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INTRODUCTION

1, the Chairman of the Public Accounts Committee as authorised
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
the Report of the Comptroller and Auditor General of India for the
year 1871-72—Unijon 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
20th January, 1974, Written information in regard to these para-

graphs was also obtained from the Ministry of Railways (Railway
Board).

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 II of the Report.

4. A statement showing the summary of the main conclusions/
recommendations of the Committee is appended to the Report (Ap-
pendix VII). For facility of reference these have been printed 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 Auditor General of India.

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

New Devw; JYOTIRMOY BOSU,
fpril 18, 1974 Chairman,
‘Chaitra 29, 1896 (S) Public Accounts Committee.

*Not printed. {One cyclostyled copy laid on the Table of the House and five copics
Placed in Patliament Library



CHAPTER I

%JNTENANCE AND UTILISATION OF ROLLING STOCK

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 for all railways during the

last 7 years showed gradual deterioration as indicated below:—

Year B.G. M.G.
(Days)  (Days?
1965-66 118 8- 41
1966-67 12°6 9°03
1967-63 12°6 9°54
1968-69 12:7 9°69
1969-70 12°6 9" 41
197071 13°3 101
1971-72 13°§ 10°6

4

1.3. The performance of certain railways during the same period

was as under:—

Broad Gauge
Railway
1965-66  1970-71  1971-72
Euastern . 6-76 8-83 10+3
Northern 7:03 7:40 783
Northeast Frontier 730 842 10°2
Western 602 722 617

e



Metre Gauge
Railway 196%-66 1970-71 1971-73
Northern . . . . . . e . 3°90 443 467
North Eastern . . . . . . . 713 9'30 10°2
Northeast Frontier . . . . . . 11°4 11°9 133
Western o . . ' . . . . 549 6:93 6-85

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 traffic failing to
come up to the expected level in the years 1966-67, 1967-68 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 traffic; 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 General
of India for the year 1971-72—Union Government (Railways)]

. 1.6. The Committee desired to know what were the various indic-
$o _judge the efficiency of wagon mavement and whether they

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

The important indices to judge the efficiency of wagon movement
from utilisation point of view are:
{1. Wagon kilometres per wagon day.
I 2. Net tonne kilometres per wagon day.
3. Average wagon load during the run.
4. Percentage of loaded to total wagon kilometres.



‘1 hese indices for the vears 1965-66 onwards are given below:—

1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 1971-72
BROAD GAUGE .
1. Wagon kilometres per wagon day 72°7 69-6 71°8 72°8 756 734 40
2. Net wine kilometres per wagon day 934 _&z_» ,_?_SL 905 916 908 _9—32_‘
3. Avernge wagon Joad during the run 186 185 18- 1 18-2 17°9 179 180
4 Percenisge of losded to total wagon kilome- -
tres . . . , . . . 68-6 69-1 ‘ 68-4 68-¢ 67-4 68-9 702
' METRE GAUGE
1. Wagoun kilometres per wagon day 597 576 56:8 58-8 601 s8-4 585
2. Nettonne kilometres per wagon day . so7 480 474 503 522 524 540
3. Average wagon load during the run 16 s 6 7 158 12-1 135
4. Percenage of loaded to total 71°0 71-7 707 7"n-s 72-2 72-8 73°6

e S o - s e i S T
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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
indices thus relates to 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 of
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 an 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 of 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 Kms. per wagon day
continued to maintain the improvement of the earlier years, 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 respectively
in 1969-70. In this connection, it may be explained that trun round
- 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 the
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 traffic. This trun round gets affected not
only by slower movement but also by detention to wagons at major
terminals or by major users like Steel Plants. An increase in lead
of traffic also affects turn round, It is, therefore, possible that even
with an Improvement in wagon mobility, as relected in wagon Kms/
wagon day, turn round may be worse, on account of an increase in

lead. ;
The load of traffic is a factor determined by the production

pattern and demand pattern for different commodities in the
country. For example as the demand for pig iron and finished steel
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is growing continuously in all areas of the country situated far
away from the Steel Plants, load of this traffic has been continuous-
ly increasing. Similarly the demand for cement has been continu-
ously rising all over the country. With heavy congentration 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 factor 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 to contend with less availability of wagon
and also with difficulties in free mgwement to destinations on or
across Eastern and S.E. Railwayﬁerefore. in the year 1970-71,
there was a noticeable drop in indices of efficiency like wagon Kms.
per wagon day, n®t tonne Kms. 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 moves in connection
with the Indo-Pak 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 resuit

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.

¥

While the different indices of wagon utilisation have generally
shown an improvement over ‘the years, it 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 efforts
to improve the position in these cases are thwarted by extraneous

factors which rotard the pace of movement and thereby affect
wagon mobility.”

17. During evidence a representative of the Railway Board
deposed: “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 1965-66 to 1969-70 and 1970-71
onwards, The earlier phase is covered by the period, we have



_referred to as the recession period. From 1970-71 onwards is the

_period, we have referred to as the disturbed period, when the law
.and order conditions were disturbed.”

18. Referring to the period 1965-66 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 of
growth. We planned at 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 surplug 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.”

19. 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 1968-69. After that the
-position changed.”

1.10. As to the utilisation of wagons in the period after 196970,
-the witness stated: “I would like to say that when this matter of
wagons’ utilization and turn-round was discussed in 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 and 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 and lack of traffic.
But the period 1970-71 to 1971-72 was one where the dificulty was
due to our inability to lift because of the extraneous factors wlfich

‘we have discussed earlier, such as the law and order position,
disturbed conditions and so on. The correct gauge of our perfor-
mance should be net tonne-Km. excluding the weight of the
-wagon, ie. what we have loaded into the wagons and for how
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long- we have carried it, After all, the railways ar S’Wl to-
1lift the maximum Joad.” v 'e

1.12. During evidence the Committee enquired how the increase-
in the holding of special type wagons affected the turn-round of.
wagons. In this connection, the representative of the Railway
Board stated: “Until 20 years 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-gauge were the open trucks for carrying
timber, machinery, logs etc. From 1850 onwards with the indus--
trialisation of the country and setting up of the steel plants etc.,
we had to go in for special type of wagons of higher capacity.-
These wagons were of 55 tonnes capacity as against 22|23 tonnes-
capacity of ordinary wagons. Some of these were specially meant
for certain industries such ag steel plants. These wagons were to-
meet the requirements of a certain volume of traffic in the Third’

Plan and to the extent that the traffic 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. It is a fact that by the end of the 3rd Plan, to the extent,.

the traffic 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 lesg traffic. A representative of the Ministry of Steel
informed the Committee during evidence: “The production figures
of finished steel in the integrated steel plants were:

1967-68 . . . . . . . . 4°§7 million tonnes
1968-69 . . . . . . . . 472, »
1969-70 . . . . . . N S ¢ T S
1970-71 . . . . . . . . 454 » »
1971-72 . . . . . . . . 448 3 »
1972-73 - . . . . . . . 479 33 »

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 ago. These are:
firstly, the changes in the mode of traction of Railways. When.
the steel plants were designed, the introduction of diesel and elec-
tric traction and heavier block loads were not contemplatefi; and-
to that extent, the steel plants have not kept pace with Railways.



The second factor is more frequent dislocations in the Railway
system affecting uniformity of flow of loads into and from 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, it was difficult 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
proportions, 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
Railwayv 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. Membez, Transporta-
tion, Railway Board, had visited some of the steel plants last year
along with Secretary, Steel Ministrv 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 plants, Tata 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 of
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 plamis 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 goods-shed. If it is a side discrharge
wagon, you just open the switch and the contents fall into the
trough; so less time is required. If it is a centre discharge wagon,
it has to be taken on the high line and centre discharge is done;
everything is dropped through the centre and so the handling time
is different. The methods of handling are different for different



types of wagons and for each type of wagon a diﬂ'erent time is
requir

1.16. The witness 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., It is our view that if these improvements were carried
out by the steel plants, the detentions would be less. 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-
tions are that there has been handling of less traffic with less pro-
duction; but detentions haves been more than they used to be.
We 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 reduction in
the availability at the other end.

So, we are only representing that we are meeting the full re-
cuirements of the steel plants by putting in more wagons at their
service than were planned. If we do that, we must correspond-
ingly deny them to other users,

Recently, the Ministry of Steel has considered the problem and
anpointed a Committee to go into the matter of the methods of
tandling of the steel plants to see to what extent the service can
improve, and to what extent the steel plants can improve their
handling and internal working arrangements etc., so that the utili-
sation of assets will improve, demurrage charges will be reduced
and detention to wagons will come down.”

1.18. In regard to the payment of demurrage by the steel plants,
‘he representative of the Ministry of Steel gtated: “The payments,
which were around Rs. 61 lakhs in 1963-64 went up to Rs. 1.68
crores in 1969-70 and were as much as Rs. 2.38 crores in 1972-73.
So, it has gone up four fold in ten vears. It has almost doubled
in a period of five years since 1967-68."

1.19. Asked about the reasons for this increase, the witness
‘tated: “We agree that it is an unsatisfactory position and a Com-
Mittee has been appointed to go into the matter. We are expecting
the Committee to make their recommendations in about six months
and they will be implemented in a year or two.”

1.20. In the same context, 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 utilization
of assets to come up because we would earn much mare by better
utilization of wagons than a few crores of rupees by way of demur-
rage from the steel plants. In 1965-66, the pig iron produced was
7.08 million tonnes. 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 282 million tonnes. The finished product from steel
plants which was 6.32 in 1965-86 also came down to 6.2 in 1970-71.
The average number of wagons held in steel plants daily in 1969-70
was 5,986; in 1970-71, it was 6,798 and in 1971-72, it was 6,942, Dur-
ing this period, the utilization 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” .

1.21. The Committee asked how dieselisation, electrification and
increase in block rake movements had affected the wagon turn-
round. In 2 note, the Railway Board have stated: “Dieselisation
and delectrification do have a salutary effect on the mobility of
wagons under normal conditions, but their overall 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, etc. Dieselisation and electrification, however, have
impact on the mobility of wagons alone.

During the period from 196566 to 1971-72, there had no doubt
been an increase in dieselisation and electrification, which apart
from increasing throughout 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.

Block rake movement does help in improving wagon turn-round
provided it is not neutralised by factors like detention at loading
and unloading points and disruption to normal flow of traffic by
extraneous factors. A major portion of the bodck rake movement
pertains to the movement of raw materials to steel plants, expgrt
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 gone up during the period under review. These factors con-
sumed a major part of the benefit that could have, otherwise, beetl
derived from these block rake movements in so far as wagon tufn-
round is concerned. Another factor which has to be borne in mind
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is that a major percentage of the block rake movement is in special
type of wagons, such as hoppers, petrol tanks and other bogie stock,
such as DFRs and BOXs, which necessarily have to run empty in
one direction in most cases, thereby affecting their overall utilisation
and 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 overhead 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 period.”

1.22. One of the ma'™n reason ziven for increase in wagon turn-
round is the fact that there has been increase in leads. The Com-
mittee 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 1965-66 and 1971-72 are as follows

BROAD GAUGE METRE GAUGE

Lead Speed Lead Spead
(kms (Kms) (krmis) (kms)

—y—

1965-66) . . . . . . 556 16- 4 368 14°0
197172 . . . . . . 641 182 447 14°9
Increase . . . . . . 85 1-8 79 . 09

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 1965-66
and 1971-72, the speeds went up only by 11 per cent on the B. G.
and 6.4 per cent on the M. G., during the same period. The sped,

653 LS—2,
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as the term denotes, relates to wagons which run and not to those
which are held in yard, industrial sidings, ports and other terminals,
whereas ‘turn-round’ pertains to all wagons effectively available
for loading irrespective of whether they are on the run or detained
at various terminals for loading, unloading or for handling in
marshelling 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 increase in speed and lead over
wagon turn-round, it may be mentioned 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 1865-66, it took 35.2 hours to cover the increased
lead of 641 kms. at the higher speed of 18.2 kms. per hour obtain-
able in 1971-72. In absolute terms, it meant an increase in transit
time by 1.3 hours. This shows that the marginal benefit that could
have otherwise been achieved by increase in speed has been more
than offset by increase in lead during this periond.

It 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 cover this additional 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 bv
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 kms.
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 utilisation, 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 efforts to scure their optimum utilisation. The Railways 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.
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The procurement of additional wagons is done strictly on the
basis of forecast of traffic as given by the Planning Commission 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) increase in lead and resultant increase in net tonne kms,.

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

As regards (a), it may 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 traffic.

As regards (b), the seriously disturbed working conditions
nbtaining on the Railways particularly in the Estern, South Eastern,
and N.F. Railways in the eastern sector during 1971-72 had verv
adversely affected the mobility of traffic 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, signalling 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 ete.
There were a series of strikes and bumdhs which crippled move-
ment of traffic. All these factors indirectly contributed to demora-
lisation 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 efficiency particularly on the Eastern and the N.F. Railways.
The sluggishness in operation on these Railways caused by
extraneous factors can be gauged from the following efficiency
indices which showed a deteriorating trend as compared to some
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other Railways:—

Eastern N.F. SRlv. Central Western

Nec: tonne kms. per
wagon day (BG) . 1970-71 625 s6¢ 686 1016 1039

1971-72 539 478 766 1218 1338

Wagon km. per wa
gonday (BG) . 1970-71 s1°9 41°8 60°9 87-7 89+7
1971-72 45'8 30°9 66-6 97°3 107.1

Turn round (in days)
(BG) . . . 1970-71 883 840 9:29 7°10 AL
1971-72 1073 950 8-62 6°3% 617

Simultaneously, large scale emergency movements had to be
undertaken by the Railways in connection with Indo-Pak War.
There were also heavy movemenis 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 these factors was a deterioration in
the indices of wagon utilisation including wagon turn-round.

The Railways have nither 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 turnoround for all railways shows gradual deterioration
during the last 7 years inspite of all the fanfare. The wagon turn-
round is defined as the time interval which elapses between two
successive utilisation (Loadings) of a wagon. The turn-round
of 11.8 days in 1965-66 deteriorated to 13.5 days im 1971-72 on broad
gauge while the turonround of 8.41 days obtained in 1985-66 on
metre gauge worsened to 10.6 days in 1971-72. The performance of
certain railways such as Eastern and Northeast Frontier on broad

_ gauge and Northern and North Eastern on metre gauge has been
particularly bad during this period.

1.25. The other important indices of wagon utilisation are: (i)
wagon Kilometres per wagon day, (ii) Net tonne kilometres per
wagon day, (lii) Average wagon loading during the run and (iv)
percentage of loaded to total wagon kilometres. According to Rail-
ways Board’s own assessment while the different indices of wagon
utilisation have generally shown an improvement over the years,
in some cases the position to day is only what it was in 1965-86 or
even slightly worse. In this connection it is worth noting that the
index of net tonne Kms. per wagon day on B.G. was 998 in 1960-61
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889 in 1867-68 908 in 1970-71 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 18.00 in 1971-72. Thus the position is
actually worse than_what it was over a decade ago,

1.26. The Committee consider all this to be most unsatisfactory.
With augmentation of the capacity of important marshalling yards,
increase in the speeds of goods trains following dleselmatton and
clectrification of traction at a very high cost, streamx'ﬁﬂﬁ"ﬁ traffic,
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 at all convincing.
The situation calls for a radical rethinking on Railways’ control
over operations. The problem should, therefore, be studied in depth
and remedial steps taken forthwith.

1.27, The Committee are disiressed to learn that of late the num-
ber of wagons held up inside steel plants has considerably increase
in spite of comparatively reduced traffic. The average number of
wagons held in steel plants daily which was 5,956 in 1969-70 went
up to 6,942 in 1971-72, The Payments made by the steel plants to
Railways on account of demurrage for wagons detailed beyond the
permissible free time increased from Rs. 61 lakhs in 1963-64 to as
much as Rs. 2.38 crores in 1972-73. During evidence the represen-
tatives of the Ministry of Railways pointed out that the handling
methods followed inside the steel plants were mainly respensible
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 ete.
The Committee were informed that a review committee had been
set up by the Minister of Steel to go into the entire guestion. They
desire 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 taken
in this behalf may be intimated to the Committee within six months,
Similar action is urgently called for in respect of detention to
wagons in ports also. The Committee are greatly concerned about
the holdups of wagons in steel plants, ports and elsewhere becanse
to that extent other users are deprived of wagons and the Railways
lose revenue. A very highpower reviewing Committee consisting
of academically educated transport economists and others should
be constituted to go into this question immediately.
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Detention te wagons in sick lines, Transportation workshops and
Mechanical workshops
Audit Paragraph )

1.28. The percentage of wagons awaiting repairs in sick lines,
Transportation workshops (running sheds) and in Mechanical
workshops has been increasing over the years indicating increased
Jetentions to wagons. ‘

Percentage of wagons awaiting repairs to total on line:—

In sick line and In Mechanical
transportation workshops Total
work shops

B.G. M.G. B.G. M.G. B.G. M.G.
1965-66 . . 3-10 2°29 o089 1-08 3'99 337
1966-67 . . 3°34 257 0-87 1°03 421 360
1967-68 . . 3-25 273 084 084 409 357
1968-69 . . 314 315 086 088 4°00 4°03
1969-70 . . 346 312 09§ 1°04 441 416
1970-71 . . 413 3. 31 0-98 1°1% g 11 4°46

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 year
remained in Mechanical workshops:—

Railways 1965-69  1069-70  197D-71 1971-72

Cunutral . . . . B.G. 4° 46 466 §° 96 603
Eastern . . . . . B.G. 537 5852 5+ 40 §- 86
Northern . . . B.G. 479 §:-03 542 83
M.G. 659 6-70 573 €35
North Eastern . . . MG ¢ 577 s 83 §°7%
Northeast Fronticr . . . MG
Dibrugarh workshops . . s €133 669 643
Bongaigaon workshops . . . 131 12°% 129
Sowghem . . . . B.G. . 438 439 5-26
N M.G. . 2°94 4329 4 6%
South Cerutral . . . B.G. 409 4-0% 459 7:10
M.G. 384 372 370 7-81
South Eastern . . . B.G. 732 685 B-53 10°6
Western - . . . BG 623 5-29 885 16
M.G. 386 398 6 50 T

i

*Not available
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Due to both these 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 Rallways (Railway Boand) stated (Novem-
ber, 1972) that the wagon ineffectiveness, increased slightly in
1960-70 and 1870-71, 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 brasses and wagon compo-
nents which rendered a large percentage of wagonsg ineffective.

(Paragraph 10 of the Report of the Comptroller and Auditor General
of India for the year 1871-72, 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 total ineffective wagons should be
within 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
what we call the sick lines. There are some petty repairs in the
vards too. All these repairs put together, our aim is that at no time
the 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 in normal vears. The figures really deterio-
rated in the year 1968-70 and 1970-71. Here also the deterioration
was really marginal--half a per cent. We have furtber analysed 1t
and we find that this deterioration to the All India figure was caused
hv the Eastern Sector Railways—i.e. South Eastern, Eastern and
North Frontier. Here the figures went up considerably in the years
1969-70, 1970-71 and also 1971-72. These three Railways have con-
ributed to certain deterioration in the overall All India figure. The

reasons for the deterioration of maintenance in the Eastern Sector
can be three or four.

Firstly there is heavy vandalism and the second was difficulty in
obtaining spare parts. We started finding it difficult to obtain our
usual spare parts with the result that the time taken in workshop
Wwas increasing. The manhours were increasing.

The third reason was the increasing damage which was being
caused to our wagons by the loading of finished steel products from
the steel plants. The loading of steel products should really be
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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 it goes to the warkshop 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 was 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. It 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 5.11 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 expamd 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
vardstick for measuring our maintenance efficiency, these are not
the figures which can be rigidly adhered to. It is not possible that
day in and day out we can stick to this.”

1.35. The Committee were given to understand that detentions in -
sick lines and transportation workshops mainly occur due to delay
in repsirs, by the Mechanical Department, of these sick wagons and
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delays in removal either after repairs or to the Mechanical Work-
shops for special repairs or periodical overbaul. In regard to the
techniques of repairs followed on Indian Railways, a representative
of the Railway Board stated 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 techniques 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-
and therefore their figures have gone up.”

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

Railway Workshop Periodical overhaul of wagons  Extent of arrears
in periodical
Capacity  Actual Qutturn overhgul of
per outturn  per wagons on
month in month 1-4-72
1971-72 in
1971-72
South Eastern . Kharagpur . 1300 9729 811 10926°§
Western . . *BG 780 POH 100 8696 728 55075
NR raised to 950
POH
M.G. 475 2793 233 2430
South Central . Hubli, 46 363 30 97
North Eastern , Gorakhpur . 421 4297 358
Izatnagar . 27§ 2895 241 3261
Samastipur 150 1355 113
Northeast Fron- Dibrugarh 150 1488¢ 124 Not available
tier
New Bongaigson 150 1639 138 Not available
Southern Perambur (BG) . s28 §512 459 3316
Mysore (MG) 228 2484 207 1421
Eastern |

1557 10123 844 Not availsble
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1.38. It is seen from the above that the outturn from workshops
of wagons after periodical overhaul was generally below the plan-
ned capacity of the workshops during 1971.72 and the number of
wagons ovendue for periodical overhaul was also large, Asked about
the reasons for not utilising the planned capacities of 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 to—

1. Shortage of electric power and sudden load shedding.

2. Shortage and irregular supply of industrial gases wviz.
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, it should have 200 man-hours of work
content of the wagons. We have laid down a target. When a
wagon comes for repairs, it 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 Committte enquired about the extent of arreas in
periodical overhaul of wagons and how the Railway Board proposed
to overtake these arrears. In a note on the subject the Railway
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Board have stated: “The percentage of overdue POH wagons on
the Indian Railways is as under:

Broad Metre
Gauge Gnutg

31-3-1968 8-83 8-18
31-3-1969 10° 69 93
31-3-1970 . . 11-02 7°3
31-3-1971 . 13-35 7:93
31-3-1972 1877 912
31-3-1973

18:73 10' 97

——

As regards Metre Gauge wagons, the overdue POH percentage
has remained at the level of 8 to 10 per cent which cannot be consi-
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 FW units as against the arisings of

31,117 FW units, It 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
corrosion and vandalism. The present holding of B.G. wagons is
in the region of 3,76,000 four-wheeler units. Taking the average ap-
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:

Year OQurturn Overdue POH 9, 9 Rate of increase
at end of year between successive
periods
1970-71 . . 73,312 $ 13'35
1971-72 . . 60,768 § 15°77 242
1972-73 . . 67,370° § 18- 73 2-96
July *73 . . 2218 345
; R S S
Qs &L Rervice,
. b ations,

A e WNGQ L4l
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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 Programmes.
The funds provided in the current year were Rs. 15 lakhs
and Rs. 1.48 crores have been asked for in 1974-75 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 expeditious and
with the minimum investment outlays:

Expanding the present capacities of Raipur, Kota and Jhansi work-
shops to the optimum possible,

With this it is anticipated that the arising trend of overdue POH
will be reversed by the fourth vear 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 Committee desired 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 poor condition of such wagons,
the percentage of wagons awaiting repairs is found to increase. It
has been specifically noticed that there is market proneness for
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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 available/developed in the workshops as
well as in the Depots/sick lines to currently attend to the POH 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 Railways. 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, multiplicity 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 productivity, 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 com-
ponents and spares for certain classes of locomotives which may 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 German 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 very
valuable suggestions for effecting substantial economies and increas-
ed productivity.

