help to some extent in improving the speeds of trains also. How- 
ever, as mentioned in answer to Point No. 28, the effect of an im- 
provement in speed on wagon turn-round is at best only marginal. 

Bluck rake movement does help in improving wagon turn-round 
provided it is not neutralised by factors like detention a t  loading 
and unloading piits  and disruption to no-1 flow of trafec by 
extraneous factm.  A major portion of the bodck rake movement 
p e r m  to the movement of raw materials to steel plants, export 
ore to ports and coal to power houses and other major industrial 
units, which have their own sidings to handle these rakes. These 
block rakes are generally given longer time for handling at the 
terminals. The actual detention to wagons in steel plants and ports 
had gwe up during the period under review. Theae factors con- 
sumed a major part of the benefit that could have, otherwise, been 
derived from them block rake movements in so far a, wagon turn- 
muad is concerned. Another factor which has to be borne in mind 



is that a major percentage of the block rake moveme~t is in specid 
type of wagons, such as hoppers, petrol tanka and other bogie dock, 
such as DFRs and BOXs, which necessarily have to run empty in 
aole direction in most cases, thereby affecting their overall utilisation 
m d  turn-ruond. 

Disturbed law and order conditions particularily in the Eastern 
sector in 1971-72, squatting on rail tracks, attacks on trains, theft 
of railway equipment including werhead traction wires, wagon 
fittings, telecommunication and signalling equipment and vandalism 
by miscreants in piercing the side-panels of wagons for robbing 
the contents etc. resulted in immobilisation of thousands of wagons. 
The pressure of large scale defence movements, movement of 
Bangla Desh refugees and prisoners of war, which continued almost 
upto the end of March 1972 had further adverse repercussions on 
the normal flow of traffic. 

The cumulative result of all these factors was slowing down of 
operation and reduced mobility of wagons, which in turn resulted 
in deterioration in wagon turn-round despite the extension of 
dieselisation and electrification and increase in block rake movement 
during this perid" 

1.22 One of the rna'r re:twn given for increase in wagon turn- 
round is the fact that there has been increase in leads. The Corr- 
rnittee enquired whether increase in leads betwen 1965-66 and 
1971-72 was more than offset by increase in speed of goods trains 
and if so whether the increase in speed of goods trains should not 
result in quicker turn round. In a note on the subject the Railway 
Board have stated: "The comparative figures of increase in leads 
and speed between 1HX5-66 and 1971-72 ere as follows 

-- - ---- 
It would be seen that while the lead increased by about 15 per 

cent on the B. G., and 21 per cent on the M. G. between 1965-64 
and 1971-72, the speeds went up only by 11 per cent on the B. G. 
a d  6.4 per cent on the M. G., during the same period The sped, 



as the denotes, relates to wagons which run and not to those 
which are held in yard, industrial sidings, ports end other terminals, 
whereas 'turn-cound' pertabs to all wagons efktively available 
for loading irrespective of whether they are on the run or detained 
at various tenninals for loading, unloading or for handling in 
marshellmg pards, The effect of increase or decrease in speed is 
therefore only marginal on the overall turn-round of wagons. 

As regards the relative effect of incfease in speed and lead over 
wagon turn-round, it may be nlentioned that while a B. G. wagon 
took 33.9 hours to cover a lead of 556 kms. at the then speed of 16.4 
kms. per hour in 1 W 6 ,  i t  took 35.2 hours to cover the increased 
led of 641 kms. at the higher speed of 18.2 kms. per hour obtain- 
able in 1971-72. In absolute terms, i t  meant an increase in transit 
time by 1.3 hours. This shows that the marginal benefit that could 
have otherwise been aohieved by increase in speed has been more 
than offset by increase in lead during this periond. 

I t  may aLso be mentioned here that notwithstanding the increase 
in speed, wagon kms. per wagon day on the B. G. were 74 in 1971-72. 
The net increase in lead in 1971-72 over 1965-66 was 85 kms. With 
the average mobility of wagons being 74 kms. per day, the extra 
time needed to cove1 this addit~onal load would work out to little 
over 1.1 days. The turn-round of wagons increased by 1.7 days 
between 1965-66 and 1971-72 out of which 1.1 days is explained by 
the increase in lead itself beside the increase in speed. 

The effect of increase in lead on the turn-round has been more 
severe in the case of metre gauge. The lead increased by 79 krns. 
and with the wagons kms. per wagon day being 58.5, the extra time 
needed to cover this enhanced lead was 1.3 days. 

It would thus be seen that the effect of speed of goods trains on 
the turn-round is at best only marginal and in case there is a sub- 
stantial increase in lead simultaneously this marginal benefit is also 
fully absorbed." 

1.23. In reply to a question whether the further addition to 
wagon holding has contributed to the deterioration in the indices of 
wagons utilislation, the Railway Board have, in a note, stated: "It 
is true that holding of a large number of wagons in excess of what 
Is justified by the traffic requirements is Bound to interfere with 
the &orts to scure their optimum utilisatim. The RBilways are 
fully alive to the implications of holding excess stock and have, 
therefore, avoided provision of any cushion while planning for the 
manufacture of additional wagons. 



The procurement of additional wagons is done strictly on the 
basis of forecast of trafRc as given by the Planning Commdsslon and 
other user Ministries. These requirements are scrutinised in detail 
and provision for additional wagons is made on as realistic a basis 
as possible, without providing any extra cushion for unforeseen 
factors. 

The impression about the Railways holding a large cushion of 
wagons has perhaps been generated by the fact that while holding 
of wagons on the Indian Railways increased, there .was no corres- 
ponding increase in the originating tonnage lifted by the Railways 
in 1971-72. It may be clarified that this phenomenon is due 
primarily to :- 

(a) increaae in lead and resultant increase' in net tonne krns,. 

(b) existence of a large number of extraneous factors slowing 
down railway operations. 

As regards (a), it mav be mentioned that while the originating 
tonnes dropped from 203.0 million in 1965-66 to 197.8 millions in 
1971-72, there was a substantial increase in net tonne kms. from 
1.16.936 millions in 1965-66 to 1.33.270 millions in 1971-72. In other 
words. increase in lead necessitated use of additional wagons to 
carry even the reduced level of originating tramc. 

As regards (b), the seriously disturbed working conditions 
obtaining on the Railways particularlv in the Estern, South Eastern, 
and N.F. Railways in the eastern sector during 1971-72 had verp 
~ d v e r s e l ~  affected the mobility of t r d c  and hence the utilisation of 
wagon fleet. Extensive anti-social activities were prevalent in that 
area which badly interfered with normal train running. There were 
numerous cases of theft of overhead electric wires, communications 
cables, signailing equipment, wagon fittings, etc. Besides, there 
were a number of cases of assault on railway staff on duty. attacks 
on running trains for purposes of lotting the contents of wagons etc. 
There were a series of strikes and b&s which crippled move- 
ment of traffic. All these factors indirectly contributed to demora- 
llsation of the railway staff at different Levels who had to work 
under unprecedented pressure. Though conditions of working in 
Railways other than those situated in the eastern sector were 
comparatively better, their performance could not fully off-set the 
drop in efadency particularly on the Eastern and the N.F. Railways. 
The sl~ggjshness in operation on these Railways caused by 
extraneous factcvrr, can be gauged from the following efficiency 
jdices whkb showed 8 deteriorating trend as compared to some 



other Railways:- 

Nc: tonne b s .  per 
uagon day (BG) . 1 g p 7 1  

1971-72 
wagon h. pcr WP 

gonday(BG) . 1970-71 
1971-72 

Turn round (in dapy) 
(BG! . . . 1970-71 

1971-72 

Simultaneously, large scale emergency movements had to be 
undertaken by the Railways in connection with Indo-Pak War. 
There were also heavy movemen.:: of refugees from and to Bangla 
Desh and of prisoners of war. These lighting, white-hot and red- 
hot priority moves naturally had an adverse effect on the movement 
of other traffic and led to extra detentions to such wagons in yards. 
stations and enroute. 

The cumulative effect of all factors I\;RS R deterioration ir! 
the indices of wagon utilisation including wagon turn-round. 

The Railways have nithcr specifically planned for nor do they 
have any excess cushion of wagons." 

1.24. The Committee are concerned to note that the index of 
wagon tarnoround for all railways shows gradual deterioration 
W i g  the last 7 years inspite of all the fanfare. The wagon tnm- 
round is defined as the time interval which elapses between two 
successive utilisation (Loadings) of a wagoa. The turn-round 
of 11.8 days in 1965-66 deteriorated to 13.5 days m 1911-72 on broad 
gauge wbile the turonround of 8.41 days obtajncd in 1065J6 on 
metre gauge worsened to 10.6 days in 1971-12. Tbe performance of 
certain railways such as Ehstem and Northeast Prontier on broad 
gauge and Northern and North Eastern on metre gauge bPs been 

' p a r t i d u l y  bad during this period. 

1.25. The other important indices d wagon util iuth us: (I)  
wagon Kilometree per wagon day, (ii) Net tannc Lilametres per 
wagon day, (W) Average wagon loading during the rpa . ad  (iv) 
percentage of loaded b total wagon ktlmnetras. According to RPU-  
ways Board's own u r r r m u n t  while the different indices of wags 
atilisatbn have generally shown an improvement over the yearsl 
~ ~ n n e ~ f h C I P O l f i B m b d . y b o d y w h l t i t w m b ~ * ~  
even digbtly worst. In thh baanectlan tt tr rrorth aothg that the 
index d net tonne Kmr. per wsgtm day on B.O. was ##U in 1-I 



average wagon load during the run waa 18.5 in 1960-81, 18.6 in 
1985-66, 17.8 in 1970-71 and 18.00 in 1971-72 Thus the @tian b 
actually worse than-what it was over a decade ago. 

l26, The Commitk  consider all this to be most unsatisfactory. 
With augmentation of the capacity ob important marshalling ya& 
increase in the speeds of goods trains following d.iedisat&n and 
electrification of traction at a very high &st, s-%ae, 
increase in block rake movements, a progressive reduction in the 
index for wagon turnround ought surely to have ensured. The 
explanations given before tbe Committee are not a t  all convincing. 
The situation calls for a radical rethinking on Bailways' control 
over operations. The problem should, therefore, be studied in depth 
and remedial steps tdsen forthwith. 

1.27. The Canunittee are distressed to learn that of late the rmm- 
her of wagons held up inside steel piants has considerably increase 
in spite of comparatively reduced traffic. The average number of 
wagons held in steel plants daily which was 5,956 in 196970 went 
up to 6,942 in 1971-72. The Payments ma& by tbe steel plants to 
Railways on account of demurrage for wagons detailed beyond tb 
permissible free time increased fnrm Rs. 61 kLhs in 1863-64 to as 
n~uch as Rs. 2.38 c r a m  in 197273. During evidence tbe represen- 
tatives of the Minidry of Railways pointed oat that tbe handling 
methods followed inside tbe steel plants were maidy responsible 
for the detention of increasing number of wagons in steel plants 
for longer periods. At the same time the representative of the 
Ministry of Steel attributed the held-up of wagon in steel plants to 
changes in modes of traction of railways, frequent dislocations in 
the railway system affecting uniformity of flow of loads into and 
from the steel plants, frequent imposition of route restrictions e t u  
The Committee were informed tbat a review committee had been 
\et up by the Minister of Steel to go into the entire question. They 
h i r e  that the review should be completed expeditiously and the 
remedial measures suggested by the Beview Committee to over- 
come the present ahortcamings speedily implemented. Action taken 
in this behalf may be intimated to the Committee within six montbs. 
Similar action is ugentlp called for in respect of detention to 
wagons in ports also. The Committee are greatly concerned about 
the holdups of wagoar in steel plants, ports and elsewbore bemuse 
to that extent other users are deprived of wagons and the m l ~ ~ Y s  
h e  revenue. A very highpower r e h i n g  Committee consis- 
of acadsmicplly educated traasporl tconomisb and others SboolA 
be constituted to go into this question immediately. 



D e t u a t i o n t e ~ h l d t L ; ~ 6 s , ~ t i o n ~ . d  
Metchmical wmlcbp~  

Audit Paragraph 
1.28. The percentage of wagons awaiting repairs in sick lines, 

Transportation workshops (running &&) and in Mechanloel 
workshops has been increasing over the years indica-~g increaoed 
detentions to wagons. 

Percentage of wagons awaiting repairs to total on line:- 

In sick line and In Mechanical 
transportation workshops Total 

\vorkshops 
B.G. M.G. B.G. M.G. B.G. M.G. 

- 
1.29. Besides the increasing trend in proportion of wagons await. 

ing repairs, the detentions in Mechanical workshops for repairs also 
have been increasing. as seen from the following statistics showing 
the average number of days wagons despatched during the gear 
remained in Mechanical workshops:- 

h'clahm . . . B.G. 4' -3 5 . 0 3  5 - 4 2  8 .3  
,KG. 6.kg 6-70 5.73 ! !Z 

North Eutern . . A1.G. 5.7- 5-03 5 . 7 5  
Northeast Frmr ic r  . . h1.G. 

Solnhern . . . . R.G. 

M.G. 3.84 3-72 3.m 7.81 
S ~ w h  b t e r n  . B.G. 7'32 6.55 fl.S.3 10.6 
Wsrrrn . . . . H.G. 6.23 5 . ~ 1  8.85 1 1 ' "  



Due to both them factors, the availability of wagons in good 
repairs out of the total on line has gone down during 1970-71. 

1.30. The Ministry of Railways (Railway Board) stated (Nooem- 
ber, 1972) that the wagon inefYectiveness, increased slightly in 
1968-70 and 1970-71, only, primarily due to the serious law and order 
situation that developed in the eartern part of the country, affecting 
in particular the Eastern and South Eastern Railways. There was 
also an increase in the theft of bearing bra- and wagon compo- 
nents which rendered a large percentage of wagons ineffective. 

(Paragraph 10 of the Report of the Comptroller and Auditor General 
of India for the year 1971-72, Union Government (Railways). 

1.31 Explaining the reasons for the increase in the percentage of 
wagons awaiting repairs in sick lines, Transportation Workshops 
(running sheds) and in Mechanical Workshops, a representative 
of  the Railway Board deposed during evidence: "We have the sys- 
tem to watch maintenance of stock. For the wagons we have fixed 
up a nominal target that the tatal ineffective wagons should be 
isithin 4 per cent. The wagons are given a major heavy overhaul 
In workshops once in 34 years. once in four years, depending upon 
the type of stock. Then they are also given minor repairs in places 
\i.hat we call the sick lines. There are some petty repairs tn the 
1 asds too. All these repairs put together, our aim is that at  no time 
ihe wagons ineffective be more than 4 per cent of the total fleet. 

From 1965 onwards the figures have been varying between 3.9 
per cent to 4.4 per cent ln normal years. The figurej really deterio- 
1d:ed In the year 1969-70 and 1970-71. Here also the deterioration 
\\,is really marginal-half a per cent We have further analysed ~t 
.ind we find that this deteriorabon to the All India figure was c a d  
'I! t he  Eastern Sector Railways-i.e. South Eastern, Eastern and 
Xorth Frontier. Here the figures went up considerably in the years 
1969-70, 1970-71 and aho 1971-72. These three Railways have con- 
.: 1:)uted to certain dtkdoration in the overall All Indte figure. The 
reasons for the deterioration of maintenance fn the Eastern Sector 
can be three or four. 

Fimtly there is heavy vandalism and the second was M c u l t y  in 
obtaining spare parts. We started Andtng it diflicult to obtain our 
kml spare pprb with the &t that the time taken in -%shop 
V, as  increasing. The manhours wore increasing. 

The third reason was the increasing damage which was being 
caused our wagom by the loading of Aniahed steel p d u c t s  front 
the steel p l~nb.  '& loading of steel products shod@ ~ u y  be 



done in special stock. The special stock is not available, so the 
steel plants have been loading more and more in whatever wagons 
they had. This load causes very heavy damage to the wagons which 
had to be sent to the workshops for major repairs. The fourth point 
which has caused an increase in ineffective wagons is the increase 
in the workload of a wagon when i t  goes to the mrkshop for a 
major overhaul. We have provided 200 hours per wagon for heavy 
repairs in a workshop. Because of these factors the man-hour load 
on each wagon increased to as much as 390 man-hours, but mainly 
in the Eastern, North and N.F. sectors. The workshop which nor- 
mally attended to 50 wagons a day, it came down to 30 wagons, 28 
wagons, because the adequate man-power wis not there to handle 
such heavy repairs on each wagon.'' 

1.32. Referring to the inadequacy of the man-power contributing 
towards ineffectiveness of wagons, the Committee enquired what 
was the difficulty in having more men. To this the witness replied: 
"We took a decision some 14 years ago to increase the man-hours. 
In view of the need to keep the productivity at a certain level, we 
were trying for quite some time to do this additional work with the 
existing manpower available. But we found that we had to increase 
the manpower and we have done it now in a big way." 

1.33. About the measures taken to improve the situation the 
witness stated: "In 1965-66 the ineffectives were 3.99 per cent and it 
went up to 5.11. I t  was worse in 1970-71 but it has now come down 
in the current year to 4.11. Our best performance was in 1965-66; 
we reached our worst performance in 1970-71, but we have come down 
now from 6.11 to 4.1-that is, an increase of 1 per cent in a matter 
of 18 months. Now, besides injecting more staff into the major 
workshops, we are also taking steps to expand the capacity. In 
order to handle the additional workload, we have made certain 
plans for expansion. A new workshop is being set up at Vijaya- 
wada. By the end of the Fifth Plan we will be able to completely 
Wipe out the deficit and also work to an 'ineffective' of 4 per cent" 

1.34. He further added: "You will be gland to know that from 
1971-72. particularly in 1972, we have almost returned to the normal 
and we are nearabout 4 per cent. While, we have laid this internal 
yardstick for measuring our maintenance efficiency, those are not 
the figures which can be rigidly adhered to. I t  is not pmdble that 
day in and day out we can stick to W.'8 

1.35. The Committee were given to understand that detentions in 
aick lines and transportation workshops mainly occur due to delay 
in repdm by the Mechanical Department, of thue sick wagom and 



delays in removal either after repairs or to the Mechanical Work- 
shops for special repaim or periodical overhaul. In regard to the 
techniques of repairs followed on Indian Railways, a representative 
of the Railway Board sta t4  during evidence: "The difference is 
that in other countries they have mechanised repair techniques to 
a very great extent to save on labour; but we do not have that 
problem. If we do over-mechanisation, it will be too much labour 
saving. But we are improving our teohniques and we having more 
modern workshops also." 

1.36. In reply to a question the witness added: "The basic prob- 
lem has been that there is a shortage of capacity in the major sick 
lines with the result that a lot of work has to be done in the wrok- 
a d  therefore their flgures have gone up." 

1.37. The table below gives details of the capacity, outturn and 
arrears in periodical overhaul of wegons: 

Railwny Workshop Periodical overhaul of wagons Extat  of arrepn 
in periodical 

Gpacity A c w l  Ournun overhad of 
per - w wosans * 
month in month I -4-72 

1971-72 in 
1971-72 

- 

South Eastern . Kharrgpw . . 1 9  9F9 811 10926.5 

Western . . *BG 780POH IW 
NR raised to 950 
POH 

ALG. . . 475 2793 233 330 

South Central . Hubli. . . 46 363 30 97 

Nonh Eactcm . Gorrkhpur . . 42 I 4297 358 

IutMeu . . 275 2895 q x  3261 

SMlurip~r . 150 1355 I13 

Northcast Fron- Dibrugrrh . . I ~ J  I 488* r z q  Not available 
tiu 

Ncw Boneni(pon 150 1639 I 38 Not available 

Southern , Pcrunbur (BG) . 9 5  5512 459 3316 

Mmrc (MG) . 223 2-44 207 1521 

~ t v n  . , I loxu 8~ Not available 



1.38. It is seen Proan the above that the auttum from workshops 
of wagons after periodical overhaul was generally below the plm- 
ned capaciw of the w o r k b p s  during 1971-72 and the number of 
wagons o v d u e  for periodical overhaul was alm large Asked about 
the reasons for not utilising the planned capacities ob the workshops, 
the Railway Board have, in a note, stated: "On the Eastern Rail- 
way the full capacity of Kancharapara and Liluah workshops could 
not be utilised for the overhaul of wagons due b 

1. Shortage of electric power and sudden load shedding. 

2. Shortage and irregular supply of industrial gases viz. 
oxygen and acetylene which are commodities most need- 
ed for repairs of wagons. 

3. Heavy workload on the body repairs of fourwheeler stock 
due to heavy corrosion and vandalism. 

4. General law and order problems which were many parti- 
cularly in the Eastern region. 

5. Postponement of periodical overhaul following demand for 
wagons during the Indo-Pakistan conflict. 

On the North Eastern and Southern Railways, outturn in the 
shops was affected due to shortage of electric power and industrial 
gases. In addition, the four-wheeler stock had heavier work con- 
tent due to damaged body panels on account of corrosion and van- 
dalism On the North Eastern Railway staff had also resorted to 
go slow tactics resulting in serious drop in outturn. 

South Central Railway does not overhaul any general service 
B.G. goods stock It  only repairs some departmental stock. 

The capacity on the South Eastern Railway was fully utilised.' 

1.39. During evidence the representative of the Railway Board 
wagon comes for repairs, i t  should have 200 man-hours of work 
content of the wagons. We have laid down a target. When a 
wagon comes for repairs, i t  should have 200 man-hours of work. 
That was about eight or nine years ago. Today the work content 
of a wagon has gone up from 200 to 280 man-hours." 

He added: 'We have increased the number of workshops and 
also increased the man-power to meet the situation." 

1.40. The Cornmittbe enquired about the extent of omas in 
periodical overhaul of wagons and how the Railway Board proposed 
to overtake these amears. In a note on the subject tbe -1-Y 



Board hove stated: "The percentage of overdue P a  wagom on 
the Indian Raflwayr is as under: 

B d  Mare 
Gauge Boupe 

As regards Metre Gauge wagons, the overdue POH percentage 
has remained at the level of 8 to 10 per cent which cannot be cod- 
dered as abnormal. To enable feed to shops a certain level of over- 
dues of this order has to be aimed at. The installed capacity in 
Metre Gauge shops is 31,170 F W  units as against the arisings of 
31,117 FW units. I t  will thus be seen that the position in respect 
of Metre stock is satisfactory. 

In so far as the B.G. goods stock is concerned, the overdue per- 
centage has been steadily increasing following the increased work 
content mainly on four-wheeler stock brought about through heavy 
iu&rosion and vandalism. The wesent holding of B.G. wagons is 
In the region of 3,76,000 four-wheeler units. Taking the average aap 
proximate annual arisings for POH on the basis of the revised re 
turn dates promulgated w.e.f. 1-7-73 comes to 83,000 FW units per 
annum. The actual out-turn over the last three years has been as 
follows: 



With the anticipated induction of 84,000 four-wheeler units 
during the Fifth Plan period the B.G. holdings is expected to rise 
to the level of 4.7 lakhs four-wheeler units. With the arisings being 
far in excess of the present annual target capacity for POH which 
is at the level of 84,460 four-wheeler units per annum, the following 
steps have been taken to increase the repair capacity in workshops: 

1. Jagadhri workshop was proposed for expension in this con- 
nection and was included as item 112 of 1972-73 Northern 
Railway's Works Programme. This expansion is in pro- 
gress by which target capacity is expected to increase by 
3,200 FW units annually by the end of 1974-75. 

2. A new Wagon POH shop for BG wagons has been sanction- 
ed on South Central Railway in 1973-74 Works Programme. 
The funds provided in the current year were Rs. 15 lakhs 
and Rs. 1.48 crores have been asked for in 197475 Works 
Programme. If the work is suitahly expedited, this Work- 
shop should become functional by 1977-78 for 25 per cent 
of the target capacity which would progressively increase 
to the full capacity of 13,600 four-wheeler units by 1980- 
81. 

In addition, it is proposed to further enhance the POH capacity 
within the limitation of funds that may be made available during 
the Fifth Plan as under, as this represents the most expebtious and 
with the minimum investment outlays: 

Expanding the present capacities of Raiput, Kota and Jhansi wo-rk- 
shops to the optimum possible. 

With this i t  is anticipated that the arising trend of overdue POH 
will be reversed by the fourth year of the Fifth Plan. 

Modernisation of selected sick lines is also planned with a view 
to cater to the repair needs of goods stock arising from extension 
in POH periods. The quality and quantum of attention provided 
by these sick lines will reduce the workload at time of POH, thus 
assisting in most expeditious repair by shops." 

1.41. The Commjttee des1rt.d to know whether due to arrears In 
carrying out periodical overhaul, the percentage of wagons awaiting 
repairs had increased. To this, the Railway Board replied: "Due 
to inadequacy of POH capacity, if percentage of overdue POH of 
wagons increases, then due to the p r  condition of such wagon.% 
the percentage of wagons awaiting repairs is found to increase. It 
has been specifically noticed that there is market proneness for 



overdue POH wagons to be ineffective and sick The increase in 
defects needing repairs on such overdue POH wagons follows prac- 
tically a linear graph on time basis. It is very necessary that ade- 
quate capacity for POH be availablefdeveloped in the workshops as 
well as in the Depots/sick lines to currently attend to the POW aris- 
ing of wagons. Necessary action in this direction has been initiat- 
ed." 

1.42. The Study Team of the Administrative Reforms Commis- 
sion in their report of November, 1968 on Railways had made seve- 
ral recommendations in regard to development of workshop facilities 
on Indian h i lways .  In regard to reorganisation of the workshops 
the Study Team had observed: ".  ..there are today as many as 30 
major and 18 minor mechanical workshops on the Indian Railways 
for the repair and overhaul of rolling stock. This had led to consi- 
derable multiplication of repair arrangements, multiplic.ty of costly 
equipment and a diffused stocking of spare parts and materials 
which inevitably builds up inventories. This has hampered the 
rational distribution of work and the introduction of a systematic 
belt-type repair system in suitable major railway workshops so as 
to reduce costs and improve producti~iiy. We, therefore, consider 
that it is high time that workshop reorganisation is taken up with 
sufficient forethought, imagination and coordinated planning to 
obtain optimum results. Unless this problem is examined in the 
light of the changing requirements. there is a grave danger of capa- 
city remaining idle, ad hoc use being made of facilities which may 
not be adequately productive and the likely accumulation of eom- 
ponents and spares for certain classes of locomotives which mav soon 
be eliminated. The problem, therefore, warrants close examination 
and early action." 

1.43 The Study Team further observed: "Some of the railways 
abroad, notably the Germfin and the Japanese, provide ample evi- 
dence of having achieved substantial results by adopting improved 
techniques. The services of Mr. Michael Dehm, Director of Produc- 
tivity, German Federal Railways, were secured by the Ministry of 
Railways towards the end of 1958 to examine the working of the 
repair workshops of the railways. His report contains some verp 
valuable suggestions for efkting substantial economies and increas- 
ed productivity. 

It was also stated by Mr. Dehm that the German Railways would 
be willing to provide the following facilities, if i t  was decided to 
implement these recommendations, namely: 

(i) Deputation of necessary technical personnel to India 
whose wages would be paid by the m a n  Railway% 



but the Indian Railways would bear their expenses on 
boa* and lodging in India; 

(ii) All the technical data needed for implementation of the 
recommendations; 

(iii) Supply, free of charge, of jigs and fixtures which were 
spare with them but would be useful in India." 

1.44 En regard to the implementation of the recommendations 
made by Mr. Dehm the Study Team records: "It is unfortunate that 
the follow-up action on the recommendations has been delayed ao 
long and that the assistance offered was not availed of. We recom- 
mend that this report should be quickly reexamined and implement- 
ed to the extent found possible." 

1.45. Referring to the above recommendation of the Study Team, 
the Committee enquired whether the same had been implemented. 
A representative of the Ftailway Board deposed: "The main recom- 
mendation is that all the workshops Sould be organised on a cen- 
tral basis and put under Central control like what has been done 
in Germany and Britain. We have not yet implemented the recom- 
mendation but are actively considering it." 

1.46. Taking note of the modern trend in foreign countries in 
regardl to delinking of operating units from repair workshops, the 
Study Team of Adrninistrat~ve Reforms Commission hid also recom- 
mended that Kanchapara and Kharagpur workshops should be placed 
under the control of the General Manager, Chlttaranjan Locomotive 
Works, Chittaranjan and the General Manager, Diesel Locomotive 
Works, Varanasi respectxvelg. The Committee were informed 
during evidence that this recommendation was still under considera- 
tion. The Chairman, Railway Board explamed: "This recommenda- 
tion of putting the workshops under CLW and DLW was not feasi- 
ble because those two General Manaqers have already enough work 
with their own manufactures and they have enough problems on 
hand. Our system is different from the one in the Continent. We 
have pooled wagons. Our wagons are all over the place and the 
workshop capacity is worked out on the basis of allocation of wagons 
on the ownership basis to the different railways. The workshop of 
that particular railway is responsible for those w a p m .  When 
they we to be repaired, khey come back to the railways. We have 
found that it is far better for the General Nanager to be responsible 
for the control rather than mebody who goes roving round and 
who is m t  able to exerdoe day to day control over this. We are 
thinking of a better system of organisation for thrr workhop men- 
agement within the railways rather than having a m b  organis- 



tion on a universal baais. The existing wcrJFllesses are really with- 
in tbe organisation of the workshops and CMe is being looked into." 

147. As to the reasons for the under-utilipation of installed capa- 
city of railway workshops the Railway Board have stated that 
shortage of industrial gases and damage to wagom on account of 
corrosion were contributory factors. In regard to gas a represen- 
tative of the Railway Board stated: "The total availability of this 
gas is limited. In fact, for the last three or four years, we have 
gone out of stock with the result that there is a serious set-back in 
repairs in all the workshops. There are three Arms such as Indian 
Oxygen, Asiatic Oxygen and one more Arm. These are three main 
sources of supply." 

1.48. On being asked whether the Railway Board planned to have 
their own proauction of gas on which they were spending about a 
crore of rupees per year, the witness informed the Committee that 
the matter was under consideration. He also added: "We can set 
up our own plant. Some of the existing units can set up captive 
plants in o u r  workghop so that we can get regular supply. These 
are the two possibilities." 

1.49. In regard to captive plants, the witness added: "In that 
case we would not do capital investment. If I ask them to set up 
captive plants in our workshop, I will get gases at the rated contract 
at standard prices without having to invest our capital." 

1.50. The Committee enquired about the anti-corrosion measures 
taken on the Railways. The witness stated: "We have been taking 
full anti-corrosion measures so far as passenger coaches are con- 
cerned. We are going to introduce it for the wagons also. The 
p~oblem is that suppliers have to set up certain specinl faci!ities for 
giving this anti-corrosion treatment from the very beginning. They 
have now been asked to set up those facilities.' 

1.51. Subsequently, in a note furnished at the instance of the 
Committee, the Railway Board stated: "A committee consisting of 
the Chief Mechanical Engineers. Eastern and S.E. Railways. Direc- 
tor Standards (W) and Director (M&C), RDSO was constituted in 
>lay, 1973 to go into the question of corrosion on wagon panels and 
to  recommend remedial measures for prevention of corrosion. This 
committee while going into this question also held detailed discus- 
sions with the important wagon manufacturers. The Committee 
has since submitted its report and main recommendations made by 
them are briefly 6s under:- 

(i) Mechanical damage to wagon panels forms the starting 
point of corrosion from the exposed bare metal surfam 



For this purpose damage to wagon panels should be avoid- 
ed by enguriag proper packing conditions and by inatal- 
ling mechanised retarders in. hump yards to control shunt- 
ing speeds. 

(ii) Use of general ~ervice wagons for transport of hot refuse, 
cinder ash in private sidings and yards to be prohibited. 
Use of lining materials like polythene bonded gunny cloth 
on the floor and sides before loading commodities like 
salt, fqtilisers, sulphur etc. 

(iii) Eliminate as far as possible reveted joints by welded 
fabrication. 

(iv) Use of low alloy steel sheets and other steel sections for 
wagon manufacture. 

(v) Emphasis laid on surface preparation of panel sheets, floor 
angles, riveting strips, crib angles. skirting plates etc. used 
for wagon manufacture In the fabrication shops by grit 
blasting of suri'aces and then use il~lrncd~ateiy of another 
coat of zinc chromate primer again followed by a finish- 
ing coat of red oxide 20 that t11c1.e 1s proper protection 
given to the exterior surface. 

(vi) Use of angular gri t  and of dry blastmg equipment The 
surface preparation in respect of new wagon construction. 
for pragmatic application. has been asked to be carried 
out in three phases with two stages In the first phase. 

(vii) With regard to surface preparation and painting techni- 
ques for older wagons undergoing ROH repairs in wagon 
repair shops it  has suggested grit blasting on both sides 
to a height of 230 rnm from lower level for plateslsheets 
followed by immedate application of zinc chromate pri- 
mer and coat of red oxide used for patches while beyond 
that level for body patches grit blasting and painting is 
to be done only for the exterior. The crfb angles and 
floor angles and riveting strips which are being replaced 
during POH should be grit blasted on both sides and 
painted before being fitted. Provision for grit blasting and 
painting to be adopted should be as per corrigendum 0-5 
of R-6-59 specification. 

(vii.1 The Committee has recommended painting procedure for 
new builds and wagons currently in service, wagons built 
during interim stage and wagons built during Anal stage. 
Further some spec& recommendations with regard 
qwUg of primer and finishing phtl has dm been made. 



Bslled 6n the recommendations of thir committee RDSO have 
fromcd the revid patnting schedule tor wagons and have issued 
necessarg hwtmctiona to the Railways on 2911-1973 to implement 
the same immediately." 

1.68. Tba Committee we macemad ta m a t e  k t  the per0clr-e 
of *O(UOIO awdtbg repdm in dek lines,  tio on Work- 
sbopcr (rcmnby shed8) 8nd in M4ch.nid worbbqn b8s beem in- 
creasing over tbe yeam indicating mbstantWly i n d  detea- 
tion ef wagom, tbougb the Worksbops capatetty rcmrin mdibd.  
The percentage of BG wagons aw~iting rspairs to total on line in- 
creased from 3.W in 1- to 5.11 in 1970-71. In the cam ot MG 
wagma the percentwe of wag- awaiting repairs rose f h n  3.37 
in 1- to 4.4 in 1810-71. The Committee were i n f d  during 
evidence that for the p~rposes of'mcmuing maintenance e4icicncy 
of Railways it b d  been laid down that h d b c t h e  wagons should 
not any dm8 exceed 4 per cent of tbs total abck. Judged an th? 
basis ot this criterion there bas been severe debtiomtion d d m g  
the years 1WO-71) md 1970-71. Bsddes the increasing trend in pro- 
portion of wagons awaiting re&, the detentions in Msch.niul 
Worksbops for repaim have been eonaiderably bemasing on mwt 
railways trom year to year, Ruther the percentage of overdne 
POH of BC wagons had Increased hom 8.83 at tbe end of March, 
1968 to 22.18 (more than 2-1/2 times) at the end of July, 1973. Due 
to poor condition of aueh wagons the percentage of w.geos awaitfiy 
repairs is bond to Increase. It is natR m t h l  to bnd ~t tht 
wagons th t  are b e i i  supplied by private company (ies) whetbat 
they art generany npto tbe mark or not. 

