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INTRODUCTION 

I. the Chairman of the Publlc Accounts Commlttee, as authorised 
by the Commlttee. do present on their behalf this 32nd Report on 
the action taken by Government on the recommendations of the  
Publlc Accounts Comm~t tee  contained in their 73nd Rclx>rt (Third 
Lok Sabha) relating to Appropriation Accounts (Rulways),  1964-65 
end :'iudit Repor: \ H a ~ l \ ~ . a y s ) ,  19M. 

2 On 12th J u n t ~ .  1968. an  "A:.t~ctn Tnkcn" SubCornmlttee was 
appo~ntcti to wrutinist. the  rtxplies rece~ved from Gowrnmcnt  in 
pursuance of the rtwxnrnendations made by the Committee in their 
earlier Reports Thc Su!)-Cornmi ttec was const~tuted w ~ t h  the fol- 
b w i n g  hlern!Jt~rs 

1. S h n  I>  E;. Kuntc-Curit-ener. 
2. Shrl C K Rhattncharyya 7 
3 S h r ~  K K. Nayar 
4 Shri Sarendrd K~i111nr S,~i\.t. , i Mt*mbers, 
$5 S h r ~ m a t ~  Tarkesiiu i ~ r i  S:n+n  
6 Shrl N H hl Su , ~ ~ r i y  J 

3. Tht d :  1it.port v . ~ s  c.utih~dt,~t*d and udoptctl by t h c  Sub- 
Cornni.ttt't. at tllelr slttln: ~lelti on 2nd Scptetnbcr, 1968 and finally 
adoptr d by the Public Accounts Cornmittee on 28th September, 1968. 

4 k'or fac~ll ty ctf relertlnce t h e  main conclusions/recornmenda- 
t w n s  of the Cornrn~ttee have bcen printed in thick type in the  body 
of the Rcport A statement showing the summary of the main con- 
clusions recomrnerrdat~on, of  the Committee is appmded t o  t h e  Re- 
port (Appendix I ) .  

5. Thc Comrni t t t~  place on r e c o d  their appreciation of the assist- 
ance rcndcred to  them in this matter by the  Comptroller and Auditor 
Gcnvral of Tndia. 

New DFLHI; 
O m h e r  10. 1968. 
4svina 18, 18lW (Saka). 

M .  R. MASANI, 
Chairman, 

Public Accounts Committee. 



CHAPTER I 

Th~s Report deals with tbe action taken by the Government an 
the  recommendations contained in their 72nd Report (ThiR1 Lalt 
Sabha)  on the Appropriation Accounts (Railways), 1964-65, and 
Audit Report (Railways).  1966 ivhich was presented to the House 
o n  28th March. 1967. 

1 2 The statement received from Gcwernmrnt shcwing action 
taken on the  recommendat~ons o f  the C o m m i t t e  mntaincd in their 
72nd Report (Third I.ok Sabhn )  t1n1.c. betan rntegorlscd under the 
following h ~ a d ~ n ~ s .  - 

1.  Hecomrnendations Observations that have t m n  accepted by 
the Government. ( S .  Nos. 2---7, 9-12, 14-17, 21-24, 
27-30. 34-48, 39 (S .  Nos. 17 & 38 of the 53rd Report), 
40 (S.  Nos. 18. 21. 33 & 41 of tht- 53rd Report), 41 & 42. 

11. Hecomnwndat~ons Observations in respect o f  which replies 
of  Government have not been accepted by the Committee 
and which require reiteration ( S .  Nos. 1 .  31 & 32 of 72nd 
Report and 39 of 53rd Report). 

I l l  Hecommendatlom Observations to which (hvernnwnt  have 
fdrnished interim replles (S Nos 8, 13, 18, 19-20, 25-26, 
28A (Para No 3 206) 33 and 40 ( S  Nos. 22, 24 and 34 of 
53rd Report). 

1.3. The Coninlittee hope that final replies duly vetted by Audit 
in regard to the recommendations, observations to which only interim 
replies have so far been furnished will be submitted to them early. 

1.4. The Cummittee will now deal with the recornrnendations in 
respect of which Government's replles, have not been accepted by 
the Committee and which require reikratlon.  

f i i )  Getma1 Review of the Financial wos'king of Railways duriug 
lS4-65-Revenue Receipts-Paras 1 9  and 1:10 of the TZYlZ 



Report of Public Accoultts Co7r1 nrittee-Third Lok Sabha (S, 
No. 1). 

1.5. The PuS1.c Accounts Committee had irl  p a r s  1.9 and 1.10 
of their 72nd Rrport commented on the  inability of the Railway 
h a r d  to achieve their target of carrying additional goods traffic 
during 1964-65. In th i s  connection they had made the follcwing 
obk~rvations: - 

"The Coni:uittec 12ot.c tha: tjlc Rnilivay R w r d  \\'ere u~iable  to 
achieve their target of carrying ad:iitiun:tl goods traffic 
d.xing 19(j4-63. The actual increase in the  originating 
traf ic  was 2.7 million tonnes only while the target for. 
addit.on;! :;.I. is traffic during the, > c a r  a'ns fisrd a t  17 
mill;on iunncs .  S:nce th:s tnr2i.t u.3~ fixed in cai~su!tation 
..i-iiil 7..nr..o;ls L.:!:I. r ?Jir!l.;t r i i  s 1.tc.. which  :i-~a'iie t:'it.il- own 
as5e:xncnts I I ~  !'c!:l;ect o i  !.arious 1t(:!li5, 11 \ V , ) L  ~d s(>cb7?-i 
that ti.,. n,wczirxent n:adt ,  by thc o!i~clr Llln;strlc-.; e t c .  
:\.ere u - ; ( ! t b  of? :!I: m a r k  T11e sh! r t - fa l l  In the or.gi:iating 
?i.afi;c c~crurrcd n::?lxly uric!.:;. coal i ~ n d  $twcral nitrchan- 
Glsc i n c l u d i ~ ~ g  Fs.:ii'a>.s oivn tr-ntTii. of coa!. 'I'he Coinmii tw 
fee! tha t  !he R ; ~ : \ v z ~ s  c o ~ l l d  1131'~' iorejecn !hv :Ice:-c>xe 
I:I !! i~i: .  own coal traffic st lcast and could havc suitably 
1cdl;cc:i the :a: sc: or p ~ o d s  tr:iffic to tila! extent.  They 
i'ecl t h 3 t  Ihc. rez.->n:: fcr such a !-IUPC. ~ h i i l t f i i l l  in tile target 
for .oti.< t:-nf?ic :i.: we!] 3: in respect of u thcr  c u r n i n ~ s  ri - 
q c : x  to be gone i n l o  i r ,  greater deta!l by R a i l ~ : ! y  Ho;~rd 
for future! guldnncc. It  is n.orth no th ing  in this connK- 
tion th3t but io r  the increased actual earnings cf the Rai!- 
ways from t3c. passenger traffic. which amounted to 
Rs .  15.28 crores over the budget estimates, the gap between 
the budget estimat-s a n d  thc  actuals would hnvc k e n  
further accentuated." 

"The Committee also make rr notv of the increasing percentage 
of variations between the. budget estimates and the actuals 
from year to year (-3 per cent in 1961-62 to +5.3 per  
cent in 1965-66), and fecl that the percentage of  variation 
between the  budget estimates and the actuals could be 
rrcduced by having closer co-ordination with other conccrn- 
ed D ~ p a r t m e n t s  Ministric1s in assessing thc positioq 
better." 

1.6. In their reply to the Committee's observaticns the Ministry 
of Railways (Railway Board) have stated as  under:- 

"The recommendations of the Committee are noted. Close 
liaison is maintained with other  Departments ' M i n i s t r i e ~  



to assess the anticipated quantum of specific traffic like 
coal and ircn and steel (both raw material and finished 
I J I ' O ~ U C ~ S ) ,  cement etc .  Continuous efforts a re  also being 
made to improve 11-1.: cst in~ating of traffic and refinements 
are hcling introducrtl whercvc.r possible. I n  r tgard  to the 
Railways' traffir o f  materials for thc!il. own consumption. 
the freight earnings are  adjusted as  a reduction in working 
expenses and variations in !he Railways' own traffic do  
rmt afI'cct the estimates of gross traffic receipts." 

1.7. The Co111niittt.c. \co~lld l ikv to  drabs aticntion to Chapter  1 of 
the-ir 22nd I t~*por t  on ihc 'I hirrl Five Year Plan of Railways whe re  
they have discussed a t  length the  question of "Tr;iffic Forecasts" and 
the rt-sponsihility of Railn.ays in that behalf. The  Conlrnittee reite- 
rate  that  it is not I)u\int.ss-like for a commercial orgsnisat:on like t h o  
R i l i i s  ~ n c r c l y  to :~i.r'c~pt the statenlchnls :tsw,snirnts o i  traffic 
requirc~nlcrlts n ~ a d c  11s other 3linisiric.s \\.ithotit criii~:111?. c.s:tlnininf 
t h e  pohition t l l i .n~wlv~. \ .  Bt~hides. as is evident from the Railways 
o \ v ~  castiniirtts o f  ~ r a f i c .  oI  r rate rials required to  hv carried on rail-  
way account. t11c.l.t. \\ w. a pt.rsistent tendency to (bier-cst i~natc  t h e  
traflic rc.quire~ncnts with the result that  the  Railbvays i~ivestnlent  
during the* Third Plan period row  to Ks. l . ( iXt )  crort4 as wlilparcd 
to  Rs. 1.323 crorc\ cnvis:tgcd in the Thirrl Five Year Plan whert-ah 
t h c  actual traflic n~ovud  \ \ a>  only 203 rnillicln tonnrs  in the  last year  
of the Plat1 :I\ conlpared to 2-19 million tonnrl  nwntioned in t he  P1.711 

d o c u l ~ ~ e n t .  Tht. Cornr11ittc.c. c:rllnot too strongl> .tress tht. 1lec.d for 
realistic cstilnation of tri~fli!. hy the  Ilnilwnys so as to avoid over- 
investment of scarce rt.wi1rct.s bacil). nrcdetl for morc producti\-c usr.  

18. In connection \\ lth thcs constructiorl of tivc sidings in Karari- 
pura Coal-fields of National Coal Development Corporatlon, s a m -  
tloricd in April. 1959 tht. share o! cost p a ~ a b l e  b? X a t ~ o n a l  Coal 
Development Corporatlon amounted to  Rs. 186.74 lakhs a g a ~ n s t  
which recovery of Hs. 163 10 lakhs has been effected leaving a 
balance of Rs 23.64 lakhs. In para 3.243 of their ?2nd Report the 
Public Accounts Cornnuttee had made the  following observations a n  
this  case: 

"The Committee regret to find that  there has been delay at 
various stages, with the result. that  7 years had passed, 
and yet the  Railways had not been successful in coming 



t o  a final settlement with the National Coal Development 
Corporation. They hope that there would be no further 
delay in the matter now." 

1.9. In their reply. the Ministry of Railways (Railway Board) 
have stated: 

"The observatioxis of the Committee are noted. As submitted 
to the Committee earlier. vide note at Appendix IX of the 
72nd Report (Third Lok Sabha) of the Committee, the 
proposal of the National Coal Development Corporation 
that a portion of the sidings constructed for them in this 
case should be treated as a branch line of the Railways 
was under active consideration in consultation with t h e  
Eastern Railway Administration. After careful examina- 
tion of the case, it has now been decide3 by the Ministry 
of Railways that there is no justification for treating that 
portion of the sidmg across the Damodar river upto the 
take off point of Gidi 'B' siding as a branch line. The 
Eastern Railway Administration have been advised of this 
decision and instructed that the N.C.D.C. should be advised 
to accept the siding on assisted siding basis and pay t h e  
balance amount due from them to the Railway withou'. 
anv further delay." 

1.10. Now that a decision has been taken by the Ruilwcl~ Board 
-not to trurt the particuiar portion of the siding acrou the Damodar 
river upto the take off point of Gidi 'B' Siding as a Brnnch line. tho 
Committee hope that the recovery of the balance of Rs. 23.64 hkbr, 
due from the National Coal Development Corporation will be pursu- 
ed by the Railway .Qdministration vigorously. as thi* matter huu 
been pending for several vears. 

1.11 In  another case of comtruct~on undertaken In  B h u ~ k u ~ i d a  
and Bokaro C01li~r.m a sum of Rs 81.987 was claimed by the R e ~ l -  
way Administration from the National Coal Development Corpora- 
tion, being the expenditure Incurred by the Ministrv uf Ratlway~ 
in the construction of a submersible bridge on the Darnodar rlvel 
which was later abandoned There were two othcx claims amount- 
lag to Rs 71 711, being cost of certain works involv~ng rxbns~on of 
stdings and temporary faci l~t~es ,  and RE 6.435 being cost of renewal 
of sleepers, etc., in the s~dings, pending recovery from 1945 and 1957 
rcapcctively The total amount was thus Rs. 1.60 l a b  but the re- 
covery was stated to be pending as the position was not clear. Ie 



prra 3.244 of their 72nd Report the Public Accounts Commtttee had 
abserved as under: 

".  . . . . the  Committee learn with regret that the position was 
still not clear. They would like this matter which is pend- 
ing for a long time to be Rnalised." 

1.12. In their reply, the M i n i s t r ~  of Railways (Railway Board) 
have stated: 

"The observations of the Committee are noted." 

1.13. In  a further note, the Ministry have stated: 

"It is regretted that there has been no apprec~abie progress 
in regard to the recovery of the amount of Rs. 1.60 l.Lhr 
from N.C.D.C. mainly on account of the difftculty of 
sorting out piecemeal claims of the N.C.D.C. as against the 
claims of the various Departments of the Railway. Tbe 
Chief Operating Superintendent, Eastern Railway has 
been nominated as the co-ordinsting omcer to ensure eariy 
settlement. I ' ~ P  matter is beinq activelv pursued with 
thc N.C.D.C." 

1.14. The Committee note with regret that no headway h a  beer 
made in the recovery of the amount of Rs. 1.80 lakhs from the  
National Coal Development Corporation since the Committee pre- 
sented their Report in March, 1967. It is onlj recently that the Chief 
Operating Supcrintendent, Eastern Railway has been nominated as 
t b  Co-ordinating Otficer to ensure early settlement. The Committee 
dwire that the matter should be pursued vigorously with the National 
Coal Developnicnt Corporation w that these long pending claims are 
wttlcd without any  further delay. 