1t was also stated by Mr. Dehm that the German Railways' would
be willing to provide the following facilities, if it was decided to
implement these recommendations, namely:

(i) Deputation of necessary technical personnel to India
whose wages would be paid by the German Railways,
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but the Indian Railways would bear their ex
penses on
boarding and lodging in India;

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

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

144 In 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 so
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 Railway Board deposed: “The main recom-
mendation is that all the workshops should 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.”

146. Taking note of the modern trend in foreign countries in
regard to delinking of operating units from repair v\(orkshops, the
Study Team of Administrative Reforms Commission had also recom-
mended that Kanchapara and Kharagpur workshops should be placed
under the control of the General Manager, Chittaranjan Locomotive
Works, Chittaranjan and the General Manager, Diesel Locomotive
Works, Varanasi respectively. The Committee were informed
during evidence that this recommendation was still under considera-
tion. The Chairman, Railway Board explained: “This recommenda-
tion of putting the workshops under CLW and DLW was not feasi-
ble because those two General Managers 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 wagons. When
they are to be repaired, they come back to the railways. We have
found that it is far better for the General Manager to be responsible
for the control rather than somebody who goes roving round and
who is not able to exercise day to day control over this. We are
thinking of a better system of organisation for the workshop man-
agement within the railways rather than having a separate organisa-
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tion on a universal basis, The existing weaknesses are really with-
in the organisation of the workshops and this is being looked into.”

1.47. As to the reasons for the under-utilisation of installed capa-
city of railway workshops the Railway Board have stated that
shortage of industrial gases and damage to wagons 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 firms such as Indian

Oxygen, Asiatic Oxygen and one more firm, These are three main
sources of supply.”

1.48. On being asked whether the Railway Board planned to have
their own production 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 get
up our own plant. Some of the existing units can set up captive
plants in our workshop 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
{ull anti-corrosion measures so far as passenger coaches are con-
cerned. We are going to introduce it for the wagons also. The
problem is that suppliers have to set up certain specinl facilities 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
May, 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 as under:—

(i) Mechanical damage to wagon panels forms the starting
point of corrosion from the exposed bare metal surface.
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For this purpose damage to wagon panels should be avoid-
ed by ensuring proper packing conditions and by instal-
ling mechanised retarders in. hump yards to control shunt.
ing speeds,

() Use of general service 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, fertilisers, sulphur etc.

(i) 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 ete. used
for wagon manufacture in the tabrication shops by grit
blasting of surfaces and then use immediately of another
coat of zinc chromate primer again followed by a finish-
ing coat of red oxide so that there is proper protection
given to the exterior surface.

(vi) Use of angular grit and of dry blasting 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.

(vil) 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 mm from lower level for plates/sheets
followed by immediate application of zinc chromate pri-
mer and coat of red oxide used for patches while bevond
that level for body patches grit blasting and painting is
to be done only for the exterior. The crib 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.

(viif) The Committee has recommended painting procedure for
new builds and wagons currently in service, wagons built
during interim stage and wagons built during final stage.
Further some gpecific recommendations with regard dto
quality of primer and finishing paints has also been made.
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Based on the recommendations of this committee RDSO have
framed the revised painting schedule for wagons and have issued
necessary instructions to the Rallways on 29-11-1973 to implement
the same immediately.”

1.52. The Committee are concerned to note that the percentage
of wagons awaiting repairs in sick Hnes, Transportation Work-
gshops (running sheds) and in Mechanical Workshops has been in-
creasing over the years indicating substantially increased deten-
tion of wagons, though the Workshops capacity remain unutilised.
The percentage of BG wagons awaiting repairs to total on line in-
creased from 3.99 in 1965-86 to 5.11 in 1970-71. In the case of MG
wagons the percemtage of wagons awaiting repairs rose from 337
in 1965-66 to 44 in 1970-71. The Committee were informed during
evidence that for the purposes of measuring maintenance efficiency
of Railways it had been laid down that ineffective wagons shonld
not 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 1968-70 and 1970-71. Besides the increasing trend in pro-
portion of wagons awaiting repairs, the detentions in Mechanical
Workshops for repairs have been considerably increasing on meost
railways from year to year, Further the percentage of overdue
POH of BG wagons had increased from 883 at the end of March,
1968 to 22.18 (more than 2-1/2 times) at the end of July, 1973. Due
to poor condition of such wagons the percentage of wagons awaiting
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,

1.53. An analysis of the situation has inter-alia revealed that the
main reasons contributing to poor standards of maintenance of roll-
ing stock on Rallways which have an impact on the detention of
wagons in the workshops were:

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

(H) Paulty repair techniques followed in the workshops.
(i) Lack of medern workshop facilities; and
(iv) Undor-utilisation of available workshop capacity for perio-

diesl overhaul of wagons due te various ressons such as
853 LS—3.
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_shortage of power, shortage and irregular supply of in-
dustrial gases, heavy work load on the body repairs of
four wheeler stock due to heavy corrosion etc. :

1.54. The Committee were given to understand that as for back
as 1958 the Ministiry of Railways had secured the services of an
expert Mr, Michacl Dehm, Director of Productivity, German Fede-
ral] Railways for examining the working of repair workshops of the
railways. The Report given by this expert contained geveral valu-
able sugestions for effecting substantial economies and increascd
productivity in railway workshops. The Committee are very um-
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 offered was availed of: The Study Team of the Administra-
tive Reforms Commission in their report of November, 1968 on Rail.
way inter alia observed: “It is unfortunate that the follow-up action
on the recommendations has been delayed so long amd that the
assistance offered was not availed of. We recommend that this re.
port 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
recommendations made by an expert specially engaged for the job in
1958 should remain to be considered after the lapse of 15 years is in-
deed a very said 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
investmeunts in Railways the arguments that there is shortage of capa-
city in major sick lines and there is lack of modern workshop facili-
ties sound absolutely ludicrous. The Committee are quite clear in
their mind that most of the deficiencies now being noticed by the
Railway Administration in the functioning of their workshops could
have been well remelied if timely action had bedn initisted and
ingist that responsibility be fixed under advice to them.

1.55. They recommend that the question of reorganisation of work
shop facilities on Railways may be re-examined at 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 wagems. Measures
should alvo be takem to impreve the productivity of the workshops
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North Eastern Railway—Increase in 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 Hour or more through some defects. The various causes lead-
ing to engine failure are classified by the Railway Administration as
(i) defective design/material, (ii) .bad .workmanship .in .shops/
sheds, (iii) mismanagement by crews, (iv) bad fuel/water 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. The 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
the period from 1966-67 to 1970-71, except in the year 1967-68 when
it was 46.5 per cent,

1.58. Engine failures which reflect operational efficiency of main-
‘enance of the steam locomotives involving standards of maintenance
in sheds, workmanship in shops and operation by engine crews, had
shown a deteriorating 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
contro] on engine failures was being exercised; that engine failures
were invariably meticulously enquired into and adminjstrative action
intiated to avoid recurrence of such cases. However, the increase in
percentage of the failures caused by bad workmanship and mismana-
gement, from 73.3 per cent in 1966-67 to 90.3 per cent in 1970-71 indi-
cates that measures taken by the Administration to control such failu-
res had not been fully effective in arresting the Jeteriorating trend of
maintenance and operation since 1966-67.

[Paragraph 11 of the Report of the Comptroller and Auditor
General of India for the year 1971-72—Union Government
(Railways)].



30

1.60. During evidence the Committee desired to know how the
Railway Board accounted for the number of engine failures on.
North Eastern Railway which increased from 120 in 1966-67 to 164
in 1970-71. A representative of the Railway Board explained: “Pri-
marily due to bad maintenance and inadequate supplies of spare
parts. But here I would like to mention that for engine failures,
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 at 74,000
kilometers and 98,000 kilometers improved to as much as 2,36,000
kilometers. In 1866-67 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 1967-88 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 rectifv them. It took them a couple of
years to sort out their difficulties. I have no justification in this re-
gard obviously it was failure in maintenance, but it 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 faultv material—this is, the
material used on the locomotive as spare parts which are not of
steel.”

1.62. In reply 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 it 100 per cent. So,
the main reason will be either faulty maintenance or mis- manage-
ment, Now, there is 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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1.63. Referring 1o the large percentage of failures attributable to
bad workmanship and mis-management, the Committee desired to
know the reasons for this. The representative of the Railway Board
stated: “It is sheer neglect....., Maintenance is the responsibility
of the maintenance staff of loco-sheds or the repair staff 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 erew 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 mis-management 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 to 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 old.engines
are utilised on inferior services. On the trunk routes, on the main
line, where the engines carry through goods train or passenger
train, where the engine has to do a very long distance and it has
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

utilised on inferior services, that is not making any extra contribu-
tion”
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1.67. He added: *The opinions of different mechanical engineers
on this issue can vary. But since our normal policy is that over-
aged engines should be confined 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
figues 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 Kms, in November, 1966. The following table gives de-
tails of the actual performance on some of the railways:

Kms. per engine failure (figures in thousands)

South North North Southern Northern Western
Central Eastern  East
Frontier

1965-66 . . .. 186 213

1966-67 . . 208 236 199

1967-68 . . 301 159 156

1968-69 . . 209 157 97 173 288 216

1669-70 . . 202 191 Not avai- 149 296 246
lable

1970-71 . . 208 183 86 9 338 261

1971~72 . . 162 236 Not avai- 216 307 204
lable

1.69. 1t 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 ¢f 200,600 kilo-
meters for engine failure was realistic in the light of actual per-
fcrmance of some of the Railways. In a note the Railway Board
have stated: ‘“The target of Kilometres per engine failure had beer
increased to 2,00,000 in November, 1966 from the previous figure of
160,000 Kms, The targets as a rule are set at higher levels so that
efforts may be intensified by the Railways to achieve the samc and
endeavour to constantly improve performance. Efforts at improv-
ing the performance in respect of engine failures will continue but
the difficulties in the availability of certain steel sections for the
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motion parts and the present day staff problems constitute impedi-
ments in achieving this goal on certain Railways. These are being
tackled vigorously and Raflways 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:

1966-67 . . . . . . . . . . 2,36,000
1967-68 | . . . . . . . . . 1,59,000
1968-69 . . . . . . . . . 1,57,000
1969-70 , . . . . . . . . . 1,91,000
1970-71 . . . . . . . . . . 1,83,000

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 1966-67 on N.E. Railway be maintained
in 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 1961-62
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 of cer-
tain steel sections for the manufacture of motion parts coupled with
go slow 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
performance.”

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 1968-69,
the performance had deteriorated but a comparison with figures
from 1961-62 to 1964-65 indicates that the performance was at better
levels. However, during these years the performance was near
the earlier target of 1,60,000 Kms. per engine failure.”
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173. The Committee enquired about the steps proposed to be
taken by the Ministry of Railways to control the increasing inci-
dence of engine failures. In this connection the Railway Board have
stated: “Every 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 and Chief Mechanical Enginners, The analysis of
failures are carried out every month and at the shed and divizional
level, the Committees of Foremen, Inspectors and Mechanical En-
gineers examine the various aspects causing engine failures. Even
at 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
preventive schedules are suitably modified, keeping in view the
trends of 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 Board
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
carried 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 failure.

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
ensure that correct materials are used in the manufacture of com-
ponents,

3. Staff responsible for neglect are suitably taken up. Whenever
necesgary, modifications in the components for better service are
made and preventive schedules are suitably modified, keeping in
view the trends of failures. )

4 The various training course are being conducted on the rail-
ways to train the artisans and supervisors in the maintenance of the
locomotives,
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5, Mecnhanical Engineers have been asked to frequently visit Loco
Sheds and made surprise checks so that better check and control is
exercised in the working of Loco Sheds,

8. A concerted drive is maintained to. ensure better staff motiva-
tion so that effects of go slow and neglect are overcome.”

1.75. Engine failures which reflect the degree of efficiency of
maintenance of the steam locomotives involving standards of main-
tenance in sheds workmanship in shops and operation by crews had
had shown a deteriorating trend on the North Eastern Railway since
1966-67. An engine is considered to have failed when it is unable
to work its booked train from start to destination or causes delay
of one hour or more through some defects. Such failures on the
N. E. Railway were 120 in 1966-87, 182 in 1968-63 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 1970-71 as against 73.3 for the
year 1966-67, Further the performance index of Kms. per engine
failure also deteriorated from 236,000 Kms. in 1966-67 to 1,83,000
in 1970-71. The performance of the North-East Frontier Railway
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 is that it has increased during certain periods
on different railways.” The Committee regret to find a somewhat
complacent 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 improve-
ment. It shuold be particularly ensured that the production 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 performance index of 1,60,000 Kms. 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
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

s



Chapter I
PURCHASE OF STORES

South Central Railway-Procurement of small track fittings at extra
cost.

Audit Paragraph

2.1. Orders for the supply of 31.69 lakhs of steel keys were placed
by Director General, Supplies & Disposals on firm ‘A’ on 8th April,
1970 at the rate of 57 paise per piece, out of which 14.44. lakhs steel
keys were to be supplied to South Central Railway by March, 1971,
As adequate guantity 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)].

23. 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 & Disposals, in
April, 1970. The extra payment made to the firm on this account
worked out to Rs. 2.21 lakhs.

24. 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 himself from other than controlied

36
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sources and that the requirements of keys were most urgent and
could not be met from the normal sources of supply under the run-
ning contracts with the Director General, Supplies & Disposals owing
to non-supply of raw materials,

2.5. It may, however, be pointed out that the direct purchase at
higher rates was avoidable in view of the arrangements having
already been made for the import of billets and partial restoration,
by the end of 1870, 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 efforts made
through the Director General, Supplies & Disposals (under whose
running contracts substantial quantities were pending from the
firm).

2.6. The Railway Administration stated (October, 1972) that the
supply position of keys was extremely critical and the Railway pur-
chased only 13 percent of the outstanding number of steel keys and
it 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
taved only 13 paise per key or about Rs. 39,000 at the most.

2.7. The Railway Board further stated (January, 1973) that:
{i) as against the requirement of 2.300 tonnes of tested billets for
manufacture of 31.69 lakhs keys, the firm received 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 production schedule meetings held by the D. G. S. & D.; and
(iii) 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
endorsing 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 total 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 alreadx been pro-
cured by the Railways for issue to the fabricators subject to ?he
difference between the cost of imported and indigenous billets being



38 .

lborne by the Railways, a comparison with the price of keys fahrica-
ted out of such imported billets is not appropriate. After taking
.into account the. higher landed cost of imported billets—Rs. 1,200
against Rs, 659 per tonne for indigenous supply—the extra amount
paid to the firm worked out to Rs. 1.17 lakhs computed on the basis of
rate accepted in April, 1970.

[Paragraph 15 of the Report of the Comptroller and Auditor
Genera) 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 at 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 1969-70, as against the require-
ments of 25.8 lakhs of keys, received only 1.4 lakhs of keys and in
1970-71, as against 19.25 lakhs of requirements, they received
nothing.

In other words, in these two years, out of 44 lakhs of require-
ments, they received barely 14 lakhs. 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
684 lakhs. For very emergent requirements, the Railways were
permitted 1o place their limited orders. The South Central Railwayv
placed an order for about 3.25 lakhs against a shortfall of nearly 43
lakhs for works. Even emergent works were not fully covered. It
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 steel keys was of the order of 25 lakhs
comprising of the following:

1. Track renewals including track cir-

cuiting works . . . . . 10 lakhs
2. Day to day maintenance and casual

renewals . . . . . . 10 lakhs
3. Doubling nd conversion . . 5 lakhs

However for the purpose of placing requlsit.ion for direct purchase,
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the requirement of 3.25 lakhs of keys were shown against the follow—
ing works:

Quantity Name of work

(1) 25,000 nos, , ., CTR work for 47-:00 kms. on Ballarshah-
section (W.P. item No. 92 of 70-7t and sancum
No. W. s04/C/23 of 3-6-68).
(2) 300,000 nos. , . () 1,00,000 nos. for CTR work of 47° 00 kms. on Ballar-
shah—Kazipet sccnon (W.P, Item No. 92 of 70~71
and sanction No. W. 504/C/23 of 3-6-68),
(&) 1,00,000 nos, for CTR work of 37-053 kms. on
Ballarshah-—Kazipet section (W.P. item  No. 93 of
70-71 and sanction No. W. s04/C/27 of 21-7-69).
(s58) 1,00000 nos. for CTR work on Pune-Sholapur
section for 36-77 kms. (W. P. item No. 140 of 70-71
u;d Rl) Board's sanction No. 70/W6/RWT/E[69 of
-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-Kazipet section) therein and the rest were used
¢n the other competing demands as follows:—

Nos.
(ay Miraj—Kolhapur conversion . . . . 100,000
(by Track Remetal works including track armmng uovh
(/) Complete Track Renewal for 49° 7 Kms. on Punc-—-Sbohpur
section (W.P. item No. 148 of 1969-70} . 33,000
(i) Urgent CTR for 2 &9 Kms. on Wadx——-Seamdeubad Scc
PWI/R/Lingspalli (W.P. Item No. 143 of 1968-69) . 20,000
(##1) Urgent Through S r rencwal of 26-0 Kms. PW!{Bapath
on Gudur—-\r’mynw section (W.P. item No. 154 of 1968- 8,000
4
(iv) t Through 8| T rencwul of as- 67 Kms on \ I} awada
-3'" ec. (W.P. Item No. 165 of 1969-70) l/SW'
. 8,000
() U (lhroughs l'encwnlof 17-00 krns on Vna\':wada—
ﬁv&h P. ltem No. 163 of 1969-70; PWI/S;
. . . . . . . . 16,000
(vi) Uergent track circuiting works . . . . . . 36,000
Total of ‘b* | . . . . . . . 1,61,000

(¢) Urgent Track msintenance works including cxsusl renewals . 39,000
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212, During evidence the Committee enquired why the keya
procured on emergent basis for certain works were not used 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. It was in the emergencey
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 25.8
lakhs, they got 1.4 lakhs (keys).” The Committee asked about the
special steps taken by the South Central Railway to approach the
DGS&D for expediting supplies of Keys under the running con-
tracts. In this connection the witness stated: “Our Railwav Officer
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 received. That was the
state of affairs. There were manyv items like this. South Central
Railway’s writing hundreds of letters would not have changed the
position. The bureaucratic way of writing to them to keep the
record straight is one thing., but that would not have changed the
position.” He added: “South Central Railway was writing 1o all of
them, suppliers against whom orders were placed. Theyv endorse?
all these copies to the DGS&D. 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 hecen
forced to make an even higher purchase but, they did not do it [
would imagine their situation in 1970-71 when their outstanding wa:
44 lakhs and they received only 1.4 lakhs. One may say that they
have not failed and have acted prudently.”

2.15. In regard to the position regarding supply of billets to the
manufacturing firm and supplies of keys made by the firm during
the relevant period, a representative of the DGS&D deposed’
“Admittedly the billet situation was somewhat bad. As soon as the
Steel Ministry abandoned completely our quota sometime in 1969.
the supply position of billets did not come up sufficiently for another
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eight to nine months, Later they started coming....Out of 31 lakhs
and odd, 14 lakhs 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, 1870. Bulk of
the steel was received some time in December-January. The steel
received while quantitatively sufficient to manufacture the entire
quantity it 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, 197! 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 keys—all went to South Central Railway. 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 was
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,
they 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 full quantity of 31 lakhs and

odd had been supplied including the requirements of the South
Central Railway.”

2.16. The Committee enquired whether jt would have made some
difference if the South Central Railway had written to DGS&D
much earlier in regard to their urgent requirements. To this the
representative of the DGS&D replied: I think it should have. It
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 desired to know why DGS&D permitted a
direct purchase by the South Central Railway from the firm with
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whom they had & running 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 Financial
Commissioner 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 firm and
sending a copy to the DGS&D, requesting them to do something
about it.”

2.19. In reply to a question why the DGS&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 DGS&D thinks that any
useful purpose will be served by intimating this kind of transaction
to them, we shall do that. There is no objection on our part to do
s0. 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.”