1.53. An analysis d the s i t r u h  hs inter-alh moaclled th.t th 
main rerrrronr contributing to poor standards of ~t~ of roll- 
ing stork  aa Blflwaya which h o e  m impact on tbc ddanthn of 
wagons in the .cr)oi)Ubop w. 



Pbortage of power, shorhge awl irregular s w l y  at in- 
druM.1 g.ses, b v y  work load on the body rsprirr d 
f o e  wheeler stock due to heavy cormioa otc. 

1.54. The Committee were given to understand that as for back 
as 1858 the Ministry of Railway8 had secured the rervkelr of an 
expert Mr. Mchacl Dehm, Director of Productivity, Germon Feda 
ral Railways for examining the working of repair workbps of the 
railways The Report given by this expert contained aevetal valu- 
able rmpestions for effecting substantial economies and tncrePsod 
productivity in railway workshops. The Committee are very un- 
happy to know that although certain facilities for the implementa- 
tion of these recommendations were offered, the follow-up action on 
these recommendatipns has not yet been completed nor the assis- 
tance affered was availed of: The Study Team of the Admiaistra- 
tive Reforms Commission in their report of November, 1968 on Bail- 
way inter alia observed: "it & unfortunate that the follow-up action 
on the reeoarmendations has been delayed so long and tbat the 
assistance offered was not availed of. We recommend that this re- 
port should be quickly reexamined and implemented to the extent 
found possible." During evidence before the Committee it was 
stated that the main remnunendation made by the expert relating 
to reargonisation of workshops on a central basis for central control 
w- under the active consideration of the Railway Board. That the 
recommendations made by an expert specially engaged for the job in 
1SE should remain to be considered after the lapse of 15 years Is in- 
deed a very said retlectian an the working of Railway Board as a 
whole. The Cammittce consider this as most unfortun+. TheS feel 
that after completion of several Five Year Plans involving massive 
investments in Bailways the that tbere is a r t a g e  of capa- 
city in major sick lines and there is lack of modern worksbop facili- 
ties wand absolutely ludirtous. Tbe CepsmIttee are quite clear in 
their mind that most of tbe deficiencies now being noticed by the 
W w a y  Administration in the functioning of their workshops could 
have been well rcmeiiad if timely action had be6 inltttcd and 
Mst that rrnrpansibility be bed aa&r advice to tbem. 



Nortb Eukrn EUlway--bPor@aoe ta the number of 
engine failures 

Audit Paragraph 
1.56. An engine is considered to have failed when it is unable to 

work its booked train from start to destination or causes a delay of 
one Haur or more through some defects. The various causes lead- 
ing to engine failure are classified by the Railway Administration as 
( i )  defective designlmaterial, (ii) .bad .workmanship .in .shops/ 
sheds, (iii) mismanagement by crews, (iv) bad fuellwater and (v) 
other miscellaneous causes. 

1.57. A review of the statistics relating to steam engine failures 
on the Railway from the year 1966-67 to 1970-71 (Appendix I show- 
ed that (i) the number of engine failures increased from 120 during 
1966-67 to 182 during 1968-69 and stood at  164 for the year 1970-71; 
(ii) the percentage of failures attributable to bad workmanship and 
mismanagement was 90.3 during 1970-71 as against ,73.3 for the year 
1966-67; (iii) the performance index of Kms. per engine failure 
also deteriorated from 236 thousand Kms. in 1966-67 to 183 thousand 
in 1970-71; and (iv) the engine failures were generally more pro- 
nounced on the passenger services than on goods services. Tne inci- 
dence of engine failures relating to passenger services to total en- 
gine failures varied between 60.2 per cent and 70 per cent during 
!he period from 1966-67 to 1970-71, except in the year 196748 when 
:t was 46.5 per cent. 

1.58. Engine failures which reflect operational efficiency of rnain- 
ienance of the steam locomotives involving standards of maintenance 
In sheds, workmanship in shops and operation by engine c rew,  had 
shown a deteriorat~ng trend since 1966-67. 

1.59. The Railway Administration stated (October, 1972) that 
the factors governing the engine failures were largely human and, 
therefore, required continuous attention to ensure that adequate 
control on engine failures was being exercised; that engine failures 
were invariably meticulously enquired into and administrative action 
intiated to avoid i-ecurrence of such cases. However, the increase in 
percentage of the failures caused by bad workmanship and mimana- 
gement, fnrm 73.3 per cent in 196667 to 90.3 per cent in 1970-71 indi- 
cates that measures taken by the Administration to control such failu- 
res had not h e n  fully effective in arresting the deteriorating trend of 
maintenance and operation since 196&67. 

paragraph I1 of the Report of the Comptroller and Auditor 
General of India for the year 1971-?%Union Government 

(Railways) I. 



1.60. During evidence the Committee desiqd to know how the 
Railway Board accounted for the number of engine failures on 
North Eastern Railway which increased from 120 in 1M to 164 
in 1970-71. A representative of the Railway Board explained: "Pri- 
marily due to bad maintenance and inadequat supplies of spare 
parts. But here I would like to mention that for engine fsilutyu, 
we have laid down a yardstick for keeping it under control and our 
yardstick was all along 1,60,000 kilometers till about four to five 
years ago. This has been raised to 2 lakhs. Because some Railways 
have given better figures, we raised the target. If you will see the. 
figures for North Eastern Railway for the last 10 years, I would 
submit that the figures of 1961-62 and 1962-63 which stood a t  74,000 
kilometers and 98,000 kilometers improved to as much as 2,36,000 
kilometers. In 1966-67 they dropped for two years, but in 1968-69 
they started showing improvement again. 

Each engine failure is immediately investigated by a District 
Mechanical Engineer and thereafter thoroughly scrutinised by the 
Chief Mechanical Engineer. We also get monthly statement in the 
Railway Board office of the instances of engine failures on the various 
Railways. - 

The North Eastern Railway started coming down in 1967-68 and 
the matter was taken up with the North Eastern'Railway. It was 
mainly due to faulty maintenance and steps were taken by the 
North Eastern Railway to rectify them. It took them a couple of 
years to sort out their difiiculties. I have no justification in this re- 
gard obviously i t  was failure in maintenance, but i t  has been put 
right now. The latest figure for 1971-72 is 2,60,000 kilometers." 

1.61. The witness further added: "A locomotive fails due to three 
things. One is had maintenance, the second is mis-management on 
the part of the driver and the third is faulty material-this is, the 
material used on the locomotive as spare parts which are not of 
steel." 

1.62. In qeply to a question the witness explairfed that the life 
of many of the parts required for replacement was two to three 
years. Asked whether Railways were accepting any sub-standard 
parts which might be responsible for engine failure, the witness re- 
plied: "I said 'no' because our inspection of what we buy is very 
rigid; but we cannot say that we can eliminate i t  100 per cent. So, 
the main reaeon will be either faulty maintenance or mb- nwage- 
ment. Now, there fs shortage of steel for spare parts and that also 
affected us over the years. For the last four or five years we are not 
getting adequate steel and other materials." 
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1A3. Referring b the large percentage of failures attributable to 
bad wor- and mie-management, the Committee desired to 
b o w  the reasons for this. The representative of the Railway Board 
stated: "It is ahear neglect.. . . . . Maintenance Is the responsibility 
of the maintenance staff of loco-sheds or the repair st& of the 
workshops. But the crew also handle the locomotives; they oil 
them, grease them, etc. 

To give you an example, if the boiler becomes over-heated it 
fuses. The crew sometimes become negligent about the level of 
water and the boiler gets over-heated. If the mew does not manage 
it properly, there is no damage to the engine as such, but it would 
be deemed a failure. At one time, we used to take up the matter 
very severely. Now, it is a matter of telling them that this is the 
thing that has to be very carefully watched." 

1.64. As to the measures taken to control mismanagement and 
bad workmanship, the witness stated: "While the investigations are 
always carried out thoroughly and preventive action is also taken, 
in only one aspect we have not been able & take action in the last 
few years, that is, the disciplinary action against the staff who are 
held responsible." 

1.65. The Committee asked how the figures of engine failures on 
the North Eastern Railway compared with the failures on other 
metre gauge railways. In this connection the representative of the 
Railway Board stated: "Actually, the performance on the North 
Eastern Railway is quite good as compared to North Frontier 
Railway. There, the figure is even worse. The performance on the 
Northern and Western metre-gauge sections is also about the same. 
The incidence of engine failures is a thing which we have had all 
along. The only thing is that it has increased during certain periods 
on different railways. We keep a very close watch on it." 

1.66. On being asked whether the use of more over-aged locos on 
North Eastern Railway resulted in more failures, the witness 
stated: "We confine the over-aged engines to very un-important 
services on the branch-line or on the shunting or things like that 
Those engines are not put on the trunk routes. These 01d.engines 
are utilised on inferior services. On the trunk routes, on the main 
line, where the engines carry through goods train or passenper 
train, where the engine has to do a very long distance and it hae 
a full load behind it, even there a new engine is at times inclined 
to  fail due to various reasons. The age of an engine would contribute 
to a higher incidence of engine failures. Since such old engines are 
utilfsed on inferior services, that is not making any extra contribu- 
.tion." 



1.67. He added: 'The opinions of different mechanical engineers 
an this issue can vary. But since our normal policy is that over- 
aged engines should be conAned to inferior services, then the hig- 
her incidence of engine failures there will not be there.' 

1.68. The Committee were informed that keeping in view the 
fi&es of foreign countries the initial performance index of 1,60,000 
kms. per engine failure was revised by the Railway Board to 
2,00,000 Krns. in November, 1966, The following table gives de- 
tails of the actual performance on some of the railways: 

South North North Southern Northern Wmtcrn 
Cenval EPnern h s r  

Fmntier 

1 6 2  236 Not avoi- 216 307 235 
lablc 

1.69. It  is seen from the above that the performance on Railways 
like South-Central. North and Western was more than the target 
The Committee asked whether the existing target of 2,00,tr00 kilo- 
meters for engine failure was realistic in the light of nctual per- 
icrmance of some of the Railways. In a note the Railway Board 
have stated: 'The target of Kilometres per engine failure had been 
increased to 2,OQOOO in November, 1966 from the previous figure of 
1,60,000 Kms. The targets as a rule are set at  higher levels ao that 
efforts may be intensitled by the Railways to achieve the w c  and 
endeavour to constantly improve performance. EfTortr at impm\'- 
ing the performance in respect of engine failurer will continue but 
the di5iculties in the availability of certain steel sections for the 



motion p e a  and the present day staff problems constitute hpedi- 
ments in achieving this god on certain Railways. These are being 
tackled vigorously and Railways are resorting to imports of steel 
to overcome the same." 

1.70. The figures on engine kms. per engine failure pn North Eas- 
tern Railway during 1966-67 to 1970-71 were as under: 

1.71. Referring to the above figures the Committee enquired why 
could not the position of engine failures and performance index of 
kms per failure achieved in 196667 on N.E. Railww be maintained 
i n  subsequent year. In a note the Railway Board have stated: 
"Engine failures are accidents and statistics pertaining to this vary 
widely. To assess the performance of a railway figures for much 
longer period are therefore considered desirable to review. The 
engine failure statistics of NE Railway for ten years from 1981-82 
to 1971-72 indicate considerable improvement. The figure of Kms. 
per engine failure in 1971-72 had improved to 2,36,000 against the 
target of 2,00,000. It has to be appreciated that the shortage G? cer- 
tain steel sections for the manufacture of motion parts coupled with 
go s!ow tactics by staff have also on occasions affected the perfor- 
mance in this respect. Efforts, however, continue to be made in 
this index of performance and which has been reflected in 1971-72 
pt'rformance." 

1.72. In another note the Railway Board have stated: "It is not 
correct that there has been a deteriorating trend. The performance 
of North Eastern Railway during the last 3 years has been satisfac- 
tory and in 1971-72, the performance was above the target fixed by 
the the Railway Board. It is correct that in 1967-68 and 196869, 
the performance had deteriorated but a comparison with figures 
from 1961-62 k, lssCgS indicates that the performance was at better 
levels. However, 'during these pears the performance was near 
the earlier target of l,W,M)O Kms. per engine failure." 



1.73. The Committee enquired about the stern ppooed to bQ 
taken by the Ministry of Railways ta control the incregishg Ipd 
dence of engine failures. In this connection the Railway Board have 
stated: '%very case of engine failure Is investigated in detail by 
Mechanical Engineers at the Divisional level and these reports are 
scrutinised at the Headquarters level by Deputy Chief Mechani- 
cal Engineers a& Chief Mechanical &ginners. The analysis of 
failures are carried out every month and at the shed and divisional 
level, the Committees of Foremen, Inspectors and Mechanical En- 
gineers examine the various aspects causing engine failures. Even 
a t  the Headquarters level Committee of Deputy Chief Mechanical 
Engineers study these analysis and adopts various measures to im- 
prove the performance and suitable directives are issued to improve 
the maintenance practices as well as takes steps to ensure that cor- 
rect materials are used in the manufacture of components. Staff 
responsible for neglect are suitably taken up. Whenever necessary, 
modifications in the components for better service are made and 
preveotive schedules are suitably modified, keeping in view the 
trends gf failures. 

These thus constitute the methodology adopted to control and 
remedy the incidence of engine .failures." 

1.74. As to the steps taken or proposed to be taken to improve 
the workmanship on the Indian Railways, the Railway h a r d  
have in a note stated: "Every case of engine failures is investigat- 
ed in detail by Mechanical Engineers at  the Divisional level and 
these reports are scrutinised at the Headquarters level by De- 
puty and Chief Mechanical Engineers. The analysis of failures are 
carrid out every month and at the shed and divisional level a Com- 
mittee of Foremen, Inspectors and Mechanical Engineers examine the 
various aspects causing engine faiIure. 

2. At the Headquarters level the Committee of Deputy Chief 
Mechanical Engineers study these analysis and adopt various mea- 
sures to improve the performance and suitable directives are issued 
to improve the maintenance practices as well as to take steps to 
emwe that correct materials are used in the manufacture of com- 
ponents. 

3. Staff responsible for neglect are suitably taken up. Whenever 
nect?spary, modifications in the components for better service are 
made and preventive schedules are suitably modifled, keeping 10 
view the trends of f8ilurea 

4. The various training course are being conducted on the rad- 
ways to train the artisans and supervisors in the maintenance of the 
locomoff ves. 



5. Memanical Engineers have been asked to frequently visit Loco 
Sheds and made surprise checks m that better check and control is 
exercisei in the working of w o  Sheds, 

6. A concerted drive is maintained ta ensure better staff motiva- 
tion so that effecta d go slow and neglect are ovemme!' 

1.75. Enghe failures which retleet the degree of efEciency of 
maintenance of the steam locomotives involving standards of main- 
tenance in sheds workmanship in shops and operation by crews bad 
had shown a deteriorating trend on the North Enstern Bailway since 
1966111. An engine is conaided to have failed when it is unable 
to work itd booked train from start to distinstion or causes delay 
of one hoar or more tluough some defects. Such failures on the 
N. E. W w a y  were 13;0 in 1966-87, 182 in 1968-69 and 164 in 1970-71. 
Accordbg to the Railway Administration the main causes leading 
to engine failures wen  stnted to be bad workmanship and mis- 
management by crews. The percentage of failures attributable to 
this mum was as high as 90.3 during 1970-71 as against 733 for the 
year 196867. Further the performance index of Kms. per eagine 
failure also deteriorated from 23,000 Kms. in 1966-67 to 1,83,800 
in 1910-71. The performance of the North-East Frontier sailwry 
was the worst in as much as the index was 97,000 Kms. in lfS8-69 
and 96,000 Kms. In 1970-71. It was explained during evidence that 
the "inciden'ee of engine failure is a thing which we have had aU 
along. The only thing is that it has increased d d n p  certain periods 
on different railways." The Committee regret to find a somewhat 
complacent attitude in the Railways towards this fllure. They 
desire that Railway Board should go carefully into the matter and 
take suitable remedial measures to bring about nseessary improve- 
ment. It shuold be patticularly ensured that the prodaction of 
engines by the Railways is satisfactory in terms of quality. 

1.76. From the information made available to the Committee it 
is seen that keeping in view the figures of foreign countries the ini- 
tial perfonnmce index of 1,60,000 Kms. per e+e failure was revised 
by the R a h a y  Board to 2,00,000 Rms in November, 1966. If the 
actual performance of certain railways such .s Northern, Western 
and Sort& Central Railways is m y  guide this index is anything but 
ambttioaa The Commitbe dssfre that the U w a y  Board should 
reuuess the situation and see whether higher targets could be laid 
down for achkving better re~llb 



Chapter IX 
PURCHASE OF STORES 

South Central aclilway-Rocurement of small track fittinge at ext r .  
cost 

2.1. Orders for the supply of 31.69 lakhs of steel keys w e n  placed 
by Director General, Supplies & Disposals on finn 'A' on 8th April, 
1970 at the rate of 57 paise per piece, out of which 14.44. lakha steel 
keys were to be supplied to South Central Railway by March, 1971. 
As adequate quantity of steel billets was not received out of the 
quota for allotment by Director General, Supplies and Disposals, the 
firm did not supply any keys upto December, 1970. 

2.2. In view of large requirements of steel billets for firms on 
whom D. G. S. & D. had placed orders for fabrication of track fit- 
tings for Railways a proposal for import was processed through a 
series of high level meetings from January, 1970 onwards and the 
decision to import steel billets was taken in July. 1970. The Railway 
Board arranged for the import of 28,000 tones of steel billets in 
October, 1970, to be supplied within two to four months. Full 
quantity of steel billets was received by March, 1971 out which only 
1,243 tonnes could be issued to fabricators by November, 1971 [c.f. 
para 20 of the Report of the Comptroller & Auditor General of India 
for the year 1970-71-Union Government (Railways) 1. 

2.3. In May and June, 1970, when the proposal for import was 
under consideration, the Railway Board instructed the Railways to 
resort to direct procurement from trade to meet their urgent 
requirements for small track fittings for Track Renewal Works. 
Accordingly. the South Central Railway Administration placed 
direct purchase orders on 26th December. 1970 and 27th February, 
1971, for the supply of 3.25 lawhs steel keys at a rate of Rs. 1.25 per 
piece on firm 'A' which had failed to supply keys by December, 1970 
against orders placed by Director General, Supplies 6 Disposals, in 
April, 1970. The extra payment made ta the Brm on this account 
worked out to Rs. 2.21 lakhs. 

2.4. The main justification for the dircet purchase of steel keys 
at a higher rate from firm 'A' was that the fabricator would have 
to arrange the raw material by h~mself from other than controlled 



sources and that Shc requirements of keys were most urgent and 
could'net be met &-om the notma1 sources of supply under the run- 
dng contracte with the Dlrecbr General, Supplies & Disposals owing 
to non-supply of raw materials. 

2.5. It may, however, be pointed out that the direct purchase a t  
higher rates was avoidable in view of the arrangements having 
already been ma& for the import of billets and partial restoration, 
by the end of 1970, to the Director General, Supplies & Disposals the 
special quota of steel billets from the steel plants, further, the sup 
ply position could have been improved by special e&rb made 
through the Director General, Supplies & Disposals (urriler whose 
running contracts substantial quantities were pending from the 
firm). 

2.6. The Railway Administration stated (October, 1972) that the 
s l t~ply  position of keys was extremely critical and the Railway pur- 
chased only 13 percent of the outstanding number of steel keys and 
i t  was also not considered necessary to consult the Director General, 
Supplies & Disposals as there was a complete failure in the supply of 
keys against orders already placed by him. They also stated that 
the cost of keys manufactured by using imported billets and supplied 
against the subsequent running contract of the Director General, 
Supplies & Disposals finalised in August, 1971 was Rs. 1.12 per key 
and if the Railway had waited for about a year they could have 
~aved  only 13 paise per key or about Rs. 39,000 at the most. 

3.7 The Railway Board further stated (January, 1973) that- 
( 1 )  as against the requirement of 2.300 tonnes of tested billets for 
manufacture of 31 69 lakhs keys. the firm recelved only 340 tonnes of 
tested billets upto November, 1970; (ii) they had been pursuing the 
question of supply of keys to meet urgent requirements in the quar- 
terly prdwtion schedule meetings held by the D. G. S. & D.; and 
( i i i )  the Railway Administration had also been directly chasing up 
the firms for the supply of the keys against the D.G.S. & D.'s orders 
eniorsing copies of these letters to the D .  G.  S. & D. They also 
explained that the D. G. S. & D. had entered into further contracts 
for a tow quantity of 101 lakhs of keys with imported billets at an 
average rate of Rs. 1.254 per key and, threfore, there was no signi- 
ficant loss to the Railways in having procured keys @ Rs. 1.25 per 
key. 

2.8. It may be stated that since the billets had already been pn>- 
cured by the RtriUwaye for issue to the fabricators subject to the 
difference between the cost of imported and indigenous billets being 



:borne by the Railways, a comparison with the price of keys fabrica- 
ted out of such imported billets Y1, m't-iropriate, Aftsr taking 
into account the bigher landed cast of impow billetacRs. 1,200 
against Rs. 659 per tonne for indigenous supply--the extra amount 
paid to the firm m k e d  out to Rs. 1.17 leWls computed on the basis of 
rate accepted in April, 1970. 

[Paragraph 15 of the Report of the Comptroller and Auditor 
General of India for the year 1971-72-Union Government 

(Railways)] 
29. Explaining the circumstances leading to direct purchase of 

Keys by the South Central Railway, the Chairman, Railway Board 
stated during evidence; "The position was that a t  the time when 
these purchases were authorised, the deliveries were not forthcoming 
from the suppliers because of the shortage of billets. The South 
Central Railway open line had, in 19W70, as against the require- 
ments of 25.8 lakhs of keys, received only 1.4 lakhs of keys and i n  
1970-71, as against 19.25 lakhs of requirements, they received 
no thing. 

In other words, in these two years, out of 44 lalchs of require- 
ments, they received barely 1.4 l a b .  For the entire Indian 
Railways as a whole, in these two years, from April, 1969 to Novem- 
ber, 1970, the total requirement of keys for which order was placed 
was for about 299 lakhs. Out of that the delivery has been only 
682 lakhs. For very emergent requirements, the Railways were 
permitted io place their limited orders. The South Central Railway 
placed an order for about 3.25 lakhs against a shortfall of nearly 43 
lakhs for works. Even emergent works were not fully covered. I t  
touched only the surface." 

2.10, The Committee desired to know the urgent works of the  
South Central Railway for which direct purchases were made. In 
a note, the Railway Board have intimated: "South Central Railwav's 
urgent requirements of mild s te l  keys was of the order of 25 lakhq 
comprising of the following: 

1. Track renewals including track cir- 
cuiting works . 10 lakhs 

2. Day to day maintenance and c d  
renewals , 10 lakhs 

3. Doubling nd conversion . . 5 lakhs 
However, for the purpolw of placing requlsftion for direct p~rcha=~ 



the requirement d 3.26 lakhs of keys were shown against the follow-- 
ing work: 

( I )  25- IIOS. . .  CTR work for 47.00 b. on Wrshah-K.npet 
section (W.P. lrem No. 92 of 7671 and s ~ ~ o o n  
NO. W. s0)$/2j of 3-6-68]. 

(2) 3mw a6s. . .  (i) lrnaopoo ap. for q ' R  work of 47.- b. oo Balk- 
rhah-Krupct ~ct ton (W.P. Item No. 92 of 70-71 
.nd unaim No. W. 5aqlC123 of 3-6-68). 

(ii) xpo#m nos. for CTR work of 37-053 kmr. on 
B.llmh.h--K.qpa wcuon (W.P. ttan No. 93 of 
70-71 md &ancoon No. W. 5aq/C/z7 of 21-7-69). 

(ui) ~,coaopoo nor. for CTR work on Purse-Sbolapur 
Kction for 36.77 h. (W. P. item No. I@ of p 7 t  
and Rly.,,Boord's suruon No. 7o[W6/RWTIE/69 of 
18-3-72). 

2.11. Asked whether keys directly procured were utilised on 
works for which they were planned originally, the Railway Board 
stated: ". . . . .  .there were many urgent requirements requiring a 
total 25 lakhs keys and within these requirements there were compet- 
Ing demands. As far as the requisition as such is concerned, 25,000. 
keys were used for the works listed (complete track renewal for 37 
Kms. on ;Ballarshah-Kadpet section) therein and the rest were used 
cn the other competing demands as follows:- 

Nos. 



2.12. During evidence the Cormittee enquired why the keya 
procured on emergent basis for certain works were not ~d on 
those works. The Chairman, Railway Board stated: "They had to 
choose from a very large number of urgent works. At the time of 
placing of the indent, they identified some of them. So it does not 
mean that the others were less urgent. They were in such a tight 
spot that they had to choose from a very large number of works and 
they chose some. When the keys were received, half of them were 
used on these works. The only additional work that came was 
Miraj-Kolhapur conversion project. I t  was in the emergency 
requirements list. But the opening date had to be brought forward; 
it was decided that they should open this conversion in April-May, 
1971. That is why about one lakh keys were diverted to that." 

2.13. In reply to a question the witness stated: "The emergency 
was building up from 1969-70. As against the requirements of 25.0 
lakhs, they got 1.4 lakhs (keys)." The Committee asked about the 
special steps taken by the South Central Railway to approach thc 
DGS&D for expediting supplies of Keys under the running cnn- 
tracts. In this connection the witness stated: "Our Railway OfRcrr 
who is doing liaison is there. The positions watched by the Rail- 
ways from time to time. They are in touch with regard to overall 
supply. These were contingent on supply of billets. In 1970-71 upto 
November 3.2 percent of the supplies were recci\.ed. That was t i l e  
state of affairs. There were manv items like this. South Centr.rl 
Railway's writmg hundreds of letters would not have changed tlic 

position. The bureaucratic wav of writing to them to keep tilc 
record straight is one thing. but that would not have changed t i l t .  
position." He added: "South Central Railway was writing to all of 
them. suppliers against whom orders were placed. They tndor.;~, '  
all these copies to the DGSbrD. They were chasing them and at  
the same time endorsing copies. What more can they do?" 

2.14. To another question the witness replied: "I think the Rail- 
way did very well. If I were in their position, I would have bccll 
forced to make an even higher purchase but, they did not do i t  T 
would imagine their situation in 1970-71 when their outstanding 1r.a; 
44 lakhs and they received only 1.4 iakhs. One may say that  thee. 
have not failed and have ected prudently." 

2.15. In regard to the position regarding supply of blllets to the 
manufacturing firm and supplies of keys made by the Arm during 
the relevant period, a representative of the DGSdrD deposed 
"Admittedly the WUet situatjon was samewhat bad. ke soon as the 
Steel Ministry abandoned completely our quota ~osnttime in 1969- 
fie Npply p i t i o n  of billets did not come up sumcidiy for another 



eight to nine months. Later they started coming.. . .Out of 31 lakhs 
and odd, 14 Iakhs and odd were meant for the South Central Rail- 
way. Out of this, even before the receipt of raw materials from the 
Steel Mills against the essentiality certificate, the firm started the 
supplies some time in September, 1970. They supplied about 85,000 
and followed it by another 42,000 before December, 1970. Bulk of 
the steel was rectived some time in DecemberJanuary. The steel 
received while quantitatively sufficient to manufacture the entire 
quantity i t  was not entirely tested quality. A major portion was of 
commercial quality. Further the sizes in which the billets were 
indented were not received and much higher sizes were released to  
the firm. The firm got into correspondence with the steel mills and 
certain changes in the subsequent supplies were made. The supply 
position between the crucial period, that is, by March, 1971 was some- 
thing like this. 

They supplied in September. 1970, 85.000 keys-all went to South 
Central Railway. Then, again in December they supplied about 0.4 
lakhs k e y s a l l  went to South Central Raliway. A bulk supply was 
made in March--6 lakhs and odd for the entire railways but, South 
Central Railway got 2.60 lakhs. The point at  issue was whether 
they could have completed the entire requirements of the South 
Central Railway during that period It may be stated that it w;rs 
not possible in the sense that they did not have the right quality of 
raw materials. If you see the performance of the firm right through, 
t h e y  had completed the rest of the contract for the supply after 
getting the right quality of billets subsequently. It had accounted 
for the entire quantity of billets and the fun quantity of 31 lakhs and 
odd had been supplied including the requirements of the South 
Central Railway." 

2.16. The Committee enquired whether it would have made some 
difference if the South Central Railway had written to DG%D 
much earlier in regard to their urgent requirements. To this the 
representative of the D G S D  replied: "I think i t  should have. Ttt 
would have been at the expense of some other consignee to the same 
extent in the sense that this firm was the only firm which had 
Started supplying in right earnest and a corresponding order placed 
On three other firms had not been kept up by them." The witness 
further stated: "In any case they came in with a request and we did 
help them by supplying them 5 lakhs of keys. In fact we got a letter 
thanking us for assisting them in this regard." 

2.17. The Committee d d r e d  to know why X S & D  permitted a 
~ ~ r ~ h p s e  by the South Central Railway from the flrm with 



whom they had a runnfng contract. The representative of the 
DGS&D stated: "The question as to how we allowed our fabricator 
to supply directly, I am afraid, we did not know about the direct 
order until it was placed." 

2.18. On this being pointed out by the Committee the Fillancia1 
C o m d d o n e r  for Railways stated: "We had written several letters 
on the subject, in September, 1969, in December, 1969, in March, 
1970, bringing out the lack of supplies from this particular Ann and 
sending a copy to the DGS&D, requesting them to do something 
about i t"  

2.19. In reply to a question why the D W D  were not informed 
about the direct purchase from the same firm, the witness stated: 
"Under the rules, the Ministry of Railways are entitled to make some 
minimum direct purchases from the open market. Under that dele- 
gation of powers, we made these direct purchases. It was a matter 
of urgency." He further added: "If the M3S&D thinks that any 
useful purpose will be served by intimating this kind of transaction 
to them, we shall do that. There is PO objection on our part to do 
so. We buy the minimum requirement in an emergency. If we keep 
on coordinating with the central agency, then the whole purpose 
of emergency will be lost." 

220. In this connection the representative of the DCS&D stated: 
"As he pointed out, they can buy emergency requirements. They 
have got the powers to do that. They do not have to consult us. 
But the problem in such a case is, when the suppliers are the same. 
if you place a direct order on them, it has a bearing on the existing 
orders with them. To that extent, there is some sort of jeopardy to 
a contract at a lower price. That may get delayed." 

2.21. The Committee asked whether it was a healthy practice to 
make direct purchases on higher rate from the supplier which had 
fafled to supply against X S & D  contract. To this the Financial 
Commissioner for Railways replied: "DGSdrD enters i~to rate con- 
tract for large quantities and it does happen that sometimes the 
contractors are unable to supply to ua the materials required on 
demand. Railways are put in  a very difficult predicament They 
bring it to the notice of the Company and DCSfkD. Then as an 
administrative Ministry, we authorhe a small portion of the things 
to be purchased from the market. I t  is also .tNe that at that t h e +  
the prices are a little higher than originally a& to according to 
the rate contract. The explanation W y  @van t that for h' 
m l l e r  quantities, the rate, are slightly higher than tbs bulk WP 
plies. Tht philocrophy behind entering into a rate contract i6 that 



by bulking the supplies, DGS&D gets cheaper prices. When they 
fail to satisfy our demand because certain market conditions pre- 
vail, we  are forced to buy at somewhat higher price than the rate 
con tract ." 

2.22. In reply to another question the witness stated: "in emergent 
purchases, there is always an element of extra cost. We would like' 
to buy on a priority basis and the fabricator will charge more. May 
be he diverts e u p p l i ~  from somebody else. But this is a feature, 
with which we have to live. But then it is a very small percentage. 
This problem keeps on coming every time." 

2.23. The Audit paragraph states that in view of the large re- 
quirements of steel billets for firms dn whom DGS&D had placed 
orders, 28,000 tonnes of steel billets were imported. Full quantity 
of steel billets was received by March, 1971, out of which only 1243 
tonnes could be issued to fabricators by November, 197L The Rail- 
way Board have intimated that the year-wise issue of imported 
billets are as indicated below: 

2 24. In a note the Dcpartmcnt of Supply have stated: "The dis- 
tribution of 28,000 tonnes of imported billets was made by Railwai. 
Board through the Central Railway. Only a quantity of 7.774.610 
M.T of imported billets was released against DGS&D's orders upto- 
date. The distribution of these billets to different fabricators against 
the DGS&D's contract; is shown in the statement below: 
Statentent af imported billets released bg Central Rai l~rav  against 
DCSB.D orders for fabricatian of track materials tn contracts 

concluded by the DGS&D. 

(Releases w e n  made initially on 31-12-71 against Bank Guaran- 
tees received from the fabricators/contract-hoMen). 
653 Ls-4. 



Firm's N m c  Despatches mdc by Railwqys Depots 
against the release advice issued by the 

DGSLD 

1.Rund~~nucrHeerP1Pll . . . ~ a )  464.200 

2. Ajrntn Iron Sr Steel . . . . (a) StO..120 

(b) po.ooo 

3. hsscciated Engg. Id. . . . 
4. Guiarat Iron 6( Steel . . . 
5.  HISCO . , . , . . 
6. h u ! e  . . . . . . 
7 .  GKW . . . . . . 

8 .  Su\iershirn Srecl . . . . 
9. S.E.W. . , . . . . 

Tlitd . . , , 

lo. Punjah Srccl Rolling .%lls . . . 

sm. 030 

258.000 

I g o . t a  

101.200 

~ 4 9 . 8 ~  

~ ~ . o c u  

256.030  

523 .165  

733.033 

332.334 

330' 000 

2 7 0 ' m o  

JZI'WJO 

5,;?4'6ro 

1W.W Under dc~-p~rch f r . ~  
Rfy Depot 

1 , 0 0 3  033 Do. 

Grand TOTPI . . . 7,774' 610 

2.25. On being asked about the reasons for long delay in the 
issues of imported billets, the Chairman, Railway h a r d  stated in 
evidence: 'That was an arrangement that had to be done in consul- 
tation wi!h the DGS&D and basically, the fabricator found it 
difRcult to provide money against the supply of bSIIcts becruse of 



the rates involved. When they got it from the JPC, they had a 
quick turnover. Here is a case where they had to take over a 
much larger stock; the problem was that they could not invest that 
much money in stocks. The only question there was the settlement 
of bank guarantee which had to be settled with them finally. Delay 
of course occurred in handing over all the stocks." 

2.26, In the same context the Financial Commissioner for Rail- 
ways said: 'This was one of the items which was lying in stores to 
which attention was d r a m  pointejlly. Since all our transactions 
in the matter of fabrication of keys etc. are carried out through the 
I)GS&D, really, i t  is in the hands of the DGS&D for his final 
disposal of billets." 

2.27. In reply to a question the witness stated: "We agree that 
the stock stored should have moved earlier, as it was said that it 
was urgently required." 