(IV) N o r t h - E a s t  F r o r ~ ~ e r  KOIIWUIJ- 3011- t . t~o~ 'ery  of Ircence 
and rent on Railwal/ Bazars-Para 3.253 oj the 2 n d  Report o j 
rhe P u b l l ~  A C C O ~ A R ~ S  ( 7 ~ ~ ~ ~ m ~ r t e ~ - - - T J ~ ~ r d  1,ok Sabha ( S ;  30 32) .  

1 1.5 Refrrnng to the arn.;iis of I~ctmsc. fw and rent due for the 
;wried 19!%!51 onwards in respect of the land and stalls leased , , : it  

in t h e  Railway Ejazars on the NorthEast  Frontier Railway, the Com- 
m!ttct. had made the Iollowing o b s ~ r v a t ~ o n  In para 3252 of thc~r 
ntnd R t ! p r t  

"The Committee regret to o b r v e  that at no unlc dunrig tile* 
years any serious attempt seems to have been made by 
the Railways to maintain a proper and up-to-date d 
of the occupants of the lands and stalls In the kunr 



Proper steps were also not taken to prevent the aecumu- 
lation of the arrears. They note that only with effect 
from 28th October 1965, a whole-time Estate Officer was 
appointed to finalise these cases and that there were also 
some difficulties in finding additional staff to attend to 
these cases. The Committee h0p.e that vigorous attempts 
would now be n ~ a d e  to liqui~iate the arrears without fur- 
ther delay. They trust that the step.;, such as the intro- 
duction of checks to prevent sub-letting, obtaining ad- 
mnrt deposits. r tc . .  taken would improve the position." 

1.16. In the:r reply the 3iin1stry of Rallwayc (Railway Board) 
b y e  stated: 

"Further to the position as at the end of Aprl l .  1967 ~ndjcatcd 
in this Mlnlstry 5 earlier memorandum dated 1st August. 
1967 ~t 15 stated that a further sum of Rs 3.452 rclnt~ng 
to the period upto 1959-60 and a further sum of Rs 2,380 
relating tc, the perlod from 1960-61 to 1964-65 was realmd 
till  end of June. 1968, leaving a balance of R s  67,629 relat- 
lng to the penod upto 1959-60 and Rs 4,81,358 r e l ~ l t ~ n g  to 
the period from 1960-61 to 1964-65 In arrears " 

1.18 The Committee note with concern that even after the 
appristmcnt of a wbole time lbtatc Oficer and tbe autbority avail- 
m b l c  to him, tm&r tbe Public Premisca (Evictiota of Uaauthorised 
Occrputr) Ad. 1968. the pace of recovery of the nrrerrr of rent la 
ramped of hPdr and stalls ieued out in the Railway brrrrn om tbs 



North-East Frontier Railway, has been very slow. Dur iq  the perk4 
May 1967 to  J u n e  1968, only a sum of R5. 5,832 relating to the period 
upto 1964-65 was realised leaving a balance of Rs. 5,48,987 in arrears. 
The Conimittee see no reason why it should not be possible to recover 
these arrears  of rent more expeditioucily and in a husinc~slike manner. 

1.19. Thc Comniitter nerd hardly s t r c ~ s  that  simultanrously the  
should ensure that  the collerlinn of current  licencing fees 

and rents from t h r  lease holders of land and  stalls in railway lands 
are  not allowed to get into arrears. 

1.20. T h r  Committr~c t t lw s u ~ p x t  that  the Railway Adminis t ra t~ou 
should ronsidrr the question of charging interest by  way of penalty 
an the  Icssca who do not pay rent  within a specified time limit. 

( \ . )  A r r ~ a r s  in the recovery oj t h e  rent jor land leased for  grotolng 
food crops, para 4.8 of the 53rd Reporr of the P.A.C -Th?rc! Lok 
S a l h a  (Setial No. 39). 

I 22 In para 4 9 of their 53rd Report, the Cnn\w;!tc had made 
the  following obscrvntlon: 

"Thc Sub-Cornmlttce d w r r  that' thc R:>R' drcision 1:1 the 
rnattcr may be expedited and communicated to them." 

1 2 3  .ks an!? intcrim wp!y wnq rc.cr.4vrvi, thr C w n ~ r t t c t .  c>ibwrv- 
r.11 ,).Ira 4 S of t f ~ c l ~ r  7:?n(j T?vrw.r?  [T'ri-ci I,l,k S lbh:~) that they 
wcwld await furthvr note on the subjrct 



1.24. In their reply dated 15th September, 1967, b e  Ministry of 
Railways (Railway Board) have stated: 

"The best means of effecting recoveries of outstanding 
amounts representing rents on surplus railway land 
handed over to the State Governments for being leased 
out to cultivators has been under correspondence between 
the Railway Administration and the State Govern~ncnts 
concerned. It may be recalled that in a note submitted 
to the Public Accounts Committee in January, 1967 it was 
indicated that  while the Kerala Government had a g l ~ ~ d  
to the proposal of fised lump-sum amount being recovered 
annunlly from the State Government on the basis of past 
recoveries, the Mysore Governnient had indicated their 
decision to retransfer the railway land to the Railways. 
The Madras Government had, h o w e ~ ~ e r ,  a diffcrenl s ~ g -  
gestion of engaging a whole time .4ssistant for thtl pur- 
pose of watching over the reroverics, ctc. Th:a Soir t l lvn 
Rciilway Administration has since requcstcci the Kvrala 
and hladras Governlnents to implement tht. propwils 
agreed to by them. In respect of other Stat.. C;o;.rrn- 
ments. no substantial progress could bt marie. I t  nin)'. 
however, be mentioned that out of the rernainln~: Stntes. 
arrears are mainly with the Statc Governments of Bihar. 
U.P.. Punjah and Andhra Pradesh. a n d  thc* rnatlc!. is 
being pursued with them. The outstanciing d r ~ c s  of 
Southern Railway against thc Statr  Go\ . t~ rn~r? (*n t~  of 
Madras, Kerala and Mysore on 31st March. 1967 v;ew 
Rs. 1.03.195. Rs, 18.692 and Rs. 243 respectively. I t  il: he 
seen t7at there is appreciablt* improvemrnt." 

125 Asked to indlcate tht. progrcbs.s made, t h c  Mln~stry ~f I tai l-  
ways in a note dated 24th Augus t  1968, ha1.c stated. 

"The matter IS stxll b w n ~  pursued by thr  ra~lways with  the 
State Governments. In particular, thls Ministry would 
llke to report the follow~ng dev~lopment  that has takcn  
place in regard ro recoverxes from the Govrrnmcnt o f  
Uttar Pradesh. The Xorth Eastern Railway had appro- 
ached the State Government to agree to the formula nf 
a lump sum pavment. The S t a t  Government d e h i r d  
that they be addressed in the matter by Rallwnv Bonr 1 
as a number nf railways passing throuqh Ultnr Pr , , tbsh  
were concerned. Accordingly, a letter has h r m  ~ssurd to 
Uttar  Pradesh Government recently tn iiqrcr to pay to 
Rdlway Administrations concerned a lump-sum amount 



every year,  to be fixed every five years, on the basis af 
average rent being realised by them after deducting some 
percentage, say 10 per cent, for the management." 

1.26. The Committee note that the Ministry of Railways have  
reached an  understanding with the Kerala and Madras Governments 
about the recovery of outstanding amounts representing rents on 
surpluh railway lands handed over to the State  Governments for 
being leased out to cultivators. The Committee also note that t h e  
Uttar Pradesh Govertiment have recently been addressed b y  the 
Ministry of Railways to fix a lump-sun1 amount every year on the  
hacis of the average rent being realised by them, after dedurttng 
1R pcr rent  as ntnnegenient rhargcs: the arrangenicnt hcing subject 
to r c \ i cv  after avwy five ;\.car\. 

1.2i. The Gonimittec also note that the amount\ outstanding are  
the hcavic-.t in thc case of railway lends handed over to the States 
of A n d h r ~  Pradcsh. Rihar and Punjab Thc Committee desire that  
thc Ministry nf Jtai:un\\ c h c , . c ~ l d  takc u p  the  matte- dirertl\  with 
the Stat,. Go\ r rnmcnt \  ronccrner l  so a\ to  reach an w r l v  settlcnient 
ahout rtaco\erv ol rent for  t h p  \urp\us r a i i w a ~  land h - ~ n d ~ c t  over to 
t h t v  Statc Go\ crnmcnts. 

1.28. Ttlc ('oniniittw :tlm 411ggz\t that i : ~  the light of the esperi- 
cnvr gained, t h r  Miniktry of R a i l ~ i ' a v s  \hnuld rvolvc suirahlp wide- 
lincs for  dvterti~inin): thc rrnt which .;hould btx rerovered on surpilts 
railway lnncl handed ovrr  to  Stntr  Go\.rrnment for k i n g  leased out 
to cultivator4 40 as to  loi id romplicntions of thc  nature which h a v e  
iiriscr, in thc. prc*wnt vi14cs. The Co~nmittr t -  nced hardly emphasize 
that not only \ i ~ o r o l l -  c.flort\ should he mudc to recover the past 
arrears  but also sustained thfforts should bc made to  ensurc that t he  
rpnt is rrrnvercd rc.~ularl.v i i t~d i 4  t ~ o t  nllowxbd to get into arrears. 

1.29. Tlw Cotnniittcc w onld nlsn !ikv rhr Railway Board to e\ui l~inr 
thc frasihlity of directly Icasinq the l i ) n d ,  to rultivators in,tcad nt 
through tht. rrpc-ncy of the Sta te  Governmc:~t. 



RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendatioa 

At the instance of the Committee notes explaining the reasons 
'for the excesses over Voted Grants and Charged Appropriatioi~s 
dur ing 1964-65 have been furnished by thc Railway Board (.qppen- 
dix I ) .  The Committee note that aftcl- t ~ k i n g  into acconiits the 
misclassifications, the real excess comes to Rs. 4,13,68.948. 

The Committee regret to note that escess expenditure in respect 
of these four Voted Grants are rerurrinq although the percentage 
of excess expenditure in these cases has gone down from the 
previous years. It is all the more surprising that the Supplement- 
ary Grants obtained in March, 1965 under each of these grants 
proved inadequate. This leads to the conclusion that the expendi- 
ture in respect of these grants was not properly asscsscd at the 
time of preparing budget estimates and at the time of preparation 
.of estimates for supplenlrntary grants. 

The Committee hope, that in view of the excc5ses recurring year 
after gear in 'open line works', the Railway Board worrld frame 
their budget estimates on a more realistic basis. 

The Committee rrcommend that subject to these observations, 
the excess expenditure o' R,. 4.13.68.948 under Voted Grants Nos. 5, 
8, 12 and 13 incurred during 1964-65 he regularised by Yarlinmmt in 
the manner preicrihcd under Article 115 of the Constitution 

(S. No 2, 3ppend:x  XI11 to 72nd Report. 1966-67). 

Action taken 

The observations of the Ccmmittee a r e  noted. Thc Minis t ry  of 
Railways would, however, respectfully submit once again that some 
degree of \.ariation bptween estimates and actuals is inevitable, 



despite the maximum care in formulating the estimates, because of 
the large number of spending units spread over the length and 
breadth of the country, the variety and multiplicity of items and 
works on which expenditure is incurred, uncertainties in  regard to 
supply of material and progress of work by thousands of contractom 
and the volume of atljustments between the Railways and other 
Government Departments, which go on even after the year closes 
etc. However, the Ministry of Railways would like to assure the 
Committee that every effort will be made to improve the standard 
of budgetting at various stages as well as control over expenditure 
SO that the gap between the Estimates and Actuals is reduced to the 
very minimum. 

This has b w n  seen by Audit 
[O.M. No. 67-B (C) -PAC.III;72 (0)  Dated 19.8.19677 

Recommendation 
Thc C'onlmit!ec arc bilrpriscd to find that the savings, which was 

8.6 per cent under thcsc 1.1 voted grants, was the highest during 
1961-65 iss co~nprtrec! \;it11 previou\ years. The Committee would 
like the Railway Board to take snitable measures to bring down 
the percentage of sax irig\ by i n ~ p r o ~  ing the technique of budgetting 
and by exercising mo:~. c.lTc,itixe !iunnc;al control over the expendi- 
ture on Itailways. 

(S S c !  3 Appmd~x XIII, to 72nd Report, 1966-67). 

Aciion token 

Thc ,)bsc: ; ,~ : .o t l~  oi the Crmn :tw have m e n  noted. The 
Ministry of fiail\\*:iv\ ivr~lld hl)wcv. r bi<e to tncntlon that the savings 
in 19ti4-65 under these grants were malnly a reficctlon of the deli- . 
berate decl<lo~. o f  the C;overnmclnt t a h ~ n  dur ng the course of the 
year (suhsequrnt to the present~tion of the. Budget) to effect the 
maximum economies pn;sib!e In revenue as well as capltal expendi- 
ture in the rffort to al l -cst  the tendency towards *nflat~on during 
the courpe of t h  . year 

Thih ha?: bcrn seen by Audit 

[O.M. No. 67-B ( C )  -TJAC.III/ 72 (0) Dated 19.8.19671 

Recommendation 
The Committee hope that with the in~plementation of the pro- 

p a l  decision. the situation will improve and no unnecessary pro- 
vision will be made under 'Charged appropriations'. 

(S. No. 4, Appendix XIIT to 72nd Report, 1966-67). 
1832 (All) 1 .S.-2. 



The observations of the Committee are noted. Commenchg 
from the year 1967-68 no ad-hac provision is being made for charjpd 
appropriation under any of *the Demands. 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PACIIIIl72 (0) Dated 19-8-1967] 

The Committee feel that the continuous saving during the last 
five years in respect of grant No. 2 relating to the non-utilisation 
of funds by the Research, Design and Standard Organisation and 
attribution of more or less the same reasons during the previous 
four years for the savings under this grant clearly indicates that 
the provisions are being made year after year without relation to 
facts. Similarly, the extent of savings that occurred on the four 
Railways, under Grant No. 13 particularly on the Southern and 
South Eastern Railways during the last five pears indicate that the 
control over expenditure is far from satisfactory. Such n situation 
meeds to be remedied forthwith. 