2.20. In this connection the representative of the DGS&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
failed to supply against DGS&D contract. To this the Financial
Commissioner for Railways replied: “DGS&D enters into rate con-
tract for large quantities and it does happen that sometimes the
contractors are unable to supply to us the materials required on
demand. Railways are put in a very difficult predicament. They
bring it to the notice of the Company and DGS&D. Then as an
administrative Ministry, we authorise a small portion of the things
to be purchased from the market. It is also true that at that time
the prices are a little higher than originally agreed to according to
the rate contract. The explanation usually given is that for the
smaller quantities, the rates are slightly higher than the bulk sup-
Plies. The philosophy behind entering into a rate contract is that
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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
contract.”

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 supplies 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 on whom DGS&D had placed
orders, 28,000 tonnes of steel billets were imported. Full guantity
of steel billets was received by March, 1971, out of which only 1243
tonnes could be issued to fabricators by November, 197, The Rail-
way Board have intimated that the year-wise issue of imported
billets are as indicated below:

Year Quantity
M/Tins

1970-71 . . . . . . . . . 500
1971-72 . . . . . . . . . 4200
1972-73 . . . . . . . . . 14522
1973-74 . . . . . . . . . 1300

rupta Feb. =4

Total , . . . . . . . 23.5c0

224. In a note the Department of Supply have stated: “The dis-
{ribution of 28,000 tonnes of imported billets was made by Railwax
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 contracts is shown in the statement below:

Statement of imported billets released by Central Railway against
DGS&D orders for fabrication of track wmaterials in contracts
concluded by the DGS&D.

(Releases were made initially on 31-12-71 against Bank Guaran-
tees received from the fabricators/contract-holMers).
653 LS—4,
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Firm’s Name Despatches made by Railways Depots
against the release advice issued by the
DGS&D
M.T.
1. Ramchander Heeralall . . . (@) 464+ 200
2. Ajanta Iron & Steel | . . . (@) 510" 350
() 500°00 O
© 500- 000
@) 258+ 000
3. Asscciated Engg. Ind. . . . (@) 190° 600
4. Gujarat Iron & Steel . . . (a) 101200
s. HISCO . . . . . . (@) 249- 800
6. Laule . . . . . . a; 160 000
7. GKW | . . . . . (a) 286000
£. Sudarshan Steel . . . . ‘a} 528- 165
9. SEW. . . . ) . . @ 733000
& 302" 304
(e} 330- 000
o 270 00G
(es 421000
Tenal . . . . $,774 610
) 1,000°000  Under Jespawch from
Rly Depot.
10. Punjab Stec] Rolling Mills | . ; (@) 1,000 003 Do.

Grand Total , . . 7,774 610

-

2.25. On being asked about the rcasons for long delay in the
issues of imported billets, the Chairman, Railway Board stated in
evidence: “That was an arrangement that had to be done in consul-
tation with the DGS&D and basically, the fabricator found it
difficult to provide money against the supply of billets because of
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the rates involved. When they got it from the JPC, they had a
guick 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 drawn pointedly. Since all our transactions
in the matter of fabrication of keys etc. are carried out through the
DGS&D, really, it 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 were placed in
December, 1970 and February, 1971 for supply of 3.25 lakhs of steel
keys (Small track fittings) by South Central Railway Administra-
tion at the rate of Rs. 1.25 per key on a firm which had faileq to
make supplies against a running contract with DGS&D for supply
of 14.44 lakh keys to the same Railway at the rate of Rs. 0.57 per
key. The failure of the firm to supply agninst the running contract
was attributed to non-receipt of supplies of billets at prices fixed
by Joint Plant Committee and the additional payment of Rs. 0.68
per key was justified 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 for direct procurement of keys, the Committee find no
justification whatsover 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 Railway 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 fixed for the lapse.

2.29. It may be recalled that in paragraph 2.112 of their Severth
Report (Fifth Lok Sabha) the Committee had desired that the
Government might consider whether it was at all desirable to resort
to local purchases at higher rates from the firms holding contracts
to supply the same goods. The DGS&D had then stated that as a
Matter of general policy, they did not favour direct purchases in



48

respect of stores on contract. The Committee consider that only
in exceptional cases should such procurement be resorted to im
consultation with the DGS&D. They desire that suitable instructions
in the matter should be issued to all the indenting departmepts
forthwith,

2.30. The Committee are also unhappy to note that 28,00 tonnes
of steel billets imported on an urgency basis and which were
received in India by March, 1971, have not yet been fully utilised,
As at the end of February, 1974, 4,500 tonned of the billets were
awaiting disposal. The Committee cannot but deprecate the lock-
ing up of resources in this manner,

Central Railway—Loss on procurement of bearing plates due to
non-adoption of drawings in metric units.

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 &
Disposals on 23rd December, 1967, for procurement of 1.95000 num-
bers of bearing plates. the specificaticns and drawings of which were
in non-metric units, While inviting tenders, the Director General,
Supplies. & Disposals amended these specifications to conform to
metric units but drawings in the non-metric units were retzined.
On the basis, a contract for the supply of bearing plates at the rate
of Rs. 419 each was awarded 1o firm ‘A’ in April, 1968, Since the
firm failed to make supplies. the contract was cancelled in January,
1969 at their risk and cost. In April, 1969, fresh orders conforming
to the drawings in non-metric units were placed on another firm ‘B
for supply of bearing plates ut the rate of Rs. 5.60 each, the extra
expenditure being recoverable from firm ‘A’

232 In Mav. 1969. the Central Railway Administration suggested
to the Director General. Supplies & Disposals to substitute the non-
metric drawings bv metric drawings. Metric drawings of the bear-
ing plates were the equivalent conversion of the inch unit drawings
and there was no difference between these two drawings excepling
the variation in dimensions due to rounding off to the nearest figure
The Director General, Supplies & Disposals, however, did not agree
to the Railway's suggestion on the plea that it was obligatory to
order stores to identical drawings in such cases of risk purchase.
Firm ‘B’ delivered only 16.104 nos. of bearing plates and thereafter
failed to complete the supply even after grant of extensions. In
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September, 1970, the order on this firm 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 firms were void in law, since they stipu-
lated supplies conforming to drawings in non-metric units, the usage
of which had become illega] 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 firm ‘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 Rs. 350 lakhs computed on the
basis of accepted rates of firm ‘A’ & ‘B’ respectively.

2.34. The Railway Administration stated (August, 1872) 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
Director General, Supplies & Disposals was acting only as an agent
and it was for Railways to satisfy that the stores conformed to ra-
guirements stipulated in the indents. further, the drawings in nun-
metric units and metric units given by Central Railway were not
identical and substitution straightaway by the Director General was
not possible,

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

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 even in December, 1967. The
Chairman, Railway Board 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 Railway Board stated:
“The change over from the FPS svstem to metric system involved
revision of a very large number of drawings. For track items alone
the number of drawings to be revised was 1250,
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The revision of drawings in metric units is an extremely compli-
cated work in as much as each part has to match with the other
components of the assembly so that the assembly as a whole func-
tions as an integral unit. For example, in the instant case the bear-
ing plate hard to be used in conjunction with the rail, M. S, Keys,
round spikes and the sleeper.

Railways experienced considerable difficulty in changing over to
metric units as there was the possibility that parts manufactured to
metric units may not fit 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 DGS&D 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 Board
have replied: “The Central Railway received the revised drawing
for anti creep bearing plates in metric units to Drawing No. T 1014}
in 1965. But the revised specifications to metric units were published
in May, 1967. Moreover the Railways faced practical difficulties in
the switch-over to the materials in metric units.”

2.39. The Committee desired to know why the DGS&D did not
encure that their contracts subsequent to April, 1958 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-
cation 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
of the practical difficulties in switching over from FPS to Metric
Units the Indenting Railways continued to send their indents for
supply of stores in FPS Units cven after 1-12-67. The contract for
th: Bearing Plates in question was concluded in April, 1968 in FPS
drawing because the governing FPS drawing was in force at tha
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-
plain why indents both to FPS drawings and the Metric Drgs. still
continued to be received in the DGS&D and the DGS&D was obliged
to procure the stores as indented by the Indentor.”
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240. During evidence the representative of the DGS&D stated:
“At the end of 1867, it was a transitional period for implementing
the Bombay Weights & Measures (Enforcement) Act, We finally
got the instructions from the Government of India in February,
1869 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
FPS system. The specification T-7/1955 had been superseded by
T-7/18687. These specifications are reviewed from time to time by
RDSO. 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 first page says:

‘Indian Railways standards and specifications newly issued,
revised, cancelled and 1S/BS/DGS&D specifications adopt-
ed for use of Indian Railways since Notification No. 132
of April, 1967,

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

Now, this Bulletin made the previous specification obsolete. So,
we had to go by the Specification T-7/67. The specification 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. V-10141 in metric system was in force on the day the Indent
was checked. It was issued in October, 1964. Till today, we have
no information from the RDSO to say that the Drawing No. T-255
has been superseded by 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 during evidence: “The
specifications and drawings were available in metric units. The
point is 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-
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ed the specifications to metric but the drawing was left as FPS”
The Committee asked why did the DGS&D not consult the Rallway
or the ‘Railway Liaison Officer and alter drawing received from the
Central Railway to conform to metric units even though in some
cases such references had been made by DGS&D previously. In a
note, the Department of Supply have stated: “The DGS&D did not
feel the necessity to consult the Railways or the Railway Liaison
‘Officer so as to alter the FPS Drgs. received from the Centra] 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 to 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 description on the draw.
ings are not the same. Therefore, the Inspection Wing of the DGS&D
did not consider the two drawings in FPS and Metric Units to be
identical.”

242 The Comimtiee are distressed to learn that even though
the use of non-umits was declared illegal with effect from 1.12.1967
by a gazette notifieation issued under the Weights and Measures
Act, 1958, contracts entered intc by DGS&D after this date stipu-
late supplies conforming to drawing in the non-metric units. This
has had the effect of rendering the contracts void in law which
could not be enforced agminst the defaulting parties. As a result
additional expenditure to the tune of several lakhs had had to be
incurred by the DGS&D in procuring bearing plates for the Central
Railway. In the case under reference the Central Railway Admi.
nistration while placing an indent on DGS&D on 23rd December,
1967 for procurement of 195,000 numbers of bearing plates failed
to give the specifications and drawing in metric units. This is admit-
tedly a serious lapse for which the responsibility should be fixed
for appropriate punishment under advice to the Committee.

243. It is surprising that at the time of inviting tenders, the
DGS&D amended the specifications to conform to metric units but
allowed 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. There was undoubtedly a serious ommission
which calls for an explanation. The Committee desire that indivi-
dual responsibility for this Iapse may also be fixed under advice to
the Committee.

2.44. The Committee would like to know whether there were
similar lapses in respect of other contracts entered into after 1st
December, 1967 and, if so, the action taken.
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Central South Eastern and Southern Railways—Non-recovery of
advance payments made to a firm on proof of despatch of stores
found deficient on receipt

Audit Paragraph

2.45. 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 firm 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 file fresh application be-
fore the Arbitrator for ‘Substituted Service' and that the Arbitrator
had issued order sheets on some of the Directors of the 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 of inspection notes and proof of despatch of
stores 1o other consinees, viz., Central, Southern and South Eastern
Railways against different orders placed by the Director General.
Supplies & Disposals but on receipt, stores estimated to cost Rs. 394
lakhs were found to be deficient. These cases are mentioned below: —
Central 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 from 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 Stores
Depot, Bhusaval between 5th December, 1962 and 21st January.
1964. The Railway Administration found that a large number of
components were deficient and this was taken up first with ihe
firm in April, 1963. The Director General Supplies & Disposals and
the Pay and Accounts Officer, Calcutta were also requested in July
and September, 19683 to withhold pavment till they were advised
of the receipt of all the components. The firm supplied certain com-
ponents in October, 1963 and January, 1964 and advised the Railway
Administration in April, 1964 that their firm was being re-organised
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and they wculd complete the supplies shortly. However, in July,
1965 the firm advised the Director General, Supplies & Disposals
that since they had got no workshop, the shortages could be made
good by purchases elsewhere and the cost of items short supplied
deducted from their dues. In September, 1967 the Railway Administ.
ration ultimately purchased the components at a total cost of Rs.
1,29,544.30 after examining the feasibility of their manufacture in
Railway workshops and consulting the Director General, Supplies
& Disposals and requested him in March, 1971 to prefer a claim for
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 referred
to Arbitration but added that even if the award was given in their
favour the prospect of recovery appeared to be bleak.

South Eastern Railway

2.48. Against four orders placed by the Director General Supplies
and Disposals on the same firm between July, 1982 and April,
1963 for the supply of 2 doll and 3 doll signal brackets, lifting bar-
riers, channel posts etc., to Scuth Eastern Railway, the firm secured
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 1962-83 and 1963-
64 were found to be incomplete. In September, 1963, the Pay & Ac-
counts Officer, Calcutta was advised by the Railway Administration
to withhold payment. The Director General, Supplies and Disposals.
however, granted extension of time to the firm to make good the
shortages and advised 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
Rs. 2.33 lakhs recoverable {ruwm. the firm. Against this sum, the Pay
and Accounts Officer could recover only Rs. 22 thousand from other
dues of the 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. 1.70 lakhs in respect of 3 out of the 4 orders but the amount is
vet (December, 1972) to be recuvered,

249. In Augus*, 1971, *he Diretor General, Supplies & Disposals
inform~4 the Pailway Administration that the case was being pro-
cessed for recovery through the Ccurt of Law after ascertaining the
name and present address of the firm. He further advised in Feb-
ruary, 1972 that the subject ca<es referre-d to the court were dismissed
on the plea that the correct address of the firm was not known 'ﬂnd
that these cases had again been referred to the court for publication.
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Southern Railway

2.50. Advance payment amounting to Rs. 1.04 lakhg had been
made to the same firm on the proof of despatch and certificate 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 different dates between October, 1962 and
May, 1863 were found to be deficient and the firm was requested to
make good the deficiencies but these have not been received so far.
The total value of the deficient components had been assesse@ at
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, Suppliegs & Disposals in October 1966, The
matter is still (December, 1972) under correspondence with the
Diregtor 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 DGS#D before advance payment to the extent of 90
per cent of the total cost was made to the firm. A representative of
the DGS&D stated in evidence: “According to our comtract terms,
when a store is inspected to see whether it is according to the speci-
fications, the inspector would advise the consignee and the purchase
officer and hand over the inspection note to the firm as well as send
a copy to the accoun:s office, under which that firm comes, firstly,
for despatching the stores and claiming the bill by enclosing the
railway rece pt ard a copy of the inspection note attached to it. In
this case, he draws 90 or 95 per cent. He claims the balance amount
on receipt a certificate from the consignee of having received the
stores in full. iie reieases copies No. 2 and 5 of the inspection note,
it comes to the firm and the firm, on the authority of the certificate.
clams the balance of payment.”

2.52. The witness added: “In this case this firm has been regis-
tered with the Government, both with the railways as well as the
DGS&D 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 of onders 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 goods were not despatched.
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Ultimately, we had to chase them and the railways had to purchase
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 Boand have
stated: “All the items offered for inspection by M/s...... against
the seven 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. It 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
inspection note.”

2.55. The Committee asked when the materials had been insrected
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: “The materials offered by the
firm, inspected and passed by the Director of Inspection were com-
plete as per the orders. The stores would have been rejected if
these were deficient and incomplete ag those could have been easily
cient and incomplete reported by the Railways was apparently due
cinet and incomplete reported by the Railways was apparentiy due
to the non-despatch of the components after inspection by the firm.”

2.56. Asked whether DGS&D had ascertained the capability of
the firm to manufacture the equipment before tenders were accepted.
the DGS&D stated: “All the seven orders were placed on the firm
during July 1962 to April 1963. At that time, the firm were regis-
tered as manufacturers and supplies of various items. In fact, they
were registered with the DGS&D since 1943. Therefore  before pla--
ing the orders under reference, there was no necessity to ascertain
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 Officer. Cal-
cutta to withhold payments to the firm, the DGS&D advised the
Pay & Accounts Officer not to withhold the payment.  Giving
reasons for this order the representative of the DGS&D stated during
evidence: *“Looking back I can say that this action was incorrect
and inadvertently done but the circumstances leading to this are
not on record as far as recond goes. What was mentioned was that
there were records to show that the firm has been a good supplier i
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the past and that they wanted a couple of months to reorganise
themiselves and supply them.”

2.58. Asked whether responsibilities had been fixed for the lapse
in this case, the witness stated: “It is very difficult 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 firm. A notice has been published
in the Hindustan Times dated 12-12-1973 for appearance of the firm
or its Director within 4 months.”

2.60. In another note, the Department of Supply have intimated:
“The Special Police Establishment, Calcutta have intimated that
the prosecution case has since been closed. Now the case is perling
for examination of the accused by the Court, grguments and
judgement.”

2.61. A case of non-recovery of the value of deficiences in the
supply of signal stores to be made by a firm to the Northern Railway
was brought to the notice of the Committee earlier. The firm had,
however. obtained advance payment respresenting 90 per cent of
the value of the entire supplies to be made. The Committee are sur-
prised to find that the same firm had obtained payments on the
strength of inspection notes but did not supply the materials com-
pletely in respect of as many as 7 orders placed by various zonal
railways. The value of deficicncies is estimated at Rs. 3,94 lakhs.
According to 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
noticr for attending the arhitration could not be served on it. A
prosecution 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 deve-
lopments.

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

(i) The firm in question is stated to have been registered with
the Government, both with the Railways and the DSG&D,
since 1942. The relevant orders were placed on the firm
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about two decades later. The Committee are, therefors,
unable to agree that there was no necessity to ascertain
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 firm 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 case.

(ii) In this case it is claimed that the entire quantity to be
supplied was inspected by the Inspection Authority. It
is, however, not clear how, having not despatched the
stores in full, the firm could obtain advance payment
merely on the bases of the inspection notes. The Com-
mittee presume that the firm was required to produce a
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 DGS&D
should, therefore, 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.

263. The Committee find that needless solicitude was shown to
thiz firm by the DGS&D. For example the Pay & Accounts Officer,
who was advised by the South Eastern Railway Administration to
withhold payment to this firm in September, 1963, was asked by the
DGS&D not to withhold payment. The DGS&D instead granted
extension of time to the firm to make good the shortages. Ultimat-
ly, however, neither the shortages 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.
The Committee would, therefore, like Government t{o investigate
whether there was any mala fide intention.



CHAPTER II1
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 offices of South Railway. One of the
:tems related to R.C.C. work 1:2:4 with broken stone to pass through
1.91 em. dia. ring in columns, lintels, beaffig etc., including shutter-
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
io the agreement provided inter-alia, that all concrete used in R.C.C.
work should conform to the requirements of strength prescribed for
31, 250 concrete in Indian Standards Specifications. If the concrete
did not come up to the requirements of prescribed strength, the
remedial measures as prescribed by the Engineer would be adopted
by the contractor at his cost.

3.2. While the work was in progress, the Administratiogn decided
to change the R.C.C. mix for beams from 1:2:4 to 1:13:3 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 practi-
cal difficulties stated to have been encountered in pouring concrete
due to congestion of heavy reinforcement. Since the rate for R.C.C.
work in beams in the ratio 1:14:3 had not been given in the Standard
Schedule of Rates of the Central Railway, 1964 which was appli-
cable to this case, the Administration sanctioned it as a non-sche-
duled item in March, 1969, working out a new rate from the funda-
mentals adopting the prevailing market rates for the entire labour
and material involved in the item. By this method of computation,
a new rate of Rs. 283.17 per cu. m, was arrived at for making pay-
ment to the contractor, instead of allowing only reasonable increases
to cover the element of cost of additional material and labour over
the accepted rate of Rs. 158.86 per cu. m. for R.C.C. work in beams
with 1:2:4 mix. Such a fixation, based on the vrevailing market

rates, resulted in an extra payment of Rs. 3.10 lakhs to the contrac-
tor,
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3.3. Also the actual sanction issued in March, 1969 for the opera-
tion of the new non-scheduled item of R.C.C. work 1:14:3 in beams
did 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 rate for any item
of work not contained in the Standard Schedule of Rates, should be
agreed upon between the Engineer and the Contractor before execu.
tion of such items of work and accordingly, the rate was determined
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 1:14:3, the Railway Board have, in & note, stated: “The
structural drawings prepared by R.D.S.0. provided for vibrated con-
trolled concrete to conform to M250 strength. During the construc-
tion it became evident through the testing procedures that this
strength could not be achieved with the 1:2:4 vibrated concrete as
ordinarily used. Hence the aggregate composition and water,
cement ratios had to be changed to realise the workgbility required
for achieving tne required strength in accordance with the nature
and Jistributicn of the reinforcement in various sections. In the
case of other structural elements (such as beams) and junctions
according to their stress and location conditions and steel content,
the mix had also to be changed for achieving the workability neces-
sary for the strength criteria.”

3.6. The Committee drew attention to the Audit observation that
the actual sanciion issued in March, 1969 for the operation of the
new non-scheduled item of R.C.C. work. 1:11:3 in beams did noi
specify either the required strength or any change in the method
of compaction. As to the reasons why this was not done, the Raii-
way Board have siated: “In the sanction it was not necessary lo
specify the strength or the method of compaction because the
working drawings and special specifications clearly spocified that
concrete work should conform to M.250 strength including the
method of compaction.”

3.7. During evidence the Committee asked about the reasons for
allowing enhanced rates to the contractor in spite of the fact that



59

the special specification of work attached to the tender provided
that all concrete used should conform to the requirement of strength
prescribed for M.250. In this connection the Chairman, Railway
Board stated: “The schedule of rates provided only for ordinary
concrete. Controlled concrete is a totally different thing. When
the drawings etc. were prepared originally, it was dope 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
sufficient experience of concrete framed/structure. They were used
to steel frame structure, which they have been wusing in their
designs. Here, it was Jdecided 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
used, 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 R.C.C.
should not have given rise to the question of increase in rates. To
this, the Chairman, Railway Board replied: “In fact, they should
not have specified the mix at all. They should not have specified
the mix at 1:2:4 or at 1:14:3. The correct thing would bave been
merely to specify the strength and say 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 thisg design, things varied so much that even
with 1:2:4, they got very high concentration of steel in certain places,
in certain numbers and so on. That, unfortunately was the mis-
take on their part This was a mistake in having specified the mix
and the controlled concrete design strength.”