2.28. The Committee note that three orders w e n  pl.csd in 
December, 1970 and February, 1811 for supply of 3.25 lrLhs d steel 
Leys ( S m d  track fittings) by South Cantral m l w a ~  
tion at the rafC d Ib. 1.25 per b y  on a fjrm which h.d t.iled to 
make suppiiea against a running contract witb DGS&D for ~ P P W  
of 14.44 lakb keyu to tbe same Railway at & rate of lb. 8.57 per 
key. The i d h u e  of the Arm to supply against the nmning contract 
was attr ibnta to non-rseeipt of supplies of Wets at p r b s  lixed 
by Joint PIaat Committee and the additional payment of ILs. 0.68 
per key was jnstf&d on the ground that the firm would have to 
procure the MlleQ from opsn market. Whatever be the compelling 
rea-wns which might bave prompted tbe W w a y  Administration 
to go in for direet procurement of keys, the Committee ftnd no 
justileatkm whatsover for not having prior consultation with the 
DGS&D who had running contracts with the same firm. Tbe 
Committee are convinced that proper coordination with the M3SdcD 
would have enabled the Bailway Administration to tide over the 
temporary diflculdes k e d  by them for want of keys and e*a 
expenditure could have been avoided. They therefore desire that 
Mpodbili ty should be fixed for the lapso. 



respect of stores on ccmtract. The Committee consider that ody 
in excaptianal cases should such procuremant be rssorted to in 
consultation witb the DCZSBrD. They desire thrt suitable Enstntcthm 
in the matter -Id be h u e d  to all the indenting deprrtmspts 
forthwith. 

2.30. The Committee are also unhappy to aote that 28,edb t a e s  
of steel billets imported on an urgency basis and which ppsrs 
received In Indirr by March, 1971, have not yet been fully atfliwd. 
As at the end of February, 1974, 4,500 t o ~ n s d  of the bil- 
awaiting disposal. ~h~ Committee cannot but deprmte  tbe 1 6  
in&! up of remwces in this manner. 

Central Railway-Loss on prwurement of bearing platas due to 
non-adoption of drawings in metric unit& 

Audit Paragraph 

2.31. The metric system of weights and measures was introduced 
by stages from October, 1958 and finally on 1st December, 1967 the 
use of non-metric units was declared illegal. The Central Railway 
Administration placed an indent on Director General. Supplies & 
fisposals on 23m December, 1967, for procurement of 1.95,000 num- 
bers of bearing plates. the speclficatmns and drawings of: which were 
in non-metric units. While ~nviting tenders, the 'Dlreclor General 
Supplies L Disposa!~ amended these specifications to conform to 
metric units but drawings In the non-rnetr~c units were retained 
Cln the basis, a contract for the supply of bearing plates a t  the ratc 
cf Rs 4.19 each was awarded l o  firm 'A' m April, 1968. Since the 
firm falied to make supplies. the contract was cancelled in January.  
:969 at  their rlsk and cost. I n  April, 1969, fresh ordurs cunformmg 
tc the draw~ngs .n non-metric units were placed on sumthcr firm 'B' 
for supply of bearing plates ot thc ratc of Rs. 5.60 each, the a k a  
expenditure being recoverable from firm 'A'. 

2.32 In hlav. 1% the  Central Railway Administrat~nn suggebtcd 
to the Director General. Supp!ies & Msposals to substitute the nor:- 
metric drawings by metric drawings Metric drawings of tile b a r -  
ing plates were the equivalent contrrrainn of the inch unit drau4nss 
and there was no diflermce between thme two drawings exceptlnq 
the variation in dimensions due to rounding off to thp nearest flflrc 
Thc Director General, Supplier; & Dispornis, howevcr, did not agrw 
to the Railway's suggestion on the plea that tt was obligatory 
order stom to identical drawings in such caws of risk purchase 
h 'B' delivered only 16.104 nos. of bearing p l a h  and fiereafter 
failed to complete the supply even after grant of extensfons. In 



September, 1970, the order on this Arm for the balance quantity was 
cancelled at their risk and cost. 

2.33. Legal advice given in September-October, 1970 was that the 
contracts with both these flrms were void in law, since they stipu- 
lated supplies conforming to drawings in non-metric units, the usage 
of which had become illegal at  the time the contracts were awarded. 
Consequently, the enforcement of recovery of extra expenditure 
arising due to such risk purchases had to be given up and the balance 
quantity was ordered on flrm 'C' at  the rate of Rs. 7.50 each, after 
adopting drawings in metric units. This resulted in an additional 
expenditure of Rs. 6.65 lakhs and Hs. 350 lakhs computed on the 
basis of accepted rates of firm 'A' & 'B' respectively. 

2.34 The Railway Administration stated (August, 1972) that 
since this was a standard material required by Railways, the Direc- 
tor General, Supplies and Disposals who was dealing with indents 
from all the Railways for the same item could have substituted the 
non-metric drawings with the metric drawings, as he had done in 
other similar cases in consultation with the Railways. 

2.35. The Ministry of Supply stated (September, 1972) that the 
Dlrector General, Supplies & Disposals was acting only as an agent 
and it was for Railways to satisfy that the stores coeformed to r<- 
qulrements stipulated in the indents, further, the drawings in ncm 
metric units and metric units given by Central Railway were not  
  den tical and substitution straightaway by the Director General was 
not  possible. 

[Paragraph 17 of the Report of Comptroller &. Audltor General 
for the year 1971 -72-Union Government (Railways) 1. 

2.36. The Committee were informed that the Research, Designs 
& Standards Organisation had issued in October, 1964 metric draw- 
ings equivalent to the then existing inch unit drawings of bearing 
plates but this drawing [T 10141 (Adv)] was not referred to by the 
Railway while forwarding the indent to the DGS&D. During evi- 
dence the Committee enquired why did not the Central Railway 
submit the indents in metric drawings evpn in December, 1967. The 
Chairman, Railway b a r d  explained: "The Railway made a mistake 
in not specifying the metric drawings. It could have been detected 
at the time of placing the contract." 

2.37. Subsequently, In a written note. the Rai lwv Board stated: 
"The change aver from the FPS s n t e r n  to metric system invdved 
1-eW0n of a v q  larpe number of dra\vtngs. For track items alone 
the number of drawings to be revised was 1250. 



The revision of drawings in metric units is an extremely compli- 
cated work in as much as each part has to match with t&e other 
components of the assembly so that the assembly as a whole func- 
tions as an integral unit. For example, in the instant cme the bear- 
ing plate had to be used in conjunction with the rail, M. S. Keys, 
round spikes and the sleeper. 

Railways experienced considerable dlf3culty in changing over to 
metric units as there was the possibility that parts manufactured to 
metric units may not At the assembly which earlier had parts to 
FPS units." 

2.38. According to the Audit paragraph the Railway Administra- 
tion suggested only in May, 1969 to the DGSdrD just after the con- 
tract on firm 'B' at the risk and cost of firm 'A' was concluded in 
April, 1969, the desirability of substituting metric drawings for the 
non-metric drawings. To a question why did the Central Railway 
not adopt entirely metric units before May 1965 in terms of Bombay 
weights and Measures (Enforcement) Act, 1958, the Railway Bead 
have replied: "The Central Railway received the revised drawing 
for anti creep bearing plates in metric units to Drawing No. T 10141 
in 1965. But the revised specifications to metric units were published 
in May, 1967. Moreover the Railways faced practical &faculties in 
the switch-over to the materials in metric units." 

2.39. The Committee desired to know why the DCSdrD did not 
enzure that their contracts subsequent to April, 1058 were only in 
terms of metric units so that they did not become void in law. In 
a note on the subject, the Department of Supply have stated: "Under 
the Weights & Measures Act, 1956, the Metric System of weights and 
measures was introduced by the Government of India w.e.f. 1-10-58 
but this act was enforced by stages and finally by a Gazette Notifi- 
cxVon the use of non-metric units was declared illegal only from 
1-12-67. Therefore, the contracts in FPS units concluded between 
the period 1958 and 1967 were not void but valid contracts. In view 
n! the practical dimculties in switching over from FPS to Metric 
Units the Indenting Railways continued to send their indents for 
su~ply  of stores in FPS Units cvcn ilfter 1-12-87. The contract for 
thc  Bearing Plates in question was concluded in April, 1968 in FPS 
d! awing because the governing FPS drawing was in force a t  th:~! 
time and had not been superseded by the Metric 'Drg. by the RDSO. 
who is the authority issuing such drawings. That would go to ex- 
p i a i ~  why indents both to FPS drawing8 and the Metric Drgs. still 
continued to be received in the DGSdtD and the DGSdJ) was obligecf 
to procure the stores u indented by the Imhtor." 



2.40. During evidence the representative of the DGS&D m: 
"At the end of 1967, i t  was a transitional period for implementing 
the Bombay Weights & Measures (Enforcement) Act. We finally 
$ot the instructions from the Government of India in February. 
1969 to strictly follow the new i.e., Metric system and not to issue 
any tender enquiries in the earlier system, i.e., in FPS Units. 

So far as this indent is concerned, it gave the specification 
T-7/1955. It. also mentioned the drawing No. T-2155 which was in 
F'PS system. The specification T-7/1955 had been superseded by 
T-711987. These specifications are reviewed from time to time by 
RD60. Any modifications or revision to the specification is indi- 
cated by the year in which it is revised So, T-7/55 was revised to 
T-7/67. For making any changes in the drawings and specifications, 
we are guided by the quartely notifications issued by the RDSO. , 

I have before me here Bulletin No. 133 of July, 1967 which right 
on the &st page says: 

'Indian Railways standards and specifications newly issuerl, 
revised, cancelled and IS/BS/DGS&D gpecifications adopt 
ed for use of Indian Railways since Notilkation No. 132 
of April, lQ67. 

We have got to keep ourselves and the drawings and specifications 
Section in the DGSbJ) up-to-date with the help of these Bulletins. 

Now, this Bulletin made the previous specification obsolete. So, 
we had to go by the Spedflcation T-7/67. The specallcation T-7/55 
mentioned in the indent was amended by our inspecting officer to 
read as T-7/67. 

As far as the drawings are concerned, it is true that the Drawing 
No. y-10141 in metric system was in force on the day the Indent 
wab checked. It was issued in October, 1904. Till today, we have 
no information from the RDSO to say that the Drawing No. T-255 
has been superseded bv T-10141. In view of the fact that we got the 
instructions from the Government in February. 1969 to implement 
the Weights & Measures Act strictly and since both the drawings. 
so far as we are concerned, were current and. in fact, they are cur- 
rent even till today, we left the drawing No. T-255 intact in the 
Indent." 

2.41. The Chairman, Railway Board stated durlng evidence: "The 
specifhations and drawings were available in metric units. The 
Point i s  that the Railways made a mistake in giving it in FPS. But. 
in the early stages of the conversion in every case the DGS&D had 
been returning such things. In this case. for instance, they correct- 



eci the specifications to metric but the drawing was left es pan 
The Cornmlttee mked why did the M;S&D not consult the Railmy 
or the 'Railway Liaison Ofacer and alter drawing received from tbc 
Central Railway to conform to metric units even though in some 
cases such references had been made by DGS&D previously. h a 
note, the Department of Supply h a w  ststed: "The DGSPrD did not 
feel the necessity to consult the Railways or the Railway Liaison 
Officer so as to alter the FPS Drgs. received from the Central Rail- 
way to Metric Drawings, since both the drawings were in force. 
References to alter the FPS to Metric Drawings were being made 
by the Inspection Wing of the DGS&D only in cases where doubts 
arose as tx, the correct drawings that were current. In this case the 
Metric Drawing is not an exact conversion of the dimensions given 
in the FPS drawing. Also, the headings or rlescription on the draw. 
ings are not the same. Therefore, the Inspection Wing of the WS&D 
did not consider the two drawings in FPS and Metric Units to be 
identicaLw 

2.42. The Comimtbsa u e  d i  to learn that even though 
tb ar+ d noa-leaf(n was declared illegal with effect horn 1.121987 
by a guette notifleation isstled under the Weights and Measurea 
Act, 1958, eonhe t s  entered inta by DGS6D after this date stipu- 
late supplies conforming to drawing in the non-metric units. This 
hrs had the effect of renderiq the contracts void in law which 
could not be enforced against the defaulting parties. As a result 
ddithmal expenditare to the tune of several laths had had to be 
iaewred by tha DGSaD in procuring kvriap plates for the Central 
Baihmy. In tlre case under reference the Csntral W w a y  Admi- 
lristntion while placing an indent on DCS&D on 23rd Dsesmber, 
-7 for procurement of 1,95,006 numbers of b r i ng  plates failed 
to give tbe spaeiflcations and drawing in metric unik Thb L admit- 
tedly a s e h  lapee for whith tbe rasponsibWty should be b e d  
for wpmpriate pdshment  under ad vice^ to the Committee. 

2.43. It i surprising thst at tbe time of inviting tenders, the 
DGSeD amended tho spaciecationr to eaaform to metric units but 
allowed the drawings in t k  nonlastric uaits to remain uachmged. 
The masons &W for retaining tbe drawings tr non-metric units arc 
not at 8.U eoarbdng. T b  ms andoabtcdly a seriom ommbbn 
which calls for am explanation. The Committee desire that indivi- 
dual rcsponribility for tbk lapse mnp dm be fbred under advice to 
the Cammitta. 

X44. The Committac would like b brow wbcther there were 
rimillr I.pur in respect of &her eontmcts enterad into after 1st 
Oseclarber, 1967 urd, if so, tbe wtkm t.kap. 



Cattd &raQ Eartern and Southern Rdlways-Non-recovery of 
dvmms payments made to a f h  on proof of despatch of stores 

found dsfLcient on receipt 

Awlit Paragraph 
246, In paragraph 24 of Audit Report, Railways, 1969 it was 

mentioned that a sum of Rs. 44 thousand representing the estimated 
cost of deficiencies was due to be recovered from a h in Calcutta 
to whom 90 per cent advance payment of Rs. 83 thousand had been 
made, as the supplies of signal posts made were found incomplete 
on receipt by the consignee (Northern Railway). The Government 
informed the Public Accounts Committee in October and December, 
1970 that the matter was before the Arbitrator. On further enquiry, 
the Ministry of Supply stated in July, 1972 that the cases were still 
with the Government Counsel who had to Ale fresh application be- 
fore the Arbitrator for 'Substituted Service' and that the Arbitrator 
had issued order she+ ap some of the Directors of tbe firm. 

2.46. Further examination revealed that the same firm had ob- 
tained similar 90 per cent advance payments aggregating Rs. 5.59 
lakhs on the strength uf inspection ncptes and proof of despatch of 
stores to other consinees, viz.. Central, Southern and South Eastern 
Rallways against different orders placed by the Director General. 
Supplies & Disposals but on receipt, stores estimated to cost Rs 3 !+I 
lakhs were found to be deficient These cases ere mentioned below:- 
Cenhal Railway 

2.47. Based on the indents placed by Central Railway, the Direc- 
tor General, Supplies & Disposals concluded a contract with the firm 
in July, 1962 for supply of 99 signal brackets (channel type) 2 doll 
and 3 doll with signal fitting etc., at  a cost of Rs. 1.50 lakhs. The 
supply was to be completed by 31st December, 1962. The firm 
tendered the materials for inspection during the period fron: 15th 
November to 29th December, 1962 and these were passed by the 
Director of Inspection, Ministry of Supply. The firm obtained ad- 
vance payment amounting to Rs. 1.35 lakhs on the proof of inspec- 
tion and despatch of stores. The supplies were received at  the Stor(-s 
Depot, Bhus~val between 5th December. 1962 and 21st Janualy.  
1964. The Railway Administration found that a large number rf 
components were deficient and this was taken up first with [he 
firm in April, 1983. The Director General Supplies 8. Disposals and 
the Pay and Accounts Officer. Calcutta were also requested in Jul? 
and September, lw to withhold payment till t!wy were adt-ised 
of the receipt of all the components. The firm supplied certain com- 
ponents in -bet, 1969 and Jnnunry. 1964 and advised the Railway 
Administratian fn April, 1964 t ha t  their firm was being re-organised 



and they wculd complete the supplies shortly. Howevu; dn Jdy, 
1965 the firm advised the Director General, SuppUes dt Msporr~br 
that since they had got no workshop, the shortages could be made 
good by purchases elsewhere and the lcost of items short 8uppm 
deducted from their dues. In September, 1967 the Railway Adminfst- 
ration ultimately purchased the components a t  a total cost of h. 
1,29,544.30 after examining the feasibility of their manufacture in 
Railway workshops and consulting the Director General, SuppUes 
& Disposals and requested him in March, 1971 to prefer a claim fm 
this amount. The Director General, Supplies and Disposals had, 
however, informed the Adminis.ration in May and August, 1969 that 
the firm was no more in existence and the case had been referr& 
to Arbitration but added that even if the award was given in their 
favour the prospect a4 recovery appeared to be bleak. 
S W h  Eastetn Rclilwty 

2.48. Against four orders placed by the Director General SuppUes 
and Disposals on the same flrm between July, 1962 and April, 
1963 for the supply of 2 doll axui 3 doll signal brackets, lifting bar- 
riers, channel posts etc., to Scuth Eastern Railway, the Arm seeurd 
advance payments aggregating Rs. 3.20 lakhs during the period from 
August. 1962 to October. 1964 on the strength of inspection notes and 
proof of despatch of stores to the consignee. The supplies which 
were received in various consignments between 1962-63 and 1963- 
64 were found to be incomplete. In September, 1963, the Pay & Ac- 
counts Ofltcer. Calcutta was advlsed by the Railway Administration 
to withhold payment. The Director General, Supplies and Disposals 
howevet, granted extension of time to the Arm to make good the 
shortages and advisxl the Pay & Accounts Officer not to withhold 
payment. Out of total amount of Rs. 3.20 lakhs paid to the 
firm Rs. 87 thousand represented payment towards receipt 
of 20 sets which were complete. leaving a balance of 
Rt. 2.33 lakhs recoverable ii-GL:. :3c firm. Against this sum, the Pay 
and Accounts Officer could recover only Rs. 22 thwsand from other 
dues of t he  firm Thus a sum of Rs 2.11 lakhs was due to be recover- 
ed from the firm. The Director General, Supplies & Disposals. 
however, asked the firm in December, 1968 to deposit a sum of 
Rs 1 7 0  lakhs in respect of 3 out of the 4 orders but the amount 1s 

yet (December. 1972) to be rrcr.;ered 
2 49. IT? Augus!, 1971. *he D ~ r e  tor General. Supplles & Disposals 

~ n f ~ r r n ? ?  the P-ttlway Ad:n+nutration that the case was being Pro- 
cessed for Icwaery th~ough the Ccurt of L a w  after ascertaining the 
name and present address of the firm. He further advised in Feb- 
ruar v 1572 that the subject c ~ e s  referred to the court were dismissed 
on the plea that the correct address of the Arm was not h o w n  and 
that these cases had again been referred to the court for pubUcation 



Southern Railway 
2.50. Advance payment amountfag to Re. 1.04 lakha had 

made to the same firm on the proof of despatch and cettificate of 
inspection by Director of Inspection against two orders placed by 
the Director General, Supplies & Disposals in August, 1962 
and February, 1963 for supply of 31 numbers 2 doll and 33 
numbers 3 doll signal brackets to Southern Railway. The supplies 
which were received on difPerent dates between October, 1962 and 
May, 1963 were found to be deficient and the Arm was requested to 
make good the deficiencies but these have not been received so far. 
The total value of the deficient components had been assessed a t  
Rs. 53 thousand in respect of one of the two orders. The particulars 
of deficient components in respect of* the other order was furnished 
to the Director General, Supplies & Disposals in October 1966. The 
matter is still (December, 1972) un&r correspondence with the 
Dirqtor General, Supplies & Disposals and the connected files 
of the Railway Administration are stated to be with the special 
Police Establishment, Calcutta. 

[Paragraph 18 of the Report of the Comptroller and Auditor General 
for the year 1971-72 Union Government (Railways).] 

2.51. The Committee desired to know what type of inspection was 
carried out by DGSdLD before advance payment to the extent of 90 
per cent of the total cost was made to the Arm. A representative of 
thc DGS&D stated in evidence: "According to our coatract terms, 
when a store is inspected to see whether it is amrd ing  to tbe sped- 
fications, the inspector would advise the consignee and the purche  
officer and hand over the inspection note to the firm as well as send 
a copy to the accoun:~ office, under which that firm comes, firstly, 
for despatching the stores and claiming the bill by enclasing the 
rail\vay rece'pt ar.d a copy of the inspection note attached to it. In 
this rase, he draws 90 or 95 per cent. He claims the balance amount 
on ~cceipt e certifiatc from the consignee of having received the 
stores in fuli. iie reieases copies Xo. 2 and 5 of the inspection note. 
it comes to the firm and the firm, on the authority of the certificate. 
cla ms thc balance of payment." 

2.52. The witness added: "In this case this firm has been regis- 
teted with the Government, both with the railways as well as the 
DGS&I) since 1942 This contract relates to a period a decade ago. 
In retrospect when we see their performance, it was very satisfac- 
tory till this series oi alders were placed. Subsequently. apparently 
they went through a bad financial position and they asked for certain 
accommodation, which was given for a period of three months. In 
the meant'me, even the inspected g o d s  were not despatched 
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Ultimately, we had to chase them and the railways had to purchm 
the components of their own to make the system working." 

2.53. The Committee enquired whether all items of stores required 
to be supplied under the three agreements referred to in the Audit 
paragraph were actually presented for inspection and passed as con- 
forming to the specifications. In a note, the Railway B o a d  have 
stated: "All the items offered for inspection by M I S . .  . . . .against 
themseven orders (referred to in Audit para 18) were inspected and 
passed by the Inspection Authority as conforming to the relevant 
specification incorporated in the orders." 

2.54. During evidence the representative of the DGS&D stated: 
"There was no defect in the inspection note. I t  covered the full 
quantity. What happened was that the firm did not despatch the 
entire inspected quantity and claimed payment on the basis of the 
inspec tion note." 

2.55 The Committee asked when the mat~r ia ls  had been insyerted 
by the Director of Inspection, what were the reasons for suplies 
being deficient and incomplete and could not these deficiencies have 
been detected during inspection. In a note on the subject, the 
Department of Supply have stated: "l%e materials offered by the 
firm. inspect4 and passed by the Director of Inspection were corn- 
plete as per the orders. The stores would hove been rejected ~f 
these were deficient and incomplete as those could have been easilv 
cient and incomplete reported by the Railways was apparently due 
cinet and incomplete reported by the Railways was apparently due 
to the non-despatch of the components after inspection by the firm ' 

2.56. Asked whether DGSkD had ascertained the capability of 
the firm to manufacture the equipment before tendcrs were accepted 
the DCS&D stated: "All the seven orders were placed on the firm 
during July 196!2 to April 1963 At that time, the firm were reqs- 
tered as manufacturers and supplies of various items. In fact. thev 
were registered with the DGsD since 1943. Therefore, before pla- - 
ing the orders under reference, there was no neccss~ty to asccrtaln 
the capability of the firm to manufacture the equipment" 

2.57. In the case relating to South Eastern Railway although the 
Railway Administration asked the Pay and Accounts OfRcer. Cd- 
cutta to withhold payments to the Arm, the DGS&D &vised the 
Pay & Accounts W c e r  not to withhold the payment. G iv in~  
reasons for this order the representative of the DGS&D stated durlne 
evidence: "Looking back I can say that this action was incomct 
and inadve~tently done but t h e  circumstances leading to this a l p  

not on record as far  as record goes. What was mentioned was that 
there were records to show that the firm has been a good flppli0r i n  



the past and that they wanted a couple of months to reorganist 
themselves and supply them." 

2.58. As)led whether responsibilitit?s had been fixed for the lapse 
in this case, the witness stated: "It is very dif8cult because this 
case pertains to contracts of about a decade ago." He added: "This 
is one of the contracts which went astray. We place large number 
of contracts every year." 

2.59. As to the present position of the arbitration case, the 
Department of Supply have, in a note, stated: "Since the where- 
abouts of the firm were not available, notice for attending the arbi- 
tration could not be served on the fwm. A notice has been published 
in the Hindustan Times dated 12-12-1973 for appearance of the Arm 
or its Director within 4 months." 

2.60. In another note, the Department of Supply have intimated: 
"The Special Poiice Establishment, Calcutta have intimated that 
the prosecution case has since been closed. Now the case is pending 
for examination of the accused by the Court, Brguments and 
judgement." 

2.61. A case of non-recovery of fhe value of deficieaces in the 
supply o f  signal stores to be made by a firm to the Northern Railway 
was brought to tbe notice of the Committee earlier The firm had, 
however. omRined advance payment rbspreaenting 98 per cent of 
the value of the entire supplim to be made. The Committee are sur- 
prised to find that the same firm had obtained payments on the 
strength of invpection note$ hut did not supply the materials corn- 
pletely in respect of as  many as 7 orders placed by various zonal 
raihags. The value of deficicneies is & h a t e d  at  Rg. 3 , s  lakhs. 
According to the Railway Board the fin- had offered all the items 
for in<pection but did not despatch Che entire quantity after inspec- 
tion. The present whtreabouts of the firm a n  not known and the 
noticp far ottendinq the erhitreHm conld not be served on it. A 
prwccuiion also appears to have been launched in this case. Accord- 
ing to the Special Police E~tablishment, the prosecution case has 
sinrc bean closed and it b ~ c n d i n g  for examinatio~ of the a d  
h~ the court The Committee would like to know the furtber deve- 
lopmcata. 

2.62. Arising out of this unfortunate case are the following pro- 
cedural lacunae: 

( i )  Tbe Arm in question is stated to have been re&tered dtb 
the Government. both with the Railways and the DSG&D, 
since 1842. Tbc relevant orders were placed on the ftm 



about two decades later. The C d t t e e  are, therefore, 
unable to agree that there was no necessity to ascwtda 
the capacity of the firm to manufacture the equipment at 
the time of placing the orders. According to them it is 
not correct to assume that a certification of the capacity 
of the tinn once done will hold good for all times. A 
system of periodical verification, say once in five years, 
appears called for in view of the unpleasant experience 
in this ase. 

(3) In this case it is claimed that the entire qaantfty to be 
s u p p k i  was inspected by the Inspection Authority. It 
is,. bowever, not clear how, having not despatched the 
stares in fall, the firm could obtain advance payment 
merely on the b w  of the inspectim notes. The Com- 
mittee presume that the firm was required to produce r 
proof of despatch also. The matter may, therefore, be 
gone into for appropriate action. 

(iii) This case points to the necessity of ensuring that the 
stores inspected are in fact despatched. The DCS6D 
should, therefore, immediately address themwlves to this 
question in order to lay down a suitable procedure. This 
is ne-y because the possibility of the ttrm tendering 
for inspection the same quantity aj#n and again cannot 
be ruled out. 

263. Tbe Committee fiad that needless solicitude was shown to 
tbi? by the DGS&D. For example the Pay & Accounts Officer. 
who was advised by the South Eastern Railway Administration to 
withhold payment to thb EhPr ia September, 1)(13. was asked by the 
DCS&D not to withhold paymeat. Tbe DGSaD instead granted 
ertondaa of time to the Einn to make g a d  the JarClpsa UItimai- 
ly, h o m e r ,  neither the shortages were made good by the firm nor 
c& the )all rseovsrg be made from the Ann. The DCSdrD's con- 
duet .pputa di l l ld t  to understand. On the b u i a  of thc evidence 
t e n d e d  before them the Commitice cannot bat condemn his action. 
The Committee would, tberefon, like Government to invortigate 
whether &re was any mala fide intention. 



WORKS EXPENDITURE 
South Central Railway-Extra payment to a contractor due to 

incorrect fixation of rate 
Audit Paragraph 

3.1. In January, 1966 a contract valued at  Rs. 68.68 lakhs was 
awarded for the construction of a multistoreyed building at Secun- 
derabad for the Headquarters omces of South Railway. One of the 
.tern related to R.C.C. work 1:2:4 with broken stone to pass through 
1.91 c n  dh. ring in columns, lintels, be& etc., including & u t t e ~  
Ing and staging with Railway's steel for reinforcement. The accept- 
ed rate for this item of work was Rs. 79.45 increased by 99.95 per 
cent (i.e. Rs. 158.86) per cu. m.  The special specifications attached 
to the agreement provided mter-aka, that all concrete used in R.C.C. 
work should conform to the requirements of strength prescribed for 
:!I 250 concrete in Indian Standards Specifications. If the concrete 
did not come up to the requirements of prescribed strength, the 
:?medial measures as prescribed by the Engineer would be adopted 
by the contractor at  his cost. 

3.2. While the work was in progress, the Administration decided 
to change the R.C.C. mix for beams from 1:2:4 to 1:1$:3, as the 
former mix would not give the strength prescribed for M.250 con- 
crete, and also for reasons of easy workability soupled with better 
compaction and vibration to the degree required and serious practib 
ca! difficulties stated to have been encountered in pouring concrete 
tluc to congestion of heavy reinforcement. Since the rate for R.C.C. 
work in beams in the ratio 1.143 had not been given In !he Stazdard 
ScheJuie of Rates of the Central Railway, 1964 which was appli- 
cable to this cane. the Administration sanctioned it as a non-sche- 
(fuled item in March, 1989, working out a new rate from the fund* 
rnentals adopting the prevailing market rates for the entire labour 
artd material involved in the item. By this method of computation, 
n new rate of Rs. 283.17 per cu. m, was arrived a t  for making pay- 
ment to the contractor, instead of allowing only reasonable increases 
to cover the element of cost of adchtional material and labour over 
the accepted rate of Rs. 158.86 per cu. m. for R.C.C. work in beams 
'vith 1:2:4 mix. Such a fixation, baked on the ~mvailirig market 
rates, resulted in an extra payment of Rs. 3.10 lakhs to the contrac- 
tor. 



3.3. Also the actual sanction issued in March, 1989 for the o m -  
tion of the new nonwheduled item of R.C.C. work 1:lt:3 in beams 
dld not specify either the required strength or  any change in the 
method of compaction. 

3.4. The Administration stated (December, 1972) that in accord- 
ance with the General Conditions of Contract, the rqte for any item 
of work not contained in the Standard Schedule of Rates, should be 
agreed upon between the Engineer and the Contractor before exscu- 
tion of such items of work and accordingly, the rate was deter- 
on the basis of prevailing market rates, which was the correct 
method of computation and which was also the prevailing practice 
in other Government Departments. 

[Paragraph 24 of the Report of the Comptroller and Auditor General 
of India for the year 1971-72-Union Government (Railways)]. 

3.5. Giving reasons for changing the R.C.C. mix for beams from 
1:2:4 to 1:1.):3, the Railway Board have, in a note, stated: "The 
structural drawings prepared by R.D.S.O. provided for vibrated con- 
trolled concrete to conform to XI250 strength. During the construc- 
tion i t  became evident through the testing procedures that this 
strength ccuM not be achieved w t h  the I:2:4 vibrated concrete as 
ordinarily used. Hence the agpegate composition and water. 
cement ratios had to be changed to realise the workgbihty required 
for ach-eving tile requlred strength In accordance with the nature 
and ii stributicn of the re~nfnrcernent in various sections. In the 
case of other structural elements (such as beams) and junction, 
according to their stress and location cwndlttnns and steel content. 
the mix had alw to be changed for achieving the workability neces- 
s a T  for the strength criteria." 

3 6. The Committee drew attentmn to the Audit observation that 
the actual sanction lssued in March, 1969 for the o w a t i o n  of thr  
new non-xncdukd item of R.C.C. w o r k  1:1iq3 in beams did nur 

specify either the required strength or any change in the method 
of compaction. As to the reawns why this was not done, the RaJ- 
way Board have slated: "In thr sanction ~t was nut neressttry t i  
q e c ~ f y  the strength or the method of compaction because the 
working drawmgs and speelal specifications clearly spocfficd that 
concrete work should mnform to M.250 strength including the 
method of compaction." 

3.7. During evidenct the  Committee i ~ s k ~ d  about the reasons for 
allauving enhanced rat& to the contractor in spite of the fact that 



the special spedficatlon of work at-d to the tender pmvidsd 
that all concrete med should conform to the requirement of strength 
prescribed for M.250. In this connection the Chairman, Railway 
Board stated: "The schedule of ratm provided,only for ordinary 
concrete. Controlled concrete is a totally different thing. W b  
the drawings etc. were prepared originally, it was d o ~ e  on the basis 
of largely the architectural drawings and specifications and even 
the RDSO and the South Central Railway at that time did not have 
suBcient experience of concrete framed/structure. They were used 
to steel frame structure, which they have been using in their 
designs. Here, it was decided that we should go in for concrete 
frame structure. The question was, whether they should have wait 
ed for another two years till all the designs and drawings were 
based on the concrete frame structure. If controlled concrete is 
d, then it becomes a totally different kettle of fish Then, the 
variation in the rate is immaterial." 

3.8. The Committee pointed out that so long as the strength of 
the end product was only M.250 any change in the mix of the RC.C. 
should not have given rise to the question of increase in rates. To 
this, the Chairman, Railway Board replied: '?In fact, they ahould 
not have specified the mix at all. They should not have specified 
the mix at 1:2:4 or at 1:1+:3. The correct thing would have been 
merel): to specify the s b x @  and ~ 8 9  that you design the mix 
according to the reinforcement available and the size of the section. 
This was the correct thing to say." 

3.9. He added: "In this design, things varied so much that wen 
with 1:2:4, they got very high concentration of steel in certain places, 
in certain numbers and so on. That, unfortunately was the mia- 
take on thcfr part. This was a mistake in having s@hd  &e mix 
and the mntroned concrete design ehmgth" 

3.10. The Comxnfttae ruh;ed whether in terms of the coaditions 04 
agreexneat, the contractor COUM not be asked to do the work with 
the revired ratio ud mix at the nrks. In tbds coMcction the 
chahm, w w 8 y  Boud stated: "The! contractor ha3 ctrricd out 
work at romc ad hoc rate. It was open to hlm to have said 'I un 
compIeting the wort; I an sorry. You can decide whatever you 
like'." 



eth l:2:4 mix was found impossible to be achieved in heavily 
raindorced beam sections during the m u m  of execution. Accor- 
dingly, 1:lM m'&t concrete for beams, which was not included in 
the schedule to the agreement had to be resorted to and non- 
schedule rate was accoldingly worked out in terms of the above 
CLOuse." 

3.12. The Committee were given to understand that R.C.C. work 
in 1:1+:3 mix was started by the contractor in May, lB66 but the 
new rate wG sanctioned in 1969. Asked whether the market rate 
adopted for computation of new rate related to 1966 or 1969, the 
Railway Board stated: "It is oomct that RCC work h 1:li:3 mix 
in beams was started in May, 1966. The non~schedule rate Anali- 
sed in March, 1969 corresponds to the market rate prevailing in 
1968. 

3.13. As to the reasons why the market rates of 1966 were taken 
into consideration In arriving at the "new rafe, the Chairman, Rail- 
way Board stated: "The thing is that the rates were again settled. 
How do we ascertain the market rates of an earlier year? When 
we indicate the market rates, these are the prevailing rates. i.e.. 
the prevailing competitive market rates." 

3.14 In reply to a question the witnew stated: "The period of 
1988 was the mean period. when it w ~ s  decided and the prevailing 
market rates were obtained by quotation." 