(S. No. 5. Appendix XI11 t o  72nd Report, 196647). 

Action taken 

The observations of the Committee are noted. The chief c a u w  
of surrenders in the provision for R.D.S.O. were ( i )  shortfall in the  
supply of equipment and (ii) delay in finding technical staff. With ' 
the rc-organisation of the R.D.S.O. and its centralisation a t  Lucknow, 
i t  is hoped that the position will improve. In regard to the saving8 
under grant No. 13, the Ministry of Railways would respectfully 
submit once again that one of the contributory factors that militate 
against effective control over the grant is that this demand covem 
expenditure on roughly over a thowand minor works each ypar on 
each railway. However, the Ministry of Railways are continuously 
reviewing the position under this grant and i m p r o ~ m e n t s  wher- 
ever necessary would be effected. Meanwhile the Committee'r 
observations have been specifically brought to the notice of the four 
Railways on which the savings under this grant were u n s a t i s f a d o ~ .  

Tbis has been men by Iludrt. 
[O.M. No. 67-B (C)-PAC)III\72 (0) Dated 158. I-. 



From the note furnished in this connection (Appendix III) the 
Cnmmittee learn that the percentage of foreign equipment now in 
use in the Research, Design and Standard Organisation is as higb 
as 82 per cent. Since it is desirable that the Research, Design and 
Standard Organisation should lay more stress to design and develop 
indigenous parts and equipment for use by the Railways, the Com- 
mittee view with concern the use of such a high percentage of 
foreign equipment by that Organisation. The Committee feel that 
greater reliance on indigenous equipment should be encouraged. 
The Committee would like the Railway Board to apply their mind - 
to this question and take suitable stcps in the matter. 

( S .  No. 6, Appendix XI11 to 72nd Report, 1966-67). 

Action taken 

The observations of the Committee are noted. A further review 
was undertaken of the more important items of foreign equipment 
in  use for research purpuses in the Research, Designs and Standards 
Organisa tion. 

The equipment used In the Research, Designs and Standards 
Organ~sat  on is mainly fo r  research, testing and trials, particularly 
for recoxding phenomena and parameters. General purpose instru- 
ments required for routine measurements in the Research, Designs 
and Standards Organisatlon have been cons~stcntly obtained only 
from indigenous sources whenc~~cr .  poss~blc. But sophisticated 
types of rccordlng ~l; \ trumci~ts and nus11 clry measuring instruments 
required to ma nt,i:n anci c:illhy.at- the former. have had to be 
irnportcd to t h e  n::nltn:l:n t.;tent ncTessay. Contifiuous haison is 
mair'aincd with the Directorate of Technical Development, the  
various National Lahcratorics and the ~ n d : ~ t . n o u s  manufacturing 
firms wh:ch hnvc recently entered the fic!d o f  mnnufncturc of sophis- 
ticatcd equipment and u7hcrever posq:\:lc the lattcr are asked to 
devclop the equipment relulrcd. rt\; tr:ct~nq import to when it is 
inescapable. For example, it has been dcc.di.d to manufacture indi- 
genously track recording cars, three for t he  BG and two fcr the  
MG, including their instrumentation, importing only the w r v  mini- 
mum of items which cannot be obtained locally, and this is expected 
to save about Rupees thirty lakhs of foreign exchange. With regard 
to electronic instrumentation an  order for data logging system has  
rlso been placed with the National Aemnautical Laboratory, Banga- 
lore, which will save Rs. 40,000 in foreign exchange. This even in 



the matter of sophisticated equipment, active steps are being taken 
to develop indigenous manufacture. 

This has been seen by Audit. 
[O.M. No. 67-B (C) -PAC IIII72 (0) Dated 19-&1M8]. 

Recommendation 

The Committee note with corlrern that under grant No. 13, apart 
from the saviiig due to cco:lom> nlcasrrrc, a number of savings were 
attributed io slow prugrcss of works due inter-alia to non-receipts 
or delay in the rcceip! of nl:ltr.rin;s, Ixtc finalisation of plans, esti- 
mates, contracts etc Thew ST\  i;l:$, thcrcfore, reflect lack of proper 
planning. Thc dc:2? 1; in obt:iirii:lg raw mntrrials and othcr delays 
require the inzrnecli~tc aitr.t~tiorl of the Railway Administrations SO 

that progress of w.)rk docs no: sutTer on thcse grounds. 

(S. KO. 7 .  Appcnt i~s  XI11 to 72nd Report, 1966-67). 

Action taken  

The observations of the Committee have been noted. 

The Railu-R\- >?inistry would, hiwever, point out (a)  that this 
grant ie  only for about Rs. 13 crores o u t  of the total works grant 
of Rs. 370 crGres in 19%-65, i.e., ',art:-ly 3.5 per cent uf thc total, and 
(b) that the works included under this grant are very s m d l  works 
the  completion of which l o  schedule does not materially affect 
transport capacity and w11ich t h ~ r e f o r e  taken very low priority in 
the  a l l~ tmen t  of scarce rnatcr i~ls  and of funds  a n d  even in t h e  
matter  of the time a q d  r;lten:ion of the engineering officr:rs in the  
matter  of plannicg rind eswut ion.  

This has been s x n  hy Asdi t .  

[O.M. No. 67-B (C) -PAC 111 72  (0 )  Datrd 10-7-19671. 

Recom mendnt'on 

n e  Committee hope th; L l v l t f ;  the changes in definition of 
"Arbitral Tribunal" there will be improvement in the position. 

(S. No. 9. Appendix XTII to 72nd Rcprrt, 1966-$1). 

Action taken 

TI e observation of the Committee is noted. 
TI k has been seen by Audit. 

[O.M. No. 87-B (C) -PAClIIl172 (0) Dated 10-7-19871. 



Recommendation 

Para 2.59 . 
The Committee are  not convinced of these reasons, egpecially 

when definite instructiot~s were issilt11 by the Railway B ~ a r d  in 
1961 with regard to collection of sales tax. In casl- of doubts and 
difficulties, these should h a l e  bwn rcferrcd by the Railway Admin- 
istration to the Railway Bonrd for directions. Thc Committee hope 
that  such cases will not recur in future. 

Para 2.60 

The Committee regret the delay on the part of !he Railway Board 
in issuing instructions to all General Rlanagcr, to recover sales-tax 
from passengers i f  the State Gover~iments refused to grant exemp- 
tion for payment of sa1c.s tax to the Kaiiway\. The Sales  Tax was 
levied by some of the States  as early as  19.513 brr' the Itailway Bonrd 
issued instructions only in 191il. Sot only that. in\pite of this 
directive to recover sales tau, no sales tax u a 5  recovered by Railway 
Administration on sales for u h i c h  rash vouchers were issued but 
the  Administration had to pay S R ~ ! S  tax on the total turnover of 
al l  the sales made by their cater ing ujiits. 

Para 2.61 

The Committee would like to he informed of the final outcome of 
the cases taken up  with State Governments and in Courts wi th  
regard to payment of sales tax amounting to Rs. 4 lakhs. 

Para 2.62 

They hope with the issue of instructions in January,  1964 by the 
Railway Board for including in the tariff the element of sales tax, 
there would be no further difficulty. 

(S. No. 10, Appendix XI11 to 72nd Report, 1966-67). 
Action taken 

Paras 2.59, 2.60 and 2.62 

The Committee's observat'ons have been noted, and further ins- 
tructions have again been issued to all Railway Administrations 
reiterating that for all sales from the Catering units for which 
bills are issued, sales tax must be recovered by showing the same 
oepsrately in the bills, and tor such of the sales for which scparate 
bills are not issued prices of the items should be so fixed as 10 cover 



the element of sales tax that is payable to  the State Government 
Accordingly where exemptions have not been granted by the State 
Governments concerned Sales Tax on the sales effected by the 
Departmental catering and vending organisations is now being re- 
covered from the passengers and paid to the State Government. In 
the case of Madhya Pradesh, however, who had granted exemption 
to the Central Railway from payment of Sales Tax up to 14-4.65 and 
expressed their inability to continue the same beyond that date, 
efforts are still being made to persuade that Government for the 
continuance of the exemption. Pending the State Government's 
final decision, the Central Railway was not recovering Sales Tax 
on sales effected through mobile units in that State. The Railway 
has been asked to ensure recovery of Sales Tax for sales made in 
the mobile catering units in the State of M. P. and also pursue 
vigorously the question of exemption with the State Government. 
The Railway has started recovery of Sales Tax from 1st Februarp, 
1968. 

Para 2.61 

The find outcome or upto-date position, as the case may be, of 
course taken up with State Governm'ents or which were taken to 
Courts in regard to payment of sales tax of approximately Rs. 4 l a k b  
is given in the Annexure. 

This has been seen by Audit. 
[O.M. No. 67-B (C) -PACIIII172 (0) Dated 8-5-1968]. 



ANNEXURE 

Position of cases regarding payment of sales tax taken up by the 
Railway administration with State Governments and in Cou*. 

I. SOUTHERN RAILWAY 

Period for which sales tax 
was paid but not recovered 

A.mount of 
sales tax 

Of the total amount of Rs. 1,96,017.40 paid as sales tax by the 
Southern Railway, the amounts paid to Madras and Mysore States 
were Rs. 1,41,121.64 and RE. !j4,895.7& respectively. 

Writ petitions filed by the Southern Railway challenging the 
levy of sales tax during the above mentioned period by the Madras 
State have been dismissed by the Madras High Court. The Court 
held that profit motive is not the criterion and the assessment cannot 
be set aside. . 

1 
I 

Arrears of sales tax amounting to Rs. 54,895.76 were paid to 
Mysore State after appeals made by the Railway against the assess- 
ment were turned down by the Appellate Commissioner. Thc ques- 
tion of filing a writ petition in the High Court of Mysore for the 
refund of Rs. 54,895 76 paid to the State Government is under consi- 
deration of the Southern Railway Administration. 

11. EASTERN RAILWAY 

Period for which sales tax 
was paid but not collected 

Amount of 
sales tcu: 

As already explained, the State Governments of West Bengal, 
Bihar and Uttar Pradesh were requested by the Eastern Rai lwy  to 
grant exemption of payment of sales tax on sales effected by that 
Railway's departmental catering and vending units, but a11 the State 
Governments regretted their inability to comply with the requests. 
Sales tax was duly recovered from the passengers on all sales where 
a case memo was issued, from the very inception of departmental 



catering on that Railway. Sales tax, was, however, not recovered 
in respect of sales made from platform stalls, trolleys and vendors 
from where it was not possible to issue cash memo for the sale. The 
amount of Rs. 1,55,858 was paid as sales tax in regard to such sales 
fcr the period from 1957-58 to 31-3-1964. In 1964 the tariff was 
revised to include the element of sales tax and sales made from 
plhtform stalls, trolleys and vendors. Sales tax is thus Semg levied 
on these sales now and the amounts are being paid to  the State 
Governments concerned. 

111. CENTRAL RAILWAY 

Period for tolzlch sales tax 
was paid but not collected 

1.4.1956 to 31.5.1962 

Amount oJ 
sales tax 

Rs. 13,352 
The payment of arrears of sales tax amounting to Rs. 13,352 was 

made to the Maharashtra Government under protest. A wvision 
appeal was filed before the Deputy Cornmissloner of Sales Tax, 
Rxgpur, but he dismissed the same on the ground that in the cld 
C.P. and Berar Sales Tax Act, the Central Government was defined 
as a "dealer" and t\at Railway was doing the "business" of depart- 
mental catering. The Central Railway thereupon referred the matter 
to the Department of Legal Affairs, Ministry of Law, Bombay for 
advice in regard to the filing of further appeal against the samc. The , 
latter, however, expressed doubt about the success of the case, and 
did not consider it advisable-to take risk of litigation in a dolibtful 
case as the amount involved was small. No further appeal has beep 
filed in this case. 

IV. NORTH EASTERN RAILWAY 

Period for which sales tax 
was paid but not collected 

Amount of 
sales tax 

1956-57 to 31-3-1964 Rs. 22,412 

The amount of Rs. 22,412 was paid to the State Government of 
Bihar by the North Eastern Railway. In addition to this, a sum of 
Rs. 2,576 was paid to the State of Uttar Pradesh by this Railway. 

The payments in each case were made under protest on receipt of 
Demands Orders from the Sales Tax authorities and appeals were 
filed in the respective courts. All the cases are stfll pending in the 
courts a t  Samastipur, Bhagalpur and Muzaffarpur in Bihar and at 
Gorakhpur in Uttar Pradesh. 



Representations were made by the North Eastern Railway to the 
State Governments of Uttar Pradesh and Bihar to exempt  ailw way , 
catering units from payment of sales tax but both the State Govern- 
ments did not agree. 

Recommendation 
The Committee appreciate the efforts being made by the Railway 

Board in improving their catcring but they feel that much remains 
to be done yet particularly in maintaininq hygienic condition% in 
their catering units. The Committee trust that greater attention will 
be paid to this aspect of the problem also. 

(S. No. 11, Appendix XI11 to 72nd Repod, 1966-67). 

Action taken 

The observations of the Committee are noted. Suitable instruc- 
tions have been issued to the Ra.lway Administration vtde Board's 
letter No. 67-B(C)-PAC/III,'72(ll) dated 20th May, 1967. (Annex- 
w e ) .  

This has been seen by Audit. 
[O.M. No. 67-B (C) -PAC/III/72 (0) Dated 10-7-196n 



ANNEXURE 

The General Managers, 
All Indian Railways. 
Sub:-Recommendation No. 11 of 72nd report of Public Accounts 

Committee-NPintenamm of hygienic conditions in the 
Roilway az&rhg lmits, 

The Public Accounts Committee have made the following remm- 
mendation in their 72nd report:- 

"The Committee appreciate the efforts being made by the 
Railway Board in improving their catering but they 
feel that much remains to be done yet particularly in 
maintaining hygienic conditions in their catering units. 
The Committee trust that greater attention win be paid 
to this aspect of the problem also." 