3.10. The Committee asked whether in terms of the conditions of
agreement, the contractor could not be asked to do the work with
the revised ratio of mix at the agreed rates. In this connection the
Chairman, Railway Board stated: “The contractor has carried out
work at some ad hoc rate. It was open to him to have said T am
completing the work; I am sorry. You can decide whatever you
lilee' "

3.11. Subsequently in a note furnished at the instance of the
Committee, the Railway Board have stated: “Clause 39 of the
General Conditions of the Contract 1966 of the Central Railway
applicable to this contract stipulates the procedure for fixation of
rate for non-schedule items of work. M. 250 strength concrete
653 L.S.—8,
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with 1:2:4 mix was found impossible to be achieved in heavily
reinforced beam sections during the course of execution. Accor-
dingly, 1:13:3 mix concrete for beams, which was not included in
the schedule to  the agreement had to be resorted to and non-
schedule rate was accordingly worked out in terms of the abOVe
chuse ”

3.12. The Committee were given to understand that R.C.C. work
in 1:14:3 mix was started by the contractor in May, 1868 but the
new rate was 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 correct that RCC work in 1:14:3 mix
in beams was started in May, 1966. The non-schedule rate finali-
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 rate, 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, ie.
the prevailing competitive market rates.”

314, In reply to a question the witness stated: “The period of
1968 was the mean period. when it was 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, 1967. It was only
the labour rate that was taken as for 1968.”

3.16. The Committee find that the special specifications attached
to the agreement for the comstruction of a multistoreyed building
at Secunderabad for the Headquarters Offices of South Central
Railway provided inter alia that all concrete used in R.C.C. Work
should conforn to the requirements of strength . prescribed for M
250 concrete in Indian Standards Specifications. Further if the
concrete did not come up to the requirement of prescribed strength,
the remedial measures as prescribed by the engineer were to be
adopted by the comtractor at his own cost. In splte of this specific
stipulation regarding wse of concrete the R.C.C. mixe of 1:2:4 was
presctibed. for certain itesits of werk. Duwring the course of work,
this BOC mit of 1:2:4 for Déam was changed ‘to 1:13:3, as the fosmer
mix was et giving satisfactory result. This’change in mix invol-
ved change in the rate for ROC work in beams as the new mix le.
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1:14:3 had not been given in the schedule of rates applicable to
this case. 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 con-
tractor. The Chairman Railway Board admitted during evidence
that the specification of RCC mix of 1:2:4 and its subsequent altera-
tion to 1:13:3 was a mistake for which the Committee require res-
ponsibility should be fixed, for appropriate action including penal
recovery under intimation to them.

3.17. It is further seen with great distress that while the RCC
work in 1:14:3 mix was started by the contractor in May, 1966,
the new non-scheduled rate for this work was finalised in March,
1969 and it corresponded to the market rate prevailing in 1968 which
gave additional benefit to the contractor at Railway’s expense, The
Committee fail to understand the legality of the fixation of a rate
in 1969 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 Railways are not
unnecessarily required to incur extra expenditure and to also as-
certain whether there has been malpractice in this case.

Western Railway—Extra expenditure on earthwork—Kota
Alania Doubling

Audit Paragraph.

3.18. In connection with the doubling of track between Kota
and Alania (20,6 kms.) sanctioned in April, 1969, the Railway Admi-
nistration invited tenders for earthwork in banks, cuttings in main
lines, yards, level crossings, approach roads, platforms etc., from
Kms. 809.50 to 918.20 on 10th June, 1969, returnable on 30th August,
1969 and accepted the lowest tensder valued at Rs. 9.79 lakhs (ex-
cluding one item for which the rate quoted was 96 per .cent above
the Schedule of Rates) on 20th November, 1968, The contract
agreement was executed on 19th January, 1970,

. 3.19. Even before this tender was finalised, the Railway Board
issued a general directive on 9th September, 1969, that while desig-
ning bridges in connection with doubling schemes, all efforts should
be made to provide adequate free board under the new bridges
irretpective - of :'whether adequate free board was available or
not © under tha existing bridges and further reiterated on
AthNovember . 1089 that the Raflways were o provide best
tachnieal solutions on their own. This directive entsiled reassess-
ment: iof ‘the quantum of earthwork covered by the above tender
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but the Railway Administration did not modify or provide for such
variations, which awarding the work on 20th November, 1969 on the
basis of venders already invited and opened on 30th August, 1969,

3.20. The change in the alignment in the section to provide for
adequate free board was finalised in August, 1970 after detailed
field investigation 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 to execute the additional quantity of earthwork
at the original accepted rate was presented for the signature of the
contractor; but he expressed his 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 in May, 1971 for the additional quan-
tily of earthwork at the rate of Rs. 10.50 per cum, as against the
original rate of Rs. 5.47 per cum, resulting in an extra expenditure
of Rs. 4 lakhs.

3.21. In the same project, similar tenders for earthwork in the
section from Kms. 897.60 to 909.50 had been originally 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. 11.18 lakhs was accepted on 20th
February, 1970 and the contract agreement was executed on l4th
April, 1970. In this case also, no increases were provided for
changes in quantities of earthwork necessary for adequate free
board under new bridges, though the tenders had been opened o=
15th December, 1959 i.e., three months after the issued of the direc-
tive by the Railway Board. After subsequent determination in
August, 1970 of the additional quantum of earthwork as 14,630 cum.
the contractor protested on 25th August, 1971, against the enhance-
ment and requested for an upward revision of the rate. Negotia-
tions were conducted with him and a higher rate of Rs. 10.50 per
cun, as against the original rate of Rs. 5.99 per cum. was accepted
by the Administration on 23rd October, 1971. This resulted in an
extra expenditure of Rs. 0.65 lakhs.

322 In both the cases the contract agreements stipulated that
the quantities shown in the schedules of quantities were tentative
and the Railway reserved the right to increase or decresse the quan-
titis to complete the work and the contractors would be bound to
carry out the work as per rates quoted by them. Besides, the Gene-
mmmdmmmadbrmhn‘mdmw
in the design, character, position, site, quantities, Air-> == or in
the method of execution of works. Mmynoud'smdaﬂﬂcﬂ-
tion issued on O0th May, 1963, in consultation with the Ministry of
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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 additional quantities of
earthwork had been got executed at the original rates upto the

permissible limit of 25 per cent, the extra expenditure could have
been reduced by Rs, 2.46 lakhs.

[Paragraph 26 of the Report of the Comptroller and Auditor Gene-
ral of India for 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 efforts shoulq be
made to provide adequate free board under the new bridges irres-
pective of whether free board wag available or not under the exist-
ing bridges and further reiterated on 4th November, 1969 that the
Railways were to provide best technical solutions on their own.
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 Com-
mittee desired to know whether it was not possible to cancel these
ienders and invite fresh tenders for the revised works after finalis-
ing 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 all involved delay
in the execution 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 sections
they had completed 73 per cent of the work at that contract rate.
The portion left over was 12 per cent in one case and 27 per cent
in another case.

324. When this question came up, the process of fixing the
tender had already been gone through. It was found that the num~
ber of places where this had to be changed was not widespread,
but confined to certain areas.”

3.25. In reply to a question whether fresh tenders were not in-
vited only because it was anticipated that cost might have gone up,
the witness stated: “Certainly that was the reason. Wherever

there was no change, the contractor was able to go ahead with the
work.”

3.28. The Committee pointed out that as the provision of ade-
quate free board under the bridges to be constructed would have
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changed the quantities of earth-work, the Rallway Administratioy,
ought to have modified the quantities or provided for variation, jn
the relevant contract agreements. In this connection, the Chairman,
Railway Board stated: “It would have been risky on our part to
have done it on guess work in the sense that the surveys had not
been completed for the free board. Supposing the survey was
done and it was less by 25 per cent, the contractor would claim
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 at 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:

Power of modifications 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 and
to order any additional works to be done or any works
not to be done and, save as provided in sub-clause (2)
of this clause, the contractor will not be entitled to any
compensation for any reductions but will be paid only for
the actual amount of work done and for approved mate-
rials furnished against a specific order,

Valuation of varitions.

(2) The enlargements, extensions, diminitions, reductions,
alterations or additions referred to in sub-clause (1) of
this clause shall in no degree affect the validity of the
contract but shall be performed by the contractor as
provided therein and the subject to the same conditions,
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stipulations and obligationg as if they had been original-
ly and expressly included and provided for in the speci-
fications and drawings and the amounts to be paid thereof
shall be calculated in accordance with the accepted
schedule of rates and for extra items of works at the
rates determined under clause 39 of these conditions;
provided that if the nature of amount of any variation
relative to the nature of amount of the whole of the works
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. !

-

1t will be noted that the contarctor is obliged to carry out work
for the increased quantities only if they do not result in rendering
the 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 conditiong of the contract to
fix a fresh rate for the increased quantities.”

3.28. The Committee desireq 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
limit upto which variations can be effected at the executed rates
of the agreement. Administrative instructions as per letter No.
63|W2|CT|14 dated 6.5.63 have been issued to the Railways indi-
cating the reasonsble extent of variations. The possibility of fixing
up a uniform limit of percentage variations at the executed rates
of the agreement was considered by the Board but it was found that
due to the varying nature and type of works executed it was not
possible to fix any specific percentage of permissible variations.
Specific limits of variation in quantitie may however be stipulated
in individual eontracts by the Railway and in }fact some of the
Railways are deing go.”

ye
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3.29. The Committee enquired why in view of the specific 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 at 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 fixation 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 fixed in
accordance with the clauses specified therein. The first alternative
for working out the rate is to derive the rate from the rates already
existing in the agreement. If thig is not possible, then we refer to
the schedule of rates and over that scheduled rate a certain per
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 schedule of rates and whichever is applicable is
operated.”

" 3.32. As to the provision in the agreements about the extent of
deviations from the specified limits the witness stated: “The
deviation limit which we specify is dependent on the nature of the
work to be executed and that is left to the discretion of the autho-
rity who gives technical sanction for particular contract. He has.
at that stage, to specify what the deviation limit applicable to the
contract would be.”

333. The Committee were informed by Audit that the “General
RﬂumdmmﬂomfwtheGddmcedemwinme
Public Works Department provide for s specific mention of the
percentage of deviation upto which the rates quoted in the tender
wouldmﬂmdbcyoudwhichth.ntawonldhavetobedew'
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mined and that the Railway Board was adviséd 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.W.D,

3.34. It is regrettable that iuspite of a general directive issued
by the Railway 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 doubling 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 February, 1970 in the second case. Further, since the
Railway Board directive involved reassessment of the quantum of
earthwork it was only reasonable that the Railway 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 lakhs. The reasons given by the Railway Board for not
doing so are (i) cancellation of tenders already finalised and invit-
ing new tenders would have delayed the work, and (ii) the invita-
tion of new tenders would have pushed up the cost. The Committiee
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 appropristely been done before finalising the contracts parti-
cularly when there wag time to do so. The Committee trust the
Radway Administration willi have learnt lesson from this costly
lapse and will be careful in future not to fritter away public
money like this. Furtber, respousibility should be fixed for the

lapse in this caws for appropriate action under advice to the Com-
mittee.

335. The paragraph also highlights a drawback in the gemeral
conditions of contracts on Railways in that the percentage or limit

upto which variations in guantity can be effected at the rates quot-
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for additional work should also be studied for domion wi ~
vantage by the Railways. " h ad

South Central Railway—Extra payment to a firm under “Wage
Escalator’ clause of a contract

Audit Paragraph

3.36. A contract valued at Rs. 420.86 lakhs for fabrication,
supply and erection of steel girders for the rail-cum-road bridge
across river Godavari at RaJahmunrdy was awarded to afirm in
December, 1967 and an agreement executed on 30th March, 1971.
The contract provided that on the basis of approved drawings, the
contrator should by himself assess and procure all raw steel (high
tensile and mild steel), matching steel, rivets and other steel
materials required for the work and ensure delivery of fabricated
stee] work on a joint monthly average rate of not less than 1,006
tonnes 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 finalisa-
tion and handing over of design drawings and complete technical
data by the Railway, approval of the shop woring drawings submi-
tted by the firm and receipt of sufficient quantities of matching
steel and other materials to cover at least two months’ production
to permit uninterrupted fabrication ang placement of wagons or
movement thereof by the Railway. If the completion time was
exceeded due to delays being caused by any of these factors or
under Force Majeure' clause of the agreement, the firm was to be.
allowed extension of time without levy of liquidated damages.
The rates of items involving fabrication steel work and bearings
were also subject to a wage escalator clause provided for in the
contrat agreement. The contract also provided that advance pay-
ments shall be made to be extent of 90 per cent for raw steel, rivets,
billats, nuty and washers, upto a linutoprercmtotmevalue

of the contract.

337. The work oommenced by the contractor in Ap) , 1969, The
firm bad procured 14,300 tonnes of raw sieel by m(ddledf

October, 1989 out of the total quantity of 16,525
the work for which advance . payment fo the ‘3&":‘ of m 146

a

lakhs had alao been made by the Railway. Except for slight ‘Bélays

which arcse in the shsasandwmsomdo\&t tly, the
progress. of fabrication a;td despatch of the a;eég ‘wggm ﬁi ﬂi:t’t*
affected by delay h flon apq’ approval of ""M%

lntheinspecﬁoncf,

fod amidpir o)
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as to affect the progress of work; and no difficulty was expressed
by the firm in regard to the availability of wagons, Hawever, the
firm could not maintain the schedule of delivery of fabricated steel
in accordance with the agreement and 8,500 tonnes due for supply
by the middle of December, 1969 wag supplieq by the end of
August, 1970.

3.38. The Railway Administration admitted! qlaims, under the
wagon ercalator clause, aggregating Rs. 21 lakhs to end of August,
1970 on account of increases in wage structure given effect to from
1st Januay, 1968, 1st July, 1969, 1st December, 1969, 1st January.
1870, 1st March, 1970, 1st April, 1870 and 1st June, 1970, for 38,713
tonnes of fabricated steel despatched upto Augus 1870. This inclu-
ded an amount of Rs, 7.06 lahs 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 effective thereafter ie., from 1st
December, 1968, 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 Administration stated (December, 1972), that
there wag a set back in performance till June, 1970 due to delay in
the receipt of raw steel and matching steel for two months’ pro-
duction; and that they were received in June, 1970 from which
month only the fabrication is reckoned to have commenced. It may
be painted out that the Railway Administration themselves in-
formed the firm in October, 1969 about the extremely unsatisfac-
tory progress in fabrication, even though about 14,500 tonnes of
raw steel had been procured by it as against 16,525 tonnes of steel
required for the work.

[Paragraph 27 of the Report of the Comptroller and Auditor
General of India for the year 1971-72 Union Government
(Railways) ].

341, The Committee enquired how could the delay in procure-
ment of raw materials be a valid reason for allowing wage escala~
tion after the due date of delivery, as the contractor himself was
solely responsible for procurement of all steel in terms of the agree-
ment. The Chairman, Railway Board stated during evidence: “He
takes the vesponsibility, but there is a clause in the contract that
fabrication schedulé shall becomé valid only from the time that he
has got full mmthing steel for the fourth span. This maiching stesl
did not finslly arrive for the fourth span till June, 1870.”
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3.42. Asked whether the difficulty in getting the matching steel
was not envisaged at the time of agreement, the witness stated: “It
is still very difficult to say that. After all, the matching steel was
not available or it took a log time to gear it up. Suppase a parti-
cular section of angle, say 150 x 150 x 16 is required, the steel pro-
ducers try to maximise their production and that is their aim. So,
it depends on the kind of mix of 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 rollable
quantity, they 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 it 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 mandatorily, that it is only when they get the last bit if mat-
ching steel that they get assured of the full supply requirementg of
that steel for that section.”

3.44. The Committee asked why such a clause which had the
effect of rendering other clauses inoperative was allowed to be in-
corporated in the agreement. To this the Chairman, Railway Board
replied: “After all, every body knows that the steel position is not
at all easy. It is not one of those things which you can just buy off
the shelf. If that were so, the efficiency of production and every-
thing else would go up in a totally different way. It is also not open
to us to import and say that if a perticular section 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 us today or six
moths later or a year and a half later, depending upon the build up
of their stocks, the demands from various quarters and so on. We
know that we have the same problem of supply of steel in wagon-
building and in other industries. Naturally, any fabricator, even if
be is fabricating in his workshop, will introduce a safeguar of this
kind. Otherwise, the contract would be nonsense.”

345. Giving reasons why the contractor could not be held res-
ponsible for not adhering to the time schedule, the Railway Board
have in a note stated: “Clause 3 of the Special Conditions of Con-
tract in which it is laid down that the contractor is solaly respon-
sible for the procurement of steel is to be read in conjunction with
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clauses 28 and 30 in which the schedule for the fabrication and sup-
up of the girders is linked with the supply of steel and approval of
drawings. Raw steel required for the fabrication of girders is not
freely available in the market and supplies are made according to
the rolling programme to be determined by the Steel Controller.
The contractors could not therefore be held wholly respnsible for
observing the time schedule even when raw stee] was not made
available to them in time. The Law Officer and the Legal Adviser
of the Railway have confirmed after considering all the conditions
of contract that the wage escalattion is payable to the conttractor
during the extended period cf contract.”

3.46. According to the Audit paragraph, the contractor com-
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 steel 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-
twractor was required to commence fabrication as soon as sufficient
quantities of matching steel and other materials in span sets to cover
at least two months’ production received. This matching 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 of wage escalation for the tonnage fabricated by him before
June, 1970.”

347. The Committee were also informed by Audit that in wagon
contracts extensions are granted subject to a proviso that not with-
standing any stipulation in the contract for increase on account
of material and wages escalation or any other ground, no sun in-
crease which takes place after the original date of delivery in wages
and materials prices shall be admissible on such of the wagons as
are delivered after the said date. Also while actually admitting esca-
lation claims, only increases upto the original date of delivery are
generally accepted. Asked why such a provision was not made in
the orders granting extension of time in this case, the Railway
Board have, in a note, stated: %umwpwvx’;‘t
contract for wagon supply relating to disallowing wages
rials escalation taking place after the original date of delivery. The
cmtrwtonlysﬁp\ﬂnmthnttheeonmctorisaoklyrmdﬂem
procurement of raw materials including steel. In the present case,
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however, the time schedule was governed by clause 28 of the con-
tract and since the contractor was not responsible for delay in fab-
rication and was following the schedule as stipulated in the con-
tract, he was entitled to get the benefit of wage escalation.”

348. A contract for fabrication, supply and erection of steel
girders for the rail-cum-road bridge across river Godavari at Raj-
ahmundry was awarded to a firm in December, 1967 and an agree-
ment . executed -only on 36th March, 1971, after 3 years. Under
clause 3 of the Special Conditions of the agreement the contractor
was solely responsible for procurement of steel and was himself to
take all action needed to ensure expeditious procurement of match-
ing 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 in accordance with the agreement, the contractor
was to supply by the middle of December, 1969, 8390 tonnes of fab-
ricated steel which were supplied only by the end of August, 1970,
Claims amounting to Rs. 7.06 lakhs as wage escalation subsequent
to the perlod of delivery were, however, paid by the Railway. This
payment was sought to be justified before the Committee ag arising
out of another clause in the contract which provided that the “fab-
rication schedule shall become valid only from the time when the
contractor 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 16,525 tonnes required
for the work, the fabrication 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 ren-
dered the stipulated period of completion of work unenforceable.
Such a serious flaw in the agreement could be exploited by unscru-
piiious contractors to the detriment of the interest of Government.
The Committec would, therefore, Hke a thorough investigation to
be made with a view to ascertaining how and when such a clause
was inserted in the agreement 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 to
the Committee S :

~ 349, . Suitable instructions should also be issued to obviate re-
eurrence of such mistakes in fature. The Committee would also
like {0 -know whether legal opinion was aftained before entering
into such 3 contrpet.”
. The Committee find it difficult to understand how ments
e i o ; ‘ which
are execuied long after the commencement of the work
appears to be common_on Railways, It is 'fhis kisid of Practices that
lead to malpracticss. It is therefore desirable fhat the Raffways
should shun such practices. ' R



CHAPTER IV
EXPENDITURE ON STAFF

North Eastern, Northeast Frontier and Western Railways—Avoid-
able expenditure due to nen-compliance with the provisions of the
Industrial Disputes Act, 1847

Audit Paragraph

4.1. According to the provisions of the Industrial Disputes 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 writing indicating the reasons for
retrenchment and the period of notice has expired, or he has 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, 4.82
lakhs due to non-compliance 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 termi-
nated with effect from 15th August, 1966 and 15th February, 1967
due to reduction in the volume of work. Notices of termination
served on them did not.contain the, reasons for retrenchment nor
was.any retrenchment compengation paid to them. The retrench-
ed staff filed writ petitionsispecial appeals in the. Lucknow Bench
of Allahabad High Court. The High Court, in their judgements of
14th January, 1870 end 14th Apeil, 1970, held the retrenchment of
9 Mechanical Sigmsl Masintainers as invalid due to non-compliance
with the:provisions of the Industrial Disputes Aet, 1947. The Rail-
way Administration bad, therefore, to pay @ sum of Rs. 82 thousand
as arrears of pay and allownnees and retrenchment compensation to
these employees, in satisfaction of the Court judgme’?t‘.