3.15. He further added: 'To be exact, on the materials like 
ballast and the sand and the scantlings and so on, they were based 
on the quotations that were received in March, 1987. It was only 
the labour rate that was taken as for 1988." 



i:14:3 had not been given in the achedale of rates rpplicaMs to 
this ease. This L ratbar strange. Tbe new rate 1Br.d as a non- 
scheduled ibm was much bigher than the rate originally bed for 
kt4 mix and involved extra payment of b. 3.10 la& to tha cun- 
-tor. The Ch.innon ILailway Board admitted during evidence 
that the rpecifiution of BCC mix of 1:2:4 and its subsequent alterrr- 
ttoa to k1+:8 was a mistake for which the Committes require res- 
ponsibility should be bed, for appropriate action including penal 
recovery under inthation to them. 

3.17. It is fmtbsr seen with great distress that while the BCC 
work 313 1:1+:3 mix was started by the contractor m May, 1966, 
the new non-scheduled rate for this work was h a b e d  h W, 
1969 and it corresponded to the market rate prevailing in 1W which 
gave additional bendt to the contractor at Kailway's expense. The 
Committee fail to understand the legality of the hation of a rat. 
in 1968 on the basis of the prices prevailing in 1968 for a work 
started in 1966. This question should therefore, be examined in 
consultation with the Ministry of Law so that the Bailways are not 
unnecessarily reqaired to incur extra erptoditure and to also as- 
certain whether there has been malpractice in tbis case. 

Western Bailway-Extra expenditare on earthwork-Rota 
Alania Doubling 

Audit Paragraph. 

&18, In connection with the doubling of track between Kota 
and Alania (20.6 kma) sanctioned m April, 1969, the Railway Admi- 
nistration invited tenders for earthwork in banks, cuttings in main 
lines, y axdo, level crossings, epproach roads, platforms etc., from 
Kms. $09.50 to 918.20 on 10th June. 1969, returnable on 30th August, 
1969 and accepted the lowest tender valued at &. 9.79 Lakhs (ex- 
cludmg one i t ~  for which the rate quoted was 96 per cent above 
the Schedule of Rats )  on 20th November, 1969. The contract 
agreement was executed on 19th January, 1m0. 

3.19. Evan before this tender Analiaed, the Railway Board 
isrusW a g.nsral M v e  on 9th September, 1969, that while desig- 
ning bridgiesr in anwction with doubling rchemes, all edorts should 
bC. mrds to pFavi& adequab free board under the ncw bridges 

ot whether adequate free board was available or 
no2 "tier the misting Wdg- a d  hirthcr reiter&ti?d on 
4 ~ r N ~ k , . 1 9 d 0  that the Raibays we* to prooide best 
-hkeal salutiw.m their own. This directim - 
mnti Ibf tbC ~ f a m  of aatbftrork cowbred 'by the'ahve tender 



a 
but the Railway Administration did not modify or provide for ruch 
variations, which awarding the work on 20th ~ o v e r n b e t  1969 on ttre 
basis of tenders already invited and opened on 30th August, 1W. 

3.20. The change in the alignment in the sectiwl to provlde for 
adequate free board was finalised in August, 1970 after detailed 
field jnvestigatfon and it was then known that an additional quantity 
of 80,000 cum. of earth-work with contractor's own earth would be 
required. On 6th March, 1971, a supplementary work order requir- 
ing the contractor tq execute the additional quantity of earthwork 
at the original accepted rate was presented for the signature of the 
contractor; but he expressed Ills inability to execute the work and 
demanded higher rates. The Railway Administration thereafter 
negotiated with the contractor and finally executed a supplementary 
work order with the contractor ~n May, 1971 for the additional quan- 
tity of earthwork at the rate of !is. 10.50 per cam., as against the 
original rate of Rs. 5.47 per cu.m . resulting in an extra expenditure 
of Rs. 4 lakhs. 

321. In the same project. s~mllar tenders for earthwork in the 
section from Kms. 897.60 to 909.50 had been or~ginally opened on 
30th August, 1969, but were rejected and fresh open tenders, return- 
able on 15th December, 1969 were invited on 17th November, 1969. 
The Iowest tender valued at Rs. $1.18 l a b  was accepted on 20th 
February, 1970 and the contract agreement was executed on 14th 
April, 1970. In this case also. no increases were provided fw 
changes in quantities of earthwork necessary for adequate free 
board under new bridges, though the tenders had been opened OB 
15th December, laj9 i.e., tkuw months after the issued of the dfrec- 
tive by the Railway Board. After subsequent &terminah in 
August, 1970 of t& additional quantum of eorthwOrL as 14,630 cum. 
the contractor pmterted on 25th August, 1971, agrfast the en& 
meat and requested for an upward rnrglon of tbe rate. Negotip 
tiws were conducted with him and a bfebrr mh of b. 10.50 per 
cum. aa a@mt the original rate of Ib, 5.98 per cum. w u  eccepM 
by the Admfnistntion on 29rd October, 1971. W rstulbd fn an 
extra cxpmdtkue d Rs. 0.69 lakb. 

3.22. In both tbe cuer the amtract *grsanentr s t ipub td  that 
theq~~~ut t r r ibrwn&tbsrhulu le !sof~t io~- f r t fve  
mdtbeBdlrnyrararrrbdtbrrlghttofaaeusorcGwrsrwtbsqurP. 
t i * t o ~ t b e d & t h t ~ W a u l d b e W  to 
c a r r g o u t t b 6 ~ . 1 r # t ~ k ) q u 0 W b g c h s m . ~ ~ ~  
rol Coaditioau of Caatirt rb6 pPvfQd for mkbg ~ l y  dm- 
in tfsb rfd411. &mctw* pattba, d* ~rurrtitiu, *:',_-= = 
thsmsthdlofaaattioadnorltr. &dlw8yBoerd's-- 
t i o n ~ o n b t h ~ y , ~ , i n ~ t r t b a ~ t t w l l l a i r t r p  4 



Law, envisaged that such variations between 15 per cent and 25 
per cent depending on the nature of the particular category of 
work, would not be unreasonable. If the aUtiona1 quantities, of 
earthwork had been got executed at the original ratea upto the 
pt?rmissible limit of 25 per cent, the eqtra expenditure could have 
been reduced by Rs. 2.46 lakhs. 
[Paragraph 26 of the Report of the Comptroller and Auditor Gene- 
ral of Ih& far the year 1971-72-Union Government (Railways).] 

3.23. The Audit paragraph states that the Railway Board issued 
a general directive on 9th September, 1969 that while designing 
bridges in connection with doubling schemes, all effofiS should be 
made to provide adequate free board under the new bridges irres- 
pective of whether free board was available or not under the exist- 
~ n g  bridges and further reiterated on 4th November, 1969 that the 
Railways were to pmvide best technical solutions on their o m .  
In the two cases referred to in the Audit paragraph the tenders for 
works were finalised and contract agreements were executed much 
after the issue of above directive by the Railway Board. The Corn- 
mittee desired to know whether i t  was not possible to cancel these 
tenders and invite fresh tenders for the revised works after finalis- 
mg the necessary details regarding provision of free board under 
the new bridges. The Chairman, Railway Board stated in evidence: 
"Cancellation of the tender would have first of al l  involved delay 
in the e x e c u h  of the rest of the work that was not affected. 
Secondly, the general experience is that when you call for tenders 
later, the prices go up. It was thought better to stick on to the 
tender leaving out that portion of the work where realignment 
was to be provided. Before the question came up of these sectiom 
they had completed 73 per cent of tbe work at that contract rate. 
The partiop left ovtr was 12 per cent in one case and 27 per cent 
in another cut. 

3.24. When this question came up, the pmcemar of flxing the 
tender had a h d y  been gane through It was found that the num- 
ber of place6 where! this had to be changed was not widespread, 
but eontined to certain areas." 

325. In lPply to a question whether frtsh tenders were not in- 
vited only bscrrwe it was antfdpeted that coart might have gone up, 
the witaeas ~tatcd: VmtaWy tbat was the ream= Wherever 
then wm change, tbe contractor was able to go ahead with the 
work" 

S.S. Tk w t t ~ s  potnted out that the e o n  of 
quab h.o undas tbt brMgcrs to be ~~ m u  haw 



changed the qu~ntides of earth-work, the R r f l ~  -won 
ought to have modiAed the quanfftles or pmvfdd Ebr twhw in 
the relevant contract agreements. in this c~nn@ffon, the Chrlnnur, 
Railway Board stated: "It would have been rfsikg. dl our part ib 
have done k on guess work in the sense that the survq~ar had not 
been completed for the free board. Su~~os fng  the sutrvr?y Was 
done and i t  was less by 25 per cent, the contractor would clrim 
that we should give him 25 per cent and he would go to the arbitra- 
tion. I am only trying to recapitulate the circumstances which 
must have exercised the minds of the people who decided this. We 
do not want to provide a chance for arbitration for the contractor. 
Had we got fresh tenders excluding these portions, the general 
experience is that the prices would have gone up." 

3.27. In a written note on the subject, the Railway Board have 
explained: "It was not possible to alter the quantities a t  that 
stage as the magnitude of the variation in quantities was not 
known. The contract provides for reasonable variation in quanti- 
ties. Para 42 of the General Conditions of Contract which governs 
these variations is reproduced below: 

Potoet of modijications to contract. 

42. (1) The Engineer on behalf of the Railway shall be enti- 
tled by order in writing to enlarge or extend, diminish 
or reduce the works or make any alterations in their 
design, character, position, site, quantities, dimensions, 
or in the method of their execution or in the combi- 
nation and use of materials for the execution thereof d 
to order any additional works to be done or any works 
not to be done and, save as provided in sub-chue (2) 
of this clause. the contractor will not be entitled to any 
compensation for my reductions but will bie paid only for 
the actual amount of work done and for approved mate 
rials furnished against a specific order. 

(2) The eganab, e*m, dirnlaltions, reductions, 
alterations or addftfons referred to in sub-chum (1) of 
this clause shell in no degree affect the validity of the 
con- krt sbali be perfarwwl by tb. can- as 
~ ~ r s l a u I c t t b s ~ ~ t O t h l r o v c a o d l t t o n r ,  



tttpUtrthS and obUgati4nr as if they had h origtnal- 
ly and exWSdrly included and provided for in the speci- 
ih~tioadl and drawings and the amounts to be paid thereof 
ahall be calculated in accordance with the accepted 
schedule of rates and for extra items of works at the 
ratm determined under clause 39 of these conditions; 
provided that if the nature of amount d any variation 
relative to the nature of amount of the whoh of the worh 
or to any part thereof shall be such that in the opinion 
of the Engineer the rate for any item in the accepted 
schedule of rates is by reason of such variation rendered 
unreasonable or inapplicable, the Engineer shall fix such 
other rate as in the circumstances he shall consider 
reasonable and proper. , 

It will be noted that the contarctor is obliged to carry mt work 
for the increased quantities only if they do not result in rendering 
t h e  rate unreasonable or inapplicable. In the present case the 
increase in quantities was 47 per cent in one contract and 55 per 
cent in the other. The lead and lift involved in the earthwork had 
changed and the contractor had to pay a higher price for earth 
which he had to excavate and lead from a long distance. It was, 
therefore, obligatory in terms of the conditions of the contract to 
fix a fresh rate for the mcreased quantities.' 

3.28. The Committee desired to now whether the Railway Board 
had considered at any stage the need for specifying in the contracts 
the percentages up to which quantities can be varied and accepted 
rates would prevail. The Railway Board in a note stated: "Clause 
No. 42 of the General Conditions of Contract deals with variations 
in quantities. However, this does not specify any percentage or 
hmit upto which variations can be effected at the executed rates 
of thc qreament. Administrative instructions as pqr letter NO. 
631W21CT/14 dated 6.5.63 have been issued b the Railways indi- 
catmg the renannnbk extent of variations. The possibilftp of dxbg 
up a uniform limit pvceatege vsrfatlons at the executed rates 
of the agreement WM considered by the Board but it was found that 
due  to the vqrfne nature and type of works executed it Was not 
possiblt fht my mfk percentage of permissible variations. 
Spedfic UmlQ & WrMa in quantities may however be atipulatcd 
1" indiv- s o a m  by the M w a y  and in fact som@ of the 
R a i h w ~  arc, p~ 

< i 



3.29. The Committee enquired why in view of the spedflc pro- 
vision for variations in quantities of work in the General Conditions 
of Contracts, did not the Western Railway prevail upon the con- 
tractor to do the additional earthwork at least to the extent of 25 
per cent. In a note, the Railway Board have stated: "The nature 
of work had changed and the variation in quantities was abnormal 
and in terms of the conditions of contract, the contractors were 
entitled to have a fresh rate. However, the Western Railway did 
make an effort to persuade the contractors to carry out the increa- 
sed quantities a t  the contract rates. Supplementary work orders 
were prepared and given to the contractors for their acceptance. 
They refused to sign them and one of them threatened to go to the 
court of law to seek remedy. Since the Railways were not entitled 
according to the Conditions of Contract to get the work executed 
from the contractors for the additional quantities at  the original 
rates, the matter could not be pursued further." 

3.30. In regard to Axation of rates for additional work or sub- 
stitute work a representative of the CPWD informed the Committee 
during evidence: 'We have a provision for deriving rates for 
additional work or substitute work and these rates are Bxed in 
accordance with the clauses specified therein The &st alternative 
for working out the rate Is to derive the rate from the rates already 
existing in the agreement. If this is not possible, then we refer to 
the schedule of rates and over that scheduled rate a certain pep 
centage of enhancement as per the accepted contract is charged." 

3.31. In reply to a question the witness clarified: "Three or 
four alternatives are specified in the agreement and they have to 
be operated in the order of the stipulation. We have got all the 
items in the ached& of rates and whichever is applicable is 
opaoted." 
7 

3.32. Aa to the pmvisLon in the agreements about the extent of 
deviations from the rrpedfIed limib, the witnef~8 state& ''The 
deviation Umit which we specify is dependent on the nature of the 
work to be executed and that is left to the dbtetim of the autho- 
rity who glvw technical metion for particular corrtr~ct. He has. 
at that rtyy, to rpedty what the dcviatlon lfmft applicatde t, the 
contract 'lllOUld be." 



mined and that the Railway Bcpd  was adtrfsdd in February 1972 
to re-examine the relevant provisions of the General Conditions 
of Contract in the light of the position in the C.P.WD. 

3.34. It is regrettable that inspite d a general directive b e d  
by the Bailway Board on 9th September, 1969 which was reiterated 
on 4th November, 1969, in regard to provkion of adeqmte free 
board under the new bridges, the Western Bailway failed to take 
note of it while finalising two contracts relating to earthwork on 
Kota-Alnia doubling w& Even though the tenders for these 
works were opened on 30th August, 1969, the contract for the work 
was awarded in the first case on 20th November, 1969 and o d y  on 
the 20th February, 1970 in the second case. Further, since b e  
Railway Board directive involved reassessment of the quantum ot 
earthwork it was only reasonable that the %ilway Administration 
should have either reassessed the quantity of earthwork or provi- 
ded for such variations in the contracts. Leaving a loophole cost 
the public exchequer an additional expenditure of the order of 
Rs. 4.65 Idrhs. Tbe reasons given by the Railway Board for not 
doing so are (i) cancellation of tenders already finPllsed and invit- 
ing new tenders would have delayed the work, and (ii) the invita- 
tion of new tenders wodd have pusbed up the cost. T b  Cosnmittce 
are far from eondnccd by these erplanaths.  Since in any ease 
the quantum of ~ W O &  b d  to be in the Zigbt of 
the geaeral directive op the subject, wth rerraresgaent s h d d  have 
more appmprlPtsly been done before hjlising the contracts parti- 
calnrly when them was time to do so. The Committee trust the 
BpihRpy AmnirriStmtIon wie  have h t  lamon from this c ~ @ Y  
I .p se  and will be careful in futare not to Mtter a m g  
m o m y t l b t h k  Furtber,rsrpoorIbMty.haild b f b r e d f o P *  
lrpm fn t& tam for appropriate action under edv6ce to the Cam- 
mi ttee. 

3.ss.Tbepuyr*ph.Isohigbligbb.dnwb8&inthegeIml 
condItJonr of conQKts on w w a y s  in that the pucsn- or limit 
ppt. v.dr- Pn w d t y  em be tfktd at the rites q M -  
e d i n ~ t s l d a r r e n o t c l s u l y r p s l t o a t i a t h e . g n e m s n Q ~  
k r t b e C s r t r r t W o r L b e ~ t . T b e ~ - i o t @ " - '  
by A W t b r t t b l s ~ e r r m i ~ b r o o g b t b b e t b e n d i c s d * ~  
w l b n d i n ~ ~ i ~ b a t ~ ~ ~ h r r b s a n ~ t b c a b  
o a . T h i s t r I b t o r 8 a ~ t i a P . T h e C o m a J t b e d ~ t b J = -  
paarildirtJ &add k f b d  mrder advice to tbem. T h e ' C - d w  
C p r U p r ~ t U ~ B . t t ~ f ~ ~ ~  -wd* 
t k ~ ~ 1 0 1 ; . 6 ~ 0 1 ~ b t b b e d D . l 1 9 . f l ~ y r - *  
fh )Mbbs htbweil by tbe C.P.W.D. b rsprl b -1: 



far addithad wmrk .hoPld abo be sttrdisd for adqti011 with ad- 
vantage by fbq BrStwyrl 

South Central bC.ilway-Extra payment to a firm under Wage 
kstlator'  c law of a contract 

Audit Paragruph 

3.36. A CfXltract d U e d  a t  RS. 420.86 I&hs for fabrication, 
supply and erection of steel girders for the rail-cum-rmd bridge 
across river Godavari at Rajahmunrdy was awarded to aArm in 
D d r ,  1967 and an agreement executed on 30th March, 1971. 
The contract provided that on the basis of approved drawinge, the 
contrator should by himself assess and procure all raw steel (high 
tensile and mi41 steel), matching steel, rivets and other steel 
materials required for the work and ensure delivery of fabricated 
steel work on a joint monthly average rate of not less than 1,008 
tomes in order to complete all work under the contract by the 
end of March, 1971. The actual date of commencement of fabrica- 
tion and the period of fabrication and erection, though principally 
governed by the availability of steel, depended upon the finalis- 
tion and handtag over of design drawings and complete technical 
data by the Railway, approval of the shop woring drawings submh 
tted by the firm and receipt of suftlcient quantities of matching 
s'teel and other materials to cover at least two months' production 
to permit uninterrupted fabrication and placement of wagons or 
movement thereof by the Railway. If the completion time was 
ex& &e to delays being caused by any of these factors or 
under 'F- Majeure' clause of the agreement, the Arm was to be 
allowed. enension of tiqe w i h u t  levy of liqufdated damages- 
The tab of ite?nr involving fabrication steel work and bearings 
were a)so subject to a wage escalator clause provided for in the 
contrat agreement. The contract also provided that advance Pay- 
ments shall he made to he extent of 90 per cent for raw steel, rivets, 

and anrhrrs, upto 8 Ibllit of 40 par of B1(! Wue 
of the - 



as to afl'ect the progress of work; and no difRculty was expressed 
by the A r m  in regard to the availability of wagons. Hqweve~, the 
firm could not maintain the schedule of delivery of fabricated &el 
in accordance with the agreement and 8,500 tonnes due for supply 
by the middle of December, 1W9 was supplied by the end of 
August, 1970. 

3.38. The Railway Administration admitted cQaims, under the 
wagon ercalator clause, aggregating Rs. 21 lakhs to end of August, 
1970 on account of increases in wage structure given efl'ect to from 
1st Januay, 1968, 1st July, 1969, 1st December, 1969, 1st January. 
1970, 1st March, 1970, 1st Apnl, 1970 and 1st June, 1970, for 5,713 
tomes of fabricated steel despatched upto Augus 1970, This inclu- 
ded an amount of Rs, 7.06 lais paid as wage escalation for 8,500 
tonnes due for supply by the middle of December, 1969 on account 
of increase in the pay structures dective thereafter i.e., from 1st 
December, 1969, 1st Januay, 1970, 1st March, 1970, 1st April; 1970 
1st June, 1970. 

3.39. Since in terms of the Agreement the contractor shall be 
solely responsible for procurement of steel material and he was 
on his own to take all action needed to ensure expeditious procure- 
ment of matching steel, this payment of Rs. 7.06 lakhs, on account 
of wage escalation arising due to factors subsequent to scheduled 
dates of delivery represents an extra-contractual payment. 

3.40. The Railway Admhstratian stated (December, 1972), that 
there was a set back in performance till June, 1970 due to delay in 
the receipt af raw steel and matching steel for two month' p r e  
duction; and that they were received in June, 1970 from which 
month only the fabrication u recko& to have commenced. It may 
be pointed out t&t the %Sway Adrmrustr . . ation themJedvcs in- 
formed the firm in October, 1989 about the extremely urzsrti9fac- 
tory propeas in fabrication, even though about 14,500 tomes of 
raw st& had been procured by it as a g a h t  16,525 tames of steel 
required for the work 

[Paragraph 27 of the Report of the Comptroller and Auditor 
Gernwal af Icuiia for the year 1971-72 Union Governwnt 
( R d w r n )  1. 

3.41. Tbb Committee empimi how could the delay in Pnmuc- 
r n e n t ~ b n w m r ~ l s b e ~ v ~ l k l ~ i a r o a r i n g w a ~ ~ -  
hon after the due date oC &&vary, aa the contrrc- bim& - 
d d y  msponsiblc for procutemcnt of a l l  steel in terms of the oet'ce- 
ment. m-, ~orrd  stated durhg mddeme: *Re 
taltss arprroutbdiity, but them is a clam in the contract ut 
f a b r i i a k  && w i d  cmly from the time that hc 
h e r p t f q l t b r t i & l r ~ l m a b D r t h s M r p r r a  Th~lrutEbtngW 
c W I a o t ~ r s p r k h * t h e f o u r t h 1 p l n C f U J ~ 3 ~ ' ~ . "  



3.42. Asked whether the difaculty in getting the matching steal 
was not envisaged at the time of agreement, the witnem etated: "It 
is st i l l  very difEcult to say that. After all, the matching steel was 
not available cu it took a log time to gear it up. Suppaae a parti- 
cular section of angle, say 133 x 150 x 16 is required, the steel p m  
ducers try to maxirnise their production and that is their aim So, 
it depends on the kind of mix d products orders that they get. Sup- 
pose the requirement or total demand in respect of this particular 
angle iron of 150 x 150 x 16 size is less than the minimum roUable 
quantity, tbey will not take up its manufacture, until they have 
built enough orders of that item. These orders are all built up not 
only from this particular contract but so many other demands com- 
ing from different people. They bulk the demand and once they get 
a rollable quantity, they put the rolls, because i t  means changing of 
the rolls every tiem for every section otherwise." 

3.43. In reply to a question the witness added: 'The schedule of 
fabrication was based on the date on which they got the matching 
steel for the fourth span, because the assumption there is that, and 
very mandetorily, that it is only when they get the last bit if mat- 
ching steel that they get assured of the full supply requirements of 
that steel for that section." 

3.44. The Committee asked why such a clause which had the 
sect of rendering other clausetr inoperative vpas allowed to be in- 
eorpomted in the agreement. To this the Chairman, Railway Board 
npM: "dUk all, every body lmaars that the steel position is not 
at all easp. It ia not one of those thfnlw which you can juat buy dl 
thc shelf. If that were so, the edadmcy of production and every- 
thing tLe would go up in a totally dtmcrent way. It is a h  not apen 
to us to import md my that if a particular scctiaa is not available 
we may just import it. The point is that the steel mills have their 
programmes of production; they may produce it for ua tbilrry or six 
m d t b r h t e r o r a ~ ( ~ ~ ~ d a h a l f l a t a , d c p a r d f n g ~ t h r , l r u i l d U p  
d t h d r ~ , t h e d e r m t l d s f r o m V ( I T I ~ ~ q r u r t a r u i d a , a a .  We 
hmw that we have the same probhm of eupply of in m- 
WWng and in ofher hadusMac Naturally, my kkiUb#', WCb, u 
be is bbxicrrn in bi8 worbbap, win introduce a #Eseur of this 
hlmd ~ t b e c a n t r s r t w a r l d b e n o b u m r t . "  



clauses 28 and 30 in which the schedule for the fabrication and sug 
up of the girders is linked with the supply of steel and approval of 
drawings. Raw steel required far the fabrication of girders is not 
freely available in the market and supplies are made accordiag to 
the rolling programme to be debermined by the Steel Controller. 
The contractors could not therefore be held wholly respnsible for 
observing the time schedule even when raw steel was not made 
available to them in time. The Law Of3cer and the Legal Adviser 
of the Railway have confirmed after considering all the cmditians 
of contract that the wage escalattion is payable to the conttractor 
during the extended period of contract." 

3.46. According to the Audit paragraph, the contractor corn- 
menced the work in April, 1969. However, according to the Rail- 
way Administration fabrication is reckoned to have commenced only 
In June, 1970 when the mathing stel for two month's production, 
as stipulated in the contract, was received. In a note on the sub- 
ject, the Railway Board have stated: "While it is true that the 
contractor started actual fabrication with the materials available 
with him in April 1969, he was not contractually bound to do so. 
According to clause 28.3(c) of the Conditions of Contract, the con- 
*actor was required to commence fabrication es soon as sufficient 
quantities of matching steel and other materials in span sets to cover 
at least two months' productton received. This rnatchiDg material 
for 2 spans was received only in June 1970 and the contractor was, 
therefore, not obliged in terms of the agreement to start the work 
earlier. As a result of early start of fabrication work, the Railway 
saved the amount which would have been paid to the contractor by 
way d wage escalation for the tonnage fabricated by him before 
June, 1970." 

3.47. Tbe Committee were Plso informed by Audit that in wagon 
contracts extendons are granted subject to a provfso that not with- 
standing any stipulation in the contract for inc- on account 
of materid .ad wages escaktlon or any other gromd, no sun fn- 
c l ~ m w h i c h ~ p ~ ~ t h C ~ P I d P t e a t d & ~ i ~ w o s e S  
and matuxids prlw shall be admissible on such of the wamns as 
are delivaml aibr the d d  date. AIx, while actudy admitting em+- 
lation chbu, opiy immmm upto the original date of d- 
g e n e r s u y m c s p ~ .  l ~ s d r h y r u c h a - o n m n o t - h  
~ o ~ ~ ~ t i n g . x t e a r d o a o l t t m s t n ~ ~ ~ - *  thf! - 
Board ham, in 8 wits, atcd: ''Tbt! pmCTirofnths 
c ' m t n c t * ~ m r p p l g r s l . ~ t o ~ ~ ~ ~ ~ *  
r i 4 & ~ t l a n ~ ~ h y ~ ~ a f t a c b . o ~ ~ ~ ~ - . ~  
~ t n a ~ r t t p r l l l k r t h . t t h e e m h n ( m * 0 0 L 4 ] ~ - ~  -- of including stael the p-t 



how-, the time mhiu le  wsr g m m e d  by clrw af con. 
tract and since the contractor was not ~asponelbk for in fpb- 
rication and was fdbwing the sdmdule as stipulated in ttre a- 
tract, he was entitled to get the beneflt of wage escalation.* 

8.48. A contract for fabrication, supply and er&ion cJ st& 
gkdsrs far dts rail-am-road bridge a- river Codovati a t  h j -  
.hmandrg was awarded to a firm in December, lM7 and an 
Wtpuecatsd onb on *h NLarch, 19n, after 3 years. Under 
clrrrsb 8 ef the Special Conditions of the agreement the contractor 
was d d y  nsponsible for procunmsnt d steel and was himsalf to 
take dl action needed to ensure expcditioas procurement of match- 
i q  steel. Tht work was commenced in April, 119, 2 years prior b 
the -g of the agreement. As per the schedule of delivery of 
fabricated steel in accordance with the agreement, t b  contractur 
was to sapply by the middle of December, 1969, 8590 toanes of fab- 
ricated steel which were supplied only by the end of August, 1970. 
C h j h  mmting to Bs. 7.06 lakhs as wage escalation subsequent 
to the period of delivery we=, however, paid by the Railway. This 
payment was sought to be justified before the Committee as arising 
oat of another clause in tbq contract which provided that the "fab- 
rication shedule shall become vaiid only from tbe time when the 
coatnutor got full matching steel " Surprisingly even though the 
contractor had procured 14,500 tonnes of raw steel by the middle 
of October, 1969 out of a total quantity of l6,SZS tonnes required 
for the work, the fabrication is reckoned to ha& commenced only 
in June, 1WO when the contractor obtained all the matching steel. 
This provision virtually nullified ciause 3 of the contract and ren- 
itered the stipukded period of completion of work unenforceable. 
Such a serious fiaw in the agreement could be exploited by UnricN- 
puious contractors,to the detriment of the interest of Government 
Tbe Cormnf- -Id, therefore, Kkc a thorongh hrcstigation to 
be made wtth a d e w  to ascertaining how and when such a clause 
rrrs inserted in the agreement which was r*erntcd long after the 
eammeatcment of tht work The aedon Calvm u a & of the 
investigation against the offtcialr found at f d t  may be npartcd ' 0  

f i e  Caamiltec. 
3 .0 .  suitable Clrstru*m a h  be issued to obviate re, 

Rc C . 3 t l h  would 

b It b Uurstore bairrbb , '$ tbt  115. 'b -yr P 

s h l d  .hunt meh pmtlesr. 



EXPENDITURE ON STAFF 
North Eutern, Northeast Frontier and Wertsnr gallwayb-Avoid- 
abb expenditure due b nen-com~lianee with the provisions of the 

Induotrial Disputcs Act, 1847 
Audit Paragraph 

4.1. Acc~rdhg  to the provisions of the Industrial Dispuw Act, 
1947, no workman employed in an industry, being in continuous ser- 
vice for not less than one year, should be retrenched until (a) he has 
been given one month's notice in writmg indicating the reasons for 
retrenchment and the period of notice has expired, or he b been 
paid in lieu of such notice wages for the period of the notice; and 
'(b) he has been paid, at the time of retrenchment, compensation as 
prescribed in the Act. 

4.2. The North Eastern, Northeast Frontier and Western Rail- 
way Administrations had to incur avoidable expenditure of Rs. 482 
lakhs due to noncompliance with these provisions of the Act. as 
indicated below, while terminating the services of some of their 
workmen. -. 

North Eastern Railway - 
4.3. The services of 13 Mechanical Signal Maintainers who had 

been in continuous employment of about 6 to 7 years were terd- 
nated with effect from 15th August, 1566 and 15th February, 1967 
due ta reduction in t$a ~Qlume of work. Notices of terminatiDn 
wved on them did aotentain the, reasons for retrenchment nor 
was any retrenchmeat earnpenpation paid to them. The retrench- 
ed stafX Bled writ potsbonstspedal appeal5 in in> Lucknow Bench 
of Ailahabed High Qwt. Tbc High Court, in their judgements of 
14th Janua~gri 197B and 14th Apuil, U70, held the retreochment of 
9 lk&anh& SigaL <-era as bvalklldue to n~t-complian= 
wit& tbpnwU0~1  ahtbbdusdrial D i m  A&, W. The Rd- 
way AdmhUmtion hkd; thsrebom to pay e surp d a. 
as arrears of pay and albrrrences awl retmnchnreJrt Ompensation to 
these employees, 1" satisfaction of the Court j u d ~ : p t .  

4.4- Railway w i a i s t r a t i o n  sratad (etgbgr, 1972) that the 
fW w i q g  faRpIicabll#y bf the Industrid Dish- Act to Rail- 
W ~ q t . f f . , I & ~  ka(lwn to them only*, seer the C a w  deliver its 



judgement on 14th January, 1070. It ia, however, pointed out that 
a new sub-para to Rule 149 of the Indian Railway Eetabliahment 
Code, introduced on 6th August, 1962, enjoined that if the Railway 
servant or Apprentice was m e  to whom the provisio~u of the Act 
applied, he should be entitled to notice or wage in lieu thereof in 
accordance with the provisions of the Act. The Railway Adminis- 
tration could have examined the applicability of the Act to these 
staff and followed the correct procedure for retrenchment. 
Northeast Frontier Railwcry 

4.5. On completion of the construction work at New Jalpai- 
guri, the casual labour staff posted there, who had been in conti- 
nuous service for more than one year and had by then acquired the 
status ab temporary railway servants in accordance with the extent 
rules, were retrenched in January-February, 1968. Of the temporary 
stafI so retrenched, 73 filed writ petitions in the High Court at Patpa 
on the g ~ - ~ u n d s  that the Administration in retrencking them, had 
not complied with the provisions of Industrial Disputes Act, 1947; 
had not paid compensation as per rules; and had not observed the 
principle of 'last in Arst go'. The High Court, in its judgement of 
May, 1969, declared the orders of retrenchment as illegal and in- 
valid and ordered that the petitioners should be reinstated in ser- 
vice and should be paid the arrears of their wages and other  OW- 
awes. The retrenched labourers were therefore, reinstated and re- 
trenched properly with effect from 26th August, 1960, entailing 
avoidable payment of Ra. 2.22 lakhs towards wag- fm the inter- 
vening period. 

4.6. The Boilway Board otetd (Dscember, 1971) that the re- 
cruitment of Maul labour was made by the Pamnnmt Way Ins- 
p s c t o r s a n d ~ d c d d o a b o ~ d y t h a m a t t h r t i m 8 0 4 c o e r y i l e -  
t I o n o f t b a w o r k ~ . l ) ~ b ~ t h t k d r t r n t o r D t r t r t c t O d l o s r r w h o  
wrrt not fully eon-t witb the bh.iadar of fdKlYr LO@- 
~ . b d t b c y ~ n o t h v c t & r ~ t o i d v i c e o f . n y P a r o P n e ~  
~ ~ t ~ L . b a a I r g b l . t i c a .  l t q b e ~ t a b o u t  
t w t h c ~ B o u d b d ' - . l u r l ~ - f D  
Deudms, 10Q0, cluflllhy tnrfoor poonb carrartaad * tile 
t n m c h m m r t ~ b r w m . l I . b G I T ~ ~ ~ ~ ~ ~ ~ ~ h ~ p ~ . a ~ -  
s i o 5 s d t b r , ~ ~ A r t , 1 0 Q I .  



suhwqaendy m b o r b e d  with a gap in service. The p a ~ m t  d 
re t redment  cornpensetion to thsire employees could not, h e w ,  ' be arranged by the Railway Administration before the expiry of 
the second worklng'day from the date on which the employment 
was ternilneted. The Assistant L a b  Commissioner, to whom the 
&tter was represented by some of the workmen, directed the 
Railway Administration to treat their services as continuous and 
make payment of wages for the period of break in service. The 
Ministry of Law, who were consulted, also advised that since the 
retrenchment would be illegal and invalid, the workers wwld be 
entitled to be treated as in serice and their wages had to be paid. 
A sum of Rs. 1.68 lakhs representing pay and allowances foc the 
intervening period upto to the date of payment of compensation or 
reabsorption was accordingly paid to the retrenched employees. 
There are still some more cases which are being examined by the 
Railway Administration to see if they also attract the relevant pro- 
visions d the Industrial Disputes Act, 1947. 