The Board desire that special attention should be paid and 
supervision should be intensified with a view to effecting improve- 
ment in this aspect of the working of the departmental catering. 
When any lapses come to notice, action should be taken to fix res- 
ponsibility and severe punishments imposed to set the matters right. 
DA: Nil. 

St. Director Traffic General, 
Railway Board. 

No. 67-B (C) -PAC/m/72 (11) New Delhi, dated 3 June. 1967. 
13 Jyaistha 1.889. 

Copy (with 40 spare copies) forwarded to the A. D. A. I. (Rlys), 
New Delhi, with reference to recommendation No. 11 contained in 



Appendix XU1 to ttma 72nd Report (3rd Lok Sabha) of the Public 
bcuunfg Cgmmitteh (1966-67). 

DA: As above. Dy. l3i~ector, Finance (BC), 
Railway Board. 

The Committee feel that more effective checks should be pro- 
.Med so that these mder charges are detected immediately and are 
not allowed to accumulate. 

They would also like to be informed of the steps taken for the 
expeditious recovery of the undercharges. 

(S. No. 12, Appendix XI11 to 72nd Report, 196667). 

Action taken 

The observations of the Committee are noted Railways have 
been directed to take suitable steps to secure correct invoicing of 
freight and other charges a t  the stations and also for avoidance of 
delay in the calculation, and advice to the s tat~ons of the amount 
of under-charges. In this connection the Ministry of Railways 
would like to point out that the Goods & Passenger accounting on 
the Railways is now being done on machines and the instructions 
issued include the procedure for prompt issue of error sheets against 
stations. 

2. To help in expeditious clearance of under-charges debited to 
stations special squads have been formed of Accounts Inspectors 
(and Commercial Inspectors where necessary). to investigate on 
the spot debits disputed by the station staff. 

3. The outstanding items are also reviewed in the meeting of 
Divisional and Principal Officers. 

4. The Railways have also been asked to report the extent of 
clearance of the balance of undercharges outstanding as on 31st 
March 1966, along with thc measures taken bv them for further 
clearance of the rem7ining halance. A copy of the instructions to 
the Railways is at Annexure-A. 



5. Recovery of debits already admitted by station staff are b b g  
made in suitable instalments within the provisions of the Paymena 
of Wages Act. and recoveries from private bodies are being made in 
instalnwnts as ordered by Court or as mutually agreed to. 

6. As a result, 58.7 per cent of the undercharges outstanding on 
31.3.66 have ben cleared by 31.3.67 (1.e. out of 131.50 lakhs 77.21 
lakhs have been cleared). 

7. This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC. III/72 (0) Dated 27-9-1967], 



ANNEXURE 'A' 

MINISTRY OF RAILWAYS 

No. 67-ACIII 130 12. New Delhi, dated 4th May, 1967. 

The General Managers, 
All Indian Railways. 

Sub: Appropriation Accounts-Anncxure 'B'-Statement of under- 
charges detec~cd by .kc:mi-~ts and Audit-1954-65 (Pt. 11). 

In connection with the arrioulli of underchargs  detected by Ac- 
counts etc., featuring i n  Aiinexure 'B' t u  the Appropriation Accsunts 
for 1964-65, the Public Accounls Committee hqve remarked in their 
72nd Report that  rnorc effective ciiecks should be provided so that  
these undercharges are detected irrimcdiatcly and are not allowed to 
accumulat~.. Thc Board have c b ~ c r v e d  with concern :hat the amount 
of underchargcbs reported in the Appropriation Accounts for 1965-66 
also was appreciably higher than that fi,r t!ie previous t ~ v o  years 
and dcsi1.e t o  t ~ ~ i p h a s i s e  thc .r;port.ancc of thc: nrtcd far correct in- 
voicing of frc~lght 2nd othc\r charges a: the stations a t  initial stage. 
They, therrforr. rc i t~ ra t t :  tha t  suitnble sti>i>s should be taken to 
achieve this oh jwtive u r g ~ n t l y  particularly u-here payment of 
freight a n d  c~thcr ch.\rcrs is r n > d ~ ~  by credi: notes and warrants (c.f\ 
Board's letter Wo. TCT /1398!63/AR/Pt. dated 12.12.1963). In this con- 
text. at tmtinn is !nvited to tht: instructions contained in Rnard's 
letters No. 1XD.A'62 (Proc) I(;o!ds-TV dntcd 36.1 1.1966, 1.3.1967 and 
8.4.1967 i n  t l r p  mnttcr of e ~ p r i l i t i ~ i u s  c:tlculatlon nE t h e  amount  of 
undcrch:lrr~s and t h e i r  imrnrrlint*> a d 1 . i ~  t o  t he  stations etc. in  the 
ljght of the mechr~nisntion of Goods and P a s v n q ~ r  acwunting in- 
troduced on the Railways. 

2 Tht, 7 3 5 )  rd also dlwrc that ?he clearsnce made durinq the  
mon'hx of I7t !~ruarv  and March, 1967 out of the balance of under- 
chnrgw ctut\t,lnd~ng a s  on 31st March. 1966 should he advised to 
them nt  n r ,  cclrly dntc. 3150 indicatinq t h e  b n l a n c ~  still left there- 
from and  thc m r ~ s u r e s  tnkrn for further clearance. 

Deputy Dlrectot, Finance (Accounts), 
Railuwy Board. 



The Committee feel that tb8 omission on f i e  part of the tenderem 
in not supplying the samples a s  required under the terms of the 
tenders should have been noticed at the time of opening the tender 
en 15th September, 1964 and immediate action taken to call for the 
samples. They regret to note that samples were not immediately 
called at the time of opening the tenders. If that had been done, 
a period of 5 weeks which the authorities of the Chittaranjan LOCO= 
motive Works took in calling for the samples could have been saved 
The Committee feel that this period of avoidable delay of 5 weeks 
was one of the important contributory reasons which made the offer 
of the acceptable tender time-barred and thus enabled him to get 
out of his offer. As a result of that Government had to get tho 
material at  higher prices which involved avoidable extra expendi- 
ture of Rs. 2.57 lakhs. The Committee cannot but deprecate the 
careless manner in which this case was handled in the office of the 
Chittaranjan Locomotive Works. This clearly indicates that there 
was lack of proper supervision on the part of those who were res- 
ponsible for finalising the tender. The Committee are, however, 
glad to note that the matter was investigated and the persons re+ 
ponsible for mis-handling the case have been punished. 

The Committee are also not convinced that because of the b.r 
on the export of tapioca by the Government of Kerala, the tender 
bad to be treated as frustrated since there is nothing in the evidence 
to show that any effort was made by the Railway Administration 
b obtain enough material to meet their requirements either by 
negotiations with the Kc?rala Government direct or at Government 
level. The Committee lee) that had the administration made such 
an effort they would have been able to pc r s~~ade  the tenderer nut 
to increase the prices till the outronlc of their ncgotia!ions W- 
known. They desire that the Railwav Bawd should take neces.wrl 
action to avoid rc,~etition oC w c h  caw\  in future. 

(S. No. 14, Appendix XIXI to  72nd Report, 1966-67). 

Action taken 

The observations of the Committee are noted. Suitable instrue 
tions in the matter have been issued to  the Railway Administrations 
vide Railway Board's letter No. 67-B(C)-PAC/III/72 (14) dated 
31.5.67 (Annexure) . 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC /ITI/72 (0) Dated 10-7-BI]. 



ANNEXURE 

GOVERNMENT OF INDIA 

MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

No. 67-B (C) -PAC. I11 / 72 (14). New Delhi, dated 31st May, 1967. 

*The General Manager, 
All Indian Railways, 
D.L.W., 1,C.F. & R.E. 

+The C. A. 0. & C. E. 
D. B. K, Rly. Project, 
Waltair. 

'The Director General, 
R. D. S.  O., 
Lucknow. 

Sub: Rcc:)mmendation I 3 in the 72111 
Public 
Report 

d Report of the 
Accounts Committee (1966-67) on para 13(i) of Audit 
(Railways) 1966-Delay in  finalisation of tenders. 

Attent~on is invlted to para 13(i) of the Audit Report (Railways) 
1966 on the above subject. In  this case the order for the supply of 
the material (Dcs:rine) wa i  not placed on the acceptable tenderer 
within the pzriod of vnlidlty and the reasons for the delay as fur- 
nished dur ing  thi. evidcncc before the Public Accounts Committee 
are summed up in para 3.39 of the Committee's E n d  Report (ex- 
tract enclosed). 

While commenting on this case, the Public Accounts Committee 
have, apart from pointing out the  delay in calling for the samples 
in this case, made the following observations in para 3.46 of their 
72nd Report (Third Lok Sabha) :- 

"The Committee are also not convinced that because of the 
ban on the export of tapioca by the Government of 

----.-------- -- - -- 
*With 2 spawn. 

2CI 



Kerala, the  tender had to be treated as  frustrated since 
there is nothing in  the evidence t o  show that  any effort 
was made by the Railway Administration to obtain en- 
ough material to meet their requirements either by 
negotiations with the  Kerala Government direct or  at 
Government level. The Committee feel that  had the  
Administration made such an effort they would have 
been able to persuade the tenderer not to increase the 
prices till the outcome of their nqgotlations was known. 
They desire that the Rallway Board should takr  neces- 
sary actmn to avoid repct~tion of such caw.; in  future". 

2. The Board desxe that t l l c  above observation of the Committee 
ohoulci be noted and circulated for the ir;f~rmation of all officers con- 
nected wlth purchases. Thert is no rclason why t!ic period nf  vali- 
dity of tenders should not be fixed even initially with due regard to 
all circumstances of the case, and tendcrs f i n a l i d  w-ithin that  
period. 

As for the  Comm:tteeas .-uggcstions t h a ~  the Rallway sho~ild dir- 
ectly approach the government ~mposing restrictiuns on the supply 
of essential raw materials subsequent to :he o y n l n q  of tenders, the 
Board desire that the Railway shuuld, immediately In rl.ceipt of 
advice of such :! h?n 'rcstrictinn c.xp'nrc t l  t. :w.;c<b 1.;. o f  !npct,i~g 
the  Railway's requiremenk; by :ipproach~ng tthc st:>:(. qovtlrnment 
direct for a relaxation of  the ban 111 the Prailu~~v's f ;c\w~r If the 
state government agree>, the successful party may br hclprd to Fro- 
cure the requlred quantity of raw ma:er~nl fmm thr s t ; rk on the 
Railway's recommcndatlon If, howevr.r, thr  raw material can be 
issued by the Statr Government onlv to thr  Railway a n d  not the 
tendercrs, the questlo? nf callinq fresh t e n d ~ r s  on t h r  ba5is of free 
supply of the raw material items shnl.ild hc considered. Thc condi- 
tion suqgested hv the Committer in thr  penultimate sentence of 
their recommendation about the prirv bc~inr lw?t a t  the tendered 
rate should tw carefully noted and enforced where it is proposed to 
finalize action on the basis of the original tender. 

3. Please acknowledge receipt. 

Directur, Railway Sfoier, 
Railway Board. 

NO. 67-B (C) -PAC. UI172 (14). New Delhi, dated 31 May, 1W. 



Copy to: 

1. The General Manager, C.L.W., Chittaranjan for future guid- 
ance, with reference to paras 3.36 to  3.46 of the 72nd Report of the 
Public Accounts Committee (1966-67) (With 2 epares). 

2. The A.D.A.I. (Rlys), New Delhi, with reference to Recom- 
mendation No. 14 contained in the 72nd Report of the Public Ac- 
counts Committee (1966-67) (with 40 spares). 

Director, Railway Stores, 
Railway Board. 

Extract of para 3.39 of the 72nd Report of the Public Accounts Com- 
mittee (1966-67). 

The Committee desired b know the reasons for the delay of 5 
weeks in asking the tenderer to supply samples. The representative 
of the Railway Board stated that the tender was opened on the 15th 
September, 1964 and it was on the 23rd of the same month that they 
were able to tabulate the prices and the conditions that had been 
lndlcated in the quotations received. While the tabulation was be- 
ing done, they had also obtained the freight rates from the Eastern 
Railway. In view of the fact that the suppliers had indxated that 
they would be supplying the materials a t  different points, the frei- 
ght also had to be added to get a comparative idea of the total cost 
that would have to be incurred. Thereafter it was discovered that 
out of 11, only four tenderers had supplied samples, in spite of the 
fact that w h ~ l e  calling for tenders it had been specifically mentioned 
that samples must be submitted in such case. This case was put up 
to the officer concerned. In the meantime, this particular file got 
misplaced by the Stores Clerk concerned and the intervening 
perlods were Durga Puja holidays. I t  was only after the Durga Puja 
holidays that the letter was issued to the various suppliers for the 
supply of samples. This period of five weeks was being counted 
from the date when the tenders were opened. but there was an ini- 
tial period when the tabulation was being done. The tabulation was 
completed on the 23rd September. 1964 and after one month of that 
on 23rd October, 1964 i t  was discovered that a n  the samples were not 
received from all the tenderers. During the period of one month, 
-10 days consisted of Durga Puja holidays and 3 d a y  after the holi- 
days, the letter calling for samples was fssued. In reply to a ques- 
tion: the witness stated that the matter was investigated and res- 
ponsibility flxed on the p e m s  who weIp handllng the cases and 
they had been p~nf~hed. 



The Committee regret to find that it was because of lack of co- 
ordination between the D.G.S&D and the Railway Administration 
that there was considerable delay in halising the tender and thls 
delay ultimately led to an extra expenditure of Rs. 25,855. Tho 
D.G.S.&D. should have given full technical data to the Railways 
when acceptance of Railways was asked for the deviations in spcci- 
fications. The Railways should also have not taken 13 weeks or so 
in communicating their acceptance. The Committee hope that there 
will be better coordination amongst the concerned Ministries/Depart- 
menfs in future and that such cases will not recur. 

(S. No. 15, Appendix Xm to 72nd Report, 1966-67). 

Action taken 

The observations of the Committee are noted. This has been seen 
by Audit. 

[O.M. No. 67-B(C)-PAC. 111172 (0) dated 10-7-19671. 