_ 44. The Railway Agministration srated (October, 1972). that the
fact regarding applicability of the Industrial Disputes Act to Rail-
way-staff- became kmewn to them only, after the. Court deliver its

73
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judgement on 14th January, 1970. It is, however, pointed out that
a new sub-para to Rule 149 of the Indian Railway Establishment
Code, introduced on 6th August, 1962, enjoined that if the Railway
servant or Apprentice was one to whom the provisions 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 Railway

-4.5. On completion of the construction work at New Jalpal-
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 of temporary railway servants in accordance with the extent
rules, were retrenched in January-February, 1968, Of the temporary
staff so retrenched, 73 filed writ petitions in the High Court at Patpa
on the grounds that the Administration in retrenching 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 first 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 allow-
ances. The retrenched labourers were therefore, reinstated and re-
trenched properly with effect from 26th August, 1969, entailing
avoidable payment of Rs. 2.22 lakhs towards wages for the inter-
vening period.

4.6. The Railway Board stated (December, 1971) that the re-
cruitment of casual labour was made by the Permanent Way Ins-
pectors and the decision to discharge them at the time of comple-
tion of the work was taken by the Assistant or District Officers who
mmmnymnmtwiththemwuumw:h-
timandtheydidnothavethebemﬁto{tdviceatmymel
officer conversant with Labour Legislation. It may be pointed out

December, 1960, clarifying various points connected with the re-
trenchment benefits to casual labour on Railways under the provi-
sions of the Industrial Disputes Act, 1047,

Western Railway P

47. The services of 51 employees, to whom the provisions '
mwmmmm7mmwmum%
nated on different dates between August, 1908 and April, 1968 &
1o reduction in the construction activities. Some of them wer®
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subsequently reabsorbed with a gap in service. The payment of
retrenchment compensation to these employees could not, however,
be arranged by the Railway Administration before the expiry of
the second working day from the date on which the employment
was terminated. The Assistant Labour Commissioner, to whom the
matter 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 would 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 for 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 of the Industrial Disputes Act, 1947.

48. 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
Railway and deployment of staff in varying strength by moving
them from one work to another, depending on the need, virtually
made it impossible to resort to termination of services of workmen,
not required at one place, by following the Statutory provisions.

{Paragraph 36 of the Report of the Comptroller and Auditor General
of India, for the year 1971-72—Union Government (Railways)].

49. It is seen that a new sub-para to Rule 149 of the Indian Rail-
way Establishment Code Vol. 1 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 the Act, The Committee enquired whether in view
of this Rule the North Eastern Railway Administration obtained
legal advice or sought clarification 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 Administration did not take any initiative in re-examin-
ing the matter in consultation with the Law Officer.”

lear instrue-
4.10, Asked why could not the Railway Beard issue ¢ ' e
Pons about the applicability of the Industrial Disputes Act to Rail-

ay servants, the Railway Board stated “Ag regards the question of
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issue of clegr instructions it is stated that sub-pera € amw
MWWWMVO&IWM&MW!

“Notwithstandlng anything contained in clguses (1), (2). 853
" (4) of this rule, if the Railway servant or apprentice is
*one to whom the provisions of the Industrial Disputes Act,
1947 applies, he shall be entitled to notice or wage in lieu
thereof in accordance with the provisions of that A;:t"

i

Whethnr ﬁm provisions of the Industrial Disputes Act are applicable
to a particular category of Railway servant has to be considered in
accordance with the provisions of the Aet itself. The LD. Act is
applicable to all workmen. Under Section 2(s) of the Act ‘Work-
man' has been defined as under:

“Workman’ means any person (including an apprentice) em.
ployed in any industry to do any skilled or unskilled
manual, supervisory, technicsl or clerical work for hire or
reward 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 who has been dismissed, discharged or retren-
ched in connection with or as a consequence of, that dis-
pute, or whose dismissal, discharge or retrenchment has
led to that dispute, but does not include any such person—

(i) who is subject to the Army Act, 1850, or the Air Force
Act, 1950, or the Navy (Discipline) Act, 1934; or

(ii) who is employed in the police service or gs an officer or
other employee of a person; or

(iii) who is employed mainly in a managerial or administra«-
tive upodty. '

(tv) who being employed in a supervisory capacity draws
wages exceeding five hundred rupees per mensem or
exercise, either by the nature of the duties attached to
the office or by reason of the powers vested in him func-
tions mainly of a managerial nature’.

Ag no railway raised any doubt about the scope of the interpre-
tation of the rule, no further instructions were issued.”

411. The Committee asked what were the difficulties of the var-
iops Railway Administrations in following the statutory provisions
of the Industrial Disputes Act and what steps had been taken to

:?olve such dificulties. In a note, the Rallway Bo&rd have explain-
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HM&M eoxplained. ;. due 1o, mimpprehension of the Jeghl
b i ponition tha MLE. Railway :did net take anmiaiﬁaﬁw in. o,
iy mminingﬂxa mﬁet;immﬂltuﬁm + their  Law

(n:tmorﬂuau Frontisr w Y

Nthuh stho May Administration paid. the mtnmchment
compensation to the cesual labowr, this payment wasofiered
after the. retremehmant. was effected instead of making
wmmtatthoﬁmeotm.nchmemamvidedmin

Act. .

(1) Wm Railway,

Ductonhomsc of staff and the necassity tomnpm offices
to deal with the work-charged establishment in the Con-
structicn Department there was some- difficulty in follow-
ing the statutory provisions strictly. This was the position
prior-to 1968. There is, however, no diffeulty in following
the statutory prowisions now.

Following the veports of cases of non-compliance of the pro-
visions of Industrial Disputes Act in respeet of casual
labour and work-charged establishment of the three rail-

. ways, the Railway Board have issued detailed instructions
to all theﬁmlwaysin.hnuary 1972 and Mazch, 1973 res-
. pectively.”

432 The Audit paragraph states M&beﬁdesﬂse stemployds
whose services were terminated by the Western Railway, some more
cases were being examined by the Railwey Administration to see if
they also attract the relevant provisions of the Industrial Disputes
Act, 1847, In a note on the subject, the Railway Board have inti-
mated: “The Western Railway Administration reviewed 49 cases
other than those of 56 employees retrenched upto April, 1968. The
position in regard to these cases along with financial implication is
given below:

Position No. of Finsancial implicstion
i CaNcs
1. Finalised . ) Rs. 87,300/~
2. Qustanding . () 17 Re. 1,05,000/-

W 12 %mtmuunotbewodedminmem
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4.13. The Committee note that North Eastern, North Bust Frontier
ang Western Railway Administrations had to incur aveidable expen-
diture of the order of Rs. 432 lakhs due to non-compliance with the
provisions of the Industrial Dispute Act, 1947, A study of there
cases referred to in the Audit paragraph indicates that the Admini-
strations concerned had no clear understanding of the legal position.
In this connection it is strange that the faet regarding applicability
of the Industrial Dispute Act to Railway staff became known to the
North Eastern Railway only after 14th January, 1978, following s
court judgement on writs taken out by affected employees, Further,
although the Railway Board had issued instructiong in December,
1959 clarifying various points connected with the retrenchment bene-
fits to casual labour on Railways under the provisions of the Indus-
trial Dispute Act, the Northeast Frontier Railway authorities con-
cernod were blissfully ignorant of the position and the poor retren-
ched workers had to seek expensive legal remedy which they could
ill afford to. All this demonstrates that the authorities concerned
were utterly careless and regardless of the welfare of subordinates.
As particularly the daily wage earners must have been put to con-
siderable 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 found responsible.

4.14. The Committee would also like the Railway Board to find
out if there have been similar cases of non-compliance with the
provisions of the Act on other Railways and take suitable action
under intimation to them. The Railway Board should also isshe
clear and comprehensive instructions on the applicability of the In-
dustrial Disputes Act to railway employees for the guidance of the
lower formations witheut any delay.



- CHAPTER V
LOSS OF CASH

Chittaranjan Locomotive Werks and South Esstern lmiw-y Loss

Audit Paragraph
(1) Chittaranjan Locomotive Works

5.1, On 7th January, 1971 at about 11.30 AM., the sub-cashier
of Chittaranjan Locomotive Works, presented two cheques, drawn
by Chittaranjan Locomotive Works, for a total sum of Rs, 18,51,900.45
and 7 cheques for a total sum of Rs. 36,604.97, drawn by Chittaranjan
Locomotive Works Co-operative Credit Society Ltd. at the State
Bank of India, Chittaranjan, for enchashment. The sub-cashier also
carried with him remittance vouchers for a sum of Rs 2,14502 for
deposit in the accounts of Chittaranjan Locomotive Works and for
Rs. 2,241.14 for deposit in the account of Chittaranjan Locomotive
Works Co-operative 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-
cashier of the Chittaranjan Locomotive Works, who was inside the
Cash Department enclosure with his boxes, was asked to count the
cash and take delivery, Accordingly, the Sub-Cashier of the Chit-
taranjan Locomotive Works, packed Rs. 13,04,000 in one box, Rs.
3,60,000 in the second box and locked them as and when the boxing
was over. When he had placed Xs. 2,07,000 in the third box and was
in the process of counting the balance money, five or six youngmen
suddenly appeared in the Bank armed with rifles and revolvers and
exploded 10/12 bombs inside the Bank and Cash Department enclo-
sure, causing severe injuries to a Railway Police guard. They remov-
ed all the loaded cash boxes of the Railways ami decamped with the
money.,

5.2. When the State Bank of Indis, Chittaranjan Locomotive
Works, was requested to make available further cash, they informed
that the Bank was 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 Works Adminj-
stration had to present a fresh cheque for Rs. 18,85,000,

™
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5.3. The question whether the loss involved in the dtco:lty would
be that of Chittaranjan Locomotive Works Administration or - the
State Bank of India has not yet (December, 1972) been settled. The
Ministry of Railways in commitasitm with the Ministry of Law ad-
vised (July, 1972) the General Manager. Chittaranjan Locomotive
Works to discusg the matter personally with the Managing Director,
State Bark uf :Indin 'Bombayise that the question iof- sntiling . the
dispute by negotiation or arbitsatien could be considered.

(i) South Eastern Railway

5.4. On 10th November, 1971 between 00.40 and ©00.50 hours, when
& caghier of Southngsmmumy was {ravelling by passepger train
between Pundag and Kotshila stations of Adra Division with cash
in his cash box for payment of regular salary bills, five unknown
miscreants attached him and decamped with a sum of Rs. 2,92,850.72.
They also. took away. two rifles and 40 rounds of ammunition from
the Railway Protection Force Rakshaks escorting the cashier. The
cashier, arrested by the police, was released on bail under the orders
of the Court dated 1st March, 1972, The case is still under investi-

gation by the Police.

.[Paragraph 39 of the Report of the Comptroller and Auditor General
of India for the year 1971-72—Union Government (Railways)]

55. During evidence the Committee enquired about the present
position of settlement of the liability for the loss between the CLW
"and the State Bank of India. In this ¢onnection the Financial Com-
miscloner for Railways stated: “We tried at various levels. First, we
tried to discuss with the State Bank of India who said that they
cannot even entertain any disoussion and they said that it was a
legal matter and so, if we desired, we could go to the court of law.
We then issued a legal notice through our solicitor to which the State
Banhk's solicitors replied denying and disowning any lisbility. Then
we took up the matter with the Reserve Basnk of India who also said
that this was 2 matter between the Bank and its elients and they
could not interfere. Then I took up the matter with the Becretary,
Department of Banking. - He also said thet he could not interfere.

Now, we have got a legal advice. In fact we got it from the late
ShﬂSubﬁml‘Roy learned Counsel of Calcutta who, afterwards
became 2 judge of the Supremé Court. He gave the opinion that we
hnvegotammgcuemdﬂutweeouldﬂgmnmt The matter
nmmmuwcommm.tmmm ‘We have got time
till 6-£-1974 to file & suit. Personally 1 feel that it would be useless
for the two ‘Govértment institutions to go on fighting in the courts.
There were instructions from Gquernment that whenavar two public
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sector corporations failed to come to an. agresment, they should not
fight in the.court. Rither they should try to use the good offices of
the Ministry of Law, Indact, the Ministry of Lew has also refused
to arbitrate in this case because they have not been spproached by
the State Bank, We obfained legal opinion from our Legal Adviser
in the Ministry of Law who felt that we would have to file a suit. He
felt that we had got a very strong case. I think that filing a suit
and connected legal proceedings would cost Rs. 30,000 to 40,000. A
deciston at the highest level will be taken before we pursue this
matter.”

5.6. Asked whether the Railway Board had written to State Bank
to find out if they had got an insurance cover against the thefts etc.,
the witness replied: “We have reported to the highest authorities. ..
we wrote to them agking for a discussion also. We sent a lawyer’s
notice...The State Bank has refused to discuss any aspect of this
case. They say that they will talk only through their solicitors...
They took the attitude that it was a matter of legal dispute and they
declined all liabilly.”

5.7. The following extracts from the reply sent by the Secretary,
Banking .Department to the Financial Commissioner for Railways
who had suggested arbitration in the case, are pertinent:

“I find that even before your letter wag received the matter
had already been raised by the Railway Board and con-
sidered in this Department. In so far as the loss of Rs
1852 lakhs from the premises of the Chittaranjan Loco-
motive Branch of the State Bank of India is concerned, the
State Bink of India has reported that the entire amount
had been paid by it and the same was in the possession of
the CLW cashier when the loss oc¢curred and, as such,
there can be no question of the bank being liable for the
loss. T also learn that the legal position of this has already
been fully explained in detsil by the State Bank of India
to the CLW in the exchange of solicitor's communication.
In both these cases you will appreciate the question being
one of facts, there is lttle or no scope for arbitration,

We have also examined these cases in the light of an OM. cir-
culated by the Cabinet Secretariat on 25th August 1970,
embodying the decisions taken by the Commitiee of Sec-
retaries, at its meeting held on 27-7-1070. As you are well
lmtberohﬁmahiphetwmabmhrndhkeusmr
is regulated by statutes and, as such any dispute arising
ous of a transaction between & banker and his customer
is to be decided in accordance with the provisions of the
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relvant statute and not through arbitration, Vide para 2 (1i)
of the O.M. of 25-8-70 of the Cabinet Secretariat, thq cases
under discussion come under the categoty exempted from
arbitration.” :

3.8. Subsequentily in a note furnished at the instance of the Com-
mittee, the Railway Board have stated:

“Efforts to settle the dispute amicably through negotiations
with the State Bank of India did not frctify. The Reserve
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 dis-
pute is between a bank and its clients. It has accordingly
been decided that C.L.W. Administration should file a suit
against the State Bank of India for recovery of this
amount. Further action in the matter is being taken by
CL.W. Administration.”

5.9. Giving details of the security arrangements made by the
Railways in regard to transportation of cash etc., the Financial Com-
missioner for Railways informed the Committee during evidence:
“So far as the transport of cash is concerned, along with the cashier
there is an escort of S.I. 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 could make a quick get away. When anything happens the
gates of the perimeter 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 ag to ensure adequate pro-
tection. We have tried to persuade the nationalised banks to open
offices in the railway station itself so that we can transfer our cash
to the Banks as far as possible. We have now got about 128 stations
which are now transferring the cash to banks immediately instead
of sending the same physically through cash boxes. We want to
expand this process. We have been having discussions with the
Reserve Bank and other nationalised banks and we want them to
open branch offices in all the important stations in India. They are
now considering opening of their offices in 76 stations. Our idea is
that once the banks are opened, we can also accept cheques from
our customers so that the handling of large amounts of each should
be minimised 1o a great extent, All these matters are being consider-
od.” 3
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5.10. The witness added: “We had also thought of staggering
the distribution of the salaries shop by shop—first day in one sec-
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 are
trying to persuade more and more of the staff and officers 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 to take out insurance
policies against thefts and dacoities, the witness stated: “We have
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 case
will only mean that the Railway will have to pay extra amount to
the General Insurance Corporation 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 premia
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 South-eastern Railways that the an-
nual premium for the cash handled would be of the order of Rs, 7.2
lakhs, If all the railways are put together, the total premium will
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 R 35
lakhs every year, we would have paid premia of over Rs. 2.5 crores
This is six times the actual loss suffered by the Railways.”

5.12. In a writen note, the Railway Board have intimated:
“Two insurance policies were taken in 1963 to cover the risk of
‘Cash'in transit’ and ‘cash-in-safe’ for CL.W. Cash Office located
in a private building at Calcutta. The same are still in operation.
This apart, the possibility of securing combined insurance cover for
cash in transit of the railways in the eastern region ie., Eastern,
S.E., N.E. and N.F. Railways through a single policy was taken
up for examination in 1968. The remarks received from these rail-
ways have generally indicated that the amount of premium pay-
able for such insurance would be far in excess of the expected
savings. So far as cash in the Cash Offices located in Railway
premises ig concerned, sufficient security arrangements exist; ade-
quate security arrangements are also in force to guard the cash
in the custody of railway cashiers during transit.”
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5.13, In regard to the other case referred to in the Audit Pars.
g;.z:h regarding loss of cash on South Eastern Railway, the Railway
d have intimated that the police investigation has been complet-

ed and their final report was awaited,

5.14. Asked about the measures proposed to be'tilten to mininﬂse
losses of this kind, the Railway Board have in a nob& stated:

“Adequate security arrangements always exmt to guard against
thefts and robberies. However, inspite of best efforts, it
~may not always be possible to avert armed dacoities total-
ly.Among the measures taken for minimising the losses
of this nature are:—

(i) Steus to reduce handling of cash to the extent possible
such as, extension of the arrangements for payment of
staff salaries through cheques, utilisation of station earn-
ings for the purpose of staff payments remittance of
daily earnings directly from stations to the banks in-
stead of routing through various stages for collection,
shroffing etc.;

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

(iii) Checking of compartments reserved for cashiers and
cash guards by the ticket checking staff in order to see
whether there is any outisider travelling in the reserved

compartment; and
(iv) Instructions to the effect that Armed Wing supervisory
_ staff should check the cash guards while they are on
_ payment to tours in order to see that they are alert and
are discharging their duties properly.” ,

5.15. The Committee are distressed to learn that even after the
lapse of about 3 years it has not been possible for the Chitiaranjan
Locomotive Works Administration and the State Bank of Ildl;

mqqﬂmenthugudmthelhuutymmmofw
Rs. 18 lakhs arising of the armed dacoity in the premises

State Bank of India, Chittaranjan. The Committee were
informed that the Railway Administration tried fo megotlate with
the State . Bank of India b but their eflorts did not fructify, The
Resegye Bank of India alse refused to intervene and the Ministry
of Finance when approached by the Railway Board for arbitration
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in the matter advised the Intter that there was no scope for arbitra-
tion ag the dispute was between a bank and its client. As at pre-
sent the € L W Administzatisn /hawe been advised by the Railway
Board to file a suit against the State Bank of India. The Committee
regret to say that the suthorities in State Bank of India, Reserve
Bank of T8ty nd' Mihiktty of Finshce took too techsiénl o view
of the matter without making any serious efforts for resofving the
dispute amicably. As a result not only the dispute has not yet been
seitled 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 Bank might have forfeited their right to recover
the loss from the insurers as presumably all the cash transactions of
the Bank are insured. The Committee desire that the whole mat-
ter should be reviewed at a high level and the result intimated to
them within three menths, ..

516. The Commitiee are astonished at the manneér in which the
various organisations bebaved. An issue like this mwst have boen
settled by referring it to seme one at a high level, say in the Mids-
try of ¥Finance. It is unseemly to allow the orgunisations in the
Public Sector to go to court of law Government should examine
the matter for laying down general instructions forthwith.

517. The Committee incidentally learn that during the last
seven years the Railwavs have lost about Rs. 40 lakhs through
thefts and robberies. This is undoubtedly a huge loss and the Com.-
mitier foel that more stringent security measures need be taken by
the Railway Administration to minimise losses on this sccount.
The method of handling and transporting cash should be further
improved. Besides persuading the nationalised banks for epening
of more branches in the station buildings, the Railway Board may
consider making all payments of salaries etc., of Rs. 500 and ab
only by cheques. They should also reconsider the insure cish in
transit, .

1518. The Committee would like to be apprised of the final cut-
come of the police investigation of the case regarding loss cash
of Rs. 293 lakhs on Sounth Eastern Railway referred to in th

L,

Audit paragraph.



CHAPTER VI
PURCHASE OF COAL

Supply of inferior quality of coal to the Railways
Audit Paragraph:

6.1. In paragraph 41 of the Audit Report, Railways, 1084, a
mention was made that the Railways had been complaining in some
cases that the coal actually received from collieries contained about
15 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 Organisa.-
tion in the coal fields since 1981 under the Chief Mining Adviser to
the Railway Board, and the stipulation in the contracts that only
steamcoal with no shales and with slack and Just not exceeding 8
per cent would be acceptable. The Ministry of Railways (Railway
Board) informed the Public Accounts Committee in November,
1965 that steps had been taken by the Chief Mining Adviser (Rail-
way Board) to tighten up inspection in the collierise loading coal
below specification and it was anticipated that within next few
months the posts 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-
taining shale, slack and dust beyond the permissible limits, how-
ever, continued to be made by the Railways...In some cases slack
and dust were reported to be as high as 75 per cent to 100 per cent
and shales between 40 per cent to 45 per cent of the total contents
of wagons tested by the consignee Railway. Joint Inspections con-
ducted by the representatives of the Railway Inspection Organisation
and the consignee Railways indicated that complaints were genuine
to the extent mentioned below:—

1968-69  1969-70  1970-71

No. of wagons joindy inspected on complain-
@ lm% . m . . 678 548 419

ts of the
5) No. of wagons contents of which were found
® below specificstion . . . . . 187 168 218

() Percentage of (B) to (a) . . . . 23 30 s

63. Results of sample grade tests conducted by the Zonal Rail
ways (which normally cover 2 per cent of the coal wagons received)
are indicated in Appendix II. The estimated loss due to supply



8

of coal below specification in wagons tested by Railways (except-
ing Western Railway) during the years 1969-70, 1970-71 and 1971-
72 worked out to Rs. 20.57 lakhs.