4.8. The Railway Administration stated (October, 1972) that 
the period for completion of works varied from a few months to 
years. This coupled with the scattered nature of the work over the 
Aailway and deplwment of staff in varying strength #by moving 
them from one work to another, depending on the need, virtually 
made it impossible to resort to tenninetion of sewices of worlonen, 
not required at one place, by following the Statutory provisions. 
[Paragraph 36 of the Report of the CornptroUer Pnd Auditor General 

of India, for the year 1971-72-Union Government (RaiIways) 1. 
4.9. It is seen that a new sub-para to Rule 149 of the Indian Rail- 

way Estabbhrnent Code Vol. I introduced on 6th August, 1962, 
enjoined that if the Railway servant or Apprentice was one to whom 
the provisions of the Industrial Disputes Act, 1947 applied, he should 
be entitled to notice or wage in lieu thereof in accordance with the 
provisions of tbe Act. The Committee enquired whether in view 
of this Rule the North Eastern Railway Administration obtained 
legal advice or sought elariRcation from the Railway Board about 
the applicability of the Industrial Disputes Act to the Mechanical 
Signal Maintainers. In a note, the Railway Board have stated: "It 
would appear that due to a misapprehension of the legal position, 
the Railway Adminiattation did not take any initiative in re-examin- 
11ng the matter in consultation with the Law OiRter." 

4.10. A & d  why d d  mt the Rsilway Board issue clear instrue- 
about a p p ~ u b i u ~  of the Industrial Mrputes Act to Rail- 

ay  servants, & m l w a y  & a d  stated "As ~ p d s  the qumtion of 



~~ fhe proddons of the IndusMpl Msputes Act are ap-e 
to e pvtlarkr category of Railway servant has to be consided in 
ammhce with the  pro^^ of the Act itself. The I.D. Aet is 
eppUcablr to ;ell workmen. Under Section 2(s) of the Act 'Work- 
nrs'hmben ~ o s u n d s r :  

'WwImrPa' nrsaars my person (including an appmnttct) em- 
ployed in eny industry to do MY skilled or unskilled 
manual, supervisory, tmhnical or clcricrl work for hire or 
rewad whether the terms of employment be expressed 
or implied, and for the purposes of any proceeding under 
this Act in relation to an industrial dispute, includes any 
such person wha has been dinmisaed, discharged or retren- 
ched in connedon with or as a consequence of, that dig- 
pute, or whose dllsmissal, discharge or retrenchment has 
led tb that dispute, but doas not include any ruch person- 

(i) who is subject to the Army Act, 1950, or the Air Force 
Act, W, or Nhvy f I kcWae)  Act, 15%; or 
who fs mplgyed In the p o l h  m i c e  or os an of8-r or 
0tbwarrploycsofoperl~ls;ot 
who b emplored llDIlinfY in a managerial or edministr~ 
ti- capedty; or 
wbo, being employed in a supervisory capadty draws 
wttgqp. ex- Ave hundred rupees per mellbem or 
a&, eitber by the nstun of the duties attached to 
ths b(Bn or by reason of the powers vested in Mm func- 
tions mrinly of r numagtrial nature". 



4.B. me As& puagmph stirfcs' tbMI btsM# tbs W ea~@agbdQ 
~ h o s o ~ w c r c t c ~ n i ~ b y t k * + s k r r y ~ , a r m b ~  
cases were befng examined by the Wway ~&Mnistmttan tu sco ii 
they also attract the relevant provisions of the Industrial Disputes 
Act, 1947. In a note on the subject, the Railway Board haw inti- 
mated: 'She Western Railway Administration reviewed 49 caaes 
other than those d 56 employees retrenched upto April, 1988. The 
pasition in ward to these cases along with Ananctal implication is 
given below: 



4.14. Tbc Comnrittee would Jso Illre tbe Railway Board to Aad 
out if then have been h l l a r  utes of non-compliance with tbe 
proddons of tbe Act on other hihvays and take snitable wtlon 
under. htim&m to them. The srihrvay Board shacjd & bat 
cLwr uul mmpmbadve instructions on the applhbility of the In- 
dustrid Dsrprtm Act to nllorrry employaes for the guidunm of the 
bwer ferarcltbsr rpitlWpt m y  &I. 



cam''mBv 
LDSS OF CASH 

Audit Paragraph 
(1) ClWarunjan Locomotive Works 

5.1. On 7th January, 1971 at about 11.30 A.M., the sub-cashier 
of Chittaranjan Locomotive Works, prksented two cheques, drawn 
by CMttaranjan Locomotive Works, for a total sum of Rs. 18,51,960.% 
and 7 cheques for a total sum of Rs. 36,604.97, drawn by Chittarmjan 
Locomotive Works Co-operathe Credit Sodety Ltd., at the State 
Bank of India, Chittaranjan, for enchashment. The subcaJhier also 
carried with him remittance vouchers for a sum of Rs. 2,145,02 for 
depodt in the accounts of Chittaranjan Locomotive Works and for 
Rs. 2,241.14 for deposit in the account of Chlttaranjan Locomatfve 
Works Cooperative Credit Society Ltd. The cheques were passed 
by the Bank at about 12.40 hrs. At about the same hour, the payment 
cashier of the Bank collected the token from the Sub-cashier of the 
Chittaranjan Locomotive Works. After the required cash was 
brought to the payment counter from the strong room, the sub- 
caahier of the Chittaranjan -motive Works, who was inside the 
Cash Department enclosure with his boxes, was asked to count the 
cash and take delivery, Accordingly, the Su-er of the Chit 
taranjan Locomotive Works, packed Rs. 13,01,000 in one box, Rs. 
3,&0,000 in the second box and locked them as and when the bolting 
was over. When he had placed W. 2,07,000 in the third box and was 
i n  the process of counting the balance money, five or six youngmen 
suddenly appeared in the Bank annd with d e s  and revolvers and 
exploded 10112 bomb inside the Bank and Cash Department enclo- 
sure, cawing severe injuries to a Railway Police guard. They remov- 
ed all the lorded cash boxes of the Railways ami decamped with the 
money. 

5.2. When the State Bank of India, Chittaranjan Locomotive 
Works, wm requested to make available further cash, they informad 
that the Bank w.s prepared to give further cash on presentation of 
a fresh cheque. To facilitate disbursement of wages to the workmen 
on 8th January, 1971, the Chittaranjan Locomotive Worb Admini- 
atration bad b pre#nt cr fresh okque for Rs. 18#,000, 

1) 



(ii) South Eastern Railway 

. 39 of the Rep~rt of the ComptroUer and Auditor General 
of In& for the year 1971-72-Union Government (IClf1ways)l 



a a c t m ~ o z u r f o i t c d t o c r a n r s t a ~ r g - t , ~ r h o u l d n o t  
fiehtB*4$mwt RDLthathsp~trytomctbrgDodali8c&rd 
t h e ~ a f ~ w ,  IndwS$BeWjgScbrydL.wbalsorebd 
to prbftrate in this case because they have not Ban approached by 
the St& Bank, We obfaiwl legal opinioa fro83 our Legal A#vieer 
in the kinidtry of Law who felt that we would have to Als a at. ge 
felt that we had got a very strong case. I think that filing a suit 
md mected  h a 1  pmm&qp would cost Rs. 30,000 t6 40,000. A 
&xidon at the ~~ level dl1 be f r h  before we pursue this 
matter." 

3.6. Asked whether the Railway Board had written to State Bank 
to And out if they had got an insurance cover a@mt the the% ctc., 
the witness replied: 'We have reported to the higkept authorities.. . 
we wmte to them arking for a dimassion aim. We sent a lawyer's 
notice. . .The State Bank has r e f d  to dkug  any aspect of this 
case. They say that they will talk only through a e i r  solicifors.. . 
They took the attitude that it was a matter of legal dispute and they 
declined dl liabfily!' 

5.7. Tbs fohwing extracts from the reply aetit by the &mCa?y, 
Iknldng Deportment k tbe F b m W  Commirrdaner for Rtilwsys 
who had suggested arbitration in the a m ,  are pertinent: 

"I tlnd that even before your letter was received the wtter 
had already bcm rdsed by the Railway Board and con- 
sidered in this Department. In so far as tbe loss of Ik 
18.62 l a k b  from the premises of the Chittaranjan Loco- 
motive Branch of the State Bank of India is concerned, the 
State Bank of IndIa has reported that the entin amount 
had been paid by it and the same was in the possessfan of 
the CLW cashier when the laas o~cumd and, as such, 
there can be no question of the bank behg liable for the 
loss. I also learn that tbe legal pasition of this has already 
been fully explained in detail by the State Bank of India 
to the t X W  in the exchange of solicitor's communication. 
In both these cases you will appreciate the question being 
one of facts, there ia tittle or no scope for arbitration. 



relvant etrrhrte and not t b u g h  arbltretidn. Vide para 2 (ii) 
of the OM. of 2W-70 of the Cabinet Seemtarit$ the c d s  
under discussion come un&r the c a t e m  bxempbd him 
6U9itration." 

5.8. Subseqaentfy in a note iurnished at the ifistance of tht Com- 
mittee, the Railway Board have stated: 

"Efforts to settle the diepute amicably through neg&Wfons 
with the Stae Bank of India did not frctify. The W e  
Bank of India regretted its inability to intervene. Sec- 
retary, Ministry of Finance (Department of Banking) also 
advised that there was no scope for arbitration as the dig 
pute is between a bank and its clients. I t  has accordingly 
been decided that C.L.W. Administration &odd Ale a suit 
against the State Bank of India for recovery of this 
amount. Further action in the matter is being taken by 
C.L.W. Administration." 

5.9. Giving details of the security arrangements made by the 
Railways in regard b transportation of cash etc., the Financial Com- 
misaloner for Railways informed the Committee during evidence: 
"So far as the transport of cash is concerned, along wMh the cashier 
there is an escort d S.L with a number of armed constables depend- 
ing on the size of the amount. In the Chittaranjan Locomotive Works 
we have tightened up the security arrangements further. The whole 
township was covered with barbed wires, trenches and walls and 
nobody couM make a quick get away. When anything happens the 
gates of the perbeter  fence could be closed. Previously, there were 
no such foolproof arrangements. Anybody could escape through the 
rugged countryside. So far as C L W .  is concerned, they have issued 
instructions for having adequate guards whenever large amounts are 
to be transported. Another thing is this. We have asked them to 
review their security arrangements. so as to ensure adequate pro- 
kction. We have tried to persuade the nationalfsed banks to open 
ofeces in the railway station itself so that we can tranufer our cash 
to the Banks as far as possible. We have now got a b u t  128 statlons 
which are now transferring the cash to banks immediately instead 
of seding the same physically through cash boxes. We want to 
expand thir proces9. We have been having d k ~ d o r m  with the 
fbe#rvs Bank and other naUonaUsed bnka and we want them to 
opem krnch adBces in all the important stations In I d a .  They are 
now conddertng opening of thdr dc f l l  in 76 stations. Our idea is 
that once the banks nre opened, we can also accept cheques from 
bnr cwtomem ao that the handling of large mounts of each should 
be mtnfmblird to a great acknt, All these matten rra "betng consider- 
ed." 5 



6.10. The witness added: "We had also though) of r t a g g w  
the distribution of the salaries shop by ghopflrst day In obt set- 
tion and so on. But the unions were not prepared to accept it. They 
wanted the distribution of all salaries at the same time. We ue 
trying to persuade more and more of the staff and oficers to accept 
their payment by cheques. We are encouraging that. We will ex- 
tend the acceptance of payment by cheques further." 

5.11. Asked whether steps had been taken ta take out insurance 
policies against thefts and dacoities, the witness stated: "We ha+e 
also looked into this. I have also discussed with the Chairman of 
the General Insurance Corporation. The whole purpose and basic 
principle of insurance is to spread the risks as widely as possible. 
In the railways the risks are already widespread through the length 
and breadth of the country. Going in for insurance in such a cus 
will only mean that the Railway will have to pay extra amount to 
the General Insurance Corpor8tion to cover their own overheads 
and staff. In fact . .  . . . . the Chairman of the General insurance 
Corporation agreed with me that in the case of railways, the risk is 
already so well distributed that there is no need for going in for 
insurance outside. We will have to pay the Corporation gremia 
which will not only cover the losses on account of theft etc., but 
will also cover all their overheads and staff costs and yield a profit. 
We found in the Eastern and Soutkastern Railways that the an- 
nual premium for the cash handled would be of the order of %. 7.2 
lakhs. If all the railways are put together, the total premium wiU 
amount to some 36 lakhs or so. In the last seven years or so, we 
have lost about Rs. 40 lakhs. If we had to pay premiums of Rs 35 
lakhs every year, we would have paid premia of over Rs. 2.5 mores 
This is six times the actual loss suffered by the Roilways." 

5.12 In a writen note, the Railway Board have intimated: 
"Two insurance policies were taken in 1969 to cover the risk of 
'Cash'in transit' and 'cash-in-safe' for C.L.W. Cash Oarce located 
in a private building at Calcutta. The same are still in operation 
l"hja apart, the possibility of securing combined insurance cover for 
cash in transit of the railways in the eastern region kc., Eash"& 
S.E., N.E. and N.F. Railways through a single policy was taken 
up for examination in 1969. The remarks received from these d- 
ways have generally indicated that the amount of premium pry- 
able for such h u r a n c e  would be far in excess of the upe~w 
savings. So far as cash in the Cash Ofaces located in R p i h a ~  
prexniaes t concerned, suPBcient security arrangemento exiirt; ade- 
quate m t y  arrangements are also in force to guard the cash 
in tbe custody of railway cashiers during transit." 



5.1% 1;ed about Ue measures pmpased to w##an b 
loam of this kina, the Railway Board have in a & StWmk 

''Adequate security arrangements always +xi& to guard agrfast 
#efts and robberies, However, inspite of b a t  e f f ~ h ,  it 

.,may not always be possible to avert armed ckeofties tatal- 
ly$knong the measures taken for minimising the loPsee 
of this nature are : - 

(i) Steus to reduce handling of cash to the extent possible 
such as, extension of the arrangements for payment of 
dPfE salaries through cheques, utilisation of station earn- 
ings for the purpose of staff payment remittance of 
daily earnings directly horn stations to the banks in- 
&ad of muting through various stages for collection, 
nbro5g etc.; 

@) Avoidance of night travelling of cashiers with cash to 
the extent feasible; 

(a) Cbbclting of compartments reserved for cashiers and 
eosb guards by the ticket checking s t d  in order to use 
whettwr there is any outsider travelling in the reserved 
ctmpammt; and 

(iv) Insbvctions to the effect that Armed Wing supenrtsbry 
staff should check the cash guards while they are on 
puyment to tours In order to see that they are alert and 
are discharging their duties properly." 

v 



5.16. " Themitbe uut asfedisbed at tbe mmrncrt in nlricrh &t 

varimrs orgaddons bb2nved. An issue tikt thb nmd h o t  bean 
settled by derrln8 it to stme oae mt a hig'b lewd, say f. tbe M&&- 
try d FEnmce. It is mscemly to dIow the 811 the 
P u M k S e c f 4 t Q ~ t o ~ e f l a w G o v e r n m e n t  sboaM examine 
the matter for iayfag dtmn gaaeml instrodkm M a O B .  

597, The Committee incl;dent.lly bun tbat dnhg the I.st 
seven g e m  the ReUwavs have lost about Rs. 48 rJbd thmagh 
thefts and robberies. Thbr is undoubtedly a huge 1- and tbe CcJm- 
mitkr f d  t h t  -re striagent security -ts nssd be f m b d  by 
tbn W w a y  Admittration to mhnimnist losses on tbis *cMant. 
Tbe matbad of Burdling and trmsprtbg cash s b d d  be hither 
improved. BsJdeu pamading the natlonrliwd banks f'ar opOninn 
of mwe barachm in tbt station buildings, the IL.ihRav Bmd mrs 
consider making aIt payments of salar& a&., of Be. 500 d a- 
oniy by cbeqmes. They should also 4 d e r  thu insum CY8k 
tTanr5t. 

' 5.18. Tbe Camnittee w d d  like to be apprised of the -1 out- 
come of tb polk  inver- of tb - rssudh l@s of & 
of Ba 2.93 b3 os South Eastern B ~ W W  r e f 4  in 
Audit paragraph. w 



PURCHASE OF COAL 

6.1. In paragraph 41 of the Audit Report, Railways, 1864, a 
mention was made that the Railways had been complaMng in &me 
ca8e.a that the d actually received from collieries contained about 
IS per cent to '70-per cent of slack and dust and about 5 per cent 
shale; in spite of the setting up of a Railway Inspection Organba- 
tion in the coal Aelds since 1961 under the Chief Mining Adviser to 
the Railway Board, and the stipulation in the contracts that only 
stamcod with no shales and with slack and dust not exceeding 8 
per ccnt would be acceptable. The Ministry of Railways (Railway 
Bwd) informed the Public Accounts Committee in November, 
lOgd that step bad been taken by the Chief Mining Adviaer (Rail- 
way B o d )  to tighten up inspection in the collierise loading coal 
below specification and it was anticipated that within next few 
months the postg of Senior Technical subordinates in the Inspec- 
tion Organisation would be suitably manned. 

6.2. Complaints about the supply of inferior grades of coal con- 
taMq &ale, alack and dust beyond the permissible limits, how- 
ever, continued to be made by the Railways.. .In some cases alack 
aad dust were reported to be as high as 75 per cent to 100 per cent 
ud &ales between 40 per cent to 46 per cent of the total contents 
d wagons tested by the consignee Mlway. Joint Inspections con- 
ducted by the npreaentativea of the Railway Inrpectiun Organisation 
rad tbe condgaee Railways indicated that cornplainb were genuine 
to ths extent mentioned below:- 

- 

-- --- "-- --.- - - - - -  -- 
68. IEbrUltr of sample gnde tats conducted by the 2 o d  MI- - (- b ~ r n d g  OWCT 2 - ~dllt of thC 4 wagom m i v d  

arc indlorted in AppenAppcldiw II. Tbt cstfmated 1- dw to s u p ~ l ~  



6.4. Alth011g.h there had been progrewive rioe in the - 1 ~  art 
inferior quality of cod to the Roi]wap, neither the percentage pre- 
scribed for visual inepection of the coal wagons nor of the # m p h  
to be drawn from the wagons by'the staff of the Railway Ins- 
Organhtion was increased. Even the posts sanctioned for the =. 
ganisrtion were not fllled up (November, 1972) gs indicated &low:- 

-- -- - --- -- 
6.5. The Ministry of Railways (Railway Board) stated (Nwezn- 

ber, 1972) that during the years 1971 and 1972 the cornplrfhta of in- 
ferior quality of coal markedly increased due to low and order 
situation particularly in Bengd-Bihar area; that during the period 
from 1988 to 1971, penalties aggregating Re, 9.56 ~MM were im. 
posed on the basts of visual inspection by the Inspection Orgrairo- 
#on and Rs. 3.72 labhs b a d  on grade check by drawing srmpiea 
It may, however, be mentioned that only 63 to 68 cent of the 
coal wagom loaded during the period were cove 3 by the visual 
inspection. As regards grade check, the samples drawn had not 
been upto the prescribed limit of 16 per cent as it is stated that the 
Central Fuel &march Institute had agreed to analyst! only 250 
sample per month free of cost. 

[Paragraph 4B of the Report of the Comptroller and Auditor 
General of India for the year lW1-?Mnion Government 

(Roilwayo) I 
6.6 Explaining t h  procedure for inspection of cool f4lowcd by 

the Railways, a q m m n t a t i v e  of the Reilway Board stated durW 
evidanca: UWe m m  coal inrpcction in 1962. We inspect cod at 
the 1- point at tbe co~iierier. Our stipulaticm b that Ii0 per 
cent of the wagom every month at each colliery will be iaspected, 
dnually by our m;tanr*tion staff. For 15 days in a month our Inlpec- 
tor gon to ourgoutr vfrruJ inspect40 oft& cod PI) lombdla* 



We are eupposed to take 5 per cant samples of the coal and read 
the stme Dhanbad Cod Institute for pdper anal* fb checSc the 
nd&e 'and a& content Here again if it is fdund that tlie p&@e 
is infeibolr to what it is supposad to be then weFlevy petralty on the 
coultlr~~. 

At'Slrre rweivhg end h. at the Loao Shed we have no mag& 
ment with the colliery. We are planning ta have it with the coal 
rn- bvhg baen nationalised. 

Wbat are the Railways required to do-whsn the coDeumer 
receives the coal, he is required to inspect 2 per cent of the wagons 
and report. The purpose of this inspection report is that If the 
quality is below standard then either we delete that colliery fram 
our list of suppliers or we reduce the offtake from the colliery. We 
do not penalbe in terms of money. No fines are imposed since the 
colliery respresentative is not here. A b t  2 per cent wagons ins- 
pected means wagons selected at random. 

'Rere was a stage when the coal mines owners were keen to 
oumy ~1 to Railways because we were wry big comumers. If 
p l ~ s  deleted a colliery it was a heavy punisbent for the collimy or 
&We ofP)pke was reduced that also m e d  as deterrent punirhment 
mdbrrtiaa ham m w  changed becam the coal mines belong to 
(Pwslapeat. The other factor is that there ie auch a sbrtage of 
cewl &$a&. m.lr~nna~ pick and chooee now: We have to pick whatever 
ir --. Enen yerOeFdPy we heve cancelled passenger ttpins in 
tks ~~ Ea+m Rdlway .kcawe of sborkgt af 4 md on, -7 
EPjlrmyr my cod sQcL t for 15 days whereas I &odd haw 10 deys 
*k at my sheds to be sure that the paosenger trains run every day. 

Talking pf atbe latest position, the point is that we have been 
carrying out inspection at the pit heads to the extent of 63 to 68 per 
c e ~ t  a p h t  a target of 50 per cent. Those we our figure8 and we 
b v ~ ,  been ~ ~ n g  on an increadng &. The posiltton became 
bd dm$ng WI-72. The quality of coal offetdl by thew collieries 
dcltdfhtad.  I will give you tbe figures of four ycwrr qdy. Reduc- 
~&prs lmsdrwhioRarceordsFadoraraar l tdvburt~t lon  
in 106&ae *no tR.. 2,oB,OBO: 5960-70 Rs. W,004 197041 Ba 4,78mv 
~tlmqwlSftyafrorJwsntdormwem)scbdtt, falO1ll*nit 

~ w a a ~ ~ ~ .  T b e t t r a r i r w l ~ o a  I '  

~'o;~~tb .wpL. . tDhnb.dtbapaaJ ,w. ;b l fh*)n lod  
C . I O & I P ~ B * 2 3 P 9 0 ; t b e y w r n t u p t o  R*o&aoo in Ill@-'0; 



1868-70 we reduced &-take from 11 to 2 collieries 
lOBB70 we reduced &-take from 11 W 2 collferdem 
1970-71 we reduced off-talqe from 16 aqi deleted 10 cojliedpp 

We did not levy any pendty as h e  on these collieries. 
The eystetm of hqection that we h e  is fairly satisfactory. T&e 

ouly thtng ir that we have not been able to carry the test in !uH. 
We have laid down on o w  own that 5 per cent of fhe wagon8 
mples shouli3 be taken for a full test We have not been able to 
clo it because when the Dhanbd Iaetitute was set up we had mnde 
arranpmtnt that they will best 250 samples per month- ua 
said for all times we shall do 250 sam~les free for you. But #at 
makes only 1.8 or 1.9 per cent. To go to 5 per cent we haw to Wee 
WNI eamples per month. We should have done that earlier. But the 
problem was that the Dbanbad Institute wanted a long term arrange- 
ment They wanted 10 years programme frcm us, before they could 
sxpand infrastructure. The other choice for us what tbat we set 
up our own reftnerhs. We have been debating that point far sane 
time, but we And that the ofYtake is going to be reduced far the 
Railways in the years to come and there will be no point in our 
selrting up tbat. That lacunae was there and will also k elimbted 
m tbe near hrture. The main problem that the railways Bave been 
facing is about the quality. What we want is selected A anb I&&- 
ed B; we have been receiving less and less as compared to our 
requfrements. We have been receiving in Grade I and Grade IL 
To that extent, we have d e r e d ,  but we have not paid mare tban 
what we gatn 

6.7. The Committee were informed that the Railways were 
annually urfng about 14 million Wries of coal. Its tqtal cast indud- 
ing tax coma to about Rs. 80 crores. As at present only 2 per 
cent of the coal (1938 subjected to sample giade test by the Zonal 
Railway& The Committee asked whether, in view of the fact that 
*Y ~ ~ ~ b u t ~ e c o r r c r t ~ u r ~ l t y d ~ ~ b r ! d o t e r -  
mined, the paso#utrlia of sunplan to be oltarwn for grade check shdd 
n&bah%tmsed. Inanoteonthasobjact theWwqBOdbO~)  



ctated: "It ia true that when the source of supply cannot be id&&- 
fied, the correct quality of caal can be determined only by grade 
test. Results of percentage tests can be adjusted on a statistical 
basis by ~~mph anaIysis methodology. It is thus not n e c v  or 
desirable to have h u n d d  percent check. At beet such tests should 
be at s scale which can be handled effectively and the infra-struc- 
ture required should not #become massive. 

Under the! extant Mining regulations, coal cannqt be raised from 
a mine without the prior sanction of the Government. The Coal 
Board, a statutory body, determines the quality of coal as mined 
from the working section sf each seam and allots the appropriate 
grade for the coal extracted from such seam. So long as the supplies 
come from the seams thus graded (which can be verified from 
underground inspection) and it is ensured that pickable shale bands 
are eliminated befare loading the supplies normally conform to the 
grade allotted to the seam by the Coal Bard.  Thuq the f is t  trkp 
fn tasurine supply of correct grade of coal (i.e. quality) is to see 
that coal eupplied to Railways is from the appropriate graded sectfan 
oi the seam and to ensure that pickable shale bands are eliminated. 
bide8  drawing samples for grade check, the Railway Inspection 
~gani6ation is also concentrating on the above aspect to ensure 
supply of proper quality sf coal. 

However, action &as already been initiated to procure mobile 
trucks equipped with mechanical sampling apparatus for drawing 
moat urnplea Arrangements are in hand with the Central Fuel 
lbeamh Institute tor analysing an increased number of samples in 
addition to the 250 samples per month which the Institute is already 
e(l'ecttng for the Railways at present." 

6.8. In reply to anqther qwstion as to why the visual inspe&bl 
did not corn the entire coal loading for the Railways, the Railway 
Boud have! stated:- 

'Tbe Railway Inspection Organisation had been set up to under- 
take percentage cheeks at  lading points of collieries and visual 
iarpectkffl w u  to caves only 50 per cent of the supplies. About 63 
per cent of thc supplim are now covered by visual inspection. 

Propas& are under consideration to further strengthen the 
inspatton at oolUcldar Tbe Depertmtat of Mines is also condder- 
Ine &J wt up a QCbILtCPl WWJCC Unit for quality control in the 
aatbndid d minm." 



Propods are under canllidclrstion for strehgtbenhg the insl>ec- 
tior! at mllielMbd bytstepping up the annual inspwth from the 
pm~ent level of about . Action has alnsdy' Men Initiated to 
increase a number~deeamplea for grade checks with the M p  of 
mobile truck8 equipped with meelmica1 apparatus and getting the 
same nndyrsd by the Central Fuel Rewarch Ilrstitute in addition 
to the OM) r~npkr per month drcady being handled at present. The 
Departsnant af Mines are also considering to set up a technical ser- 
vic* unit b amtrol tbe of capl supplied by the nat ionaw 
mines.'' 

~ * ~ b ~ o ; ; n o l J t t r p t . u l ; p i m t e d t o ~ t ~ c t ~ c ~ . ~ h . ~ ~  
wbo are annIzrli;f adag about tC m i h  4omm d 4 wotth about 
Bg 0 amma do Ird h a s  a antWac- bpsetbrr to 
enmnLb.thySsLtkwrlltpdcoJfer-tbeymy. U d e r  
the e*tbg a d  firrSwctLn wece&re the .bdt mf tbe EWlrp.g 
Inspecting Org.nhtbn makes a visual inspection of 50 k 65 ~ t a  
cent of the total cod wagom l d e d  at tbe collieria to easare tbat 
tbepsnc~~~t.gedJlilkr,LlreLrddarthupdeths.tespt.Mc'Ibnit. 
A w o o & u a & & r I  pa caQt dtJm krbl Wag-0 rps 
m q r j r a l . t b k t r t a d r t D L b b d C g l I n r t t t P b f o r ~ U d *  
to cha& tba bobtrPn I#I rrlr mite*, aalp kB per cssnt i8 Qasd 
b e e m e r l t t L b ) h D M 7 t M d d S f b ~ * t k  
Mitpt . .  Mdbt .b~ f * / I Jd&-B. (h lm~#  
t a ~ a a r # l r e t p d e s s t d t b e n r l l a i , d n s p a l * ~ t *  
q ~ E h g . d # d ; ~ t b r d d h g ~ p o f - a l i . r r p r e ~ h . s  
~ m P a d t . Q y l y ~ ' L b u t o e r d l U C l C P l s o f t s l C p C l C f k l L -  
srreb dII-52: I, WMng Sd an *m.I$-will b.-Pb 
bornsoorl :~~i i l t lr i t f i l l :  



as high as 23 per cent of the w* ware found to be bt&w spscf- 
Reqp. W& pt-trSre rorr, up$o 38 mr;seet. b UlftDg ma rtgl 
fW*t ~ph 60 W' ees(t h l f W 7 i +  d b l o f  &utQh 
gpde tesh condwbd by the W Uwrglr &@ti darkag 
lW-?2 ~ o s ~ r t y r s  eb f o w c s r f l & s b  Wm M 
UMI per cent on Ew#ma aad Nartheaat h o m t k  itailways; On of& 
BPilvn the pc#oep~.Wt~ 0~ wagons 3-d wrb-grade r.ngb(l b t -  
*ma 33,s Southmn Railway to QI.89 on Weatam Wilway. 
$ b h l y  t&t pamen- of coal rrragonS containing ahah, slack and 
dqst b e y d  the pedssiMe 1- WJW u hiilfi as 106 per cent on 
Ctnknl, NbrtLern and Northeast Frontk#r Wlways. l '  

6.12. '1*he estimated loss due to supply of coal below lspeeiacation 
jn wagons h s h l  by tbe Railways (except Western Bailway) during 
the y e p  1-70 to 1931-72 worked w t  to h. 2Udi7 1rlLhs. Ttrfs, Poes w# prcsullzpbly include damages done to &he boilers.. It should 
be noted thai the tests cenducted by the Railways cover only a 
meagre 2 per cent af the coal wagons rageived. Therefore, the 
total loes w d d  have been approximatly of the order of Rr 3.43 
crsres tam&y besides iacreasc in cost af o w *  the benefit of 
whicb ,went to ,private coUery owners. As a & u t  this staggering 
figPre, the reditction in paymmt ordered as a nsult of visual inspec- 
tions and penalties imposed on testing of sample, aggregated only 
lk 3.95 la& in 1-70, Bs. 5.75 lakhs in 1970-71 .nd Rs. 7.69 lakhs 
in 16a-12. 'I%e W m i t t e e  were imbrmed that no recdnry could 
be madea d the laag actually sustained by the Raihvays as the 
w!pnacadlthw d the col l idH were not associated With the inspec- 
tSolr dl£ 2 @r cc)at of wagbhs on receipt. The duthorities concerned 
h e  thus tlerrly feiled to sakgtlard the iatemsts of the' Railways 
ycrr after year. 

6.13. It is drplorallc that even aEter -ionrlisation of cod pines 
tk p m b n  far from imp- has deteriorated. During the swen 
unbh period, Fcd,rmq to A m  1W3, afhr  nsttioneuudion the 
m n t r g e  of wagms found to contain iaferdor coal on h l  ink+ 
pec th  was 5.7 a g h t  0x14 2.6 per cent far the corresponding 
'pdba in 1973 Wore  nrtioarlisrtion. Thms &here besrr s l26 
pea, ospt IOCPIWIIC) h htsalrr supplier T b  Comanittee Unasrstaad 
t&t tht -t of Hinss are caarlder- to ret up r aecbmicnl 
4- tlPit itOmmtrd t 4  quality of cerl rsyplled by tbs nrtiond- 
ismi- T B o n u t t P r r L . n l d b w ~ ~ i a b ) g s W ) o w a r e d  
Committee drawn from d b e r  spheres d Grr(#001Lbnt. 



np inspection, and that tbe in spec^ Orgadsation would be suit- 
a& manned. However, it is regrettable that the inapedon coati- 
a* Co be a b l u t e l y  inedequate and inefacient as the supply of 
hfarior gardm of coal has increased from year to year. Futtlm, 
evep the posts sanctioned Pha -on Organisation were not 
filled up. 1 

6.15. The pbQve paragrap4 revepl po ast@shbg atate crf &aim. 
I t  b dMkbkt*do't"bi!five that the BPUway Board d d  have been so 
unmindful of its duties as to allow supplies of coal to a number bt 
rejlwags continuing for years to be subgrade or to contain &ale, 
dbck and dust beyend permissible limits. Quite obviously to$# 
quantum of lo& sufired by the railways must be very sexious. Tb 
lose apart from fhe straight monetary loas ar- hem the pap 
ment of fdl value of wal which was of inferior quality there must 
have been loss suffered '&e $o 'me5cient functiosisg of engines. It 
is evident L a t  "mspection mmhibery has functioned extremely in- 
competently. The Committee desire that the entire question 
be carefully studied 'by the Raihvay Board with a view to ~WRJ! 
such steps a$ would eqmm the elimination of losses to Railways 
from indEciency c-1-s and possibly also of cdrnpt &c- 
tices, in this rormecfiaa the Committee would suggest that tbe 
entire inspecfion machinery should be revamped and that Presh 
procedure d d s e d  wliflr would ensure that co&l of right quality b 
accepted. 



a 7.1. The &1cs provlde for lponthly allocation of traffic w i p t s  
mcmg various Railways and consequent adjustment as early as  
f5Wsible of through trailic transactions between creditor q d  debtor 
r(;dilwafrs. In addition to net debits or credits arising out of such 
h a ~ c  transactions, the Non-Government Railways are off Ied for 
shares of maintenance charges of stations, joint transhipment etc, 
by the appropriate Government Railways and these RomGoverrr- 
ment Railways are expected to settle these monthly transactions 
with feast possible delay. . - 

72. A review of these transactions with the six Non-Government 
Rgilways showed that the total outstandings on this account, as 
0x1 31st March, 1972 stood at Rs. 69.99 lakhs of which Rs. 11.52 Iakhs 
rdated to periods over three years and Rs. 33.46 lakb were for 
pe~iods over one year and upto three years. 

7.3. Of these six Railways, three havr .Ince closed down, viz., 
Shhdara-Saharanpur Light Railway, wit\, effect f r ~ m  1st Septem- 
bet 1970 and Howrah-Amta and Howrah-SheakhTa Light Railways 
with effect from 1st January, 1971. The bta1 dues against these 
Railways as on 31st March, 1972 worked out to Ks. 3741 lakhs of 
which Rs. 2.37 lakhs pertained to periods over three years and 
Rs. 30.67 lakhs were foLperiods over one year and upto three years. 
An official liquidator has been appointed in respect of Shahdara- 
Waranpur  Light Railway only the Indian Government Rdlways. 
have filed their claims with hlm. 