MINISTRY OF WORKS, HOUSING & SUPPLY 

The observation made by the Committee has been noted. 

[No. 43 (5) /66P1 dated 15-6-1967]. 

MINISTRY OF RAILWAYS 

Recommendation 

Para 3.64 

The Committee regret to note that the Bailway Board could sot 
fbalise the itemwise distribution of imported steel items tor which 
global tenders were invited within the period the lowest offer was 
open for acceptance even though they were aware that the overseas 
supplier was not prepared to extend the delivery period beyond a 
certain date. As a result they had to obtain certain Items of steel 
at  higher price than what was offered by the lowest tenderer. The 
Committee desire that the aailway Board should take suitable steps 
to ensure that tenders d such nature am procersed more expediti- 
otlsly a ~ d  wUhin the pre~rfbed time lbk, to avoid t 4  possibility 
.t loss due to the validity period of tbe tender arplrbnsl, 



Para 3.67 

The Committee feel that the Railway Board could have saved 
some valuable time by seekiag all the clarifications a t  one time ins- 
tead of in piecemeal. In this way they could have reduced the period 
of two months which they otherwise took in finalising the tender. 

Para 3.68 

The Committee hope that the Railway Board would issue instruc- 
tions for the expeditious processing of such tenders in future so 
that piecemeal clarifications are not sought from tenderers. 

[ S .  No. 16 & 17, Appendix XI11 t o  72nd Report, 1966-67). 

Action taken 

The Committee's observations have been noted and suitable ins- 
tructions issued (Annexure). The Mmistry of Railways would, 
however, respectfully submit that the finalisation of the tender was 
done promptly enough in the first case, i,e. within 36 days after the 
opening of the tender, against the validity period of 60 days stipula- 
ted in the tender notice. The subject firm made it virtually impossi- 
ble for the Railway Board to accept their offer for the 29 items in 
question by the delay in glving clarifications and in the withdrawal 
of unacceptable conditions and also by granting piecemeal short ex- 
tensions of the validity period which they had initially kept unduly 
short. - - f  

This has been seen by Audit. 

[O.M. No. 67-B(C) -PAC./III i72(0) dated 19-8-1967.1 



ANNEXURE 

MINISTRY OF RAILWAYS 

No. 67-B (C) -PAC/III/72 (16-17). New Delhi, dated 29/31-7-1967, 

The General Managers, 
An Indian Railways, 
C.LW., D.L.W., I.C.F., R.E., 

& C.A.O. & C.E., D.B.K.R. Project. 

The Director General, 
R.D.S.O., 
Lucknow. 

Smr: RecmnmenduCions No. 16 & 17 of 72nd Report of the 
Public Accounts Committee-Need for finalisation of ten- 
ders &.thin the validity period. 

Commenting on para 14 of Audit Report (Railways) 1966 in 
their 72nd Report, the Public Accounts Committee have, inter a h ,  
observed (i) that i t  should be ensured that tenders are processed, 
expeditiously and within the prescribed time limit to avoid the pos- 
sibility of loss due to the expiry of the validity period of the tender, 
and (ii) that clarifications should not be sought piecemeal from tend- 
erers. 

2. The Board desire that the above observations of the Committee 
should be carefully noted and would draw the Railway's attention 
to the letters Nos. (1) 66/777/RS(G), dated 13th February 1960, 
(2) 61B (C) /E/43 dated 19th March, 1962, (3) 65PAC/III/32 (29-30), 
&ted 14th May, 1965, (4) 65-B (C) PAC/TII/32 (29-30), dated 2nd 
June, 1965, issued from time to time in which the need for avoiding 
delay in the finalisation of tenders had been stressed. The Board 
particularly deeire that, as recommended by the Public Accounts 



Committee, wen in cases where the pew of validity quoted fr lem 
than the period notified by the Railway in the tender document.. 
every effort should be made to persuade the tenderer to eltend the 
validity period suitably and also decide on the offers within the limi- 
ted validity period itself. Further, the scrutiny of the terms and 
conditions offered by all the tenderers should be done in all detaiLe 
at the initial stage itself, so that all the information necesaq for 
consideration of offers is called for at one time and leaving no occa- 
+sion for seeking further extensions in regard to any one of the of?ers 
at a later stage, on this account. 

Dy. Director Finance (BC), 
Railway Board. 

No. 67-B (C) -PAC/lTI/72 (16-17). New Delhi, dated 29/31-7-1961. 

Copy (with 40 spare copies) to A. D.A.I. (Railways), New Delhf. 

Dy. Director, Finunce (BC), 
Railway Board. 

Recommendation 

3.122. From the evidence. the Committee And that even thoagh 
i t  was general rule in all the railways to recover crane charges from 
the consimors and the consignees. the Central Railway tried to 
realise the same from the contractor also and incorporated a pro- 
vision to that effect in the aereement, which later on was contested 
by the contractor and the Railway lost their case both before the 
arbitrator and also in the High Court on the grounds of equity and '  
because of defective wordings of the agreement. Since a clause 
toward realisation of crane c h n y e s  from the contractor was provid- 
ed in the contract: it would have been prudent for the Central Rail- 
way Administration to obtain legal advice beforehand as recovery 
on account of crane charges wab being made from the consignors and 
consignees in all such c a w \  including in this case. The Comn~ittcc 
regret that t t A  essential aspwt was not given due thought evcn 
when the contractor protested in September. 1958. If the lcgnl 
advice was obtained in time, the Conunittee feel that a great part of 
the amount of Us. 59,000 which was awarded by the arbitrator three 
years later, could have been reduced, substantially. either by termi- 
nating the contract or bv amending the provisions of the contract 
suitably. The Committee hope that the Railway Administnt io~ 



would be more careful in future in such cases. The Bailway Admi- 
nistration should also ensure that before any agreement is entered 
into with any party, all the provisions of the same are spelt out in 
clear and unambiguous terms. The Committee also feel that the Rail- 
ways should have asked for two rates-one with supply of cranes 
and other without that while inviting tenders initially in this case. 
This would have avoided later controversy as it arose in this case. 

3.123. The Committee are not convinced with the arguments put 
forward in defence of the delays of 2& years in this case, and they 
feel that much of the delay could have been avoided, if prompt action 
was taken at appropriate stages. 

(S. N o .  21 Appendix X X I  to  72nd Report, 1966-67). 

Action taken, 

.Pam 3.122. 

The observations of the Committee have been noted and brought 
to the notice of the Railway Administrations also for future 
guidance. 

Para 3.123. 

The observations of the Committee are noted for future guidance. 
Necessary instructions have also been issued in the matter vide Rail- 
way Board's OWce Order No. 49 of 1967. (Annexure). 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC/m/72 (0) dated 198-1967.j 



ANNEXURE 

MINISTRY OF RAILWAYS 

. OFFICE ORDER NO. 49 OF 1967. 

In the recent past, cases of delay in the Board's office in  arriving 
at decisions on references made by Railways extending over two 
years have been reported in the Railway Audit Report and commen- 
ted on adversely by the Public Accounts Committee. On a scrutiny 
of two such cases, it has been observed that the final decision was 
delayed owing to piecemeal collection of information required for 
examining and deciding the issues. These casea indicate the need 
for examining the issues raised by the Railway Administrations ex- 
haustively even a t  the initial stage so that further information re- 
quired on possible details could be obtained in one lot instead of in 
stages and thus delaying the decision. I t  is desired that this aspect 
should invariably be borne in  mind in dealing with cases, particular- 
ly references received from the Railway Administrations calling for 
approval of or a decision by the Board This would incidentally also 
help in adhering to the time-limit prescribed for disposal of referen- 
ces from Railways etc. in Office Order No. 32 of 1964. 

[Case No. 67 J'OBM '31 dated 12-7-1967]. 

All Officers & Branches of Board's Ofllce (10 spares to G/Acc. 
Branch). 

Copy with 70 spares to B (C) Branch. 

Copy with 20 spares to O&M Unit. 

Recommendation 

The Committee find from the notes that the Chittaranjan Loco- 
motive Works had requested the foreign firm on 6th April, 196.2, to 
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obtain competitive quotations for the supply of 12 items of crimping 
tools from the U.K. and Phe continental firms to be purchased through 
the foreign firm. This was, however, met with a delayed reply from 
the firm. They gave one quotation and requested the Chittaranjan 
Locomotive Works to make purchase directly. The Legal Adviser to 
the High Commissioner in London had held that "this inability to 
perform the contract fully constituted a breach of contract on the 
part of the foreign firm" and the Railway Administration "would have 
been justified in rescinding the contract on such breach". The Rail- 
way Board, Bowever, terminated the contract by giving six months' 
notice w.e.f. 31st May, 1963. 

The C o d t t e e  feel that if the Railway Board had taken timely 
legal a d d  an  16th April, 1962, when they had first received the inti- 
mation r e d *  the firm's proposal to go into voluntary liquidation 
and keeping in view the breach of contract-mmmitted by the firm, 
the Railway fisud would bave been in a better position and the 
a m o u t  af raoney wbich was paid to the firm owing to legal implica- 
tions could have been minimised. 

(S. No. 22, Appendix XI11 to 72nd Report, 1966-67). 

Action taken 

The observations of the Committee are noted. 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC III/72 (0) dated 19-8-196q. 

In this case the Committee feel that even though the increase in 
the quantum of earth work done at the Itarsi end was caused due 
to the unexpected resistance of the landlord to allow the Railwny 
to make use of his land, the increase on the other end of the bridgc 
where the work was done with better type of soil, could have been 
foreseen and this was also the case with the work done at Juneta. 
The Committee feel that if the etirnates of work done at these two 
sites were correctly made and tenders were invited on that basis, 
the Railway Administration could have got better competitive rates. 
The Committee are not inclined to accept the plea that reinviting of 
tenders would have been in all cases disadvantageous to the Railway 
Administration. Even though in the present case the Administration 



meceeded in reducing the rates quoted by the contractor thro- 
negotiation, yet the Committee feel that such a practice of U n g  of 
contract rates through negotiation should be utilised sparingly, with 
utmost caution and under proper supervision and the practice of 
inviting tenders should not be dispensed with. The Committee also 
feel that it would have been more appropriate for the ltailways to 
call for fresh tenders when the quantity of earth work increased from 
50,000 cft. to 55 lakhs cft. under item No. 2 mentioned in the Audit 
para. Alternatively negotiations should have been carried out with 
all the original tenderers and not with one tenderer only. 

(S. No. 23, Appendix XI11 to 72nd Report, 1966-67). 

Action taken - 

The observations of the Committee are noted. In this connection 
attention is invited to this Ministry's detailed reply to the Commit- 
tee's observations contained in paras 3.150 and 3.151 (Recommenda- 
tion S1. No. 24) and the instructions issued to the Railway Adminis- 
trations as referred to in that reply. 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC.IlI/72 (0) , Dated 11-12-1967] 

Recommendation 

Para 3.150. 

The Committee fail to understand how the South Eastern 
Railway could finalise a contract on 5th August. 1963 on the assump- 
tion that a normal hump would be provided in the Nimpura yard 
when they themselves approached the Railway Board almost imme- 
diately thereafter on 31st August. 1963 that it was essential to provide 
a mechanised hump there. Moreover, the expectation of the Railway 
Administration that it would be easy to switch over and the process 
would not entail much variation does not appear to have been formu- 
lated on sound technical advice because the whole scheme could not 
be finalised before November, 1M.  As a result of sudden change 
in the Plan, the cost of the work had gone up from Rs 3.55 crores to 
Rs. 5.3 crores. Though it had become apparent to Railway Adminis- 
tration in August. 1963 that as a result of increase in tbe quantities, 
this contractor became the highest among the tenderers, the extra 
work was allowed to  be executed by him. The Committee unders t~nd 
from Audit that neither fresh tenders were invited nor attempts were 



made to negotiate with all the original tenderers and the negotfatiolur 
were confined to the existing contractors only. 

The Coinmiittee feel that there was no justiiication for the Railway 
Administration to finalise the contract on 5th August, 1963 when the 
Administration were well aware that it would undergo substantial 
changes as a result of their own proposal for the provision of mecha- 
nised hump. The contract, as an alternative, should have envisaged 
the provision of a mechanised hump in so far as the earth works were 
involved. The Committee would strongly urge upon the Ministry 
that in all cases where the work varies substantially from the esti- 
mates and if calling for fresh tenders is not considered advisable ade- 
quate opportunities should be given to all the original tenderers to 
offer rates for the revised work instead of negotiating the rates witb 
the existing contractors only. The Committee would like the Rail- 
way Board to issue suitable instructions in this regand. 

(S. No. 24. Appendix XI11 to 72nd Report, 1966-67). 

Action taken 

The observations of the Public Accounts Committee in paras 
3.150 and 3.151 of their 72nd Report have been noted and they have 
also been brought to the notice of the South Eastern Railway Ad- 
ministration for their guidance. The Ministry of Railways have 
also carefully examined the substantive recommendation made by 
the Committee and have issued comprehensive instructions to the 
Railway Administrations detailing the procedure to be followed in 
dealing with the tenders for works at  different stages vide letter No. 
67-B (C) -PAC I I11 / 72 (24) , dated 29-1 1-1%7 (enclosure) . The Minis- 
try of Railways, however, respectfully submit that in the said in- 
structions the Railway Administration have had to be given the 
discretion to negotiate with the existing contractor in cases where 
a second agency cannot be brought in to complete the additional 
work which become necessary subsequent to the award of the origi- 
nal contract. I t  is considered necessary to do so in view of the prac- 
tical difllculties that the Administration may have to face in imple- 
menting the Committee's recommendation in toto while executing 
various works, as briefly explained below. 