8.4. Although there had been progressive rise in the supply of
inferior quality of coal to the Railways, neither the percentage pre-
scribed for visual inspection of the coal wagons nor of the samples
to be drawn from the wagons by the staff of the Railway Inspection
Organisation was increased. Even the posts sanctioned for the or.
ganisation were not filled up (November, 1972) 4s indicated eblow:—

Sanctioned Actual

_ nrength  strength

Chief Inspecting Officer 1 Vacant

Senior Inspecting Officers . 4 4
Junior Inspecting Officers . . . . . 10 6
Zonal Inspectors . . . . . . . 6 4
Sampling Supervisors . . . . . . 92 33
Loading Supervisors . . . . . . . . 100 $9
Sampling Khalasis, . . . . . . . 184 36

-~

6.5. The Ministry of Railways (Railway Board) stated (Novem-
ber, 1872) that during the years 1971 and 1972 the complaints of in-
ferior quality of coal markedly increased due to low and order
situation particularly in Bengal-Bihar area; that during the period
from 1968 to 1971, penalties aggregating Rs. 9.56 lakhs were im.
posed on the basis of visual inspection by the Inspection Organisa-
tion and Rs, 3.72 lakhs based on grade check by drawing samples,
It may, however, be mentioned that only 63 to 68 cent of the
coal wagons loaded during the period were cove by the visual
inspection. As regards grade check, the samples drawn had not
been upto the prescribed limit of 16 per cent as it ig stated that the
Centra] Fuel Research Institute had agreed to analyse only 250
samples per month free of cost.

[Paragraph 49 of the Report of the Comptroller and Auditor
General of India for the year 1871-72—Union Government
(Railways)]

6.6 Explaining the procedure for inspection of coal fallowed by
the Railways, a representative of the Railway Board stated during
evidence: “We took over coal! inspection in 1962. We inspect coal at
the loading point at the collieries. Our stipulation is that 50 per
cent of the wagons every month at each colliery will be inspected.
visually by our inspection steff. For 15 days in a month our Inspec-
tor goes 1o carry out a visual inspection of the coal as loaded in the
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pennlise: or reject,

. We are supposed to take 5 per cent aamples of the coal and send
the same to Dhanbad Coal Institute for proper analysis fo chock the
moisme 4nd ash content. Here again if it is found that the sarple
is infefior to what it is supposed to be then we levy penalty on the

colliery.

At'the receiving end i.e. at the Loco Shed we have no arrange.
ment with the colliery. We are planning ta have it with the coal
mines having been nationalised.

What are the Railways required to do—when the consumer
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 from .
our list of suppliers or we reduce the offtake from the colliery. We
do not penalise in terms of money. No fines are imposed since the
colliery respresentative is not here. About 2 per cent wagons ins-
pected means wagons selected at random.

There was a stage when the coal mines owners were keen to
supply coal to Railwdys because we were very big consumers. If
we deleted a colliery it was a heavy punishment for the colliery or
if:thve offtake was reduced, that also served as deterrent punishment.
Thssitwation has now changed because the coal mines belong to
Government. The other factor is that there is such a shortage of
coal that we.cannot pick and choose now. We have {o pick whatever
is syuilable. Even yesterday we have cancelled passenger trains in
this North Eastern Railway because of shortage of coal and on many
Railways my coal stock is for 15 days whereas I should have 10 days
stock at my sheds to be sure that the passenger trains run every day.

. Talking of the latest position, the point is that we have been
carrying out inspection at the pit heads to the extent of 63 to 68 per
cent against a target of 50 per cent. Those are our figures and we
have been penalising on an increasing scale. The position ‘became
bad 1971-72. The quality of coal offered by these collieries
deteriorated. 1 will give you the figures of four years only. Reduc-
tion in payments which were ordered as a resuilt of visual inspection
in 1968-80 was Ra. 2,06000; 1960-70 Rs. 2,67.000, 1970-71 Ra. 4,73.000.
becstise the quality of coal went down we rejected it. In 1971-72 it
,unmooo That i on visual inspection. I

oamuuumpluunmbadwmmwaemw
in 196549 were Ra. 23,000; they went up to Rs. 96.000 in 1969-70:
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s, 102000 i 1970-71; Re. 1,04000 in 187173, Therefore, the inipeti
tion st the pit head whers loadings were there, pensities haves beett
raised because the quality of coal that we have been getting Was nok
as satiafactory as it used to be Sofar as the receiving end is oon~

cerned, we have deleted every year a number of collieries and I
will give you the figures also. .

1960-70 we reduced off-take from 11 to 2 collieries
1969-70 we reduced off-take from 11 to 2 collieries

1670-71 we reduced off-take from 16 and deleted 10 collieries

1971-72 we reduced off-take from 22 collieries and deéleted 3
collieries. '

We did not levy any penalty as fine on these collieries.

The system of inspection that we have is fairly satisfactory. The
ouly thing is that we have not been able to carry the test in full.
We have laid down on our own that 5 per cent of fhe wagons
samples ghould be taken for a full test. We have not been able to
do it because when the Dhanbad Institute was set up we had made
arrangement that they will test 250 samples per month for us, They
said for all times we shall do 250 samples free for you. But that
makes only 1.8 or 1.9 per cent. To go to 5 per cent we have to take
900 samples per month. We should have done that earlier. But the
problem was that the Dhanbad Institute wanted a long term arrange-
ment. They wanted 10 years programme fram us, before they could
expand infrastructure. Thé other choice for us what that we set
up our own refineries. We have been debating that point far some
time, but we find that the offtake is going to be reduced for the
Railways in the years to come and there will be no point in our
seiting up that. That lacunae was there and will also be eliminated
in the near future. The main problem that the railways have been
facing is about the quality. What we want is selected A and select-
ed B; we have been receiving less and less as compared to our
requirements. We have been receiving in Grade I and Grade IL

To that extent, we have suffered, but we have not paid more then
what we get.”

‘

6.7. The Committee were informed that the Railways were
annually using about 14 million tonnes of coal. Its total cast includ-
ing sales tax comes to about Rs. 60 crores. As at present only 2 per
cent of the coal was subjected to sample grade test by the Zonal
Railways. The Committee asked whether. in view of the fact that
only through grade test the correct quality of coal could be deter-
mined, the percentage of samples to be drawn for grade check should
hot be increased. In a note on the subject the Railway Board have
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stated: “It is true that when the source of supply cannot be idénti-
fied, the correct quality of coal can be determined only by grade
test. Results of percentage tests can be adjusted on a statistical
basis by sample analysis methodology. It is thus not necessary or
desirable to have hundred percent check. At best such tests should
be at a scale which can be handled effectively and the infra-struc-
ture required should not become massive,

Under the extant Mining regulations, coal cannot 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 of 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 before loading, the supplies normally conform to the
grade allotted to the seam by the Coal Board. Thus, the first step
in ensuring supply of correct grade of coal (i.e. quality) is to see
that coal supplied to Railways is from the appropriate graded section
of the seam and to ensure that picksble shale bands are eliminated,
Besides drawing samples for grade check, the Railway Inspection
Organigation is also concentrating on the above aspect to ensure
supply of proper quality of coal.

However, action has already been initiated to procure mobile
trucks equipped with mechanical sampling apparatus for drawing
more samples. Arrangements are in hand with the Central Fuel
Research Institute for analysing an increased number of samples in
addition to the 250 samples per month which the Institute is already
effecting for the Railways at present.”

6.3. In reply to anather question as to why the visual inspection
did not cover the entire coal loading for the Railways, the Railway
Board have stated: —

“The Railway Inspection Organisation had been set up to under-
take percentage checks at loading points of collieries and visual
inspection was to caver only 50 per cent of the supplies. About 65
per cent of the supplies are now covered by visual inspection,

Proposals are under consideration to further strengthen the
inspection at collieries. The Department of Mines is also consider-
ing to set up a technical service Unit for quality control in the
nationalised coal mines.”

69. The Committee desired to know the position in regard to
supply of quality coal to Railways after nationalisation of collferies.
In a note, the Railway Board have stated.
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Thore hag:been & m@hddﬂeriomtion By e quﬂh‘y of coal
wmﬂ.ied to! the Rafiwaysisftd netictralisstions as will be' sdeht: from
the comperative peeition ifididated dn the Appendix TII. Drtiting the
seven month period, February:toé August, 1973, ufter nationhlisation,
the percentage of: wagons jound with inferior coal onvisual imspec-
tion was 5.7 as againat only 5 per cent for the corresponding périod
in 1872-befewe .mationaligation ior- there was 128 per cemt indrease fitr
Anferior; supplies. . The:sampling results indicate' that ‘the ‘percetitage
of below grade supplies had gone up to 6.9 after mationalisation (for
the period February io Maseh,-1973) as compared to 26.4 pér cent for
the corresponding period in 1872 before n’zl}longhsatxon

Proposals are under considerafion for strengthening the inspec-
tion at collieti¢s by'stepping up the annual inspection from the
present level of about . Action has already béen initiated to
increase a number. of . samples for grade checks with the help of
mobile trucks equipped with mechanical spparatus and getting the
same analysed by the Central Fuel Research Imstitute in addition
to the 250 samples per month already being handled at present. The
Department of Mines are also considering to set up a techmical ser-
vice unit te. control the guality of coal supplied by the nationalised
mines.”

6.10. The Committee are disappointed to learn that the Rattways
who are annually usipng about 14 million tennes of ceal worth about
Rs. 60 creres do nmot have a satisfactory inspection machimery to
ensure that they get the quality of coal for which they pay, Under
the existing coal iuspection precedure the staff of the Railway
Inspecting Organisation makes a visual inspection of 50 to 63 per
cent of the total coal wagons loaded at the collieries to ensure that
the percentage of shale, slack and dust is uplo the stceptable Emit.
Although samnle fream § per cent of the loaded wagons are
required 1b be tested st Dhanbed Coal Institute for preper analysis
to check the molstive mnd ash content, only 1.8 per cent is tested
because of the imited arrangement made by the Railways with the
Institute. At the receiving end the coasignee Rallways are required
to inspeet a meagre 2 pe¥ ceat of the wagoms and report about the
quality of eosl. That the ekisting machinéty of coal imspection has
proved totilly ineffoctive ‘the nature and quamtum of inspection are
such that':thp 4- ﬁ.:.-_bnothh'bltnonw-l»wﬂlbomply
borne out by the fellowiig: ‘

‘IT. m*mawmmwofmwnﬂym-

iﬁ ¥ Inipection Orgunisation siid the consignee

Mtﬁm&n’&udmm%ﬁemﬁma
653 LS—7,
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as high as 23 per cent of the wagons were found to be below speci-
fication. This percentage rose upto 30 per:cent jin 190970 and seili
fugther upto 50 per cent in 1870-71. Moreover,/the resifts of sample
grade tests conducted by the Zonal Railways revealed that: ‘daring
1971-32 {ho percentage of wagons found sub-grade was as high as
100 per cont on Eastern and Northeast Frontier Rallways, On other
Railways the percentages 0. wagons found sub-grade ranged bet-
Qeen 318 on Southern Railway to 6439 on Western Railway.
Similarly the percentage of coal wagons containing shale, slack and
dust beyend the permissible limits ‘was as high as 168 per cent on
Ceniral, Northern and North-east Frontiee Railways.”©

6.12. 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 1871-72 worked out to Rs. 20,57 lakhs. 'l‘his
does pot presumably include damages done to the boilers.. It 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. 343
creres annually besides increase in cost of operatien, the benefit of
which ,went to private collery owners. As against this staggering
figure, the reduction in payment ordered as a result of visual inspec-
tions and penalties imposed on testing of samples aggregated only
Rs. 3.95 lakhs in 1969-70, Rs. 5.75 lakhg in 1970-71 and Rs. 7.69 lakhs
in 1871-72. The Conimittee were informed that no recdvery could
be made’ of the loss actually sustained by the Railways as the
‘representatives of the collieries were not associated with the inspec-
tiom éf 2 per cemt of wagons on receipt. The authorities concerned
have thus clearly failed to safeguard the interests of thd Railways
yur nfter year,

6.13. It is deplorable that even after nationalisation of coal mines
the position far from improving has deteriorated. During the seven
month period, February to August 1873, after nationalisation the
percentage of wagons found to contain imferior coal on visual ins-
pection was 5.7 us against only 25 per cent for the corresponding
'potiod in 1972 before nationalisation. Thus there hag been a 128
per. cemt increase in inferior supplies. The Commitiee understand
that the Department of Mines are considering to set up a mechanical
serivee unit Lo control the guality of coal supplied by the national-
ised mises. The matter should he gone into by a high powered
Committee drawn from other spheres of Gevernment

634 of suppl infarigr s of cop} to Rail-
ways m% '::enﬁfn of the W‘m‘uﬂ m:&w were
then (November, 1945) assurod that steps had been to tighten
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wp inspection. and that the Inspection Organisation would be suit-
ably manned. However, it is regrettable that the inspection conti-
nug to be absolutely inadequate and inefficient as the supply of
inferior gardes of coal has increased from year to year. Further,
even the posts sanctioned #ot the limpection Organisation were not
filled up. :

6.15. The pbpve paragraphs reveal pn astonishing state of affairs.
1t is difficilt o bélieve that the Railway Board could have been so
unmindful of its duties as to allow supplies of coal to a number
railways continuing for years to be subgrade or to contain shale,
slack and dust beyend 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 ineficient functioning of engines. It
is evident that inspection machinery has functioned extremely in-
competently. The Committee desire that the entire question should
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 prac-
tices. In this comnection the Committee would suggest that the
entire inspecfion machinery should be revamped and that fresh
procedure devised which would ensure that coal of right quality is
accepted.



CHAPTER VA
OTHER TOPICS
Ouistanding Mﬂngﬁinst Non-Government Railways,
Audit Paragraph.

' 7.1 The rlles provide for monthly allocation of traffic receipts
among various Railways and consequent adjustment as early as
Pusgsible of through traffic transactions between creditor and debtor
lways. In addition to net debits or credits arising out of such
affic transactions, the Non-Government Railways are oflled for
shares of maintenance charges of stations, joint transhipment etc.,
by the appropriate Government Railways and these Non-Govern-

ment Railways are expected to settle these monthly transactions
with least possible delay.

7.2. A review of these transactions with the six Non-Government
Railways showed that the total outstandings on this account, as
on 31st March, 1972 stood at Rs. 49.99 lakhs of which Rs. 11.52 lakhs
related to periods over three years and Rs. 33.46 lakhs were for
periods over one year and upio three years.

7.3. Of these six Railways, three haw ince closed down, viz,
Shahdara-Saharanpur Light Railway, witl. effect from lst Septem-
ber 1970 and Howrah-Amta and Howrah-Sheakhla Light Railways
with effect from 1st January, 1871, The total dues against these
Railways ag on 31st March, 1972 worked out to Rs. 37-51 lakhs of
which Rs. 237 lakhs pertained to periods over three years and
Rs. 30.67 lakhs were for periods over one year and upto three years.
An official liquidator has been appointed in respect of Shahdara-
Saharanpur Light Railway only the Indian Government Railways
have filed their claims with him.

74. The outstandings against the other three Non-Government
Railways which are still running, namely, Arrah-Sasaram Light
Rajlway, Futwah Islampur Light Raflway and Dehri-Rohtas Light
Railway are assessed at Rs, 1248 lakhs, of which Rs. 8.15 lakhs
(inclusive of a loan of Rs. 9 lakhs) pertained to periods over three
years and Rs. 2.80 lakhs were for periods over one year and upto
three years.

7.5. The firm which owned the three Raflways that were closed
down stated that they had been running st a loss and had no

o4
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Yiquid resources to pay the dues of Indian Government Railways
and that they could not preferentially pay the dues only to the
{ndian Government Railways, as they had other creditors also to
whom payment was due from them.

7.6. Raflwaywise and periodwise details of the outstandings are
given in Appendix IV.

[Paragraph 13 of the Report of the Comptroller and Auditor
General of India for the year 1971-72, Union Government (Railways)]

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

“The Division Sheets relating to each individual month are re-
Qquired to be exchanged between the Government Railways and the
non-Government Railways and a monthly Account Current showing
the balance of through traffic according to the Division sheets/List
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 in 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 ag under:-

(i) Board considered the suggestion for making prepayment
of freight compulsory 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 undue 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 traffic
by Railway Administration forming a continuous line.
This provision was considered to be of a mandatory
nature and it wag thus not open to the Railway Board to

discontinue through-booking of goods traffic to destina-
tions served by the Light Railways.
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(ii) The mana&emght of the Shahdara Saharaixpur Lﬁzght

(iii)

Railways decided to close down the working of: that
Railway from 19.1870 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 claimg against that Railway by 31.8.1970.

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 Officer of the
Martin Light Railways on 18-11-70. The General 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: as
and when possible, when the assets of the Light Railways
were sold.

(iv) Instructions were issued vide Board’s letter No. TCI|1259,

v)

/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-Sasaram
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.

Further meetings were held between the General Mana-
ger, Eastern Railway, Calcutta and the General Manager,
Martin Light Reilways on 17.11.1971 and 8.3.1973. The
Martin Railways have made the folowing edhoc payment.
tcwards Indian Railways’ dues as a whole as on 30.9.1972.

Rs.
March 1973 . . . . . . . . . 5,000
April 1973 . . . . . . . . . 25,000
May 1973 . . . . . . . . . 10,000

TorsL . . . . . . . 40,000
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7.9.'A statement (Appendist V) furnished by the Railway Boatd
_gives the figures relating to net €darnings, operating ratio and per-
centage of net earning to capital of Light Railways for the yeats
1966-87 to 1871-72. It is seen therefrom that except the Dehri-Rohtas
Light Railway, the percentage of net earnings to capital on all the
other 5 Railways has been continously going down from 1066-67
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
light Railways and that three of them were likely to be closed down.
The Railway Board have in a note stated: “The Financial position
as indicateq in the Audited Balance 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 ncticas
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
1. The Light Railways are parties .to the Indian Railway
Conference Association ana the ILR.C.A. Rules regarding ap-
portionment and adjustment of earnings in respect of through-
trafic have been followed by them all along. With the de-
terrioration in their financial position, the apportioned ea'rnings
started falling into arrear. in payment of the apportioned earnings
of the Indian Government Railways and inspite of the contacts at
the highest level that the Government Railways had with the
Management o the Light Railways, the arrears have mounted. The
suggestion for meking prepayment 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 to
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 forming a continuous
line. This provision was alsp 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 position of liqui-
dation, proceedings. in respect of Shadare-Saharanpur Light Rail-
way which ; owed a sum of Rs. 27.72 lakhs to the Indian * Gov-
ernment Reilways. In a note, the Railway Board have :stated:
“Shahdara-Saharanpur. Light Railway Co. had been closed down
w.e.f. 1-9-70 and had gone into voluntary liquidation on “10-12-70.
The Eastern Railway was nominated to co-ordinate with the other
Railways in the matter of putting up the claims before the liquida-
tors. The question of payment of Government Railways' dues
depends on the claims being varified and admitted by Hquidators,
For the realisation of dues preferred by the Indian Railways, the
Eastern Railway has been regularly pursuing the matter with the
liquidators since May, 72.”

7.12, In another note, the Railway Board have stated: “Under
an order passed by the High Court at Calcutta, the Howrah-Amta
Light Railway Co. has been put into liquidation, Regarding
Howrah-Sheakhala Light Railway Co., final orders of the Court
are awaited.” '

7.13. Asked whether any formal agreements had been executed
with theseé 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 50(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, even 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, as might
have fallen into arrears, would be to have re-course to a court of
law.”

. 714 In regard to prospects for the realisation 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 i.e. the value of assets of the 1liquidated Cos. vis-a-vis the
claims put forward by various creditors. Final position in this
respect is not yet known. The Martin Railways, bowever, have
made the following ad-hoc payments towards Indian Railways’ dues
as a whole:

Rs.
March 1973 . . . . .. . . 5,000
April 1973 . . .o . . . . 28000
Mayr1973 . . . . . . . . . 10000

TorAL . ) . . 40,000
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7.15. The Committee enquired whether there was any proposal
to reopen the 3 Light Railways which had been closed. In this con-
nection, the Railway Board have stated:

“Shahdara-Saharanpur Light Railway

Shahdara-Saharanpur Light Railway was a narrow gauge (2'-6")
line, about 149 kms. in length, running from Shahdara (Delhi) to
Saharanpur. The operation of this Railway was stopped by the
owners from 1-8-70. 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 traffic, it has
been decided 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. The thinking at present is that the joint Corpo-
ration would also be responsible for running the road services on
the route.

The Engineering-cum-Traffic Survey carried cut 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. 17.32 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 UP.
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. It is under-

stood that the matter is under active consideration of the Govt. of
TP

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 Govt. of U.P, in consultation with the Ministry of Shipping and
Transport and the Ministry of Law.

Howmh-Amta and Howrah-Shekhala Light Railways

Howrah-Amta and Howrah-Sheakhala Light Railways were
narrow gauge (2 ft) lines about 70 kms. and 27 kms.respectively in
length. These Railways have been lying closed since were also in a
completely worn-out and dilapidated condition and had outlived
their usefulness. Bearing in mind the condition of the assets and

the future needs of traffic, it is proposed to construct hroad gauge
lines in the area.
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The survey work for these broad gauge lines has since been com-
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 about 3.5 crores for steam traction. Reganding Howrah-
Amta line, the preliminary survey reports are expected to be received
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 Govt.

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 comfir-
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 Railway 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 cost 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 from the Govt. of West Bengal that
they would share 50 per cent of the cost, construction' work on the
lines can be processed further.”