7.4. The outstandings against the other t h r e  Non-Covernment 
Railways which are still running, nameTy, Artah-Sasaram Light 
Railway, Futwah Islampur Ught Raflway and DeM-Rohtas Light 
R&way are assessed at Rs. 12.48 l a b ,  of which Rs. 9.15 lakhs 
(inclusive of a loan of Rs. 9 lakhs) pertafned to per%& over three 
gears and Rs. 2.80 lakhs were for periods over one year and U P ~ O  
three years. 

7.5. The ftrm which owned the three Railways that were closed 
down stated that they had been running at a Iosa and h d  no 



liquid resources to pay the dues of Indian Government Railways 
and that they could not preferentially pay the dues only to the 
Ldian OOV-nt Railways, ns they had other creditors also to 
whom payment wss dye from them. 

7.6. Mwaywise  and periodwise &tails of the outstandings are 
given l n  Appendix IV. 

IParagmph 13 of the Report of the Comptroller and Auditor * 
General of India far the year 1971-72, Union Government (Railways)] 

J" 

7.7. The Committee desired to know the procedure followed for. 
the settlement of monthly transactions with the non-Government,. 
Railways. In a note, the Railway Board have intimated: 

f 

"The Division Sheets relating to each individual month are re- 
quired b be exchanged between the Government Railways and the 
non-Government Railways and a monthly Account Current showing 
the balance of through trafRc according to the Division sheetsllist 
of Invoices, parcels, Abstracts etc. is required to be submitted at 
the earliest possible date by each creditor Railway to each debtor 
Railway who is required to pay the dues i s  cash." 

7.8. The Committee enquired whether the Railway Board took 
any action against the Light Railways referred to in the Audit 
Paragraph to prevent further accumulation of outstandings. In a 
note, the Railway Board have stated: 'The action taken from time 
to time to arrest accumulation of outstandings against the Light 
Railways has been as under:- 

(i) Board considered the suggestion for making prepayment 
of freight coqpulsory in respect of traffic booked to 
stations on the Light Railways. The legal opinion was 
not in favour of this course of action as this could be 
construed as d u e  discrimination under Section 28 of 
the Indian Railways Act. Another step examined was 
to withdraw the facility of permitting through traffic 
between the Indian Government Railways and the non- 
Government Railways. This also could not be done as 
sub-section (3) of Section 27 of the Indian Railways Act 
1890 provides for offering of facilities for through trafEc 
by Railway Administration forming a ,continuous line. 
'IT& provision was considered to be of a mandatory 
nature and it was thus not open to the Railway Board to 
discontinue through-booking of goods trafRc to destina- 
tions served by the Light Railways. 



(ii) The, manageqent of the Shahdom Saharanpur Light 
Railways decided to close dowg the working of that 
Railway from 1.9.1970 for which purpose the company ' 

had issued a notice dated 15.7.197Q. Instructions were 
issued by the Board on 25.8.70 and 29.8.70 asking the 
Railway Administration to stop payment of all dues and 
prefer claims against that Railway by 31.8.1970. 

(iii) At the instance of the Board, a meeting was held by the  
General Manager, Eastern Railway Calcutta with the  
General Manager, and the Chief Accounts OfRcer of the  
Martin Light Railways on 18-11-70. The Genera1 Manager, 
Martin Light Railways advised that the Light Railways 
would go into liquidation and as such, even if they, had 
funds at their disposal, they, could not preferentially pay 
the dues only to the Indian Government Railways since 
they have other creditors also to whom payments are 
due. An assurance was, however, given that the Martin 

Light Railways organisation will make every effort to clear 
the Indian Government Railways' due in instalments; a s  
and when possible, when the assets of the Light Railways 
were sold. 

(iv) Instructions were issued vide Board's letter No. TCI11259, 
/69 SSL dated 20-5-71 that no payments whatsover should 
be made to the Martin Light Railways, which were still 
functioning such as Futwah-Islampur and Arrah-Sasararn 
Light Railways towards their share of freight and other. 
charges. The idea behind withholding these payments 
was, that such amounts have to be adjusted finally taking 
into account the overall dues from all the Martin Light 
Railways. 

(v) Further meetings were held between the General Mana- 
ger, Eastern Railway, Calcutta and the General Manager, 
Martin Light Railways on 17.11.1971 and 8.3.1973. The 
Martin Railways have made the folowing adhoc payment. 
tcwards Indian Railways' dues as a whole a: on 30.9.19'72. 



97 
7.i. A & L e n t  c~p* V) I-lhed by the ~ ~ i ~ a p y  ~ o i n t  

gives ,i% f iglye~ relating to net 'Wnings, operatibg ratio ~ f i d  per- 
cen tag~  of net earning to capital of Light Railways for the fears 
1966-67 to 1971-72. It is seen therefrom that except the Dehri-Rofikas 
Light Railway, the percentage af net earnings Co capital on all the 
other 5 Railways has been continously going down from lM6-67 
onwards-7. As a result of the losses three of these Railways have 
closed down operation. The Committee enquired whether the Mini- 
stry of Railways were not aware of the financial position of these 
llght Railways and that three of them were l~kely to be closed down. 
The Railway Board have in a note stated: "The Financial position 
as indicated in the Audited Balence Sheets of the Co. was known 
to the Ministry of Railways. Regarding the likely closure of three 
of the Railways, the S.S. Light Railway Co. had issued the notice 
of closure on 15:7:70 and the other two Companies viz. Howrah 
Amta and Howrah-Sheakhala Light Railway Cos. had issued notices 
of closure on 25-11-70;" 

7.10. Asked about the steps taken by the Railway Board to re- 
cover the dues from the three Light Railways before they closed 
down, the Railway Board have stated: 

"Light Railways have been operating for decades and the dues 
of the Government Railways used to be paid normally in accordance 
with the Indian Railway Conference Association rules, part 
11. The Light Railways are parties to the Indian Railway 
Conference Association ana the I.R.C.A. Rules regarding ap- 
portionment and adjustment of earnings in respect of through- 
traffic have been followed by them all along. With the de- 
terrioration in their financial position, the apportioned elirninks 
started falling into arrear, in payment of the apportioned earnings 
of the Indian Government Railways and inspite of the contacts a t  
the highest l e v 1  that the Government Railways had with the 
Management or the Light Railways, the arrears have mounted. The 
suggestion for making  repayment of freight Compulsory in res- 
pect of traffic booked to stations on the Light Railways was 
examined in great detail. The legal opinicn was not in favour of the 
same, as it would be constructed as undue discrimination under Sec- 
tion 28 of the Indian Railway Act. Another step examined was t~ 
withdraw the facility of permitting through traffic between the 
Indian Government Railways and the Non-Government Railways 
This also could not be withdrawn as sub-section (3) of Section 27 
of the Indian Railways Act 1890 provides for offering facilities for 
through traffic by Railway Administration formlng a continuous 
line. This provision was also considered to be of a mandatory 
nature and it was thus not open to the Railway Board to discontinue 
through booking of goods traffic ot destinations served by the light 
Railways" 



7.11. The Committee enquired about the present positlon of IiqYi- 
dation p- dn respect of Shadsra-9aharanp Wght Rail.. 
way whkh , owed a sum of Els. 27.72 hkht~ to thC In- dbv- 
erument Railways. In a note, the Railway Board have stated: 
"Sbahdara-Sabarmpur. Light Railway Co. had been do+ down 
lo.e.f. 1-9-70 end laad gone into voluntary liquidation on'l0-12-70. 
The Eastern Railway was nominated to mad ina t e  with the! sther 
Railways In the matter of putting up the claims before the liquido- 
tors. The question of payment of Government Railways' dues 
depends on the claims being variRed and admitted by Ifquidatow. 
For the realisation of dues preferred ,by the Indfan Railways, the 
Eastern Railway has been regularly pursuing the .matter with the 
liquidators since May, 72." 

8.12. In another note, the Railway Board have st ted: "Under d an order passed by the High Court at Calcutta, the owrah-Amta 
Light Railway Co. has been put into liquidation. Regarding 
Howrah-Sheakhala Light Railway Co., Anal orders of the Court 
are awaited.'' 

7.13. Asked whether any formal agreements had , been executed 
with these Light Railways in term of section 50(d) of Indian Rail- 
ways, the Railway Board have stated: "No formal agreements 
exist between the company managed railways and the central Gov- 
ernment under Section M(d) of the Indian Railways Act. However, 
as these light Railways are party to the Indian Railway Conference 
Association, the Conference Rules pertaining to inter-change of traffic 
and apportionment of earnings are equally binding on them. In any 
case, w e n  if a separate agreement had been executed, it would not 
have necessarily improved matters, because the only remedy for the 
Government Railways to ensure realisation of their dues, a s  might 
have fallen into amears, would be to have re-course to a court of 
law." 

7.14. In regard to prospects for the realisahon of the Railways' 
dues from the Light Railways, the Railway Board have intimated: 
'The realisation of Railway dues depend upon the results of liqui- 
dation Lee. the value of assets of the liquidated Cw. vis-a-vis the 
claims put forward by various creditors. Final position in this 
respect h not yet known The Martin Railways, bowever, have 
made the following d h o c  payments towards Indian Railways' dues 
ss a whole: 



7.18. The Committee enquired whether there was any pmpwal 
to reapen the 3 Light Railways which had been dosed. In Ulis con- 
nection, the Railway Euaxd have &at&: 
llSluchdura-Sahcrrmpur Upht Railway 

Shahdasa-Saharanpur Light Railway was a narrow gauge (2'4") 
line, about 149 Isms. in length, running from Shahdara (Delhi) to 
Saharanpus. The operation of this Railway was stopped by the 
owners from 1-9-70. The assets of the Light Railway were found to 
be in a completely worn out and dilapidated condition and had little 
residual lives left. Besides, the party who had purchased the assets 
of the Company had removed considerable portion of the track. In 
view of this position and the future increasing needs of traillc, it has 
been $ecided to construct a broad gauge line in the area. For this 
purpose, a Corporation jointly financed by the Ministry of Railways 
and the Govt. of U.P. is proposed to be set up. The cost of constructing 
and running the broad gauge line is proposed to &be shared equally 
by the Central Govt. Tfie thinking at present is that the joint Corpo- 
ration would also be respohsible for running the road services on 
the route. 

The Engineering-cum-Traffic Survey carried out a few years back 
for a broad gauge line in the area has since been updated. Approval 
of the Parliament for the construction of this line, estimated to cost 
Rs. 17.42 crores, has also been obtained through the Supplementary 
Demands presented in the Monsoon Session.. Further, regular meet- 
ings are being held with the representatives of the Govt. of U.P. 
agreed to send to the Ministry of Railways a formal administrative 
order confirming in principle that the Govt. of U.P. would share 
the cost with the Ministry of Railways on a 50:50 basis. I t  is under- 
stood that the matter is under active consideration of the Govt. of 
U.P. 

As the Joint Corporation would also be responsible for running 
the road services, Motor Vehicles Act, 1939, has to be amended. Ne- 
cessary action in this regard is being taken by the Legal Adviser of 
the Oovt. of U.P., in consultation with the Ministry of Shipping and 
Transport and the Ministry of Law. 
Howmh-Amta and Howrak-ShekW Light Railways 

Howrah-Amta and Howrah-Sheakhala Light Railways were 
narrow gauge (2 ft) lines about 70 kms. and 27 kms.respectively in 
length. Them Rallutays have been lflng closed since were also in a 
completely worn-out and dilapidated condition and had outlived 
their usefulnem. Bearing in mind the oondition of the assets and 
the t u b e  needs of traffic, it is proposed to construct hroad gauge 
b e s  in fhe artk 



The survey work for these broad gauge b e 8  has slnm been ctm- 
pleted and the survey report of Howrah-Sheakhala line has been 
received in the Railway Board. The Howrah-Sheakhala line is esti- 
mated to cost abut 3.6 crores for steam traction. Reganling Howrah- 
Amta line, the pFalimin~lry survey reports are expected to b reoeived 
shortly. Meanwhile, a preliminary appreciation report has been re- 
ceived _from the Railway and the cost of the line has been estimated at 
Rs. 9.98 crores.' Approval of the Parliament to the construction of 
both these lines, which are anticipated to be highly unremunerative, 
has been obtained through the Supplementary Demands presented in 
the Monsoon Session on the basis of 50 per cent participation of the 
State Gwt.  

The Ministry of Railways has agreed to an equal partnership with 
the State Govt. in the Joint Corporation to be set up for revival of 
the Railways. The formal acceptance of the State Govt. West Bengal 
has not been received yet. On the otherhand, Chief Minister West 
Bengal, desired that the Railways should assume the entire responsi- 
bility for the construction and operation of the broad gauge lines. 
The State Govt. has again been addressed on 30-9-73, urging confir- 
mation that the Govt. of West Bengal would bear 50 per cent of the 
cost of constructing and running the B. G. lines. Thereafter, the 
matter was also discussed by the Chief Minister, West Bengal, with 
the Rallway Board officials, on 12-11-73 in which it was explained 
that the approval bf the Parliament to the construction of these B.G. 
lines had been obtained on the basis that 50 per cent of the mt of 
restoration and the recurring operating losses will be borne by the 
State Govt. The Chief Minister agreed to reconsider. Further com- 
munication from the Govt. of West Bengal is awaited. 

On receipt of confirmation f ~ o m  the Govt. of West Bengal that 
they would share 50 per cent of the cost, construction.work on the 
lines can be processed further." 

7.18. The Committee cannot but express their unbappks 
t h  Government Bailways' failare to take timely action for the 
seftlement of their accounts with six non-Government Railways. 
The total outstanding dues against the non-Government Uilway'i 
are to the extent of Bs. 49.99 lakb as at the end of 3lst March, 1972 
Out of this, Bs. 1152 l a b  related to periods over three years and 
Rg 33.46 lakhs were for periods over one year and upto t h m  ymrs. 
Inspite of tbe fact tbat tbe poor haneial p d t h  of tbesa railways 
was well-known to the Mhirtry of Railwrrys the unurs ware a!- 
lowed to accumulate and in the meantime three light &ayr had 
been closed down. The Committee urge fhat a11 neeeaslrry steps 
&odd be taken b reallse the duea in regard to these Ugbt RdtwaP 



7.17. The Commit* are i n f o m d  that in place of the the* 
light railways which bad been closed down namely shahdarn- 
Saharanpur Light Wlway, Howrah-Amta alld Ho&rah-Sheakhala 
Light Ballways, broad-gawe linw are proposed to be coastmcted 
with 50 per cent participation by the State Governments concded. 
The Committee desire that final decision ehouM be taken in regardl 
to financial arrangement and machinery £or execution of work, 
early. 
Eastern Railway-Loss due to heavy leakage of Gear Case Oil from. 

Electric Locomotives 
Audit Paragraph 

7.18. Forty-five W.A.G. 2 electric locomotives imported from Japan 
were commissioned in the years 1964, 1965 and 1966. For the purpose 
of maintenance, these locomotives were based at Asansol Loco S h e d  
til! January, 1970 when they were transferred to Mughalsarai Loco 
Shed. The monthly consumption of gear case oil varied from 4585 
litres to 13818 litres during the period from June, 1968 to December, 
1969 and the average consumption worked out to 186 litres per lorn 
per month. During the period from January. 1970 to September, 
1971, the monthly consumption varied 9816 litres to 27740 litres 
giving an average of 455 litres per loco per month. The average 
montldy consumption of gear case oil per loco shed neither been 

' speciikd by the manufacturers nor had been fixed by the Railway 
Administration; but as compared to the consumption during the- 
period from June, 1968 to December, 1969 there an excess consump 
tion of 4649 litres per loco during the ~ e r i 0 d  from January. 1970 
to September, 1971 ( i .e.  269 litres per month) entailing extra expen- 
diture of Rs. 4.91 lakhs. 

7.19. The excess consumption of gear case oil was attributed to- 
several factors and/or combinatim of factors such as the topping up 
of gear cases at slightly higher level to prevent faiure of the main 
ccq-wheel bearings, leakage of oil from the gear cases owing to dete- 
rioration. of oil seals, gaskets and other sealing joints progressive in- 
crease in the period of runtring after intermediate overhaul of loco- 
motives during 1968 and 1969 and the non-availability of crane facility 
for lifting the lccos for attending to leakages promptly. 

7.20. The Railway Administration stated (October, 1972) that the 
oil seals were under indigenous development since October, 1970 to 
save foreiqn exchange and that the interim requirements of oil seals 
wourd be met by import. The Ministry of Railways (Railway Board) 
further stated (November, 1972) that the figures of oil consumption 



.for the period from January, 1972 b September, 1972 rbowd n d m -  
ward trend asis%als and gaskets were, being renewed on gro(iswaqW 
basis anfl that the excess consumption wqs ~rnpempCsd+by jDdireet 
saving by wag dL reduction of bearing failures and by not w4t4drpw- 
ing locos from M c  for oil seal changing. 

XParagraph 45 of the Report of the Canptrgller and Auditor General 
of In@ $or the year 1971-72 Union Government Railways] 

7.21. Givirr$ the reasons for *abnormal increase in the consumption 
*of Osar Gase OU during the period from January, 1970 to September, 
1971, the M w a y  B a d  have In a note stated: "The reasons for ab- 
n d  increase in the consumption of Gear Case Oil from January, 
1970 to September, 1971 were mainly: 

(i) deterioratioh of oil seals in service which were renewed 
during the last overhaul during 1968-69. These should have 
been normally renewed after 21 to 3 years but they de- 

teriorated much faster . 
'(ii) Basically defective design of oil seal has been experienced 

on the WAG-2 locomotives almost from the dates they m r e  
put into service. The consupmtion increases with the dete- 
rioration of see. 

(iii) Topping up of gear case oil to a higher level so as to avoid 
damage to the ears and bearings on account of lack of oil." 

The Committee were informed that the average consumption of 
toil per loco per month during the year 1969 to 1973 was as under: 

Year Litres/locolrnonth 

7.22. The Committee enquired whether the Railway Administra- 
-tion had at  any stage considered the desirability of Axing the rate of 
monthly consumption of gear case oil in respect of WAG2 electric 
locos. In a note, the Railway Board have stated: "The monthly rate 
of consumption of gear case oil has been under continuosur review 
by RDSO, Railway Board and 'the Eastern Railway almost from the 
time of commissioning of the* locomotives in service. The matter 

Thad a h  been .taken with the manufacturn of there locomotives 



7.25. The Railway Board have stated that the problem of heavy 
leakage d gear case oil, wm aop&ned to only WAG 2 electric a 
The main resMn f ~ $  cllbagamql increase in the consumption of gcegr- 
case oil is tbe deterioration of oil seals which were stated to be d- 
basically defective desigq, The Committee desired to know w h d k  
efforts had been made to develop capacity for indigenous manufacture 
of oil seals as a reliable and durable substitute for the imported ones, 
In this connection the Railway Board have stated: "The oil seals in- 
digenuowdy ~lllanuPadured are being used. However, with the unsatis- 
factory expe-rience in the year 1970-71 and due U increased leakage of 
oil, requirements of oil seals are being met by imports as the cost of' 
seal per loco set is insignificantly lower than the sa*g that these 
seals can provide in reducing oil consumption. Now action has been- 
taken use good quality imported seals and their impact is likely to 
be felt in the eubsequent years." 

7.24. It is indeed surprising that even though the question re- 
garding monthly rate of consumption of gem case oil on WAG-2 
electric locomotiva* is dated k have beon mder ceontinawus review 
almost from the time of eodslDioPLng of these locomotives ip 

1981-66, no satisfactory aolution seems to have been worked oat 
date. If the average -mption of 165 l i b  of oil per loco 
month in the year 1969 could be considered as optimum level, the 
present rate of about 511 litres per month per locomotive should 
cause serious concern. It shodd be noted that as compared to the 
consumption daring the period from June, 1888 to December, 1- 
there was an excess consumption af 5,649 litres per loco during the  
period from January, 1914 to September, 1971 which entitled ap 

extra sxpendttare of Its. 4.91 1akhs. The Railway Board's arm- 
ment that the excess consumption was compensated by indirect- 
saving bg: way of reduetion of h d n g  failure8 and by non-with-- 
drawal of locos from trafec for oil seal changinO does not at .1L 
appeal to Committea The Committee desire that the question 
bringhg dowm the consumption of d l  shodld be ex~editi* 
s a m ~ ~ s o y l t o t r b ~ ~  The~p.f lwryBo~dph@ 
keep a careful watchin Wsrsgud. 



Arbitration rwarda 

Audit P~taqraph,, , 
7.25. In paragraph 30 of ~ i r q T & t y  SeeapCi Report (Third XA 

S b h a )  the PuMic 4,qqounts c~rnrnit~ 4ad advised the Ministry 
of Railways (Railway Board) tg exam+ ,$he reasona for a lwge 
number of cases having being decided against the Railways and to 
consider the feasibility of impnwing the procedure of reference of 
cases b arbitration.. Again, 'in paregraph 3.39 of their Fifty Third 
Report (Third Lok Sabha), the Cornmitt& desl rd  the Railway Board 
.to undertake n nroper examination of the reasons why a majority 
sf oases referred to arbitration went against the Railways and to 
take suitable m e d i a l  measures. 

7.26. The Ministry of Railways (Railway Board) informed the Com- 
mittee in November, 1965 that suitable instructions had been issued 
to the Railways to evolve a procedure to ensure that cases were not 
taken to  COW;^ or to arbitration without the desirability of such a 
course haviqj been accepted by an Adminfstrative grade ofacer and 
also to plug pl.acedural loopholes, of which advantagke was likely 
-to be taken by unscrupulous contractors. They further stated in Jan- 
uary, 1967, that detailed study of the problein had been enstrusted to 
the Efficiency Bureau of the Railway Board. 

7.27. The Efficiency Bufeau submitted its Report to the Railway 
Board in May, 1967. In oursuenee of the rrecommendations of the EfR- 
dency Bureau, the Railway Board amended certain clauses of the 

-General Conditions of Contract relating to Works, in order to 
minimise the cases leding to disputes between the parties to the 
contract. 

7.28. A review of arbitration cases, revealed that out of 583 cases 
involving total claims of contractors amounting to Rs. 802.10 lakhs, 
referred to arbitration during the period from 1968-69 to 1970-71, the 
Railway Administrat,ions d d  admitted the claims to the extent of 
only Rs. 8.20 lakhs; but they had ultimately pay a total sum of Rs. 
201.54 lakhs in satisfaction of the awards given by the Arbitrators. 
The amounts paid by tQe South Eastern, Western, Central and South 
Central Railwa s were Rs. 72.93 lakhs, Rs. 47.73 Xakhs, Rs. 25.87 lakhs, T and Rs. 22.50 a h ,  respectively. The c l e w  showing number of 
cases referked arbitrhtion, amounts claimed by the contractors 
aplonn~ abniit'ted bj! the Railways and amoupts awarded by Arbi- 
trators and paid by the hail*% ah me@@&# id Appendix VI. , ? , .  < ,  

7.29. A test check orf certain cases referred to arbitration by the 
)<=en%al and Northern Railways at the instance of the contractors and 



W d e d  against these railways indicated that some of the items of 
disputer related to "Excepted Matters" which should have been Anal- 
ly dgolded upon by Q e  FeEpectdve Railway Admintstnations and 
hence not wbjwhd to wbltrothn under clause 664 of .General Con- 
ditions aif C Q n W  for Works. 

7.80. Under the 'Indian Arbitration Act (No. X of 1%: it is not 
d~ligatory for an ArMW*krr t6 give reawns or break-up of .the amount 
award@ $against wuiou8 clrdnre heard by him and, themtore, it is 
nut possible to ascertain the reasons or the extent to whim the de- 
fence of the Railway Administrations has not been accepted by the 
Arbitrators, 
[Paragraph 48 of the Report of the Comptroller and Auditor General 
of India for the year 1971-72 Union Government of India (Railways)] 

7.31. It is seen from the Audit paragraph that out of 583 cases 
referred to arbitration by the contractors during 1968-69 to 1970-71 
as many as 159 cases related to Western Railway. Similarly on the 
Scuth Eastern, Northern, Central, North ~akte rn  and Eastern Rail- 
ways 151, 77, 53, 49 and 45 cases respectively were referred to arbi- 
tration. The Committee enquired whether the reasons for such a 
large number of cases having been referred to arbitration by the 
contractors had been examined. In a note the Railway Board have 
stated: "The Ministry of Railways have examined the reasons for 
the  cases having )been referred to arbitration by the contractors. 
These generally are:- 

(i) Levying ~enalty~liquidated damages on the contractor 
(ii) Termination of the contract and imposition of penal 

clauses. 
(iii) Undue claims of contractors. 

(iv) Disputes in regard to excepted matters. 
(v) Execution of certain items of works, for which rates 

were not originally provided and which could not be 
mutually settled. 

(vi) Variation in quantities of items of works. 

(vii) Recovery of the value of stores/consumed in excess 
not returned." 

Clause 63 of the General Conditions of Contract relating to 
wcrks, as it stood prior to April, 1970, read as under: 

"All disputes or differences of any kind whatever arising out 
of or in connection with the contract, whether during the 
progress of the works or after their completion and 
whether before or after the determination of the contract 
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.be niwmd by the contractor to the W w &  M ' W  
W w o y  sbaU~afitMn a reexanable titime sfter tWr prW& 
tatim make and notify dedsiom hreun in Writing. 
decisions, directions, c l a ~ a t i o a  and rn~adb-ts, 
drawing and certificates with raped to any matters 
decision of which is specially provided by these ,aonds- 
tbns, given and made by the Railway, or by the Enginem 
on behalf of the Railway, are mattars which are referred 
to hereinafter as 'Excepted Matters' shall be final and 
binding upon the contractor and shall not be set wide or 
be attempted to be set aside on account of any informality, 
omission, delay or error in proceeding in or about the 
same or any other ground or for any other reason and 
shall be without appeal." 

7.32. The above clause stipulated that decisions on all disputes 
etc. referred by the contractors to the Railway Administration shall 
be notitled by the concerned Administration within a reasonable 
time and that the decision given by the Administration on 'Expected 
matters' shell be final and binding on the contractor and shall be 
without appeal. The Audit paragraph brings out that a test check 
of certain cases referred to arbitration by the Central and Northern 
Railways at the instance of the contractors and decided aaginst the 
Railways indicated that in some cases some of the items of dispute 
related to 'Excepted matters'. The Committee desired to know why 
such cases were referred to arbitration when such claims could be 
decided by the Railway Administration themselves. The Railway 
Board have in a note explained: "Clause 63 of General Conditions 
of Contract deals with 'Excepted matters'. The decisions, directions, 
clasdkations, measurements, drawings and certificates with respect 
to an1 matters, the decisions of which is epecially provided for by 
these or other special colrctitiom given and made by the Railway 
or by the Engineer on behalf of the Railway and matters which are 
referred to hereinafter as 'Excepted matters' and shall be final and 
binding upon the contractor and shall not be set aside on account of 
any informality. omission, delay or error in proceeding in or about 
the same or any other ground or for any other reason and shall be 
without appeal. 

These datters were referred to arbitration as the legal opinions 
obtained by tbe Railway administrations have leaned towards the 
view that where the Railway condders that a particular dispute 
relates to tbe 'Excepted matter' but the m e  is not acceptable to the 
contractor, there is no other alternative but to refer the dispute to 
arbitrator to decide. In such cases Railways' main defence before 
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the arbitrator is that the hue ia mt arbitrable being one ot 'except- 
ed matter'." 

7.33. The Committee enquired as to how many cases out of the 
583 c a w  iefkrred to arbitration during the 3 years ending 1970-71 
related to contracts executed after 196&69 and 1969-70. In this 
connection the Railway Board have stated: "As lot of data is required 
to be collected hg Railway from their Divisions, it will require some 
more time to reply to this point." 

7.34. In other note, the Railway Board have intimated: "The 
total No. of cases .(Railway-wise) referred to arbitration during 
1971-72 and No. of contracts awarded after April, 1970 are detailed 
below: 

No. of csses referred Out of the c u ~ s  
to Arbitration during shown in col. (2) 

1971-72 how many relate to 
conupas awarded 
After April 1970 

C e n r r d .  . . . . . .  8 Nil 

Eastern . . . . . . .  8 Nil 

Northern . . . . . .  50 Nil 

. . . . .  Nonh Eastern 3 Nil 

Northeast Frontier . . . .  2 Nil 

Southern . . . . . .  I Nil 

. . . . .  South Central 3 Nil 

South Eastern . . . . .  38 6 

Western . . . . . .  2 1 Nil" 

7.35. The Committee understand from Aud't that i n  the Central 
Public Works Department, the competent authority, while appoint- 
ing an arbitrator, makes a request to thc arbitrator tu  inciicatc the 
award against e;?ch item of dispute and the clause of the conditions 
of contract dealing with arbitration specially provides that in all 
cases where the amount of claim in dispute is Rs. 50,000 and above, 
the arbitrator shall give readns  for the ward. This was brought to 
the notice of the Ministry of Railways in July, 1970 suggesting 
examination of the question of providing a similar clause in the 
General Conditions of Contract of the Railways. 



7.36. Asked about the action taken on the above suggeetion m d e  
by Audit in July 1970, the Railway Board have stated: "This is 
under active consideration of the Ministry of Railways." 

7.37. Following the recommendations mode by the Committee 
t i  to time the Bailway Board had in 1967 asked its EfRciency 
Bureau to make a detailed study in regard to the reference of a very 
large number of cases to arbitration by the cmtractom on Railways 
and also to examine the reasons why a majority of cases refewzed to 
arbitration went against the Railways. In pursuance of the 
recommendations of the Efficiency Bureau certain clauses of the 
General Conditions of contract relating to works were amended to 
minimise the cases leading to disputes between the parties to the 
contract. That these measures did not have the desired effect is 
clearly borne out by the fact that the number of cases referred to 
arbitration has gone up from year to year. Therefore, it could be 
taken that job was not done properly. In 1968-69, the total number 
of cases referred to arbitration was 150, while in 1969-70 this figure 
went up to 221, Again in 1970-71 as many as 212 cases were referred 
to arbitration. It is further seen that out of 583 cases involving total 
claims of contractors amounting to Ra. 802.10 lakhs referred to 
arbitration during the period from 1M8-69 to 1970-71, the Railway 
Administration had admitted the claims to the extent of only Rs. 8.20 
lakhs but they had ultimately to pay a total sum of Rs. 201.54 lakhs 
in satisfaction of the awards given by the arbitrators. This system 
is disastrous. This leads to the conclusion that the procedures 
followed on the Railways in regard to settlement of claims of 
contractors are not at all satisfactory and there is, therefore. 
a noticeable predeliction on the part of contractors to msort to 
arbitration for the realisation of their dues. The Committee feel that 
the whole matter requires a competent reappraisal. They accordiigly 
suggest that a review committee of not more than 3 person-ne 
practising lowyer; one practising auditor and an experienced retired 
railway officer-my be constituted forthwith, which should examine 
the matter in all its aspects and devise a form of contract that would 
reduce the disputes to the minimum. 

7.38. The Committee also seriously deprecate the unduly long 
time taken by the Railway Board in taking a decision on a reference 
made by Audit in July, 1970 commending the practice followed in 
the CPWD in regard to incorporation of a clause in the conditions 
of contract which would make it obligatory on the part of the 
Arbitrator to record his reasons for the award. This calls for an 
explanation and axation of responsibility under advice to the 
Committee. The Anal decision taken in this k b d f  may be intimated 
to the Committee within three monthsj, 



Eastern Rsflway--Ds outstanding against a Brm 
Audit Paragmph 

7.39. Running contracts for fabrication and supply of 1700 sets 
of B. G. steel crossing sleepers, weighing 12,127.50 +cmnes were 
placed by Director General, Supplies & D:sposals on a Arm between 
1960 and 1963. According to the conditions of -the contract, steel 
sleeper bars were to be supplied by Eastern Railway free of cost to 
the Arm after i t  had furnished indemnity bonds %o the Director 
General, Supplies & Disposals with an all risk insurance cover for 
100 sets. The sleeper bars were to be procured by Eastern Railway 
from indigenous sources and paid for by the Railway hut despatched 
to the fabricating firm direct, after obtaining intimatyon from the 
Director General, Supplies & Disposals that the firm had furnished 
indemnity bonds. The payment to the fabricat'ng film was to be 
made to the ext,ent of 90 per cent of the contracte,l n t e  nn the proof 
of despatch and the balance after acceptance of the processed 
sleeper sets by the consignee Railways. 

7.40. The contract for fabrication did not provide for any obliga- 
tion on the firm to furnish an account of the finished pri.ducts ta the 
Eastern Railway Administration against sleeper bars issued by 
them. Even a copy of the contract was not endorsed to the Eastern 
Railway. 

7.41. The Railway Administration commenced issue of sleeper 
bars to the firm on the authority of advices r,!:taincd from Director 
General. Supplies & Disposals about quantit:~:; to be ir.surd and by 
August, 1966 completed the supply of entire quantity without 
ascertaining the actual supplies of finished products to the consignee 
Railways. The consignee Railways were a!so ndv;>inq only the 
Director General, Supplies & Disposals about the receipts of finished 
products and not the Eastern Railway. The Esstern Railway in 
whose books the debits for the amounts initially paid to the suppliers 
of sleeper bars had been lying, transferred them to the consignee 
Railwavr in accordance with Railway Board's htruct ions iswed in 
February, 1964. Thus the Eastern Railway had no machinery to 
centrally watch the supply of fabricated sttel crossi~ig sleepers 
against the bars issued by them. 

7.42. In July, 1967, the firm intimated that it was closing down 
its factory due to financial stringency. Thereupon, in September, 
1967 the Eastem Railway Administration made enquiries fronl 
Director General, Supplies & Msposals whether the firm had corn- 
pleted their contracts and called for details of outstading suppues to 
be made by the firm for which raw material8 had already been 



supplied. There $was &o a report in October, 1967 thrt  the firm 
had closed their factory and had been removing the raw materials 
including the sleeper bars lying with them on Railway account. The 
matter was reported to the police by Director General, Supplies & 
Disposals on 20th November, 1967 for investigation. I 

7.43. In February, 1969 the Director General, Supplies & Disposals 
made an assessment of the sleeper bars issued by the Eastern Rail- 
way against which the firm had not supplied finished sets of crossing 
sleepers and found (in March, 1969) that for 39 sets, the firm had 
drawn 307 tonnes of steel bars valued at Rs. 2.59 lakhs but failed to 
deliver the finished products. In addition, there was an excess 
supply of 14.04 tonnes valued at  Rs. 11,858, since the indigenous 
sources were not in a position to supply bars in specific lengths 
requi~ed for the manufacture of crossing sleeper sets by the firm. 
In February, 1971 the Eastern Railway Administration submitted a 
claim for Rs. 286 lakhs-to the Director General, Supplies & Disposals 
towards the cost of sleeper bars and other liabilities of the firm due 
to the Railways. 