When it is found after contracts have been awarded and work is 
already in progress that there are likely to be suhtantial  variations 
from the quantities of work originally estimated (and on the basis 



of which the tenders were comidereti and decided), it may not aL 
ways be practicable to bring into the working area a second contrac- 
tor for carrying out the additional quantities of work found necessary. 
There would al'm be cases, namely earthwork wntracts, where while 
the total quantity of work remains substantially the same, there may 
be su:bstantial variations in the cost of the work, due to the break-up 
of the quantities under the various classifications of soils, being 
different from that estimated at the time of letting out the contract; 
in such cases also, i t  would not be practicable to call in a second con- 
tractor for executing only those items of earthwork where the vari- 
ation in quantities is appreciable. If the original contractor has al- 
ready made substantial progress wlth the works in the entire area 
covered by the contract or when the whole work is concentrated 
physically within a small area, experience shows that the entrustment 
of the additional quantities of work to another contractor at the same 
time wculd not only lead to a degree of competition for the labour 
force between the two contractors but would also complicate the mea- 
surement of work done by each of them. If the Committee's recom- 
mendations are to be implemented in such cases there would be no 
alternative to the Railway but to either cancel the original contract 
or to wait till the existing contractor finishes the work under the ori- 
ginal contract and then invite fresh tenders for the balance quanti- 
ties. Cancellation before the contracted work is completed would 
invariably result in claims from the existing contractor. The alter- 
native of waiting till the original contract is executed f u l ! ~  would re- 
sult in delay in the completion of the work. The practical difficul- 
ties in measuring the work would be there under both the alterna- 
tives. Hence, if i t  is not considered practicable in a particular case 
to introduce a second agency, the only course left to the Railway 
will be to try to negotiate fresh rates for the increased quantities 
with the existing contractor. 

2. The instructions issued to the Railways, however, make it per- 
fectly clear that if the progress made by the original contractor and 
the nature and layout of the work is such that the Railway Adrnin- 
istration finds it is practicable to bring in a second agency to carry 
out the additional quantities of work, one or other of the alterna- 
tives proposed by the Committee should be implemented. 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC.m/TL (0): Dated 11-12-196'73 



ENCLOSURE 

MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

No. 67-B (C) -PAC.IIIJ 72 (24). New Delhi, dated 29-11-1967. 
*The General Managers, 
AIl Indian Railways including 
C.L.W., D.L.W., L.C.F., and 
Railway Electrification. 

*The Chief Administrative OfEcer & 
,Chief Engineer, 
D.B.K. Railway Projects, 
Waltair. 
*The Director, General, 
R.D.S.O., 
Lucknow. 

Sw.: -Ptocedute in dealing with large excesses over the estimated 
cost of earth wmk eontraets a8 a result of developments 
subsequently to the award of conlnacts. 

In recent years audit has criticised several cases in which due 
t o  developments after the award of the co~tracts,  there were large 
variations from the estimates on which earth work contracts were 
let, and h e a w  extra expenditure was incurred in the execution of 
the extra quantities of earth work and these extra quantities were 
executed by the same contractor without the Railway Administra- 
tions testing the market once again. The later developments leading 
to the increase in quantities of earth work and consequently in the 
monetary value of the work arose either because the scope of the 
work was revised significantly after the contract was awarded or be- 
cause of change in the composition of the contracted work in terms 
of quantities, say, as between earth work in formation and earth 
work in cutting or between earth work by head lead and by carting, 
o r  due to variations in the lead, or due to variations in the quanti- 
ties under the various classifications of soils. Arising from two 
cases in the Railway Audit Report 1966, the Public Accounts Com- 
mittee have observed that, where the quantities of work vary sub- 
stantially from the original tender, the Railway should call for 
fresh tenders, and that, if the calling of fresh tenders is not con- 
sidered feasible, adequate opportunities should be given to all the 

With 5 spare Copies each 



ori.&ilral tenderere to offer rates for the revised items of work, in, 
stsad Od negotiating tSrcL tat@ R I y  with the contractor who is doing 
the work 

2. In the light of the various cases mentioned in the Audit Report 
recently and the observations of the Public Accqunts Committee 
quoted abwe, the Railway Board desires that the Railway Adminh 
trations should be guided by the following broad general principles 
while dealing with tenders for works at different stages, in order to 
ensure that the most economical rates are obtained, consistent with 
the nature of the work and the practicability of its execution through 
more than one agency:- 

(a) Planning for the work should invariably be done with 
adequate care and in suf3cient detail even in the initial 
stages and the final scope of the work should be fully 
determined before tenders are invited. This aspect k, 
most important as it is considered that large variations in 
the quantities generally result mainly due to inadequate 
initial planning. Proper scrutiny of the estimates should 
precede the invitation of tenders to ensure that clerical 
mistakes have not crept into the basic calculations of 
quantities, necessitating large scale revision of the quan- 
tities at a later stage. 

(b) After the award of the contract, if ,  due to unavoidable 
circumstances, the initial quantities are expected to vary 
substantially, a check should be made immediately by 
comparing the value of the revised work as per the rates 
quoted by the original tenderers to determine whether the 
decision to award the contract to the particular ,tenderer 
is vitiated by the variations in the quantities. Whether 
the quantities have varied substantially or not should be  
determined in accordance with Board's letter No. 63/WII/ 
CT/4, dated 6th May, 1963 (Annexure). If such a varia- 
tion of the award of the contract as between tenderers is 
noticetl, the Railway should immediately examine with 
reference to the progress of the work on the original con- 
tract and the nature and layout of the work, whether it ia 
practicable to bring in a new agency to carry out the ex- 
tra quantities of work. If this is not practicable the rea- 
sons for the same should be recorded and approved by 
the competent authority. Prompt action should also be 
taken to obtain the sanction of the competent authority 
to the excess in the contract value/estimate as a result of 
increase in the quantities. 



. (c) If i t  is found that there wiU be no serious practical tiif& 
culties in getting the additional quantity of work done by 
another agency, one d the following two altematfves as 
found feasible may be adopted:- 

(i) inviting fresh tenders for the extra quan'tities; 

(ii) negotiating the rates for the extra quantities not only 
with the existing contractor but also with all the other 
tenderers who had initially quoted for the work. 

(d) If however, in the circumstances mentioned in (b) above 
it is decided by the Railway Administration that a second 
agency cannot be brought in, negotiations should be car- 
ried out with the exiating contractor for arriving at a rea- 
sonable rate for the additional quantities of work. 

3. The above instructions should be brought to the notice of all 
concerned. Receipt of this letter should be acknowledged. 

J t .  Director, Civil Engg., Railwmj Board. 

ANNEXURE 
GOVERNMENT OF INDIA 

MINISTRY OF RAILWAYS 

No. 63 WIIl CT 4. New Delhi, dated 6th May, 1963. 
The General Managers, 
All Indian Railways including 
C.L.W., D.L.W.. I.C.F. and 
D.B.K. Railway Project. 

The General Manager & Chief Engineer, 
Railway Electrification Project, 
Calcutta. 

SUB: -General conditions of Works Contract. 
A case has been referred to the Railway Board by a Railway in 

which one of the contractors has challenged the right of the Rail- 
way to vary quantities of items in a certain work beyond reasonable 
extent from those indicated in the tender document. In the caee in 
paint, the quantitlee of certain items of work have increased by more 
*an 100 per cent and some of the i t e m  of work on the other hand 
have been altogether deleted, even though provided in the schedule 
accompanying the tender notice, It was stated by the Railway that 
generally Ispeaking, in a works contract variations in quantities bet  



ween 15 per cent antl 25 per cent, depending upon the merits of each 
case, should be coneidered as reasonable and beyond this as unrea- 
sonable and not falling within the scope of the contract. In holding 
this view, the Railway was guided by clause 6 of the Indian Railways 
Standard Conditions for Running Contract for Stores given as Ap- 
pendix I11 at page 523 of the Indian Railway Code for Stores De- 
partment. 

2. The matter has been examined in consultation with the Minis- 
try of Law, Government of India, and the Board have been advised 
that the word 'approximate' connotes a quantity aa near as possible 
to the quantity specified. In other words, it may be a little more or  
a little less than the quantity specified. But no rigid rule can be 
prescribed as 30 what should be reasonable limits of such increase 
or decrease. The extent of such reasonable limit of .increase in a 
wnrk5 contract may not be the same in every case. It would depend 
on the nature of works contracted to be done. Perhaps a variation 
between 15 per cent and 25 per cent depending on the nature of the 
pc?rticular category of work to be done would not be unreasonable. 

3. The Railway Board desire that the above' advice may be kept 
in view while disposing of cases of similar nature, in consultaticn 
with your F.A. & C.A.O., on the merits of each case. 

Joint Director, Civil Engineering, Ra i210a:l B o n d .  

3.187. The Committee had expressed their anxiety over a majority 
of cases referred to arbitration going against the Railways in para 30 
of their 32nd Report (Third Lok Sabha) and in para 3.39 of their 53rd 
Report (Third Lok Sabha). They are perturbed to land that in this 
case also the award of the arbitrator went against the Railways. The 
Committee would like the Railway Administration to have this case 
examined thoroughly once again to see if there were grounds on 
which the award of the arbitrator could be challenged successfully. 

3.188. From the statement furnished at the instance of the Com- 
mittee, (Appendix Vm), they find that even the provisional figures 
of cases referred to Arbitration during the last five years (lS1-62 to 
1965-66) disclose that out of 737 cases, only 119 were decided in 
favour of Railways as against 459 in which amounts were awarded 
to contreetors while 158 cases are still pndiag. These figurea indl- 
cate an unsatisfactory state of atlairs. The Committee would bowever 
tike to await the m u l t  of detailed study and review being made at 
present by'the Etacfency Bureau of the Railway Board om thb ques- 
tion. They would l&e to be informed, in doe course, of the bdings 



d the E#ldeacy Bureau, and the actim initiated thereon to improve 
the position. 

S. No. 27, Appendix XI11 to 72nd Report, 1966-67). 

Action Taken 
Para 3.187. 

The case has been thoroughly examined again by the South East- 
ern Railway Administration in consultation with their Law Oficer. 
A copy of his opinion is attached Annexure 'A'. In view of the fur- 
ther arguments advanced by the Law Officer in support of the pre- 
vious legal opinion on the basis of which the Railway Administra- 
tion satisfied the awards of the Arbitrators, it is submitted that the 
Railway Administration do not have valid grounds for chdlenging 
the awards of the arbitrators. 

Para 3.188. 
The Study in question has since been completed by the EfEciency 

Bureau. and a copy of their concludons and recommendations is 
attached Annexme 'B'. These have been generally accepted by the 
Railway Board and the individual recommendations are under detail- 
ed examination with a view to issuing suitable instructions to the 
Railway kministrations. 

This has been seen by Audit. 
[O.M. No. 67-B ( C )  -PAC-111172 (0) , &tea 10th October, 196'71. 

ANNEXURE 'A' 

Copy of Law Oficer South Eastern Railway's opinion dated 3-5-1967 
"I have re-examined the suit No. 966 of 1960 out of which matter 

No. 255 of 1963 arose ;l:!~ich related t 3  Agreement No. 75/CON/SER/ 
56 between M/s. Ganesh Corstruction Co. and Union of India. The 
suit which was filed by the contractor was stayed on an application 
under section 34 of the Arbitration Act by the Union of India; by 
an order of the Calcutta High Court and matter No. 255 of 1963 was 
thereby originated, In  the said suit a sum of Rs. 3,90,059 was claim- 
ed by the contractor and the same amount was z~ferred to the ar- 
bitration of Shri A. N. Bhattacharjee as sole arbitrator by the High 
Court. In the statement of claim fled before the learned Arbitrator 
the c o n t r a c k  submitted an additional claim amounting to 
Rs. 6,15,388 which was objected to, by the Union of India on the 
ground that the claim did not form part of reference of the claim 
as per orders of the High Court. The learned arbitrator did not 
take any notice of the additional claim and examined tbe claim 
which was &erred to him Yiz. 3,90,059 and published an a w ~ d  of 
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Its. 2,34,200 in favour of the contractor. The said amount was paid 
to the contractor without challenging the award. Thereafter the 
contractor made another reference to the Hon'ble High Court for 
reference of his additional claims of Rs. 6,15,388 to arbitration and 
the learned Court made an  order of reference to the same arbitrator 
Shri A. N. Bhattacharjee. 

In  the arbitration proceedings a point was taken as preliminary 
objection that the entire claim of the contractor was barred by the  
law of limitation and also under order 2 Rule 2 of the Code of Civil 
Procedure and the learned arbitrator was requested to refer a special 
case for opinion of the court on the question of law as referred to 
above. The learned Arbitrator rejected the prayer of the Union of 
India and gave an award of Rs. 95,700. Thereafter, the question 
arose whether the second award viz. Rs. 95,700 will be challenged 
on the ground of misconduct on the part of the arbitrator for his 
failure to make a reference by way of a special case for opinion of 
the Court and there was a mistake of law which was apparent on 
the face of the award. The question was examined both by this 
office and the Railway Solicitor. 

I t  was considered that a reference to Court by the Arbitrator for 
opinion undcr section 13 (b) of the Arbitration Act is discretionary 
on the part of the Arbitrator. The arbitrator cannot be compelled 
to  do so-AIR 1951 CAL 230, AIR 1957, CAL 692, AIR 1956, CAL 
476. I t  was held in a number of cases that an arbitrator is a judge 
both of law and of fact and his decision cannot be challenged on  
merits. I t  was therefore difficult to contend that the claims in the 
second arbitration were barred under order 2, rule 2 C.P.C..especiaE 
ly in view of the fact that the second reference was made by the 
Court which amounted to granting of leave for making out a subse- 
quent claim on the self same transaction. 

From the aforesaid facts i t  was clear that there was no e m  
apparent on the face of the award which might have called for any 
interferenm by the Court. I t  mav be noted in this connection that 
the Arbitrator necd not formally express the decision on each point 
of law placed before him a t  the time of proceeding in the fonn of a 
judgment which is usually given by a Court (A.I.R. 1963 S.C. 1677). 
The fact that the arbitrator has given the award would imply that 
the arbitrator decided that the claim was admissibl? to the claimant 
and the same was not barred either by the law of limitation or  under 
order 2, rule 2, C.P.C. 

Analysing the above position of law it was decided not to chal- 
lenge the award. The prospect of success being bleak, it would in- 
volve infructuous expenditure. The same position of law &. that 
1852 (Aii) L.S.-4. 



there was no emr  apparent on the face d the award also appliee 
to the award given by Shri N. S. Tyabji, Sole Arbitrator, in disputes 
between the self same parties in Agreement No. 491/CON/SER/W 
which was referred to arbitration by the Calcutta High Court in 
suit No. 1472 of 1963. I t  may, therefore, be contended that there was 
sufficient justification to allow the said awards unchallenged". 