7.16, The Committee cannot but express their unhappiness on
the Government Railways’ failure to take timely action for the
seftlement of their accounts with six non-Government Railways.
The total outstanding dues against the non-Government Railways
are to the extent of Rs. 49.99 lakhs as at 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 over one year and upto three years.
Inspite of the fact that the poor financial position of these railways
was well-known to the Ministry of Railways the arrears were al-
lowed to accumulate and in the meantime three light railwayy had
been closed down. The Committee urge that all necessary steps
should be taken to realise the dues in regard to these light Railways.
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Further, action for recovéry of outstanding from the other three
railways shotlld ‘afso be expedited. The progress may be intimated
to the Committee.

7.17. The Committee are informed that in place of the three
light railways which had been closed down namely shahdara-
Saharanpur Light Railway, Howrah-Amta and Howrah-Sheakhala
Light Railways, broad-gauge lines are proposed to be constructed
with 50 per cent participation by the State Governments concerhed.
The Committee desire that final decision should be taken In regard

to financial arrangement and machinery for execution of work,
early.

Eastern Railway-Loss due to heavy leakage of Gear Case 0Qil 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 Shed.
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 loco
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-
montl:ly consumption of gear case oil per loco shed neither been
specified 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 period 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 combination of factors such as the topping up
of gear cases at slightly higher level to prevent faiure of the main
cog-wheel bearings, leakage of oil from the gear cases owing to Jete-
rioration_of oil seals, gaskets and other sealing joints progressive in-
crease in the period of runming 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 foreign exchange and that the interim requirements of oil seals
would be met by import. The Ministry of Railways (Railway Board)
further stated (November, 1972) that the figures of oil consumptiomn
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:for the period from January, 1972 to September, 1872 showed a down-
ward trend as seals and gaskets were being renewed on programmed
‘basis and that the excess consumption was compenqatnd by indirect
-saving by way 6f reduction of bearing failures and by not withdraw-
ing locos from t{raffic for oil seal changing.

Paragraph 45 of the Report 0£ the Comptroller and Auditor General
of Ingia for the year 1871-72 Union Government Railways]

7.21. Giving the reasons for abnormal increase in the consumption
~of Gear Case Ol during the period from Jantary, 1970 to September,
1971, the Railway Board have in a note stated: “The reasons for ab-
normal increage in the consumption of Gear Case ‘Oil from January,
1970 to September, 1971 were mainly:

(i) deterioration of oil seals in service which were renewed
during the last overhaul during 1968-69. These should have
been normally renewed after 2} 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 were
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
damnage to the ears and bearings on account of lack of oil.”

The Committee were informed that the average consumption of
«0il per loco per month during the year 1969 to 1973 was as under:

Year ’ Litres/loco/month

1969 . . . . . . . . . . 165 o

970 . . . . . . . . . . 396

1971 . . . . . . . . . S22

1972 . . . . . . . . . 435

1973 . . . . . . . . . . str (January to Se-
ptember only)

7.22. The Committee enquired whether the Railway Administra-
-tion had at any stage considered the desirability of fixing the rate of
monthly consumption of gear case oil in respect of WAG-2 electric
locos. In a note, the Railway Board have stated: “The monthly rate
of consumption of gear case oil has been under continuous review
by RDSO, Railway Board and ‘the Eastern Railway almost from the
time of commissioning of these locomotives in service. The matter
Thad also been .taken up with the manufacturers of these locomotives
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and due to actual consumption level being much higher than the-
figure indicated by the manufacturers originally and the consumption-
being varied widely, monthly consumption rate has been determind
by the Railway oti the basis of the actual performance. The present-
rate is 511 litres per month per locomotive. This is based on the con--
sumption from January to June, 1873 =~ = ’

7.23. The Railway Board have stated that the problem of heavy
leakage of gear case oil: was confined to only WAG 2 electric locos.
The main reason for abnormal increase in the consumption of gear
case oil is the deterjoration of oil seals which were stated to be of
basically defective design, The Committee desired to know whether
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-
digenuously manufactured are being used. However, with the unsatis-
factory experience in the year 1970-71 and due to 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 sawing that these
seals can provide in reducing oil consumption. Now action has been-
taken {o use good quality imported seals and their impact is likely to-
be felt in the subsequent years.”

7.24. It is indeed surprising that even though the question re-
gearding monthly rate of consumption of gear case oil on WAG-Z
electric locomotivey is stated to have been under continuous review
almost from the time of commissioning of these locomeotives im
1961—66, no satisfactory solution 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 concern. It should be noted that as compared to the
consumption during the period from June, 1968 to December, 1969
there was an excess consumption of 5,649 litres per loco during the:
period from January, 1974 to September, 1971 which entitled am
extra expenditure of Rs. 4.91 lakhs. The Railway Board's argu--
ment that the excess consumption was compensated by indirect-
saving by way of reduction of bearing failures and by non-with--
drawal of locos from traffic for oil seal changing does not at all
appeal to Committee. The Committee desire that the question of
bringing down the consumption of oil should be expeditiously
examined so as to take hecessary steps. The Railway Board should’
keep a careful watch in this regard,
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Arbitration awards

Audit Paragraph

7.25. In paragraph 80 of their Thh‘ty Seeopd Repwt (Thitd Lok
:Sabhd) the Public Aq:counts Cqmmittee had advised the Ministry
‘of Railways (Railway Board) to examine the reasons for a large
number of cases having being decided against the Railways and to
consider the feasibility of improving the procedure of reference of
-cases to arbitration. Again, in paragraph 3.39 of their Fifty Third
‘Report (Third Lok Sabha), the Committe¢ desired the Raflway Board
o undertake a vroper examination of the reasons why a majority
-of cases referred tc arbitration went against the Railways and to
‘take smtable remedial measures.

7.26. The Mlmstry 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 couris or to arbitration without the desirability of such a
-course having been accepted by an Administrative grade officer and
also to plug procedural loopholes, of which advantagke was likely
-to be taken by unscrupulous contractors. They further stated in Jan-
uary, 1867, that detailed study of the problem had been enstrusted to
the Efficiency Bureau of the Railway Board.

7.27. The Efficiency Bureau submitted its Reéport to the Railway
"Board in May, 1967. In pursuance of the recommendations of the Effi-
ciency Bureau, the Railway Board amended certain clauses of the
“General Conditiong of Contract relating to Works, in order to
minimise the cases leading 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
Rax]way Administrations 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 satlsfactxon of the awards given by the Arbitrators.
“The amounts paid by the South Eastern, Western, Central and South
‘Central Railways were Rs. 72.93 lakhs, Rs. 47.73 lakhs, Rs. 25. 87 lakhs,
and Rs. 22.50 lakhs, respectively. The details showing number of
-cases referred to arbitration, amounts claimed by the contractors
amotints admitted by the Railways and amou;xts awarded by Arbi-
trators and pald by the Rail Wiy‘q m ‘mentiotied i Appendix V1

7-29. A test check of certain cases referred to arbitration by the
Cen#ral and Northern Railways at the instance of the contractors and
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decided against these railways indicated that some of the items of
disputes related to “Excepted Matters” which should have been final-
ly decided upon by the respective Railway Administrations and -
hence not subjected .to arbitration under clause 664 of General Con-
ditions of Contract for Works.

7.80. Under the Indian Arbitration Act (No. X of 184y} it is not
obligatory for an Arbitrator to give reasong or break-up of the amount
awarded against various ¢laims heard by him and, thererore, it is
not possible to ascertain the reasons or the extent to whicn 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 1968-6% to 1970-71
as many as 159 cases related to Western Railway. Similarly on the
Scuth Eastern, Northern, Central, North Eastern 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 penalty: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 o
werks, 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 warks or after their completion and
whether before or after the determination of the contract
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. shall be referred by the contractor to the Railway: atid'the
Railway sball within a reasonable time after their preséi.’
tation make and notify decisions thereon in writing. The
decisions, directions, classification and - measutements,
drawings and certificates with respect to any matters
decision of which is specially provided by these condi-
tions, given and made by the Railway, or by the Engineer
on behalf of the Railway, are matters which are referred
to hereinafter as ‘Excepted Matters’ shall be final:and
binding upon the contractor and shall not be set aside 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 notifiled by the concerned Administration within a reasonable
time and that the decision given by the Administration on ‘Expected
matters’ shall 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 83 of General Conditions
of Contract deals with ‘Excepted matters’, The decisions, directions,
classifications, measurements, drawings and certificates with respect
to any matters, the decisions of which is epecially provided for by
these or other special conditions 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 matters were referred to arbitration as the legal opinions
obtained by the Railway administrations have leaned towards the
view that where the Railway considers that a particular dispute
relates to the ‘Excepted matter’ but the same is not aceeptable 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 issue is not arbitrable being one ot ‘except-
ed matter’.”

7.33. The Committee enquired as to how many cases out of the
583 caseés reférred to arbitration during the 3 years ending 1870-71
related to contracts executed after 1968-89 and 1969-70. in this
connection the Railway Board have stated: “As lot of data is required
to be collected by 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 arc detailed
below:

Railway No. of cases referred Out of the cases
to Arbitration during shown in col. (2)
1971-72 how many relate to

contracts awarded

After April 1970

Cemtral . . . . . . . 8 ‘ Nil
Eastern . . . . . . . 8 Nil
Northern . . . . . . 50 Nit
North Eastern . . . . . 3 Nil
Northeast Frontier . . . . 2 Nil
Southern . . . . . . 1 Nil
South Central . . . . . 3 Nil
South Eastern . . . . . 38 6
Western . . . . . . 21 Nit”

7.35. The Committee understand from Aud't that in the Central
Public Works Department, the competent authority, while appoint-
ing an arbitrator, makes a request to the arbitrator to indicate the
award ngainst each 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 reasons 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,

653 1L.Ss—38.
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7.36. Asked about the action taken on the above suggestion made
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 made by the Committee
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 on Railways
and also to examine the reasons why a majority of cases referred 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 Rs. 802.10 lakhs referred to
arbitration during the period 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 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 resort to
arbitration for the realisation of their dues. The Committee feel that
the whole matter requires a competent reappraisal. They accordingly
suggest that a review committee of not more than 3 persons—one
practising lowyer; 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.

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 clanse 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 fixation of responsibility under advice to the
Committee, The final decision taken in this bebalf may he intimated
to the Committee within three months,
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Eistern Railway—Dues outstanding against a firm
Audit Paragraph

7.39. Running contracts for fabrication and supply of 1700 sets
of B. G. steel crossing sleepers, weighing 12,127.50 fonnes were
placed by Director General, Supplies & Disposals on a firm between
1960 and 1983. According to the conditions of the contract, steel
sleeper bars were to be supplied by Eastern Railway free of cost to
the firm after it had furnished indemnity bonds %o the Director
General, Supplies & Disposals with an all risk instdrance cover for
100 sets. The sleeper bars were to be procured by Eastern Railway
from indigenous sources and paid for by the Railway but despatched
to the fabricating firm direct, after obtaining intimation from the
Director General, Supplies & Disposals that the firm had furnished
indemnity bonds. The payment to the fabricat'ng fiim was to be
made to the extent of 90 per cent of the contractel rate cn 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 praducts to 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 »':taincd from Director
General. Supplies & Disposals about quantities to be i~sued and by
August, 1966 completed the supply of entire quantity without
ascertaining the actual supplies of finished preducts to the consignee
Railways. The consignee Railways were alsn adviting only the
Director General, Supplies & Disposals about the receipts of finished
products and not the Eastern Railway. The Fastern 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
Railwavs in accordance with Railway Board’s instructions iscued in
February, 1964. Thus the Eastern Railway had no machinery to
centrally watch the supply of fabricated steel crossing sleepers
against the bars issued by them,

742. In July, 1967, the firm intimated that it was closing down
its factory due to financial stringency. Thereupon, in September,
1967 the Eastern Railway Administration made enquiries from
Director General, Supplies & Disposals whether the firm had com-
pleted their contracts and called for details of outstanding supplies to
be made by the firm for which raw materials had already been
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supplied.. There .was also & report in Ociober, 1887 that 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, Supphes &
Disposals on 20th November, 1967 for investigation, \

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
required for the manufacture of crossing sleeper sets by the firm.
In February, 1971 the Eastern Railway Administration submitted a
claim for Rs. 2.86 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-
mioiesand informed Eastern Railway in August, 1971 the acceptance
of an amount of Rs. 2.75 lakhs for inclusion in the claims preferred
jgggwgte{ﬁe ﬁrm It is not known whether anv Arbitrator has been

fhg Director General, Supplies & Disposals (April,
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%.48.The Committee desired to know what procedure had been’
laid down by DGS&D to watch and control the issues of raw mate-
rials (i.e. sleeper bars) made by the Eastern Railway, In this con-
nection, the Department of Supply have intimated: “After conclu-
sion of the contract assessment of the requirement of sleeper bars
was made and the Railway Board made budgetary provisions for the.
proturemerit of bésic raw material viz. sleeper bars on behalf of
the indenting Railways. The Controller.of Stores Bastern Railways:
had been nomiinated to procure and account fdr these. sleeper bars
on behalf of the Rallway Board. The sleepetr bars were released by
the Controller of Stores, Eastern Railway to the contract holding
firm on the basis of release instructions issued by DGB&D after the
firm had executed proper Indemnity Bond and forfeiture clause.
Actual accounts in respect of budgetary allocations and raising ef.
necessary debits against consuming Railways were however kept
formally by F.A. & C.A.O. Eastern Railway. To enable the F.A. &
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
consnlidated 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
maintain close liaison with Eastern Railway and FA&CAO with a
view to ensure proper check and control. This would be borne out
by the fact that out of release of 12127.5 M, T, the firm consumed the
raw material to the extent of 11820.2¢ 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
months 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.”"

7.47. The Railway Board have, in a note on the subject, stated:
“The Board issued instructions in 1964 vide their letter No. 61/749/
2|Track 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
instructions were issued with the limited purpose of avoiding double
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budgeting against ‘Misc. Advance Capital’ both by Eastern Raxlway
and the beneficiary Railway. -

The responsibility of Eastern Railway was: \hmited to the extent
that they were to supply sleeper crossing bars to the DGS&D fabri-
cators on receipt of release orders from DGS&D. The full respon-
sibility for ensuring that the firms supplied the crossing sleeper sets
against raw materials supplied to them rested with the DGS&D. The.
instructions issued by the Board in 1964 did not alter this position
and the responsility of ensuring the finished products were supp-
lied against r#w materials issued continued to rest with the
DGS&D.” ‘

7.48. The Committee enquired 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
were allowed to be raised by the Eastern Railway on the beneficiary
railway with a limited purpose to avoid double budgetting. These
dehits 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 ie.,
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
they were not in a position to watch the liguidation of this suspense.”

7.49. It is seen that even though action was started in July 1967
to find out the dues from the firm, 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’ regardivg supplies
of finished stores amd receipt of only such raw material such as flats
etc. other than sleeper bars. It had taken quite some time for the
Eastern Railway and FA&CAO to intin:ate the correct position of
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the actual release of sleeper bars-and the receipts in terths of sup-
plies made. In fact, the DGS&D had to take help of Joint Director
‘vigilance, Railway Board to obtain such information from ‘the
Railways concerned before the actual dues could be arrived at. On
receipt 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, immed.ate actions were taken
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, it was decided in consultation with Law Ministry to drop
the question of further allocation on the firm as well as the exten-
sion of the Delivery period. In October 1967, it was decided to
make a reference to Deputy Director (Steel) to look into the ques-
tion of utilisation of raw material supplied by Eastern Railway in
consultation 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, it 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
§-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
report 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-
-mises of the firm. It was a detailed report about what had trans-
rired between Shri Dey and the authorities in Kalyani Police Station
during 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 Railwayv 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
mailer confidentially 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
lo FA4CAO and Eastern Railway the accountability of Sleeper Bars
for which they were responsible, under advice to DGS&D. It was
advised by Law Ministry on 30-11-67 that it would not be correct to
rely on third party reports (or even departmental reports) and
deny the firm further orders, if they are entitled to it. It was
tonsidered necessary to ask the firm whether they are in a positicn
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to execute the orders before declining to place further orders. The
Pay & Accounts Officer was requested in December 67 to freeze al]
pending payments to the firm. In the meantime, the case was also
referred to SPE., DGS&D decided to write to Deputy Director
(Progress) to visit the firms premises to make immediate on the
spot enquiry. He was asked to ascertain the Nos. of Sleeper Bars
released to the firm, the:total number supplied in the form of finished
goods and the total Nos. in stock and he was required to clarify the
discrepancies, if any. He was to report specifically whether there
was any prima-facie evidence for the disposals of the bars otherwise
than es provided in contract. In December, 1967, this was reported
1o Registration Branch for taking punitive action against the firm.
Another reference wag made to the Ministry of Law on 13-12-67. The
Ministry of Law desired certain clarifications which were furnished
to them on 26-12-67. 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 starteq 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 complaint 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 accounis 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, Managing Director of the firm. It was found that there
was no stock of Sleeper Bars in their factory which was explained
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 positicn
was indicated. It was, however, a prima-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 shorl
receipt etc. He reported that exact position would be intimatcd
after verification from Railway records. In the meantime, remin-
ders were issued to all concerned from time to time. The Ministry
entrusted to the firm and not accounted for by them had to be
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astertained deflfiitely before any drdstic acton ‘was takén.' Tt wad
also brought out by Law Ministry to the riotice of the Administrativé
Ministry that under certain conditions the purchaser 'g'é}j’ the ng'hi
to get back the material given to the firm ‘for ‘fablication., The
purchaser can enter upon thé site and works and expel {] contractor
therefrom aceording to the terms of forfeiture ' clause after giving
a notice for 7 days. It was for the Administrative Ministry ~'to
consider all aspects of the case before deciding such action as a
stage may come, when we will have to entrust the prémises back
to the contractor. At that stage, the possibility of an influted claim
for damages by the contractor with or without foundation cunnot all
together be ruled out. In that case, we will be constrained to defend
such claim, however, false it may be. Reference was made to the
Inspector as advised by Ministry of Law in January, 1968. It was
stated by Director of Inspection in February, 1988 that how it 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 received a report dated
23-2-68 from D.I.G. C.B.I. for necessary action. It was suggested by
D.I.G. that the premises of the firm might be got iaspected by one
of the local officers 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 made 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 M|s. Nav Bharat Trading Corporation vs. Mis. 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. It transpired that
recovery of Rs. 25,700|- was outstanding from Mi|s. EEC towards
Mis. Nav Bharat Trading Corporation. Correspondence continued
between Eastern Railway, Pay & Accounts Officer and Deputy
Director (Steel) during the period March 1968 and Noveggber 1968
and with reference to the notice received, another legal opinion was
sought. In February, 1968, it was decided to make a reference to
Joint Director Railway Board to request Eastern Railway and FA
& CAO for a reply on the correct details of raw materials. From
the foregoing details, it would be amply clear that the delay in find-
ing out the dues against the firm was not due to non-maintenance of
proper records by the DGS&D but because such details had to be
collected from Eastern Railway and F.A. & C.A.Q”

7.50. The Committee desired to know whether the indemnity
bond was kept cusrent to cover the perior| of contract and .is extem-

tiol. '"Thé -
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sion from time to time and if so why could not the all risk cover be
uged to recover the value of utilised raw materials lying with the
firm. In a note the Department of Supply have stated: “The -
Indexm.ity Bond was enforceable during the period of the contract
and it's extension from time to time was not necessary. Under
cla:se 4 of the Indemnity Bond, the following stipulation had been
made:

‘This Bond 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
the bars received and utilised by it and stores inanufac-
tured have been delivered and all the surplus sleeper bars
left over after execution of the contract are retucr:ed 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 fim’, it is
presumed that the documents such as Indemnity Bond and
forfeiture clause as had been obtained from the fiim in
the contract in question were considered to be sutficient
in terms and instructions then prevailing.”

7.51. The Committee were informed that the present position
before the Arbitrator was that the case had been adjourned sine 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 about dues cutstanding
against such firms and their 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 are supplying imported
M.S. billets to DGS&D fabricators for track fittings against 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 instructicns whenever raw
materials are to be issued to DGS&D fabricators against bank
guarantee or indemnity bonds.”

7.54. This is a case of failure both on the part of DGS&D and
the Eastern Railway to keep a watch on the utilisation of raw mate-
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rial by a fubricating firm which had running contracts with the
DGS&D for supply of finished crossing sleeper sets to various Rail-
ways between 1969 and 1963. Under the contract the Eastern Railway
was to issue free of cost the raw material to the firm on the basie
of the release instructions issued by DGS&D after the firm had exe-
cuted proper indemnity Bend. The finished products 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
9¢ per cent of the contracted rate on proof of despatch and the balance
after acceptance of the processed sleeper sets.' The consignee Rail-
ways were only 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 receipt 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 been properly 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 at
Rs. 2.7 lakhs in excess. The explanations given by the DGS&D and
the Eastern Railway are no more than an attempt to disclaim respon-
sibility and put the blame on each other for the serious lapse. Gov-
ernment should, therefore, consider seriously all the factors that led
to this situation for taking appropriate action as also to prevent its
recurrence. Action taken in this behalf against the responsible offi-
cials of DGS&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 rea-
sons for such variations. In a note, the Railway Board have stated:

“The commission is paid to vendors as a percentage of the
sales effected 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 fixed taking into account all the local conditions,
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i fwhiettimey vary:from station to staﬂon to and vfrom cbm-.
‘modxty 0 commodxty

QQx;erallx ‘speqkmg, phe rates of commlssmn are fixed: taking
 ipto consxderatmn the followmg factors:

(1) ‘Quantum of sale-of different items at stations;
(u) JPattern of tram services

Ciy Number of platforms.

(;w) Durauon of halts.

tv) Number of vendors/bearers requlred to cater adequately'
t'ne needs of passengers.

e Sance» these f&cvors vary from Railway to Railway and from
: -one place'to another on the same Railway, it is not possibie.
to lay down . either a uniferm procedure or to fix a uniform
rate of commission. The Railway have to see that the
rates of commission 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,
-mormally amounts to a reasonable wage in the area in
which the vendor/bearer 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 Jdifferent 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 fo the vendors
should be reviewed once after every three years.