7.44. In the meantime, in April, 1970. the Director General, 
'Supplies & Disposals decided to refer the Railways' claim to arbitra- 
JtWbh;and informed Eastern Railway in August, 1971 the acceptance 
of an amount of Rs. 2.75 lakhs for inclusion in the claims preferred 

lggg&pt e firm. It is not known whether any ArhitratOr has been 
1 am& ,%:&, pirector General, Supplies B Disposals (April, m 1 3 1  , l f l l l  



%7.46. ?rse Comrnitttw desired to knbw what @rocedure had1"been 
laid down by D G W  to watch and control the issues of raw rnate- 
riala (Le. sleeper bars) made by the Easttern Railway. In this laon- 
nectiirm, the Department of Supply have intimated: "After conclu- 
sion of the contract ,assement  %of the requiremat of sleeper bars 
was muad& and the Bailway Board naa;ile bwi@tary pvisioms fox the 
procuremerit of bgsic raw material via. sleeper bars on kbalf  of 
the indenting Railways. THa Controller of Stores !EkMmn Railways. 
had been narninated to p r w r k  and account fdr &se.deeper bars 
on behalf of the Bailway Board. The sleepet bars were released &y 
the Controller of Store$, Eastern Railway to the contract holding 
firm on the basis of release instructions issued by D W D  after the 
firm had executed proper Indemnity Bond and forfeiture clause. 
Actual accounts in respect of budgetary allocations and misia of 
necessary debits against consuming Railways were however kept 
forn~ally by F.A. & C.A.O. Eastern Railway. To enable the FA. 9: 
C.A.O. to maintain proper accountal, the fabricator was required to 
send every month an accountal statement which inter-alia showed 
the receipt of payments and consumption thereof. In addition, one 
consolidated letter in respect of all the bills submitted during the 
preceding month was required to be sent to F.A. & C.A.O. containing 
details of supply orders, consignees, head of accounts, inspection 
notes, R / R  Nos. etc. to enable the F.A. & C.A.O. to raise the neces- 
sary debits on different consuming Railways. As per practice, one 
of the functions of the Deputy Director (Steel), Calcutta was to 
rnamtrun close liaison with Eastern Railway and FA&CAO with a 
we* to ensure proper check and control. This would be borne out 
by the fact that out of release of 12127.5 MIT, the firm consumed the 
raw material to the extent of 11820.24 M,T and before granting 
extension at each stage the performance of the firm in the previous 
quarter had been verified. Even though the firm applied for exten- 
sion on 5-1-67, this could not be agreed to as during the next few 
mocths report of labour trouble etc. and non-accountability of raw 
material had been received from various sources such as Eastern 
Railway, Deputy Directors ( Progress) and worker's union of the 
firm." 

5.47. The Railway Board have, in a note on the subject, stated: 
"The Board issued instructions in 1964 vide their letter NO. 61/749/ 
2lTrack Pt.B,-dated 27-2-1964 that the adjustment of the cost of 
steel crossing sleeper bars with the beneficiary Railways concerned 
should be carried out by operating the head 'Transfer Railways' 
immediately upon incidence of the charges and that the adjustment 
of the cost of crossing sleeper bars need not be deferred till actual 
supply of sleeper bars to ultimate consignee Railways. These 
fnstructions were issued with the limited purpose of avoiding double 



budgeting against 'Wsc. Advance Capital' both by Eastern Railway 
and the beneficiary Railway. . 

The responsibility of &stern Railway was dimited bo the extent 
that they were to supply sleeper crossing bars to the WS&D fabri- 
cators on receipt of release orders from DGSBrD. The full respon- 
sibility for ensuring that the firms supplied the crossing deeper sets 
against raw materials mpplied to them rested with the WS&D. The 
instructions imt@ by the Board in 1964 did not alter this position 

ity of ensuring the f i s h e d  products were supp 
materials igsued continued to rest with the 

DGSdrD." 
7.48. The Committee enqufred whether the Railway Board had 

ensured that the Railways which received the debits from the 
Eastern Railway kept a watch on the supply of steel crossing sleepers 
in time. To this the Railway Board have replied: "The full respon- 
sibility for watching the supply of crossing sleeper sets correspond- 
ing to the supply of raw materials rested with the DGS&D who had 
obtained the indemnity bonds from the fabricators. The inspection 
was alsc carried out by them. The normal procedure for watching 
such supplies was followed in this case also by the Railways. Debits 
weje allowed to be raised by the Eastern Railway on the beneficiary 
railway with a limited purpose to avoid double budgetting. These 
debits had nothing to do with the performance of the contract and 
the timely and correct receipt of supplies which were watched by 
the DGS&D who had obtained indemnity bonds from the fabricators 
for supply of raw materials. The supply of raw materials i.e., 
crossing sleeper bars, was controlled by the DGS&D through issue of 
release orders against indemnity bonds furnished by the fabricators. 
As copies of release orders were not sent to beneficiary Railways 
tbcy were not in a position to watch the liquidation of this suspense." 

7.49. It  is seen that even though action was started in July 1967 
to find out the dues from the Arm, it was only in February 1969 that 
this could be finally determined. Asked whether this delay was due 
to non-maintenance of proper records by DGS&D, the Department 
of Supply have in a note stated: "It was a legal requirement to 
serve a notice upon the firm for the return of sleeper bars unaccount- 
ed and also for the outstanding dues against them. For this require- 
ment of lodging a claim on the contractor, full facts about non- 
accountability and actual release made by Eastern Railway were 
necessary. In fact, the fabricators were to submit the details of 
accountability to FA&CAO. The DGS&D had been receiving only 
statements in prescribed forms 18 'A' and 18 'B' regardipg supplies 
of finished storm a d  rsceipt of only such raw material such as flats 
etc. other than tileper barn. It had taken quite some time for the 
Eastern Railway aqd FA&CAO to intimate the correct positlon of .. 



the actual rdease of sleeper bars and fie receipts in terffis 04 s h p  
plies made. In  fact, the DGSBrD had to take h d p  of Joint Director 
Vgilance, Railway Board to obtain such information from the 
Railways c~ncerned before the actual dues could beearrived at. On 

of the intimation about the financial difficulties and closing 
down of their factory in the middle of September, 1967 from the 
controller of Stores, Eastern Railway, imnred~ate actions were t a b n  
to ascertain the liability of the firm in respect of this and other 
contracts held by them. .Even though the firm had requested earlier 
for extension of Delivery period and placement of further quantities 
against the Running Contract on the face of the closure of their 
factory, i t  was decided in consultation with Law Ministry to drop 
the question of further allocation on the firm as well as the exten- 
s~on of the Delivery period. In October 1967, it was decided to 
make a reference to Deputy Director (Steel) to look into the ques- 
tlon of utilisation of raw material supplied by Eastern Radway in 
cilnsultation with them. It  was also decided to make a reference to 
the Eastern Railway to give details of free supply of sleeper bars 
contract-wise and approach the respective consignees to intimate the 
receipt of finished stores. In the meantime, i t  was considered 
necessary to consult the Ministry of Law for the course of action in 
the interest of the Government and in terms of the contract. On 
6-11-67, the Worker's Unions of the firm also made certain allega- 
tions about the management of the company. At the same time a 
rcport was received through Eastern Railway concerning one Shri 
S P. Dey, who had reported the matter t )  Kalyani Police Station 
requesting to stop the removal of BG Sleeper Bars from the pre- 
mlses of the firm. It was a detailed report about what had trans- 
 red between Shri Dey and the authorities in Kalyani Police Station 

ing the course of the discussions over telephone etc. Immediately 
on 15-11-67, the DGS&D informed the Deputv Director (Steel) about 
the details furnished by Worker's Union with a copy to Pay & 
Accounts Officer with a request to intimate the outstanding dues of 
the firm. In the meantime, Eastern Railwav also addressed a letter 
to the Kalyani Police Station to ascertain the facts. The Progress 
Wing of the DGS&D at Calcutta on the other hand took up the 
maller confidentidly with D.I.G. Police about the serious complaints 
of Shri Dey. Copies of all the complaints were forwarded to him on 
20-11-67. The firm was also asked simultaneously to intimate direct 
to FAdrCAO and Eastern Railway the accountability of Sleeper Bars 
for which they were responsible, under advice to DGS&D. It was 
"med by Lgw Ministry on 30-11-67 that i t  would not be correct to 
rely on third party reports (or even departmental reports) and 
deny the firm further mbors, if they are entitled to it. It  was 
Considered necessary to ask the fum whether they are in 4 positicn 



b execute the orders before declining to place further &rs. The 
Pay 6. Accounts OfBcer was requested in December '67 to freeze all 
pending payments to the firm. In the meantime, the case was also 
referred to SPE* DGWD decided to write to Deputy Director 
(Progress) to visit the firms premises to make immediate on the 
spot enquiry. We was asked to ascertain the Nos. of Sleeper Bars 
released to the firm, thetotal number supplied in the form of finished 
goods and the total Nos. m stock and he was required to clarify the 
discrepancies, if any. He was to report specifically whether there 
was any pim-facie evidence for the disposals of the bars otherwise 
than as provided in contract. In Decembcr, 1967, this was reported 
to Registration Branch for taking punitive action against the firm. 
Another reference was made to the Ministry of Law on 13-12-67. The 
Ministry of Law desired certain clarifications which were furnished 
to them on 26-1287. Further references were made to the consignee 
for receipt of stores in good condition and certain replies were 
received towards the end of December, 1967. At the same time 
Eastern Railway started preparation of the drawals for BG Bars in 
consultation with Progress Wing at  Calcutta. On 1-1-68, the detailed 
report of Deputy Director (Progress) Calcutta, was received. It 
was reported that he was still in touch with Eastern Railway to 
furnish him the details of actual sleeper bars released and for the 
accountal position. Managing Director of the firm Shri Dutt was 
called for discussion. Shri Dutt explained that the compla.nt was 
false since whatever raw-material was received had been fabricated 
and supplied. In view of the labour situation, they were advised 
by the local Police to shift the lighter materials inside the godowns 
and they were thus shifted, which appears to have been complained 
against. He was asked to produce the accounts and records and aiso 
arrange inspection of their factory. The firm was visited by the 
Officers of DGS&D, Calcutta alongwith Director of Inspection and 
Shri Dutt, Managmg Director of the firm. It was found that there 
was no stock of Sleeper Bars in their factory which was explaned 
by Shri Dutt stating that their own jigs and tools etc. were shifted 
under the advice of Police and had been placed in the State Bank's 
godown and as such he could not show the godown for their inspec- 
tion. The condition of the factory was also examined. After 
thorough study of the details furnished by the firm, supply position 
was indicated. I t  was, however, a prim-facie assessment only and 
was subject to verification with the Railway records and documents 
of the firm particularly with regard to: Supply of Sleepers and short 
receipt etc. He reported that exact positi~n would be intimated 
after verification from Railway records. In the meantime, remln- 
ders were issued to all concerned from time to time. The MinistrY 
entrusted to the Arm m d  not accounted tor by them hod to be 



eierts ined dbdkitely W o r d  any dkastic a&& 'ha$ takgn.' 'It '$a# 
also brought oh\ by Law Minis%& to tlie 'notice of t$e ~dminbtrativd 
Minbtry that under certain condition$ the purchad~r de 7 Be dgbi. 
to get, back the 'material given to  the Rrm for fabhd t i~d .~ , ' 'm t i  
pufchaser can e ter upon the site and works a n d e x h l  t,@ &n%& 
therefrom acoo 9 ding to the terms 04 forfeiture .clause aft& gfvinb 
a notice for 7 days. I t  was for the Administrative Ministry 'id 
consider all aspects of the case before deciding such actio 7 " "  stage may come, when we will have to entru9t the p&mises back 
to the contractor. At that stage, the pbssibiliti of kn ininfluted claim 
for damages by the contractor with or without fouridatlon,cannot all 
together be ruled out. In that case, we will be const?&ined to defend 
such claim, however, false i t  m y  be. Reference was made to the 
Inspector as advised by Ministry of Law in January, 1968. I t  was 
stated by Director of Inspection in  February, 1M8 that how i t  could 
be proved that the firm had abondoned the contract to meet the 
legal requirement to enter the premises, as observed by Law 
Ministry. In March, 1968, the DGS&D recelved a report dated 
23-2-68 from D.I.G. C.B.I. for necessary action. I t  was suggested by 
D.I.G. that the premises of the firm might be got inspected by one 
of the local offlcers of DGS&D and if the firm was unable to account 
for BG Sleeper Bars, they might be penalised according to their 
contract conditions. Certain verifications m2de by him had aiso 
been intimated. In the meantime, in March 1968, itself, notice was 
received from Barrister at  Law in pursuant to an order of High 
Court of Calcutta that he had been appointed receiver in a suit 
between MIS. Nav Bharat Trading Corporation vs. M s. EEC and in 
terms of settlement arrived at between the parties, he had been 
directed to ascertain the amount lying with the Government to the 
credit of the defendent and to realise the same. I t  transpired that 
recovery of Rs. 25,7001- was outstanding fram MIS. EEC towards 
MIS. Nav Bharat Trading Corporation. Correspondence colitinued 
between Eastern Railway, Pay & Accounts Officer and Deputy 
Director (Steel) d u n g  the period March 1968 and Novepber 1968 
and with reference to the notice received, another legal opinlon was 
sought. In February, 1969, i t  was decided to make a reference to 
Joint Director Railway Board to request Eastern Railway and Fir. 
& CAO for a reply on the correct details of raw materials. From 
the foregoing details, i t  would be amply clear that the delay in And- 
ing out the dues against the firm was not due to non-maintenance of 
proper records by the DG;S&D but because such drtails hi\d to be 
collected from Eastern Railway and F.A. & C.A.O." 

7.50. The Committee desired to know whether the inciemnity 
bond was kept current to cover the period of cnntract and w e x t w  



@ion from time to the and if m why could not the all rfsk cover be 
Uged k recover the value of utilised raw materials lymg with the 
@m. In &I note the NpPrtment of Supply have sht*.d. "The 
Indemnity b d  was enforceable during the period of the contract 
and it's exteaeioo. hwn time to time was not necessary. Uader 
claw 4 of the Indemnity Bond, the following stipulation had been 
made: 

"his Bohd shall remain valid and binding till such time as 
aforesaid contract has been fully and finally executed and 
carried out and the contractor has rendered on account of 
tbe bars received and utilised by it m d  stores ir~enufac- 
bred have been delivered and all the snrplus sleeper bars 
left over after execution of the contract are retunsea and 
or accounted for by the contractor'. 

As far 'why could not the all risk cover the used to recover 
the value of unutilised raw-materials with the i i~m' ,  it is 
presumed that the documents such as Indemnity Bond and 
forfeiture clause as had been obtained from the film in 
the contract in question were considered to be suriicient 
in terms and instructions then prevailing." 

7.51. The Committee were informed that the present position 
before the Arbitrator was that the case hiid been adjnurned szrte die 
as the letters addressed to the firm are being returned un-delivered 
with the remarks on the envelope 'left'. 

7.52. The Committee asked what steps were proposed to be taken 
to ensure prompt availability of information ahoul dues outstanding 
against such Anns and a i r  recovery from insurance cover indemnity 
bonds etc. in time. The Department of Supply informed the Com- 
mittee that the matter was being examined in detail. 

7.53. As regards the remedial steps proposed by the Railway 
Board to avoid recurrence of such cases, it has been stated by the 
Railway Board that: "At present Railways art? supplying imprted 
MS. billets to DCSdrD fabricators for track fittings againbt Bank 
Guarantee. For this purpose a detailed procedure has been drawn 
up indicated the functions and responsibilities of all the agencies 
involved. It is proposed to issue similar instructic,ns whpncver raw 
m a w s  are to be iseued to DGS&D fabricators against bank 
guarantee or indemnity bonds." 

7.54. Thb t a cnse ot failure both on the part of DGWD and 
t h  Eastern Railway to keep a watch on the utilisation of raw mete- 



by r &Mating ftrsa whit41 had m n i n p  ceutnreb with tb 
DGS&D for supply of finished crossing deeper u te verisw M- 
ways betwean 1969 and 1963. Under the contract the Eastem W w a y  
was to issue free of cost the raw material to the firm on t&e basic 

the release instructions issued by ffiSBrD after the flrm hod we. 
cuted proper indemnity Band. The e h e d  producta were to be 
despatched by the Arm to different consignee Railways w b  were 
required to make payment to the Fabricating firm to the extent of 
go per cent of the contracted rate on prod of deapatch and tbe Bdence 
after acceptance of the processed sleeper sets. ' The consignee Roil- 
ways were only required to send an advice to the DGWD a b u t  the 
receipt of fished products. No proper procedure for correlating 
the issue of raw materials with the receipt of finished products was 
however laid down leaving enough scope for malpracticts with the 
result that in July, lgB7 when the Ann themsetves advised tLd they 
were closing down their factory neither the WS&D nor tire Eagtsrn 
Railway were in a position reacsly to find out whether the entire 
supply of raw material had been properly accounted for by the firm. 
In fact it took the DGWD more than a year and a half to find out 
that the firm had drawn about 321.04 tonne8 of steel bars valued at 
Rs. 2.7 lakhs in excess. The explanations given by the DCS6D and 
the Eastern Railway are no more than an attempt to disclaim respoa- 
sibility and put the blame on each other for the serious lapse. Gw- 
ernment should, therefore, consider seriously all the fartors that led 
to this situation for taking appropriate action as also'to prevent its 
recurrence. Action taken in this behalf against the responsible a- 
cials of D G U D  and Railways both may be intimated to the Com- 
mittee within three months. 

7.55. The Committee understand that the arbitration proceedings 
have been adjourned sine die because the whereabouts of the firm 
are not known. The Committee would like to know further action 
proposed to be taken in the matter. 

Catering on Railways 

7.56. The Committee enquired how the rate of commission pay- 
able to vendors was fixed; whether rates of commission on different 
items and on different railways varied and if so what were the ma- 
sons for such variations. In a n&, the Railway Board have stated: 

"The commission is paid to vendors as a percentage of the 
sales e;fi&t& by them. The powers to fix rates of com- 
mission to vendors and bearers have been delegated to the 
Zonal Railwavs. This has been done as commission has 
to be Axed taking into account all the local conditions, 



i * '  A r t  I " 
~ ~ e r a l l ~ , , ~ ~ ~ n g ,  r p e  1;;~tes ,of comsnissiop are fixed taking 

, &to cpns63eratip the following factors: 
,(i) Quantum of sale ef M e r e n t  Ytms a t  statibns. 

, 1 I ,  I 

(ii) ,,P?ttern of train services. 
'"(i4f)' Ntunber of platforms. 

.or\') Duration of halts. 

Yy)' Numbek of vendors/bearers required to cater adequately 
, b  

8 I 

# fne 'needs of passengers. , . \  
W e  these factors vdry from Railway to Railway and from 

one splaoe to another on the same Railway, it is not possible 
, to lay down either a unif~rm procedure or to fix a d o r m  

6 s  rate of commission. The Railway have to see that the 
rates of eommission are fixed and adjusted among the 
various, items in such a way that the overall emoluments 
earned by a vendor/bearer, who puts in an adequate effort, 
~ o n n a l l y  amounts to a reasonable wage in the area in 
which the vendorlbearer works, provided he is regular in 
attending to his work. The rates of commission for the 
articles, therefore, vary from Railway to Railway. 

7.57. Referring to the varying rates of commissions payable to 
vendors/bearers on different Railways and stations, the Chairman 
Railway Board stated during evidence. "We are going into this 
question. The main point is what is the minimum that a man must 
earn. The difference can still remain, as long as there is disparity in 
sales." 

7.58. As regards periodical review of the rates of commission 
paid to vendors, the Railway Board have in a note stated: 

"Instructions were issued to the Zonal Railways in January, 
1970 that the rates of commission paid $0 the vendors 

I should be reviewed once after every three years. 

Apart from the review of commi~si~on rates once in every 
three years, the tariff for vending items is revised by indi- 
viduaI Railways from time to time depending upon the 
increase in prices of raw materials, staff ~ o s t s ,  etc. The 
tariff for tealcoffee and meals has also been revised by the 
Railway Board on an  all-India basis with effect from 1st 



, L 1 t L ,  

Dewnbr; 1873. 'Phe quantum of c o m i o p  earpea ,by 
vendors, therefore, automatically increases w h w  tber,$ is 
enhancement of the tariff in view of the fact th& the &m- 
mis'sion is corelated to sales. 

.'t 

The year in which the commission rates were last reviewed on 
each Railway is indicated 'below: , 

11 . '  
Central Railway I Further reviiw is due in Derecyp* Jh. 

Ye=. 

Southern Railway . . I971 Further review L due in August this year. 

South Central Railway . 1972 

Northern Railway . , 1973 

Northcast Frontier Railway 1973 

Western Rallwey . , 1973 

South Eastern Railway , 1973 

Eastern Railway . . Last review was made in 1970. Next review b an k n d  
and expected to be completed shortly. 

North Eastern Rorlway . Considermg that the upward revkmn of tyff from nme 
to tlme had resulted in increased commission payable 
to vendors, no incrrclse m the rater of rxrmmiwion 
as such was ma&. A revxw 1s now in hand. 

7.59. The Committee nate that the cammission paid to vemdors/ 
bearers on Railways is fixed as a percentage of the sales Metase by 
them. The powers to fix rates of commission ane delegated to the 
Zonal railways and as the various factors having a bearing on the 
commission earlled by vendorslbearers vary from Railway te Bail- 
way and from station to station on the same Railway, no an i fom 
procedure has been laid down which shows maladministration and 
mismanagement. However, while fixing the rates the Zonal Railways 
are supposed to ensure that the rates of commission are fExed and 
adjusted among the various items in such a way that the overall 
emaluments earned by a vendor/bearer d h o  puts in an adequate and 
strenuous efforts, normally amounts to a reasonable wage in the area 
in which the vendorlbearer works. The Committee were also in- 
formed that the question of ensuring a minimum commbsion to these 
vendors/bearers was being gone into. The Committee desire that 
while reviewing the rates the Railway Board may find out whether 
the Zonal Railways have actually taken care to ensurg that the com- 
mission paid to a vendorlbearer amounts to a reasonable wage. The 
Committee would further like to suggest that while fixing the rates 
of commission, besides, making provision for a minim- amount pay. 
able on all Railways, the rates may b e  f ied in a graded manner 



relateable to quantum of sales. This will not only ensure a £ah 
commission far tbe vendors/bearers but will also act as an incentive 
for them. 

7.86. The Committee further note that instructions we& issued 
tb the Zonal Bailways in Janlrary 1970 that the rates of commisdon 
psia to the vendom s h l d  be reviewed once after every three years. 
I t  is however seen that the last review carried out on Eastern Railway 
was in 1970 and till 1973 no further review has been carried out. 
Further no such review seems to have ever been carried out on the 
North &stern Railway. A review is stated to be now in hand. The 
Committee would like an explanation as to why the review on Eastern 
W w a y  was not carried out at all in 3 years. In regard to North 
Eastern Railway the Committee wish to know how the rates of 
commission were initially fixed since no review seems to have been 
carried oat. This shows the whole affair is being mismanaged and 
no care has been taken to ensure that Railway's share of profit is 
kept to declared minimum and that the vendors without whom ser- 
vices the passengers, especially the weakers section, will be put to 
great inconvenience, are given a need based earning and a human 
living. 

7.61. In the vast Railway Organisation the catering vendors and 
a section of the catering bearers are the only set of people who, 
altheugh they are doing a very essential and indispensable job for 
the passengers have not been absorbed in the Railway. It is, there- 
ferre, necessary for good of all concerned that the service mentioned 
ahwe rboum be fully taken over and run departmentally on a per- 
manent f- by paid employees only. There should be no scope 
f a  any private trader or contractor in tbis sphere. The Committee 
dcshe that Uailway Board should keep a careful watch to sm that 
the Eoad Railways carry out the reviews after fixed intervals. 

General 
7.82. The Committee have not considered it necessary to make 

specUc ncommendations/observations on some of the paragraphs 
incladed in the Beport of the Comptroller and Auditor General of 
Irdir. They nevertheless trust that the Railway Board will take 
such action as may be necessary in respect of such paragraphs, in 
aoosultPtion with Audit. 

JYOTIRMOY BOSU, 
Chairman, 

Public Accounts Committee. 
NEW DELHI 
April 19, 1974. 
Chat tra %, 1896 (s) 



APPENDIX I 

Statistics relating to enginc falures a North Eastem Railway 

Year 
Total 

Engines on 
line 

No. of Engine failures Percentage Fhghe5~- 
overaged of faihus pcrengrne 
Engines Passenger Goods Total Percentage due to bad failure 
out of of ad. 4 workman- ( F I  in 
col. 2 to col. 6 ship in shops thousands) 

and shais 
and mis- 
m-m 
by crews 



(See para 6.3) 

Statement shoankg results of grade tests conducted by the Zonal Railways 

No. of wagons Percentage of samples Percentage of wago n s Estimated Petcentage of shale 
(Samples) analysed conforming to specified found sub-grade bso slack and dust 

grade and above (in hkhs 
Railwa!- ----- of Rs.) 

Cfn' ral . . . . 2117 2253 2247 58.7 6 2 . 7  59.2 41.3 37 -3  40.8 3 -48  IW% of the wagons 
received contained . 
more than 10% 

S k k  Pnd dust 27% 
to 73% had more 
than 10% of shale. 





APPENDIX I11 
(See para 6.9) 

Comparative position of quality of coal supplies to the Railways before aad aft@ 
nariorid~sation 

Month 
(Before nationalisation) (After nationalisation) 
No. of I No. of No. of No. of 
wgns. wgns. wgns. wgn~. 
loaded found loaded found 

with in- with in- 
ferior coal ferior coal 

- 
February . . . . . . 52,713 850 50,256 3@5z 

April . . . . . . . 51487 1,273 57,695 2,490 

May . . . . . . . 56,528 I445 52,794 3409 

July . . . . . . . 55,000 1,664 52.378 3,005 

August. . . . . . . 53692 1,712 46,242 2,377 

TOTAL , . . . . 3j82154~ 9604 3,54477 20,096 
2.55; 5'7% 

(b) Results of sampling checks 

1972 1973 
Month 

(Before nationalisation) (After mtionaliaation) 

Above Within Below Above Within Below 
grade grade grade grade grade grade 

April. . . 17.2 64.9 17.9 9'5 45'4 45' I 

M y  . . . 20.8 54.5 r4.7 1 '5  34.5 64.0 

Avuqe  for the four 
~ o r n h ,  . . 20.8 52.8 26.4 4'4 46.7 4 . 9  



VS 
2 1SIC89 LEP- 91 L'9s zL8'11 ...... 'Xa~m -9-OH 



Ctnlral ,  , 15 17 11 j j  I7,jO 1 2 ~ 7 7 3 6 ' 9 2  6799 - 0 , o j  O,I4 0'19 6'61 4'93 14'33 25'87:j 
hstwn, , 11 13 11 45 9 I pol ~ 6 5  oa omo2 0 ~ 8 9  3'65 1,7o ~ j l  7'91 
NbflhtiI , 12 10 2 )  j 1  1 4 , l i  21'19 40'41 80'41 0'19 0'98 0'06 1'33 1'53 1'71 644 I 3 , P  
North Eartern ~j lo 24 49 6 8 1 0  177 j m o j  11'90 - - - - 1'29 1'41 0'91 3'72" 

Northeest 
Frontier , - I 2 3 - 47'69 2 4 6  p o j  - - 0 8 p  0'70 - - 1'19~ r,lg@ 

Southern, , 4 1 j 9 j 4 o  1 ~ 2 1  9 '63  16165 - - - - 1'49 0'59 3'4 5'32 

SouthCrn~rai , 11 10 9 10 42'64 11~01 j j 4 y  126101 ~ ~ o j  o ' z ~  - 1426 5 4 4 6  13'20 3 4 4  zi8jo 

S o u t h h s t t m ,  31 61 56 ry 54461 7 r q j ~ 7 6 ' j 1  101146 0 8 8 9  1157 1 ~ 3 7  ! a 8 3  q j o  20'76 11'66 71,911 

Wrstern, , 36 73 jo 1p5? 33816 997768 '59 101'62@ - - - - 11'24 zz']? 14'12 17'1j 
Mrvily 
ProductionUnirs 2 4 I 7 o , 9 j  2,11 qo y y - - - - o , q  0 8 j 9  0'12 0'95 
C-IL~~..".l__--...--_ -_-. - . "  ---.-.. -.-_ 

Tor&: , i j o  111 212 583@ 1 l j , 4 2 p ~ ' j 8 2 9 1 ' 1 1  !om@$ 1,88 j q  2'19 8,20 56'01 71'31 1119 ~ o ~ , j # t ~ ~  
-,---"-" .-- --t--- -..- 
6 Out of this the award of an mount of Rs, 0 8 9 7 j  (lakhs] has not been paid snd is b ing c o n t a t d  

Out olthis thr a w d  of an mount  of Rs, 1'07 (Isidis) has not been paid md ha betothdtngtd by I Railway Administration in Court, before rhom the cast, 
is pmding, 

t RI, 11'91 (lakhs) is tht amount awwardtd in 149 cases out of ~ p ,  In the remaining i cast! arbitration is in progress, An amount of Rs, 1 1 ~ 9 1  ( I h )  out 
oiiheamount awwarded h s n o t  yetbecnpid as either the avside art under st111 IS or the amounts are awaiting p a p m t ,  

i @Outal tht~t ,  in rtsptct of 11 claims lotaling Rs, 37'71 (Mkhs), tht srvatds havenot! cnyrtri(~lared, 

Out of thil pn mount ef RB, 0111 (ialtht h not yd bm paid, 





SUMMARY OF MAIN CONCLUSIONS /RECOMMENDATIONS 

I 2 
- 

3 -- - 
4 -- - 

I 1.24 Railways The Committee are concerned to note that the index of wagon 
turnround for all railways shows gradual deterioration during the 
last 7 years in spite of all the fanfare. The wagon turnround is 
defined as the time interval which elapses between two successive 
utilisation (Loadings) of a wagon. The turnround of 11.8 days in 
196-66 deteriorated to 13.5 days in 1971-72 on broad gauge while 
the turnround of 8.41 days obtained in 1965-66 on metre gauge wor- 
sened to 10.6 days in 1971-72. The performance of certain railways 
such as Eastern and Northeast Frontier on broad gauge and North- 
ern and North Eastern on metre gauge has been particularly bad 
during this period. 

The other important indices of wagon utilisation are: (i) wagon 
kilometres per wagon day. (ii) Net tonne kilometres per wagon day, 
(iii) Average wagon loading during the run and (iv) percentage of 
loaded to total wagon kilometres. According to Railways Board's 



-. - ---- - - - _ - -  
dwn assessment while the W e r e n t  indices of wagon utilisation have 
generally shown an improvement over the years, in some cases the 
position today is only what it was in 1965-66 or even slightly worse. 
In this connection i t  is worth noting that the index of net tonne kms. 
per wagon day on B.G. was 998 in 196041, 889 in 1967-68, 988 in 
19'70-71 and 935 in 1971-72. The index of average wagon load during 
the run was 18.5 in 1960-61, 18.6 in 1965-66, 17.9 in 1970-71 and 18.60 
in 1971-72. Thus the position is actually worse t h d  what it was 
over a decade ago. i 

Railways , The Committee consider all this to be most unsatisfactory. With r 
i augmentation of the capacity of important marshalling yards, in- 

crease in the speeds of goods trains following dieselisation and 
1 electrification of traction at a very high cost, streamlining of trdilt!, 
I 

increase in block rake movements, a progressive reduction in the 
index for wagon turnround ought surely to have ensured. The 

, explanations given before the Committee are not a t  all convincing. 
I 
t The situation calls for a radical rethinking on Railways' control 
i over operations. The problem should, therefore, be studied in depth 

J : .  . \ , and. remedial s t e p  taken forthwith. 
', 

Rlys./Deptt. of Stcei The Committee are distressed to learn that of late the number 
of wagons held up inside steel plants has considerably increase ih 
spite of comparat1;rely reduced traffic. The average number of 



wagons held in steel plants daily which was 5,956 in 1969-70 went 
up to 6,943 in 1971-72. The payments made by the steel plants to 
Railways on account of demurrage for wagons detailed beyond t b  
permissible free time increase from Rs. 6% l a b  in 196344 to as* 
much as Rs. 238 crores in 1972-73. During evidence the rep- 
tatives of the Ministry of Railways pointed out that the handling 
methods followed inside the s b e d  plants were mairsly respoWMe. 
for the detention of increasing number of w-s in steel flstots 
for longer periods. At the same time the representaaive of the 
Ministry of Steel attributed the held-up of in steel plants to 
changes in modes of traction of railways, frequent disbratioa: in 
the railway system affecting uniformity of low of loads i ~ t o  t ~ 4  
from the steel plants, frequent imposition of route: restrictions ete 
The Committee were informed that a review committee bed been t; 
set up by the Ministry of Steel to go into the entire questiora; They - 
h i r e  that the review should be completed expeditiously and the 
remedial measures suggested by the Review Committee to over- 
come the present shortcomings speedily implemented. Action - 
in this behalf may be intimated to the Committee within six month, 
Similar action is urgently calkid for in respect of detention to 
wagons in ports also. The Committee are -tly concerned a b u t  
the holdups of wagons in steel plants, ports and elsewhere beolarrse 
to that extent other users are deprived of wagom and the R ~ W ~ Y S  
lose revenue. A very highpower reviewing Committee cowbting 
of academically educated transport economists and others should 
be constituted to go into this question immediately. 



5 1 -52  Railways The Committee are concerned to note that the percentage of 
wagons awaiting repairs in sick lines, Transportation Workshop 
(running sheds) and in Mechanical Workshops has been i n c r m g  
over the years indicating substantially increased detention of 
wagons, though the Workshops capacity remain unutilised. The 
percentage of BG wagons awaiting repairs to total on line increased 
from 3.W in 1965-66 to 5.11 in 1970-71. In the case of MG wagnns 
the percentage of wagons awaiting repairs rose from 337 in 1965- 
68 to 4.46 in 1970-71. The Committee were informed during evi- 
dence that for the purposes of measuring maintenance e5ciency of 
Railways it had been laid down that ineffective wagons should not 
at any time exceed 4 per cent of the total stock Judged on the 
basis of this criterion there has been severe deterioration during 
the years 1W-70 and 1970-71. Besides the increasing trend in 
proportion of wagons awaiting repairs, the detentions in Mechaafd 
Workshops for repairs have been considerably increasing on most 
railways from year to year. Further the percentage of overdue 
POH of BG wagons had increased from 8.83 at the end of Mamh, 
1968 to 2.2.18 (more than 2) times) at the end of July, 1973. Due 
to poor condition of such wagons, the percentage of wagons await- 
ing repairs is bound to increase. It  is now essential to find out 
the wagons that are being supplied by private company (ies) 
whether they are generally upto the mark or not. 



An analysis of the situation has inter-alia revealed that the main 
reasons contributing to poor standards of maintenance of rolling 
stock on Railways which have an impact on thC detention of wagons 
in the workshops were: 

(i) Shortage of capacity in the major sick lines for ordinary 
repairs. 

(ii) Faulty repair techniques followed in the workshops. 

(iii) Lack of modern workshop facilities; and 

(iv) Under-utilisation of available workshop capacity for 
periodical overhaul of wagons due 'to various reasons 
such as shortage of power, shortage and irregular supply 
of industrial gases, heavy work load on the body repairs ti 
of four wheeler stock due to heavy corrosion etc. 