ANNEXURE 'B' 
Conclusions and Rcmmendations contained in the Railway Board's 

Eficiency Bureau Study No. 411967 on Arbitration cases on 
Indian Railways. 

(May 1967) 

5.01. Various conclusions drawn in this study are given below for 
ready reference. Where necessary the reference to paragraph num- 
ber of the study has been given at the end within brackets. 

1. In the period 1960-61 to 1965-66 the percentage of contract. 
cases pertaining to Civil Engineering Department which 
were accepted for arbitration as compared to the number 
of contracts entered in that year has come down to 2 per 
cent in 1965-66, which is almost the lowest figure in this 
period. (Para 2.02). 

2. For the Civil Engineering contracts the percentage of cases 
which are referred to Arbitration and go substantially 
against the Railways has been gradually coming down 
and was 56 per cent only for the year 1965-66 as compared 
to 90 per cent for the year 1965-66. (Para 2.04). 

5.02. Various recommendations drawn in this study are given be- 
low for ready reference. Where necessary the reference to para- 
graph number of the study has been given at the end within brac- 
kets. 

1. Existing clause 17 (2) of the General Conditions of contract 
requires to be slightly modified to cover certain contin- 
gencies as indicated in para 3.06 for which a fair and rea- 
sonable extension of time should be allowed for by the 
Railways. 

2. Certain administrative instructions should be issued in re- 
gard to application of the penalty under clause 17(4) so 
that its application is done on an equity basis. The ceil- 
ing to the penalty leviable under this clause may also be 
specified as 10 per cent of the contract value. (Para 3.07). 



3. Clause 62 (1) of General Contiitions of Contract should be 
modified to make clear the method of assessment of the 
excess cost on determination of the contract chargeable 
from the contractor. A simplified and quick method of 
this assessment has been suggested in paragraph 3.08. 

4, Decisions for taking action under Clauses 17(4) and 62(1) 
should not be taken at a level lower than that who signed 
the contract on behalf of the President. (Para 3.09). 

5. It is recommended that cnnfidmtial reports on mntraetnm 
(in the proforma in Annexure 111) are made every year 
and necccsary departmental action taken on the basis of . 
these reports. (Para 3.09). 

6. Certain modifications to clause 39 of General Conditions of 
Contract and corresponding departmental instructions 
should be made for finalising special item rates expedi- 
tiously. (Para 3.10-a) . 

7. Certain mddifications as suggested in para 3.10(c) should 
be made in clause 63 of the General Conditions of Contract 
to cover the measurements and classification as "excepted 
matters". 

8. The limit for appointing joint arbitrators should be raised 
for claims upto Rs. 3 lakhs instead of claims upto 
Rs. 50,000 at present with suitable modification in clause 
64 of General Conditions of Contract. (Para 3.104) 

9. The items of earthwork classifications in various categories 
payable at different rates should be limited to a practical- 
ly workable limit to avoid any ambiguity in interpretation 
and classification due to subtle differences. Certain guide 
lines have been included in para 3.11 (a). 

10. Method of assessment of quantities of soil for various classi- 
fication should be included in the special conditions of 
contract for clarity and uniformity of practice. Certain 
guidelines have been indicated in para 3.11 (a). 

.. The description of the items of work should generally 
include all lead for various materials to be supplied by 
the contractor to avoid any disputes on account of diffm 
ence of lead that was actually involved at the time ex* 
cution of work from what would have been foreseeable at 
the time of tendering. (Para 3.11-b). 



12. When a decision regarding change of site of work is takerm 
subsequent to tendering, the applicability of the rates al- 
ready tendered or accepted should be examined afresh 
and settled before execution of works. (Para 3.11~). 

13. Xn cases of various items of work about which there can 
be likelihood of more than one interpretation in respect 
of the method of measurement (some examples of which 
are given in para 3.11d) the detailed method of measure- 
ment should be included as part of special conditions of 
contract. 

14. A Committee of officers in the headquarters of the Rail- 
way should review cases of such ambiguity and necessary 
administrative instructions can be issued to avoid any mis- 
interpretation in future (Para 3.lld). 

15. Stress should be laid on prompt execution of supplemen- 
tary agreements as socm as variations in quantity of 
works provided in the original agreements are anticipat- 
ed. Administrative measures, some of which are enume- 
rated in para 3.11 (e), should be taken Lor this purpose. 

16. For all major contracts, agreements should include Sche- 
dule of Items operatable under the contract indicating ap- 
proximate quantities against each such items. (Para 
3.11e). 

17. The special conditions of contract should specify the place 
where various materials to be supplied by the Railway 
are to be handed over to the contractor and should cover 
all lead and lift from that place to the site of work at the 
expense of the contractor. (Para 3.11f). 

18. All items of work in the Schedule of Rates should have 
corresponding details in the Railways' Standard Specifi- 
cation or in the specifications as part of special conditions 
of contract to avoid any wrong interpretatian. (Para 
3.11g). -, I 

19. The issue of materials to the contractor whenever such a 
supply is to be made by the Railway should be fairly well 
regulated and controlled vis-a-vis the quantity of work to 
be done where such materials are to be used. (Para 
3.11h). 

20. Certain amplifying instructions to clause 33 (1) of Gene- 
ral Conditions of Contract should be made to hold the 
contractor responsible for any issue of the material drawn 



by him for uoe on Railway works in excess to the require- 
ment for the works. Guidelines of such modification are 
given in para 3.11 (h) . 

21. It is suggested that settlement of dispute in a contract may 
be made by a committee of officers with necessary dele- 
gation of powers as suggested in para 4.03. 

22. Where the defence is likely to be assisted by the o5cers 
who have been incharge of a work (administrative and 
executive officers and inspectors) they may be associated 
in the preparation of the defence when the cases go to 
arbitration. For this purpose an incumbancy register 
should be maintained for construction works also. (Para 
4.04). . -  . . 

Recommendation 
Para 3.197 

The Committee are unhappy to note that without assessing all t he  
factors, an agreement for the work of providing structures, etc. on a 
piece of land on which acquisition proceedings had not been complet- 
ed was executed in this case. They feel that had the question of 
having a fencing instead of n compound wall been decided hefore 
awarding the contract, the Gov~nlment  would not have suffered a 
financial loss of Its. 58,103 in thk case where haste in awarding the 
contract resulted in waste. 
Para 3.198 

The Committee regret that in  this case also the arbitration award 
went against the Railways. In evidence, it was stated that in the 
arbitration case while the party was represented by a lawyer, the 
Railways were represented by an Accounts Officer and this was a 
handicap. 
Para 3.199 

The Committee would like the Railxay Board to examine the 
position obtaining on all the Railways and take steps to remove this 
handicap. 

(S. No. 28, Appendix XI11 to 72nd Report, 1966-67) 

Action Taken 
Para 3.197 

The observations of the Committee are noted. 
Para 3.198 

The Committee's observations are noted. The Ministry of Rail- 
ways would, however, like to clarify that the statement in para 3.196 



that while the party was represented by a lawyer, the Railways 
were represented by an Accounts Officer, seems to Be bas4  on some 
misapprehension as in this particular case, it has been ascertained 
that the Railway was represented by the Divisional Engineer of the 
Rajkot Division and not by an Accounts Officer. 

Para 3.199 
The position obtaining on all the Railways in regard to the 

arrangements for the defence of arbitration cases has been examin- 
ed and it is observed that ordinarily the Railway cases are defended 
by officers of the Technical Department concerned (generally at the 
administrative level) after due consultation with the Law Officer. 
However, in respect of cases involving legal issues or which are 
complicated and involve heaty claims, professional lawyers are 
engaged. General instructions on thcse lin'es have also been reite- 
rated to Railways. (hmexure) . 

This has been seen by Audit. 
[O.M. No. 67-B (C)-PAC-III!72 (0) , dated 194-1967] 

GOVERN~~LENT OF INDIA 
MINISTRY OF RAILWAYS 

-WAY BOARD) 

No. 67-B (C) PAC/III/72 (28) New Delhi, dated 24th July, 1967. 
The General Managers, 

All Indian Railways, 
CLW, DLW, ICF and RE, 

The CA.0. & C.E., 
D.B.K. Railway Projects, 
Waltair. 

SUB: Recommendation No. 28 contained in the 72nd Report of the 
Public Accounts Committee (1966-67) -Procedure for 
defence of arbitration cases. 

Arising from a recent recommendation of the Publiz Accounts 
Committee about the need for engaging lawyers for representing the 
Railway in arbitration cases, the Railway Board have exa- 
mined the actual procedure obtaining on all Railways and 
have decided that in simple cases involving no complicated 
legal issues, the Railway could be represented before the 
Arbitrator by a suitable o5cer from the Technical Department 
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concerned at the appropriate 1weL It should however be ensured 
4hat before filing the Railway's statement of case before the Arbitra- 
tor and frnalising the line of defence at  the bearings before the ArM- 
trator, the Law Oflicer is consulted when necessary. In important 
cases involving legal points or issues of complicated nature or 
involving heavy claims the need for engaging a lawyer should be 
considered. 

Dy. Director, Finance (BC), 
Railway Board. 

3.214. The Committee desire that instructions should be issued to 
the various Railway Administrations by the Railway Board to the 
effect that orders issued by them should be promptly implemented 
by the various authorities and in case of doubt or anomaly it should 
be brought to the notice of the Railway Board immediately for neces- 
sary action. 

3.215. The Committee would also like the Railway Board to con- 
sider the feasibility of incorporating in their instructions suitable 
provisions for disposal of rejected stores if they were not removed 
within a reasonable period. 

(S. No. 29, Appendix XI11 to 72nd Report, 1-67). 
Action Taken 

Para 3.214 
The observations of the Committee are noted and suitable instrue- 

tions have been issued to the Railway Administrations vide attached 
copy of Railway Board's letter No. 67-B (C) PAC/III/72 (29), dated 
12th May, 1967. (Annexure A). 
Para 3.215 

Relevant provision in this regard is already incorporated in the 
Indian Railway Stores Code. However, this provision has since 
been amplified as under: 

"Rejected Stores.-Rejected stores should be removed to a 
place set apart for the purpose to avoid any possibility of 
getting mixed up with other stores. In a stores Depot 
the Inspecting Ofacer should see that this is done in his 
presence. 

The supplier should be warned that such stores will lie at 
his risk and that he should arrange for their removal 
within 21. days &an the date of issue of rejection memo. 
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If th'e stores are not removed h h i n  this period, the 
Administration shall have the right to  dispose of rm&. 
stores as thought fit, at  the contractor's risk and on his 
account and recover ground rentjdemurrage charges. 

In cases where full or part payment for the stores has already 
been made to the supplier, the rejected stores should not 
be delivered them unless: 

(i) The rejected supply is replaced by an equivalent quan- 
tity of acceptable quality, or 

(ii) The supplier refunds the amount already received, which 
fact should be verified by the Accounts Officer concerned, 
or 

(iii) The purchasers authorise the removal after taking ade- 
quate steps to safeguard the interests of the government." 

*NOTE: For contracts finalised by the Directorate General, Supplies 
and Disposals, this period should be taken as "fourte'en days 
from the date of receipt of rejection memo." 

Necessary provision has been nfade in the Indian Railway 
Standard Conditions of Contract also, and Railway Administrations 
advised accordingly vide Board's letter No. 67 jRS ( G )  1385, dated 
24th July, 1967 (Annexure-B). After the wording of these condi- 
tions is finally approved in consultation with the Law Ministry, 
they will also be incorporated in the Indian Railways' Stores Code. 

This has been se'en by Audit. 

[O.M. No. 67-B(C)PAC/III/72(0), dated 15th Sept., 19671 
ANNEXURE-A 

MINISTRY OF RAILWAYS 

NO. 67-B (C) PAC/III/72 (29). 

New Delhi, dated 12th May, 1967122 Vaisakha, 1889 
The General Managers, All Indian Railways, C.L.W., D.L.W., and 

I.C.F. tf@ 

The General Manager, Railway Electrification, Calcutta. 
The Chief Administrative Officer and Chief Engineer, D.B.K. 

Railway Projects, W altair. 
The Director General, R.D.S.O., Lucknow, 
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The Principal, Railway Staff College, Baroda. 

The Deputy Directors, Rail Movements Calcutta/Mughalsarai. 

The Railway Liaison OfEcer, New Delhi. 

The Chairman, All Railway Service Commissions. 

The Principal, Advanced Permanent Way Training School, Poona. 
The Secretary, Railway Rates Tribunal, Madras. 

The General Secretary, I.R.C.A., New Delhi. 

SUB.: Recommendations No. 29 contained in the 72nd Report of the 
PAC (1966-67)-Delay in the implementation of BoardJ# 
orders. 

Attention is invited to this office letter No. 65-B(C)PAC!III/32 
(45), dated 14th May, 1965 (Enclosed) wherein, in the light of the 
PAC's comments on a case of abnormal delay in implementation 
of certain orders issued by the Board resulting in payment of arrears 
for a period of 10 years and more to staff concerned, the Board had 
pointed out that it was the direct responsibility of the zonal Rn~lway 
Administrations to ensllre correct and expeditious imp1~n;en:ation 
of their orders and that the orders should be invariably implement- 
ed within the target time wherever fixed al;l in any case with:n the 
least possible time. Yet another case of delay in implementation 
of Board's orders has been reported in para 27 of the Audit fieport 
(Railways) 1966. In this case, instructions issued by the Board in 
September, 1961 regarding fixing of rates for ground rent to be 
levied on rejected stores not removed by the Suppliers from the 
Railway premises within the prescribed grace period were imple- 
mented by a Railway Administration only in January 1964, after a 
lapse of more than taw years, the delay being attributed by the 
Railway Administration to consideration of a uniform basis to be 
adopted for fixing the ground rent and correspondence with the 
Board in the matter, etc. Commenting on this case, the Public 
Accounts Committee have inter alia observed as under, in para 
3.214 of their 72nd Report:- 

"The Committee desire that instructions should be issued to 
the various Railway Administrations by the Railway 
Board to the effect that orders issued by them should be 
promptly implemented by the various authorities and in 
case of doubt or anomaly i t  should be brought Lo the 
notice of the Railway Board immediately for necessary , 

actionn 



The Board, while reiterating their instructions contained in 
their letter dated 14th May, 1965, desire that the observations of the 
Committee quoted above should be brought to the attention of the 
various authorities under you for strict compliance in future. 