Apart from the review of commission rates once in every
three years, the tariff for vending items is revised by indi-
vidual Railways from time to time depending upon the
increase in prices of raw materials, staff posts, etc. The
tariff for tea/coffee and meals has also been revised by the
Railway Board on an all-India basis with effect from 1st
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December, 1873. The quantum of commijssion eagned by
vendors, therefore, automatically increases when there is
enhancement of the tariff in view of the fact that the com-
mission is corelated to sales :
’ . Y . s
“The year in which the commission rates were last revxewed on
each Rallway is indicated below: c o

.Central Railway 1971 Further rcvxcw is due in Dcccr?})cr ;hxs
. year.

Southern Railway . 1971 Further review is due in August thzs year

South Central Railway . 1972

Northern Railway . 1973

Northeast Frontier Railway 1973

Western Railway . . 1973
South Eastern Raiilway . 1973
Eastern Railway . . Last review was made in 1970. Next review is on hand

and expected to be completed shortly.

North Eastern Reilway . Considering that the upward revision of tariff,. from time
to time had resulted in increascd commission payable
to vendors, no increase in the rates of ocommission
as such was made. A review is now in hand.

7.59. The Committee note that the commission paid to vemdors/
bearers on Railways is fixed as a percentage of the sales éffetced by
them. The powers to fix rates of commission are delegated to -the
Zonal railways and as the various factors having a bearing on the
commission earmed by vendors/bearers vary from Railway te Rail-
way and from station to station on the same Railway, no uniform
procedure Kas 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 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 and
strenuous efforts, normally amounts to a reasonable wage in the area
in which the vendor/bearer works. The Committee were also in-
formed that the question of ensuring a minimum commission 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 vendor /bearer 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 pay-
able on all Railways, the rates may be fixed in a graded manner
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relateable to quantum of sales. This will not only ensure a fair
commission for the vendors/bearers but will also act as an incentive

for them.

7.60. The Committee further note that instructions 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
wag in 1970 angd till 1973 no further review has been carried out.
Further no such review seems to have ever been carried out on the
North Eastern Railway. A review is stated to be now in hand. The
Committee would like an explanation as to why the review on Eastern
Railway 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 out. 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 whose 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,
although they are doing a very essential and indispensable job for
the passengers have not been absorbed in the Railway. It is, there-
fore, necessary for good of all concerned that the service mentioned
- sivove should be fully taken over and run departmentally on a per-
manent footing by paid employees only. There should he 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.

General ,

7.62. The Committee have not considered it necessary to make
specific recommendations/observations on some of the paragraphs
included in the Report of the Comptroller and Auditor General of
Indin. They nevertheless trust that the Railway Board will take
such action as may be necessary in respect of such paragraphs, in

consultation with Audit.
JYOTIRMOY BOSU,

Chairman,
Public Accounts Committee.

New DeLH1
April 19, 1974.
Chaitra 29, 1896 (s)




APPENDIX 1
(See para 1.57)

Statistics relating to engine failures on North Eastern Railway

Total No. of Engine failures . Percentage Engine Ks—
Year Engines on  overaged of failures  per engine
line Engines Passenger Goods Total Percentage due to bad failure
out of of col. 4 workman-  (Figures in
col. 2 to col. 6 ship in shops thousands)
and. sheds
and mis-
management
by crews
I 2 3 4 S 6 7 8 9
1966-67 843 105 84 36 1zo 700 73°3 236
1967-68 873 101 81 93 174 46°s 931 159
1968-69 870 85 114 68 182 62-6 87-4 15
1969-70 856 74 94 62 156 60-2 88-5 191
1970-71 828 <o 10§ 59 164 64-0 90°3 183
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APPENDIX Il
(See para 6.3)

Statement showing results of grade tests conducted by the Zonal Railways

No. of wagons Percentage of samples
(Samples) analysed conforming to specified

Percentage of wagons Est}l.::ated Percentage of shale

found sub-grade

and dust

. grade and above (in lakhs
Raijway of Rs.)
69-70  70-71  71-72  69-70 70-71 71-72 69-70 70-71  71-72 69-70
70-71
71-72
1 2 3 4 s 6 7 8 9 10 11 12
C-n'ral 2117 2253 2247 58-7 62-7 592 413 373 40-8 3-48 1009, of the wagons
received  contained
more than 109
slack and dust. 279,
to 73% had more
than 10%, of shale.
Eastern 455 556 615 Nil Nil Nil 100 100 100 421 Not availabls.
Northern 1338 1506 1974 602 50 433 39-8 50 5§6-7 51X mo% of the wagons
reccived  contained
mgre than 15% of
shd:anddust. 5.9%
to 12-2%, contained
shale and stone also.
North Eas‘ern . 516 541 359 537 S62 512 463 438 488 16

48-9%, to 76% of the

wagons  contained
more than 15% of
slack and dust. 6-6%,
to 14°5% had more
than 5%, of shale.

(<4}
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APPENDIX II1
(See para 6.9)

Comparative position of quality of coal supplies to the Railways before end after

nattonalisation

(&) Results of visual inspection

1972 1973
Month
(Before nationalisation) (After nationalisation)
No. of « No. of No. of No. of
wgns. wgns. WEDnS. wgns.
loaded found loaded found
with in- with in-
ferior coal ferior coal
February . . . 52,713 850 50,256 3,052
March . . 58,626 1,338 47,459 3374
April . . 51,487 1,273 57,695 2,490
May . . . 56,528 1,245 52,794 3,209
June . . . o0 54,495 1,522 47,453 2,590
Juty . . 55,000 1,664 52,378 3,008
August , 53,692 1,712 46,242 2,377
ToraL 3,82,541 9,604  3,54,277 20,096
25% 57%
(6) Results of sampling checks
1972 1973
Month
(Before nationalisation) (After nationalisation)
Percentage of samples Percentsge of samples
Above  Within  Below  Above  Within  Below
grade grade grade grade grade grade
February . 29'0 447 26-3 41 49°6 46°2
March o a 17°9 461 36-0 13 s0-2 485
April . . 17°2 64'9 17°9 95 454 451
May . . 208 54°5 247 15 345 64-0
Average for the four
months . . 20-8 528 264 44 467 489
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APPENDIX IV
(Se¢¢ para 7°6)
Statement of Outstaidings as on 315t March, 1972 in respect of Railways which have closed down (I)

Name of Railway Upto one Over one year Over three Total
year old and upto years old
three years old
. . Rs. Rs. Rs. Rs.
Shahiars-Seharsnpur Light Railway 3,05,233 24,13,367 53,344 27,71,944
Howrah-Amta Light Raflway . . . . . . . 1,30,005 5,096,502 1,84,074 9,10,581
Howrah-Sheakhala Light Raitway. . . . . . . 11,872 56,716 —437 68,151
ToraL : . . . . . 4,47,110 30,66,585 2,36,981 37,50,676
Statement of Outstandings as on 315t March, 1972 in respect of Railways which are still working (1I)
Arrah-Sesaram Light Railway . . . . . . . 83,037 1,12,343 37,360 2,32,740
Putwah-Isiampur Light Railway . . . . . . . 79,482 1,67,141 8,86,517 11,33,140
Dechri-Rohtss Light Railway . . . . . . . —1,09,265 27 —8,719 —1,17,657
ToraL: . . . . . . . 53,254 2,79,511 915,158 12,47,923
STATEMENT-I . . . . . . . . . . 4,475,110 30,66,585 2,36,981 37,50,976
STATEMENT-II . . . . . . . . . . §3,284 2,79,511 9,15,158 12,47,923
ToraL : . . . . . . . 364 33,456,096 11,52,139 49,98,599
R OR “OR OR

_5.01 lakhs 33,46 lakhs 11.52 lakhs - 49 .99 lakh

€21
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SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

Ministry/ Deegtt.

Concern

APPENDIX Vi1

Recommendation

3

4

1.25

Railways

-do-

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
1965-66 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
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1.26

1.27

Railways |

£l

Rlys./Deptt. of Steel

own assessment while the different indices of wagon utilisatien 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 it is worth noting that the index of net tonne kms.
per wagon day on B.G. was 998 in 1960-61, 889 in 1967-68, 968 in
1970-71 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 thah what it was
over a decade ago.

The Committee consider all this tc be most unsatisfactory. With
augmentation of the capacity of important marshalling yards, in-
crease in the speeds of goods trains following dieselisation and
electrification of traction at a very high cost, streamlining of traffic,
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 at all convincing.

i The situation calls for a radical rethinking on Railways’ control

over operations. The problem should, therefore be studied in depth

\ and remedial steps taken forthwith,

The Committee are distressed to learn that of late the number
of wagons held up inside steel plants has considerably increase in
spite of comparatively reduced traffic. The average number of

wr



wagons held in steel plants daily which was 5,956 in 1969-70 went
up to 6,942 in 1971-72. The paymenis made by the steel plants to
Railways on account of demurrage for wagons detailed beyond the
permissible free time increase from Rs. 61 lakhs in 196364 to as:
much as Rs. 2.38 crores in 1972-73. During cvidence the represens

tatives of the Ministry of Railways pointed out that the handling.
methods followed inside the steel plants were mainly 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 ta

changes in modes of traction of railways, frequemt dislecation. in.

the railway system affecting uniformity of low of loads-into and
from the stee]l plants, frequent imposition of route restrictions. ete,
The Committee were informed that a review committee had been
set up by the Ministry of Steel to go into the entire question. They-
desire that the review should be completed expeditiously and the
remedial measures suggested by the Review Committee to over-
come the present shorteomings speedily implemented. Action taken
in this behalf may be intimated to the Committee within six months;.
Similar action is urgently called for in respect of detention to
wagons in ports also., The Committee are greatly concerned.about
the holdups of wagons in steel plants, ports and elsewhere because
to that extent other users are deprived of wagons and the Railways
lose revenue. A very highpower reviewing Committee . consisting
of academically educated transport economists and others should
be constituted to go into this question immediately.

ar



Railways

The Committee are concerned to note that the percentage of
wagons awaiting repairs in sick lines, Transportation Workshops
(running sheds) and in Mechanical Workshops has been increasing
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 3.99 in 1965-66 to 5.11 in 1970-71. In the case of MG wagons
the percentage of wagons awaiting repairs rose from 3.37 in 1965-
66 to 446 in 1970-71. The Committee were informed during evi-
dence that for the purposes of measuring maintenance efficiency 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 1969-70 and 1970-71. Besides the increasing trend in
proportion of wagons awaiting repairs, the detentions in Mechanical
Workshops for repairs have been considerably increasing on most
railways from year to year. Further the percenfage of overdue
POH of BG wagons had increased from 8.83 at the end of March,
1968 to 22.18 (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.
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1.53

-do-

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 the 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
of four wheeler stock due to heavy corrosion ete.

The Committee were given to understand that as far back s 1958
the Ministry of Railways had secured the services of an expert Mr.
Michal Dehm, 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 very 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 recommenda-
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
Admnistration in the functioning of their workshops could have

been well remedied if timely action had been initiated and insigt

that responsbility be fixed under advice to them.
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They recommend that the guestion of reorganisation of work-
shop facilities on Railways may be re-examined at 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 ahd operation by crews had shown

a deteriorating trend on the North Fastern Railway since 1966-67.
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 NE
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 1970-71 as against 73.3 for the
year 1966-67. TFurther the performance index of Kms per engine
failure also deteriorated from 2,36,000 Kms. in 1966-67 to 1,83,000 in
1970-71. The performance of the North-East Frontier Railway 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 is that it has increased during certain periods on
different railways.” The Committee regret to find a somewhat com-
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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.
It should be particularly ensured that the production of engines by
the Railways is satisfactory in terms of quality.

From the information made available to the Committee it is seen
that keeping in view the figures of foreign countries the initial per-
formance index of 1,60,000Kms. 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
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.

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 at the rate
of Rs. 1.25 per key on a firm which had failed to make supplies
against a running contract with DGS&D for supply of 14.44 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-
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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 for 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 fixed
for the lapse,

It 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 at higher rates from the firms 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. -
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" The Committee are distressed to learn that even though the use
of non-metric units was declared illegal with effect from 1-12-1967
by a gazette notification 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 addi-
tional expenditure to the tune of several lakhs had had to be in-
curred by the DGS&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, 1967
for procurement of 1,95,000 numbers of bearing plates failed to give
the specifications and drawings in metric units. This is admittedly
a serious lapse for which the responsibility should be fixed for ap-
propriate punishment under advice to the Committee,

It is surprising that at the time of inviting tenders, the DGS&D
amended the specifications to conform to metric units but allowed
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 omission
which callg for an explanation. The Committee desire that indivi-
dual responsibility for this lapse may also be fixed under advice to
the committee.
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The Committee would like to know whether there were similar
lapses in respect of other contracts entered into after 1st December,
1967 and if so the action taken,

A case of non-recovery of the value of deficiencies in the supply
of signal stores to be made by a firm to the Northern Railway was
biought 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 Committee are sur-

prised to find that the same firm had obtained payments on the.

strength of inspection notes but did not 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 to, the Railway Beoard 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
prosecution 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 of 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,
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(i)

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 of 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 for in View of the unpleasant experience
in this case.

In this case it is claimed that the entire quantity to be
supplied was inspected by the Inspection Authority. It
ts, 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 produce a
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 DGS&D
should, therefore, immediately address themselves to this
question in order to lay down a suitable procedure, This
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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. For 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 DGS&D instead granted
extension of time to the firm to make good the shortages, Ultimately,
however, neither the shortages 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.
The Committee would, therefore, like Government tg investigate
whether there was any mala fide intention.

~do- The Committee find that the special specifications attached to the
agreement for the construction of a multistoreyed building at
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 up to the requirement of prescribed strength, the
remedial measures as prescribed by the engineer were to be adopted
by the contractor at 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
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R.C.C. mix of 1:2:4 for beam was changed to 1:1}: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.
1:13:3 had not been given in the schedule of rates applicable to this
case. 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.

It is further seen with great distress that while the R.C.C. work
in 1:14:3 mix was started by the contractor in May, 1966, the new
non-scheduled rate for this work was finalised in March, 1969 and
it corresponded to the market rate prevailing in 1968 which gave
additional benefit to the contractor at Railway’s expense. The
Committee fail to understand the legality of the fixation of a rate
in 1969 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 Railways are not
unnecessarily required to incur extra expenditure and to also ascer-
tain whether there has been malpractice in this case.
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It is regrettable that inspite of a general directive issued by the
Railway 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
doubling 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 involved 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 order of Rs. 4.65 lakhs. The reasons
given by the Railway Board for not doing so are (i) cancellation of
tenders already finalised and inviting new tenders 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 so.
The Committee trust the Railway Administration will have learnta
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 action under
advice to the Committee.

&



The paragraph also highlights a drawback in the general condi-
tions of contracts on Railways 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
by Audit that this lacuna 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
and issue instructions to the Zonal Railways. Further, the practice
foilowed by the CP.W.D. in regard to setfling rates for additional
work should also be studied for adoption with advantage by the
Railways.

A contract for fabrication, supply and erection of steel girders
for the rail-cum-road bridge across river Godavari at Rajahmundry
was awarded to a firm in December, 1967 and an agreement execute
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
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jn accordance with 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 Rs. 7.06 lakhs as wage escalation subsequent 1o the period of
delivery were, however, paid by the Railway. This payment was
sought to be justified before the Committee as arising out of another
clause in the contract which provided that the “fabrication schedule
shall become valid only from the time when the contractor got full
inatching steel.” Surprisingly even though the contractor had pro-
cured 14.500 tonnes of raw steel by the middle of October, 196% 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 gteel. This provision virtually
nullified clause 3 of the contract and rendered the stipulated period
of completion of work unenforceable, Such a serious flaw in the
agreement could be exploited by unscrupulous contractors to the
detriment of the interest of Government. The Committee would,
therefore, like a thorough investigation to be made with a view to
ascertaining how and when such a clause was inserted in the agree-
ment 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 to the Committee.

Suitable instructions should also be issued to obviate recurrence
of such mistakes in future. The Cémmittee would also like to know
whether legal opinion was obtained before entering into such a
contract.
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The Committee note that North Eastern, North East Frontier and
Western Railway Administrations had to incur avoidable expendi-
ture of the order of Rs. 4.82 lakhs due to non-compliance with the
provisions 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 it is strange that the fact regaring applicability
of the Industrial Dispute Act to Railway staff betame known to the
North Eastern Railway only after 14th January, 1970, following 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 thé retrenchment
benefits to casual labour on Railways under the provisions of the
Industrial Dispute Act, the Northeast Frontier Railway authorities
concerned were blissfully ignorant of the position and the poer
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 put
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 found resvohsible,
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The Committee would also like the Railway Board to find out if
there have been similar cases of non-compliance with the provisions
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.

The Committee are distressed to learn that even after the lapse
of about 3 years it has not been possible for the Chittaranjan Loco-
motive Works Administration and the State Bank of India to reach
a settloment in regard to the liability for the loss of cash of 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 when
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 serious 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
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Bank might have forfeited their right to recover 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

reviewed at a high level and the result intimated to them within
three months.

The Committee are astonished at the wmanner in which the
various organisations behaved, An issue like this must have been
settled by referring it to some one 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 examine
the matter for laying down general insiructions forthwith.

The Committee incidentally learn that during the last seven yeurs
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
Adiministration to minimise losses on this account. The method of
handling and transporting cash should be further improved. Besides
rersuading the nationalised banks for opening of more branches in
the station buildings. the Railway Board may consider makir.g all
pavments of salaries ete, of Rs. 500 and above only by cheques. They
shonld also reconsider to insure cash in transit.
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The Commitiee 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
Rs. 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 to 65 per cent
of the total coal wagons loaded at the collieries to ensure that the
percentage cf shale, slack and dust is upto the acceptable limit. Al-
though samples from 5 per cent of the loded wagons are required
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 fcllowing:
In 1968-69, out of the total number of wagons jointly inspected

by the Railway Inspection Organisation and the consignee Railways
following complaints of the loco sheds, the contents of as high as
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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 cther Rail-
ways the percentages of wagons found 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 100 percent on Central,
Northern and Northeast Frontier 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 tc the boilers. It 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 heen 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 lakhg
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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. . o

It is deplorable that even after nationalisation of coal mines the
position far from improving has deteriorated. During the 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 ceal 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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The above paragraphs reveal an astonishing state of affairs. It
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 tg contain shale,
slack and dust beyocnd 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 ccal 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-
competently. The Committee desire that the entire question should
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 that fresh procedure
devised which would ensure that coal of right quality is accepted.

The Committee cannot bue 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. 48.99 lakhs as at the end of 31st March, 1972, Out
of this, Rs. 11.52 lakhs related to periods over three years and Rs.

2et



39

40

-do-

-do-

33.46 lakhs were for periods cver one year and upto three years.
Inspite of the fact that the poor financial position of these railways
was well-known to the Ministry of 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-Amta 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 should be taken in regard to financial
arrangement and machinery for execution of work, early.

Tt is indeed surprising that even though the question regarding
monthly rate of consumption of gear case oil on WAG-2 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. It should be ncted 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 from
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 at 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.

Following the recommendations made by the Committee 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 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 arbiitration has gone up
from year to year. There, it could be taken that job was not done
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ptoperly. In 1968-69, the total number of cases refrerred to arbitra-
tion 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 fur-
ther seen that out of 583 cases involving total claims of contractors
amounting to Rs. 802.10 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 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 coniractors are not at 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-
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nation and fixation of responsibilty under advice to the Committee.
The final decision taken in this behalf may be intimated to the Com-
mittee within three months.

This is a case of failure both on the part of DGS&D and the
Eastern Railway to kecep a watch on the utilisation of raw material
by a fabricating firm which had running contracts with the DGS&D
for supply of finished crossing 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
release instructions issued by DGS&D after the firm had executed
proper indemnity Bond. The finished products 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
only 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 receipt 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 been preperly accounted for by the firm. In fact it took
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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 at Rs. 2.78 lakhs
in excess. The explanations given by the DGS&D and the Eastern
Railway are no more than an attempt to disclaim responsibilty and
put the blame on each other for the serious lapse. Government
should, therefore, consider seriously all the factors that led to this
situation for taking appropriate action as also to prevent its recur-
rence. Action taken in this behalf against the responsible officials

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 firm are
not known. The Committee would like to know further action pro-
posed to be takeén in the matter.

The Committee note that the commission paid to vendors|bearers
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 as the various factors having a bearing on the com-
mission earned by vendors|bearers 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 are
supposed to ensure that the rates of commission are fixed and ad-
justed among the various items of such a way that the overall
emoluments earned by a vendor/bearer who puts in a adequate and
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strenous effort, normally amounts to a reasonable wage in the area
in which the vendor|bearer works. The Committee were also
informed that the question of ensuring a minimum commigsion to
these vendors/bearer was being gone into. The Committee desire
that while reviewing the rates the Rajlway Board may find out
whether the Zonal Railways have actually taken care to ensure that
the Commission paid to a vendor|bearer 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 only

ensure a fair commission for the vendors|bearers but will also act.

as an incentive for them.

The Committee further note that instructions 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 on the
North-Eastern Railway. A review is stated to be now in hand. The
Committee would like an explanation as to why the review ‘on
Eastern Railway 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
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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 sec-
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
carefu]l watch to see that the Zonal Railways carry out the reviews
after fixed intervals.

GENERAL

The Committee have not considered it necessary to make specific
recommendations|observations on some of the paragraphs included
in the Report of the Comptroller and Auditor General of India. They
nevertheless trust that the Railway Board will take such action as
may be necessary in respect of such paragraphs, in consultation with
Audit.

6ot