The Committee were given to understand that as far back i y  1958 
the Ministry of Railways had secured the services of an expert Mr. 
Michal Dehrn, 'Director of Productivity, German Federal Railways 
for examining the working of repair workshops of the railways. 
The Report given by this expert contained several valuable sug- 
gestions for effecting substantial economies and increased produc- 
tivity in railway workshops. The Committee are ve..y unhappy to 
know that although certain facilities for the implementation of these 
recommendations were offered, the follow-up action on these recom- 
mendations has not yet been completed nor the assistance offered 



was availed of. The Study Team of the Administrative Reforms 
Commission in their report of November, 1968 on Railway inter alia 
observed: "It is unfortunate that the follow-up action on the recom- 
mendations has been delayed so long and that the assistance offered 
was not availed of. We recommend that this report should be 
quickly re-examined and implemented to the extent found possible." 
During evidence before the Committee it was stated that the main 
recommendation made by the expert relating to reorganisation of 
workshops on a central basis for central control was under the -' 

active consideration of the Railway Board. That the reeommenda- 
tions made by an expert specially engaged for the job in 1958 should 
remain to be considered after the lapse of 15 years is indeed a very. 
sad reflection on the working of Railway Board as a whole. The 
Committee consider this as most unfortunate. They feel that after 
completion of several Five Year Plans involving massive invest- 
ments in Railways the arguments that there is shortage of capacity 
in major sick lines and there is lack of modern workshop facilities 
sound absolutely ludicrous. The Committee are quite clear in their 
mind that most of the deficiencies now being noticed by the Railway 
Adrnnistrati-on in the functioning of their workshops could have 
been well remedied if timely action had been initiated and W t  
that responsbility be fixed under advice to them. 



Railway They recommend that the question of reorganisation of work- 
shop facilities on Railways may be re-examined a t  the highest level 
within a target date with a view to formulate a time bound pro- 
gramme for bringing in the necessary improvements 'keeping in 
view particularly the Fifth Plan requirements of wagons. Measures 
should also be taken to improve the productivity of the workshops. 

Engine failures which reflect -the degree of efficiency of mainten- 
ance of the steam locomotives involving standards of maintenance 
in sheds, workmanship in shops and operation by crews had shown 
a deteriorating trend on the North Eastern Railway since 196f3-67. 
An engine is considered to have failed when it is unable to work 
its booked train from start to destination or causes a delay of one 
hour or more through some defects. Such failures on the N.E. 
Railway were 120 in 1966-67, 182 in 1968-69 and 164 in 1970-71. 
According to the Railway Administration the main causes leading 
to engine failures were stated to be bad workmanship and mis- 
management by crews. The percentage of failures attributable to 
this cause was as high as 90.3 during 19'70-71 as against 73.3 for the 
year 1966-67. Further the performance index of Krns per engine 
failure also deteriorated from 2,36,003 Kms. in 1966-67 to 1,83,000 in 
1970-71. The performance of the North-East Frontier Railwax was 
the worst in as much as the index was 97,000 Kms. in 1968-69 and 
96,000 Kms. in 1970-71. It was explained during evidence that the 
"incidence of engine failure is a thing which we have had all along. 
The only thing i s  that it has increased during certain periods on 
different railways." The Committee regret to find a somewhat com- 
--. - - . -- 



placent attitude in the Railways towards this failure. They desire 
that Railway Board should go carefully into the matter and take 
suitable remedial measures to bring about necessary improvement. 
I t  should be particularly ensured that the production of engines by 
the Railways is satisfactory in terms of quality. 

Railways From the information ma& available to the Cbrnrnittee it is seen 
that keeping in view the figures of foreign countries the initial per- 
formance index of 1,60,00OKms. per engine failure was revised by 
the Railway Board to 2,00,000 Kms. in November, 1966. If the actual 
performance of certain railways such as Northern, Western and 
South Central Railways is any guide this index is anything but a 
ambitious. The Committee desire that the Railway Board should 
reassess the situation and see whether higher targets could be laid 
down for achieving better results. 

Rlys./DGS&D The Committee note that three orders were placed in December, 
1970 and February, 1971 for supply of 3.25 lakhs of steel keys (Small 
track fittings) by South Central Railway Administration a t  the rate 
of Rs. 1.25 per key on a firm which had failed to make supplies 
against a running contract with X S & D  for supply of 1444 lakh 
keys to the same Railway at the rate of Rs. 0.57 per key. The failure 
of the firm to supply against the running contract was attributed 
to non-receipt of supplies of billets at prices fixed by Joint Plan 
Committee and the additional payment of Rs. 0.68 per key was justi- 



Rlys. 

fied on the ground that the firm would have to procure the billets 
from open market. Whatever be the compelling reasons which 
might have prompted the Railway Administration to go in fop direct 
procurement of keys, the Committee find no justification whatsoever 
for not having prior consultation with the DGS&D who had running 
contracts with the same firm. The Committee are convinced that 
proper coordination with the DGS&D would have enabled the Rail- 
way Administration to tide over the temporary difficulties faced by 
them for want of keys and extra expenditure could have been 
avoided. They therefore desire that responsibility should be Gxed 
for the lapse. 

I t  may be recalled that in paragraph 2.112 of their Seventh Re- 
port (Fifth Lok Sabha) the Committee had desired that the Gov- 
ernment might consider whether it was at  all desirable to resort to 
local purchases a t  higher rates from the fim holding contracts to 
supply the same goods. The DGS&D had been stated as a matter 
of general policy, they did not favour direct purchases in respect of 
stores on contract. The Committee consider that only in excep- 
tional cases should such procurement be resorted to in consultation 
with the DGS&D. They desire suitable instructions in the matter 
should be issued to all the indenting departments forthwith. 

The Committee are also unhappy to note that 28,000 tonnes of 
steel billets imported on an urgency basis and which were received 
in India by March, 1971, have not been fully utilised. As at the 
end of February, 1974, 4,500 tonnes of the billets were awaiting dis- 
posal. The Committee cannot but deprecate the locking up  of 
resources in this manner. 



- -- - 
I4 2.42 Railways ' The Cbmmittee are distressed to learn that even though the use 

D. G. S .  & D. of nen-metric units was declared illegal with effect from 1-12-1967 
by a gazette notifieation issued under the Weights and Measures 
Act, 1956, contracts entered into by DGS&D after this date stipulat- 
ed supplies conforming to drawings in the non-metric units. This 
has had the effect of rendering the contracts void in law which could 
not be enforced against the defaulting parties. As a result ad&- 
tional expenditure to the tune of several lakhs had had to be in- 
curred by the IX;S&D in procuring bearing plates for the Central 
Railway. In the case under reference the Central Railway Admini- 
stration while placing an indent on DGS&D on 23rd December, 1961 
for procurement of 1,95,000 numbers of bearing plates failed to give 
the specifications and drawings in metric units. This is a d m i t t a y  
a serious lapse for which the responsibility should be fixed for ap- 
propriate punishment under advice to the Committee. 

D. G. S .  & D. It  is surprising that at the time of inviting tenders, the D G W  
amended the specifications to conform to metric Units but a l l ~ w d  
the drawings in the non-metric units to remain unchanged. The 
reasons given for retaining the drawings in non-metric units are 
not at  all convincing. This was undoubtedly a serious o m i s s i ~  
which calls for an explanation. The Committee desire that indivi- 
dual responsibility for this lapse may also be fixed under advice to 
the committee. 



The Committee would like to know whether there were similar' 
lapses in respect of other contracts entered into after 1st December, 
1967 and if 80 the action taken. 

Railways A case of noin-recovery of the value of deficiencies in the supply 

DGS&D ilf signal stores to be made by a firm to the Northern Railway was 
brought to the notice of the Committee earlier. The firm had, how- 
ever, obtained advance payment representing 90 per cent of the 
value of the entire supplies to be made. The Cqmmittee are sur- 
prised to find that the same firm bad obtained payments on the 
strength of inspection notes but did nut supply the materials com- 
pletely in respect of as many as 7 orders placed by various zonal 
railways. The value of deficiencies is estimated .at Rs. 3.94 lakhs. 
According tq the Railway Board the firm had offered all the items 
for inspection but did not despatch the entire quantity after inspec- % 
tion. The present whereabouts of the firm are not known and the 
notice for attending the arbitration could not be served on it. A 
prosecutisn also appears to have been launched in this case. Accord- 
ing to the Special Police Establishment, the prosecution case has 
since been closed and it is pending for examination of the accused 
by the court. The Committee would like to know the further 
developments. 

Arising out c$ this unfortunate case are the following procedural 
lacunae: 

(i) The firm in question is stated to have been registered with 
the Government, both with the Railways and the DGS&D, 



since 1942. The relevant orders were placed on the firm 
about two decades later. The Committee are, therefore, 
unable to agree that there was no necessity of ascertain 
the capacity of the firm to manufacture the equipment at 
the time qf placing the orders. According to them it is 
not correct to assume that a verification of the capacity 
of the firm once done will hold good for all times. A 
system of periodical verification, say once in five years, 
appears called fqr in ~ e w  of the unpleasant experience 
in this case. 

w 
4- 
0 

(ii) In this case it is claimed that the entire quantity to be 
supplied was inspected by the Inspection Authority. I t  
is, however, not clear how, having not despatched the 
stores in full, the firm could obtain advance payment 
merely on the basis of the inspection notes. The Com- 
mittee presume that the firm was required to prqduce a 
proof of despatch also. The matter may, therefore, be 
gone into for appropriate action. 

(iii) This case points to the necessity of emuring that the 
stores inspected are in fact despatched. The DGS8rD 
should, therefqre, immediately address themselves to this 
question in order to lay down a suitable procedure, This 



is necessary because the possibility of the firm tendering 
for inspection the same quantity again and again cannot 
be ruled out. 

Railways The Committee find that needless solicitude was shown to this ---- firm by the DGS&D. FQI- example, the Pay & Accounts Officer, who 
DGS&D was advised by the South Eastern Railway Administration to with- 

hold payment to this firm in September, 1963, was asked by the 
DGS&D not to withhold payment. The DG%D instead granted 
extension of time to the firm to m7ke good the shortages. Ultimately, 
however, neither the shqrtages were made good by the firm nor 
could the full recovery be made from the firm. The DGS&D's con- 
duct appears difficult to  understand. On the basis of the evidence 
tendered before them the Committee cannot but condemn his action. 

c. The Committee would, therefore, like Government tq investigate 
whether there was any mala fide intention. 

The Committee find that the special specifications attached to the 
ngreement for the construction of a multistoreyed building a t  
Secundarabad for the Head quarters Offices of South Central Railway 
provided inter alia that all concrete used in R.C.C. Work should 
conform to the requirements of strength prescribed for M 250 con- 
crete in Indian Standards Specifications. Further if the concrete 
did not come to the requirement of prescribed strength, the 
remedial measures as prescribed by the engineer were to be adopted 
by the contractor a t  his own cost. In spite of this specific stipula- . 

tion regarding use of concrete, the R.C.C. mix of 1:2:4 was pres- 
cribed for certain items of work. During the course of work, this 

-- - -- - -- 



-- 

R.C.C. mix of 1: 2: 4 for beam was changed to 1: 14: 3, as the former 
mix was not giving satisfactory result. This change in mix involv- 
ed change in the rate for R.C.C. work in beams as the new mix i.e. 
1: 14:3 had not been given in the schedule of rates applicable to this 
cas'e. This is rather strange. The new rate fixed as a non-scheduled 
item was much higher than the rate originally fixed for 1:2:4 mix 
and involved extra payment of Rs. 3.10 lakhs to the contractor. 
The Chairman, Railway Board admitted during evidence that the 
specification of R.C.C. mix of 1: 2: 4 and its subsequent alteration to 
1: 14: 3 was a mistake for which the Committee require responsi- + 
bility should be fixed, for appropriate action including penal re- & 
covery under intimation to them. 

Railways I t  is further seen with great distress that while the R.C.C. work 
in 1:1&:3 mix was started by the contractor in May, 1966, the new 
non-scheduled rate for this work was finalised in March, 1969 and 
it cqrresponded to the market rate prevailing in 1968 which gave 
additional benefit to the contractor a t  Railway's expense. The 
Committee fail to understand the legality of the fixation of a rate 
in 1M9 on the basis of the prices prevailing in 1968 for a work 
started in 1966. This question should, therefore, be examined in 
ccmsultation with the Ministry of Law so that the Railways are not 
unnecessarily required to incur extra expenditure and to also ascer- 
tain whether there has been malpractice in this case. 



It is regrettable that irlspite of a general directive h u e d  by €he 
Hallway Board on 9th September, 1969 which was reiterated on 4th 
November, 1969, in regard to provision of adequate free board under 
the new bridges the Western Railway failed to take note of it while 
finalising two contracts relating to earthwork on Kota-Alnia 
doilbling work. Even though the tenders for these works were 
opened on 30th August 1969, the contract for the work was awarded 
in the first case on 20th November 1969 and only on the 20th Febru- 
ary 1970 in the second case. Further, since the Railway Board direc- 
tive invqlved reassessment of the quantum of earth work it was only 
reasonable that the Railway Administration should have either re- 
assessed the quantity of earthwork or provided for such variations 
in the contracts. Leaving a loophole cost the public exchequer an 
additional expenditure of the q d e r  of Rs. 4.65 lakhs. The reasons 
given by the Railway Board for not doing so are (i) cSxellation of 
tenders already finalised and inviting new3enders would have delay- 
ed the work, and (ii) the invitation of new tenders would have 
pushed up the cost. The Committee are far from convinced by these 
explanations. Since in any case the quantum of earthwork had to 
be reassessed in the light of the general directive on the subject, 
such reassessment should have more appropriately been done before 
finalising the contracts particularly when there was time to do SA 

The Committee trust the Railway Administration will have learnt a 
lesson from this costly lapse and will be careful in future not to 
fritter away public money like this. Further, responsibility should . 
be fixed for the lapse in this case for appropriate actiqn under 
advice to the Committee. . ..*.---I-- - --- -- 



- - -. - - - --- - - - - - - - - - - - -- -- -- - - - 
23 ?.?i 1 d ~ i v  aps The paragraph also highlights a drawback in the general condi- 

tions of contracts on Rsilways in that the percentage or  limit upto 
which variations in quantity can be effected at  the rates quoted in 
the tender are not clearly spelt out in the agreements unlike in the 
Central Public Works Department. The Committee were informed 
Ly Audit that this lacuns was brought to the notice of the Railway 
Board in February 1973, but no decision has been taken thereon. 
This calls for an explanation. The Committee desire that responsi- 
bility should be fixed under advice to them. The Committee further 
desire that the Railway Board should speedily examine the position 

c. : ~ n d  issue instructions to the Zonal Railways. Further, the practice $ 
foilowed by the C P.W.D. in regard to setfling rates for additional 
work should also be studied for adoption with advantage by the 
Railways. 

- do- -4 contract for fabrication, supply and erection of steel girders 
for  the rail-cum-road bridge across river Godavari at Rajahmundry 

awarded to a firm in December, 1967 and ZII Sgreement execut. 
ed only on 30th March, 1971, after 3 vears. Under clause 3 of the 
Special Conditions of the agreement the contractor was solely res- 
ponsible for procurement of steel and was himself to take all action 
needed to ensure expeditious procurement of matching steel. The 
work was commenced in April 1969 2 years prior to the signing of 
the agreement. As per the schedule of delivery of fabricated steel 



;n accoldance wlth the agreement. the contractor was to supply by 
the middle of December, 1969, 8500 tonnes of fabricated steel which 
were supplied only by the end of August, 1970. Claims amounting 
to Its. 7.06 lakhs as wage escalation subsequent 30 the period @f 
delivery were, however, paid by the Railway. This payment was 
sought to be justified before the Committee as arising out of another 
clausc in the contract which provtded that the "fabrication schedule 
shall became valid only from the time when the contractor got full 
matching steel." Surprisingly even though the contractor had pro- 
cured 14.500 tonnes of raw steel by the middle of October, 1969 out 
of a total quantity of 16,525 tonnes required for the work, the fabri- 
cation is reckoned to have commenced only in June, 1970 when the 
contractor obtained all the matching steel. This provision virtually 
nullified clause 3 of the contract and rendered the stipulated p e r i d  r 

of completion of work unenforceable. Such a serious flaw in the 
agreement could be exploited by unscrupulous contractors to the 
detriment of the interest 01 Government. The Committee would, 
therefore, like a thorough investigation to be made with a view to 
asccrtainmg how and when such a clausc was inserted in the agree- 
~ n m t  which was executed long after the commencement of the work. 
The action taken as a result of the investigation against the officials 
found at  fault may be reported lo the Committee. 

25 3 4 9  40- Stiltable instructions should nl-o be issued to obviate recurrence 
v f  w c h  mlstakes in future Tht. CAiilm~ttee would also llke to know 
whether legal opinlon was obtained before entering into such a 
contract. 

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



Railways The Committee note that North Eastern, North East Frontier and 
Western Railway Administrations had to incur aiioidable expendi- 
ture of the order of Rs. 4.82 lakhs due to nix-compliance with the 
provlsio~~s of the Industrial Dispute Act, 1947. A study of three 
cases referred to in the Audit paragraph indicates that the Adminis- 
trations concerned had no clear understanding of the legal position. 
In this connection i t  is strange that the fact regaring applicability 
of the Industrial Dispute Act to Railway staff b-me known to the 
North Eastern Railway only after 14th January, 1970, fallowing a 
court judgement on writs taken out by affected employees. Further, 
although the Railway Board had issued instructions in December, 
1959 clarifying various points connected with the retrenchment 
benefits to casual labour on Railways under the provisians of the 
Industrial Dispute Act, the Northeast Frontier Ragway authorities 
concerned were blissfully ignorant of the position and the poor 
retrenched workers had to seek expensive legal remedy which they 
could ill afford to. All this demonstrates that the authorities con- 
cerned were utterly careless and regardless of the welfare of subor- 
dinates. As particularly the daily wage earners must have been ~ u t  
to considerable expense, the Committee are very much exercised on 
the issue. They desire that the cost of litigation should be recovered 
as far as possible from the officers feud reshohsible, 



The Committee would also like %e Railway Board to find out if 
there have been similar cases of non-compliance with the pravisions 
of the Act on other Railways and take suitable action under intima- 
tion to them. The Railway Board should also issue clear and com- 
prenensive instructions on the applicability of the Industrial Dispute 
Act to railway employees for the guidance of the lower formations 
without any delay. 

Railways The Committee are distressed to learn that even after the lapse 
of about 3 years it has not been po&?6Ie for the Chittaranjan Loco- 

Finance motive Works Administration and the State Bank of India to reach 
a setllxnent in regard to the liabiIity for the loss of cash cf over 
Rs. 18 lakhs arising out of the armed dacoity in the premises of the 
State Bank of India, Chittaranjan.. The Committee were informed 
that the Railway Administration tried to negotiate with the State 
Bank of India but their efforts did not fructify. The Reserve Bank 
of India also refused to intervene and the Ministry of Finance w h e ~  
approached by the Railway Board for arbitration in the matter 
advised the latter that there was no scope for arbitration as the 
dispute was between a bank and its client. As at present the CL.W 
Administration have been advised by the Railway Board to file a suit 
against the State Bank of India. The Committee regret to say that 
the authorities in State Bank of India, Reserve Bank of India 
and the Ministry of Finance took too technical a view of the matter 
without making an se r i~us  efforts for resolving the dispute amicably. 
As a result not only the dispute has not yet been settled but the 
Railway Administration have also been forced to go in for litigation. 

. . 
The Committee have also a feeling that in this process the State 

-~ --%L -- ----- -- 



Bank might have forfeited their right to recaver the loss from the 
insurers as  presumably all the cash transactions of the Bank are 
insured. The Committee desire that the whole matter should be 
reviened at  a high level and the result intimated to them within 
three months. 

Railways/ The Committee are astonished at  the manner in which the 
Finance various organisations behaved. An issue like this must have been 

settled by referring i t  to some m e  at a high level, say in the Minis- 
try of Finance. It is unseemly to allow the organisations in the 
Public Sector to go to court of law. Government should esamine 
the matter for laying dawn general inEuctions forthwith 

IZailways The Committee incidentalIy learn that during the last seven years 
the Railways have lost about Rs. 40 lakhs through thefts and rob- 
beries. This is undoubtedly a huge loss and the Committee feel that 
more stringent security measures need be taken by the Railway 
Administration to minimise losses on this account. The method of 
handling and transporting cash should be further improved. Besides 
persuading the nationalised banks for opening of more branches in 
t h e  station buildings. the Railway Board may consider makir.g all 
payments af salaries etc. of Rs. 500 and above only by cheques. They 
shr,nlrl also reconsider to insure cash in transit. 



'The Comnittee would like to be appraised of the final outcome 
of the police investigation of the case regarding loss of cash of 
Rs. 2.93 lakhs on South Eastern Railway referred to in  the Audit 
paragraph. 

The Committee are disappointed to learn that the Railways who 
are annually using about 14 million tonnes of coal worth about 
Hs. 660 crores do not have a satisfactory inspection machinery to en- 
sure that they get the quality of coal for which they pay. Under 
the existing coal inspection procedure the staff of the Railway Ins- 
pection Organisation makes a visual inspection of 50 b 65 per cent 
of the total coal wagons loaded at  the collieries to ensure that the 
percentage of shale, slack and dust is upto the acceptable limit. Al- 
though samples from 5 per cent of the loded wagons are required g 
to be tested at  Dhanbal Coal Institute for proper analysis to check 
the moisture and ash content, only 1.8 per cent is tested because of 
the limited arrangement made by the Railways with the Institute. 
At the receiving end the consignee Railways are required to inspect 
a meagre 2 per cent of the wagons and report about the quality of 
coal. That the existing machinery of coal inspection has proved 
totally ineffective-the nature and quantum of inspection are such 
that the inspection is nothing but an eyewash-will be amply borne 
out by the following: 

-do- In 1968-69, out of the total number of wagons jointly inspected 
by the Railway Inspection Organisation and the consignee Railways 
Edlowing complaints of the loco sheds, the contents of as high as 



23 per cent of the wagons were found to be below specification. 
This percentage rose upto 30 per cent in 1969-70 and still further 
upto 50 per cent in 1970-71. Moreover, the results of sample grade 
tests conducted by the Zonal Railways revealed that during 1971-72 
the percentage of wagons found sub-grade was as high as 100 per 
cent on Eastern and Northeast Frontier Railways. On other Rail- 
ways the percentages of wagons folmd sub-grade ranged between 
31.5 on Southern Railway to 64.39 on Western Railway. Similarly 
the percentage of coal wagons containing shale, slack and dust be- 
yond the permissible limits was as high as 103 percent on Central, 

+ 

Northern and Northeast Frontier Railways. en o 

Railways The estimated loss due to supply of coal below specification in 
wagons tested by the Railways (except Western Railway) during 
the years 1969-70 to 1971-72 worked out to Rs. 20.57 lakhs. This 
does not presumably include damages done to the boilers. I t  should 
be noted that the tests conducted by the Railways cover only a 
meagre 2 per cent of the coal wagons received. Therefore, the total 
loss would have been approximately of the order of Rs. 3.43 crores 
annually besides increase in cost of operation, the benefit of which 
went to private collery owners. As against this staggering figure, 
the reduction in payment ordered as a result of visual inspections 
and penalties imposed on testing of samples aggregated only Rs. 
3.95 lakhs in 1969-70, Rs. 5.75 lakhs in 1970-71 and Rs. 7.69 lakhs 



in 1971-72. The Committee were informed that no recovery could 
be made of the loss actually sustained by the Railways as the re- 
presentatives of the collieries were not associated with the inspec- 
tion of 2 per cent of wagons on receipt. The authorities concerned 
have thus clearly failed to safeguard the interests of the Railways 
year after year. . . <I 

Rail ways I t  is deplorable that even after nationalisation of coal mines the 
Deptt. Of Mines position far from improving has deteriorated. During fie seven 

month period, February to August 1973, after nationalisation the 
percentage of wagons found to contain inferior coal on visual ins- 
pection was 5.7 as against only 2.5 per cent the corresponding period 
in 1972 before nationalisation. Thus there has been a 128 per cent 
increase in inferior supplies. The Committee understand that the 
Department of Mines are considering to set up a mechanical ser- 
vice unit to control the quality of coal supplied by the nationalised 
mines. The Committee trust that this will be done early, The 
matter should be gone into by a high powered Committee drawn 
from other spheres of Government. 

The problem of supply of inferior grades of coal to Railways en- 
gaged the attention of the Committee earlier also. They were then 
(November, 1965) assured that steps had been taken to tighten up 
inspection and that the Inspection Organisation would be suitably 
manned. However, it is regrettable that the inspection continue to 
be absolutely inadequate and inefficient as the supply of inferior 
grades of coal has increased from year to year. Further, even the 
posts sanctioned for the Inspection Organisation were not filled up. . 

,-..--- --- . -- 
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37 6.15 Railways The above paragraphs reveal an astonishing state of affairs. It 

Deptt. of Mines is difficult to believe that the Railway Board could have been so un- 
mindful of its duties as to allow supplies of coal to a number of 
railways continuing for years to be subgrade or  to contain shale, 
slack and dust beyond permissible limits. Quite obviously total 
quantum of loss suffered by the railways must be very serious. The 
loss apart from the straight monetary loss arising from the pay- 
ment of full value of coal which was of inferior quality there must 
have been loss suffered due to inefficient functioning of engines. It 
is evident that inspection machinery has functioned extremely in- 

en competently. The Committee desire that the entire question shouId N 

be carefully studied by the Railway Board with a view to taking 
such steps as would ensure the elimination of losses to Railways from 
inefficiency and carelessness and possibly also of corrupt practices. 
In this connection the Committee would suggest that the entire 
inspection machinery should be revamped and tha t  fresh procedure 
devised which would ensure that coal of right quality is accepted. 

38 7 . 1 6  Railways The Committee cannot hue express their unhappiness on the 
Government Railways' failure to take timely action for the settle- 
ment of their accounts with six non-Government Railways. The 
total outstanding dues against the ncn-Government Railways are to 
the extent of Rs. 49.99 lakhs as a t  the end of 31st March, 1972. Out 
of this, Rs. 11.52 lakhs related to periods over three years and Rs. 



33 .46  lakhs were for periods Lver one gear and upto three years. 
Inspite of the fact that the poor financial position of these railways 
was well-known to the Ministry cf Railways the arrears were allow- 
ed to accumulate and in the meantime three light railways had been 
closed down. The Committee urge that all necessary steps should 
be taken to realise the dues in regard to these light Railways. Fur- 
ther, action for recovery of outstanding dues from the other three 
railways should also be expedited. The progress may be intimated 
to the Committee. 

The Committee are informed that in place of the three light rail- 
ways which had been closed down namely Shahdara-Saharanpur 
Light Railway, Howrah-Arnta and Howrah-Shekhala Light Railways, 
broad-gauge lines are proposed to be constructed with 50 per cent 
participation by the State Governments concerned. The Committee 
desire that final decision shnuld be taken in regard to financial 
arrangement and machinery for execution of work, early. 

I t  is indeed surprising that even though the question regarding 
monthly rate of consumption of gear case oil on WAG-:! electric loco- 
motives is stated to have been under continuous review almost from 
the time of commissioning of these locomotives in 1964-66, no satis- 
factory sclution seems to have been worked out till date. If the 
average consumption of 165 litres of oil per loco per month in the 
year 1969 could be considered as optimum level, the present rate of 
about 511 litres per month per locomotive should cause serious con- 
cern. I t  should be noted that as compared to the consumption 

-. 
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during the period from June 1968 to December 1969 there was an 
excess consumption of 5,649 litres per loco during the period f m  
January 1970 to September 1971 which entailed an extra expenditure 
of Rs. 4.91 lakhs. The Railway Board's argument that the excess 
consumption was compensated by indirect saving by way of reduc- 
tion of bearing failures and by non-withdrawal of locos from traffic 
for oil seal changing does not a t  all appeal to the Committee. The 
Committee desire that the question of bringing down the consump- 
tion of oil should be expeditiously examined so as to take necessary 
steps. The Railway Board should keep a careful watch in this re- 
gard. E 

Railways Following the recommendations made by the Commitke from time 
to time the Railway Board had in 1967 asked its efficiency Bureau 
to make a detailed study in regard to the reference of a very large 
number of cases to arbitration by the contractors no Railways and 
also to examine the reasons why a majority of cases referred to arbi- 
tration went against the Railways. In pursuance of the recommenda- 
tions of the Efficiency Bureau certain clauses of the General Condi- 
tions of contract relating to works were amended to rninimise the 
cases leading to disputes between the parties to'the contract. That 
these measures did not have the desired effect is clearly borne out by 
the fact that the number of cases referred to arbiitration has gone up 
from year to year. There, it could be taken that job was not done 



properly. In 1968-69, the total number of cases refrerred to arbitra- 
tion was 1510, while in 1969-70 this figure went up to 221. Again in 
1970-71 as many as 212 cases were referred to arbitration. It is fur- 
ther seen that out of 583 cases involving total claims of contractors 
amounting to Rs. 802,lO lakhs referred to arbitration during the pe- 
riod from 1968-69 to 1970-71, the Railway Administration had admitted 
the claims to the extent of only Rs. 8.20 lakhs but they had ultimately 
to pay a total sum of Rs. 201.54 l a b  in satisfaction of the awards 
given by the arbitrators. This system is disastrous. This leads to 
the conclusion that the procedures followed on the Railways in 
regard to settlement of claims of contractors are not a t  all satisfac- 
tory and there is, therefore, a noticeable predeliction on the part of 
contractors to resort to arbitration for the realisation of their dues. 
The Committee feel that the whole matter requires a competent re- 
appraisal. They accordingly suggest that a review committee of not 
more than 3 persons--one practising lawyer; one practising auditor 
and an experienced retired railway officer-may be constituted 
forthwith, which should examine the matter in all its aspects and 
devise a form of contract that would reduce the disputes to the 
minimum. 

The Committee also seriously deprecate the unduly long time 
taken by the Railway Board in taking a decision on a reference 
made by Audit in July, 1970 commending the practice followed in 
the CPWD in regard to incorporation of a clause in the conditions 
of contract which would make it obligatory on the part of the arbi- 
trator to record his reasons for the award. This calls for an expla- 



nation and fixation of responsibilty under advice to the Committee. 
The final decision takcn in this behalf may be intimated to the Com- 
mittee within three months. 

Railways This is a case of failure both on the part of DGS&D and the 
Eastern Railway to kcep a watch on the utilisation of raw material 
by a fabricating firm which had running contracts with the DGS&D 
for supply of finished clossing sleeper sets to various Railways bet- 
ween 1960 and 1963. Under the contract the Eastern Railway was 
to issue free of cost the raw material to the firm on the basis of the 

+ 

reIease instructions issued by DGS&D after the firm had executed $ 
proper indemnity Bond. The finished pmducts were to be despatched 
by the firm to different consignee Railways who were required to 
make payment to the fabricating firm to the extent of 90 per cent of 
the contracted rate on proof of despatch and the balance after accep- 
tance of the processed sleeper sets. The consignee Railways were 
nnlv required to send an advice to the DGS&D about the receipt of 
finished products. No proper procedure for correlating the issue of 
raw materials with the I-eceipt of finished products was however laid 
down leaving enough scope for malpractices with the result that in 
July, 1967 when the firm themselves advised that they were closing 
down their factory neither the DGS&D nor the Eastern Railway were 
in a position readily to find out whether the entire supply of raw 
material had heen p r ~ p e r l y  accounted for by the firm. In fact it took 



the DGS&D more than a year and a half to find out that the firm 
had drawn about 321.04 tonnes of steel bars valued a t  Rs. 2.78 l a b  
In excess. The explanations given by the DGSW and the Eastern 
Railway are no more than an attempt t o  disclaim responsibilty an8 
put the blame on each other for the serious lapse. G c n r e ~ ~ e n t  
should, therefore, consider seriously all the factors that led ta this 
situation for taking appropriate action as also to  prevent its recur- 
rence. Action taken in this behalf against the responsible af8ciah 
of DGS&D and Railways both may be intimated to the Committee 
within three months. 

The Committee understand that the arbitration proceedings have 
been adjourned sine die because the whereabouts of the f h a  are 
not known. The Committee would like to know further action pro- , 

U posed to be taken in the matter. -a 

The Committee ngte that the commission paid to vendmlbearers 
on Railways is fixed as a percentage of the sales effected by them. 
The powers to fix rates of commission are delegated to the Zonal 
railways and 8s the various factors having a bearing on the com- 
mission earned by vendorslbearers vary from Railway to Railway 
and from station to station on the same Railway, no uniform proce- 
dure has been laid down which shows maladminisration and mis- 
management. However, while fixing the rates Zonal Railways 
supposed to ensure that the rates oi commission are f i d  and ad- 
justed among the various items of E U C ~  a way that the overall 
emoluments earned by a vendor 'bearer who puts in a adquate  and 

.- - - - -- - -- 
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strenous effort, normally amounts to a reasonable wage in the area 
in which the vendorlbearer works. The Committee were also 
informed that the question of ensuring a minimum commission to 
these vendors/bearer was being gone into. The Committee desire 
that while reviewing the rates the Railway Board may ffnd out 
whether the Zonal Railways have actually taken care to ensure that 
the Commission paid to a vendorlbearer amounts to a reasonable 
wage. The Committee would further like to suggest that while 
fixing the rates of commission, besides, making provision for a 
minimum amount payable on all Railways, the rates may be fixed in 
a graded manner relateable to quantum of sales. This will not ody  
ensure a fair commission for the vendorslbearers but will also act * 
as an incentive for them. 

Railways The Committee further note that instructio3ls were issued to the 
Zonal Railways in January 1970 that the rates of commission paid to 
the vendors should be reviewed once after every three years, It is 
however seen that the last review carried out on Eastern Railway 
was in 1970 and till 1973 no further review has been carried out. 
Further no such review seems to have ever been carried out CUB Uie 
North-Eastern Railway. A review is stated to be now in harnd. 'BE 
Committee would like an e a t i o n  as to why the M e w  
Eastern Railway was not carried out at  dl in 3 years. In reWd to 
North Eastern Railway the Committee wish to know how the 
of commission were initially fixed since no review seems to have 



been carried out. This shows the whole affairs is being mismanaged 
and no care has been taken to ensure that Railway's share of profit 
is kept to declared minimum and that the vendors without whose 
services the passengers, especially the weakers section, will be put 
to great inconvenience, are given a need based earning and a human 
living. 

In the vast Railway Organisation the catering vendors and a see 
tion of the catering bearers are the only set of people who, although 
they are doing a very essential and indispensable job for the passen- 
gers have not been absorbed in the Railway. 

It  is, therefore, necessary for good of all concerned that the ser- 
vice mentioned above should be fully taken over and run depart- 
mentally on a permanent footing by paid employees only. There * 
should be no scope for any private trader or contractor in this 
sphere. The Committee desire that Railway Board should keep a 
careful watch to see that the Zonal Railways carry out the reviews 
after fixed intervals. 

GENEXAL 
The Committee have not considered it necessary to make specac 

recommendationsiobservations on some of the paragraphs included 
in the Report of the Comptroller and Auditor General of India They 
nwertkeless trust that the Railway Board will take such action as 
may be necessary in respect of such paragraphs, in consultation with 
Audit. - --- --- ._ - - . - - 
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