The receipt of this letter should be acknowledged. 
Dy. Director, Finance (BC) . 

Railway Board. 
ENCLOSURE TO ANNEXURE-A 

MINISTRY OF RAILWAYS 

No. 65-B (C) PAC/III/32 (45). New Delhi, dated 14th May, 1965. 
To 

The. General Managers, All Indian Railways, C.L.W., D.L.W. & 
I.C.F. 

The General Manager & Chief Engineer, Railway Electrification, 
Calcutta. 

The Chief Administrative Officer & Chief Engineer, D.B.K., Rail- , 
way Projects, Waltair. 

The Director General, R.D.S.O., Lucknow. 
The Principal, Railway Staff College, Baroda. 
The Deputy Directors, Rail Movements, Calcutta /MoghaIsarai. : 

The Railway Liaison Officer, New Delhi. 
The Chairman, All Railways Service Commissions. 
The Principal, Advanced Permanent Way Training School, Poona. 
The Secretary, Railway Rates Tribunal, Madras. 
The General Skcretary, I.R.C.A., New Delhi. 

h case of abnormal delay in the implementation of certain orders 
issued by the Board resulting in payment of arrears for a period of 
10 years and more to staff concerned has come in for adverse come 
ments of the Public Accounts Committee. The Public Accounta 
Committee, in this connection, have, inter alia, observed that the 
authorities concerned should watch the implementation of the orders 
within a reasonable time and "that the Board should have prescribed 
a time limit for the implementation of their instructions". 

The importance of the expeditious implementation of all such 
orders has been repeatedly stressed and even in cases where target 



dates have been fixed by the Board, it has been observed that such 
targets have not been worked up to. The Board also observes that 
the actual implementation of their orders rests with the Zonal Rail- 
way Administrations and it is their direct responsibility to 
ensure that the orders are implemented correctly and expeditiously. 
I t  is needless to reiterate that wherever targets have been pres- 
cribed, the orders should invariably be implemented within the 
target time and even in cases where for administrative reasons, such 
target dates are not laid down, it should be ensured that the imple- 
mentation is completed within the least possible time a:id in any 
case there is no undue delay. 

The receipt of this letter may please be acknowledged. 
Director, Esta hlishment, 

Railway Board, 

. 
No. 65-B (C) PAC/III/32 (45) . New Delhi, sated 14th May,  1965. 

Copy forwarded to:' 
The F.A. & C.A.Os., All Indian Railways, CLW, DLW, ICF., and 

Railway Electrification and Dy. FA & CAO, DBK, Railway Projects. 
Waltair. 

ANNEXUR E-B 
GOVERNMENT OF MIA 

MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

No. 67/RS (G) /385. 
New Delhi, dated 24th July 1967/Sravamr 2, 1889 

The General Managers, All Zonal Railways, CLW, DLW, ICF' & 
RE. 

The Chief Administrative OBcer & Chief Engineer, DBK Railway 
Projects, Waltair. 
SUB: Removal of rejected stores-Amendment to the existing provi- 

sions in the Indian Railway Code for the Stores Deptt. 
Advance correction slips Nos. 37-S to 39-S to c l a m  21, clause 19 

and clause 19 of the I.R.S. conditions of contract for contracts for 
stores Serial Nos. A1-63, A2-63 and A3-63 ~spec.tively are sent here- 
with for information and guidance. 
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2. It is also requested that the existing para 7624  may please bet 

substituted as per advance correction slip No. 40-S, enclosed. 
Please acknowledge receipt. 

DA/4 Correction Slips Joint Director,, Railway Stores, 
Railway Board. 

No. 67/RS (G) /385. New Delhi, dated 24th July, 1967/ 
Sravana 2, 1889. 

Copy together with its enclosure is forwarded for information to 
All Heads of Attached and Subordinate Offices of the Board's office. 

2. F (X) I&III, F (S) M I ,  All Branches of Stores/Wagon Production 
Directorates AIC (Comp), AIC (App) , AIC (BO) , A1C (Ptn) , AIC 
(Insp) with 5 spare copies, AIC I1 with 5 spare copies, AIC 111 with 
10 spare copies, G(Acc), M(L), Track and WII Branches of Board's 
omce. 

3. Code Cell, RS(G) Branch. 
DA/As above. Jt.  Director, Railway Stores, 

Railway Board. 
No. 67/RS (G) 1385 

New Delhi, dated 24th July, 1967/S~avana B, 1889 
Copy together with 140 spare copies, is forwarded to the AD.A.1. 

(Railways), Bahadur Shah Zafar Marg, New Delhi for information 
and necessary action. 
DA/As above Joint Director, Railumy Stores, 

Railway Board. 
ADVANCE CORRECTION SLIP TO THE INDIAN RAILWAY 

CODE FOR THE STORES DEPARTMENT 
A.C.S. NO. 37-S. 

Substitute the following for existing clause 21 of the IRS Condi- 
tions of contract for contracts for Stores Serial No. AI-ti:% 
"Removal of Rejected Stores. 

Any stores submitted for inspection at a place other than the 
premises of the contractor and rejected shall be removed bp the 
contractor subject as hereinafter provided within +twenty one days 
from the date of issue of intimation of such rejection. If it is proved 
that letter containing such intimation is addressed and posted to  
him at the address mentioned in Purchase Order/Acceptance of 
Tender/Contract it will be deemed to have been served on the con- 
tractor at  the time when such letter would in the course of ordinary 
post reach the contractor. It shall be competent for the Purchaser 
m the Inspector to call upon the contractor to remove what he con- 



siders to be dangerous, infective or perishable stor? q i th in  48 h o u n  
of the receipt of swh intimation 

Such rejected stores shall under all circurnstan&s lie a t  the risk 
of the contractor from the moment of such rejection and i f  such 
stores are not removed by the Contractor within the per~od afore- 
mentioned, the Inspector may either return the same to the contrac- 
tor at  his risk and cost by such mode of transport 3s the Purchaser 
or  the Inspector may select or dispose of such stores at the contrac- 
tor's risk on his account and retain such portion of the proceeds as' 
may hc necessary to cover any expense incurred in connection with 
such disposal. The purchaser shall also be entitled to recover 
ground rentldemurrage charges on the rejected stores after the 
expiry of free time mentioned above. 

Stores that have been despatched by rail and rejected after 
arrival at  destination may be taken back by the Contractor either 
a t  the station where they were rejected or at  the station from which 
they were sent. If the Contract is placed for delivery f.0.r. station 
of despatch the Contractor shall pay the carriage charges on the 
rejected consignments at  Public Tariff Rates from the station o f ,  
despatch to the station where t h ~ y  were rejected. If the Contractor 
elects to take back the goods a t  the station from which they were 
despatched, the goods shall, in addition be booked back to him 
freight to pay at Public Tariff Rates and at Owner's risk. The pro- 
perty in goods shall not pass from the Contractor unless and until 
accepted by the Purchaser after inspection." 
* N o ~ e F o r  contracts finalised by the Directorate-General, Supplies 

& Disposals, this period should be taken as "fourteen days 
from the date of receipt of intimation of such rejection". 

[Authority: Board's letter No. 67'RS(G)'385, dt. 24-7-1967.] 
ADVANCE CORRECTION SLIP TO THE INDIAN RAILWAY 

CODE FOR THE STORES DEPART?LlTNT 
A.C.S. NO. 38-S. 

Substitute the following for existing clause 19 of the IRS condi- 
tions of contract for contracts for Stores Serial No. A2-63. 
"Removal of Rejected Stores. 

Any stores submitted for inspection a t  a place other than the 
premises of the contractor and rejected shall be removed by the 
contractor subject as hereinafter provided within *twent?l one days 
from the date of issue of intimation of such rejection. If it is   roved 
that  letter containing such intimation is addressed and posted to 
him at the addressed mentioned in Purchase Oder lAcce~tance  of 
"Tader/Conbact  i t  will be deemed to have been s ~ v e d  on the con-, 





TenderKontract it will be deemed to have been served an the con- 
tractor at the time when such letter would in the course of ordinary 
post reach the contractor. It shall be competent for the Purchaser 
or the Inspector to call upon the contractor to remove what he consi- 
ders to be dangerous, infective or perishable stoies within 48 hours ' 
of the receipt of such intimation. 

Such rejected stores shall under all circumstances lie at the risk ' 
of the contractor from the moment of such rejection and if such 
stores are not removed by the Contractor within the period afore-, 
mentioned, the Inspector may either return the same to the contrac- , 
tor at his risk and cost by such mode of transport as the Purchaser 
or the Inspecbr may select or dispose of such stores at the Con- 
tractor's risk on his account and retain such portion of the proceeds 
as may be necessary to cover any expense incurred in connection 
with such disposal. The purchaser shall also be entitled to recover 
ground rent/demurrage charges on the rejected stores after the 
expiry of free time mentioned above. 

Stores that have been despatched by rail and rejected after 
arrival at destination may be taken back by the Contractor either 
at the station where they were rejected or at the station from which 
they were sent. If the Contract is placed for delivery f.0.r. station 
of despatch the Contractor shall pay the carriage charges on the 
rejected consignments at Public Tariff Rates from the station of 
d q a t c h  to the station where they were rejected. If the Contractor 
elects to take back the goods at the station from which they were 
despatched, the goods shall, in addition be booked back to him 
freight to pay at Public Tariff Rates and at Owner's risk. The pro- 
perty in goods shall not pass from the Contractor unless and until 
accepted by the Purchaser after Inspection." 
*NoTE--Fo~ contracts finalised by the Directorate-General, Supplies 

and Disposals, this period should be taken as "fourteen 
days from the date of receipt of intimation of such rejec- 
tion." 

[Authority: Board's letter No. 67;RS (G) ,'385, dt. 24-7-1967.] 
ADVANCE CORRECTION SLIP TO THE INDIAN RAILWAY 

CODE FOR THE STORES DEPARTMENT 
Para 762-S: 

A.C.S. NO. 40-S. 
Substitute the existing para 762-S by the following: 

'Rejected Stores. 

Rejected stores should be rSernoved to a place set apart for the 
purpose to avoid any possibility of getting mixed up with other, 
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stores. In a Stores Depot, the Inspecting OflBcer should see that 
this is done in his presence. 

The supplier should be warned that such stores will lie a t  his 
risk and that he should arrange for their removal within *21 days ,  
from the date of issue of rejection memo. If the stores are not 
removed within this period the Administration shall have the right , 

to dispose of such stores as thought fit, at the contractor's risk and 
on his account and recover ground rentldemurrage charges. 

I 

In cases where full or part payment for the stores has already 
been made to the supplier, the rejected stores should not be delivered 
to them unless: 

(i) The rejected supply is replaced by an-'equivalent quantity , 
of acceptable quality, or 

(ii) The supplier refunds the amount already received, which 
fact should be Verified by the Accounts Officer concerned, 
or 

(iii) The Purchaser authorises the removal after taking ade- 
quate steps to safeguard the interests of the Government." , 

'No-For contracts finalised by the Directorate-General, Supplies 
and Disposals, this period should be taken as "fourteen 
days from the date of receipt of rejection memo." 

[Authority: Board's letter No. 67/RS (G) ,'385, dt. 24-7-1967.] 

Recommendation 

3.231. The Conlmittee regret to find that in spite of their recom- 
mendation made in para 74 of their 1st Report (Third Lok Sabha), 
the Railways had not been prompt in realising their dues, and large 
amounts are still to be recovered from various Governments, De- 
partments, etc. 

3.232. In view of the abnormal delays in realising the dues and in 
settlekent of various points, the Committee feel that before entering 
into any agreement with Government Departments, etc. the Railways 
should ensure that there are no lacunae which might come in the way 
of prompt realisation of the dues. 

3.233. The Committee also desire that special steps should be 
.*en at a sufficiently high level to liquidate old outstandings. 

(S. No. 30, Appendix XTII to 72nd Report, 1966-67). 



Action taken 
The observations of the Committee have $been noted and have 

also been brought to the notice of all the Railway Administratioxu. 
As the amounts to be recovered from the West Bengal Government 
by the Eastern Railway Administration are considerable, they have 
been particularly instructed to make renewetl efforts to effect early 
recovery of the outstanding Bailway duee. 

2. The latest position regarding realisation of Railway dues from 
the various Governments etc. i's indicated below:- 
Bhakra Dam Project. 

3. The entire amount due from the Bhakra Dam Authorities has 
since been recovered from them. 
West Bengal Government. 

I .  Rent of Land, Municipal taxes, establishment and maintenance 
charges in respect of Cossipore Siding. 

.!Figurer in bklu o j  Rs.) 

Amount hmount Amount still 
due recovered outstanding 

( a )  Rent o j  1 and. 

(i) 15-8-47 to 31-3-60 7.59 7.59 . . 
(ii) 1-4-60 to 31.65 25.04 . . 24'0 

(Ca) Rs. 251- per kottah 
pcr month). 

( b )  Municipal rue1 . 
(1) 15-8-47 10 31-3-49 0.05 . . o . o p  

(i i )  1-4-49 10 30-9-56 0.2a 0.22 . . 
(c) Esrabluhmenl charges. 

April '60 to April '65 0.34 0.34 . . 
(d)  Maintenance charges. 

(i) 1-4-60 to 31-3-63 0'06 . . 
(ii) 1-4-63 to 31-3-65 o '07 . . 

(hi) 1-4-65 to 31-3-67 0.06 . . 0.06 

Nor8 I-(I) *Pending settlement of the incmsed rate of rent viz. h. 131- 
par kottah p a  month chimed by the Railway w.e . f .  1-4-60, the 
orders for pnyment @ 31- per kottah per monrh have been i d  
by West Benlpl aoventmcnt fbr the period April' '60 to March '66 
md accordinqly the fistern Railway i8 prefsrring the bills for the 
pa-id A ril 60 onward8 agunst the Food Deputment, Governmait 
of we* %engal. 

(2) +*Realismtion of Municipd Tax from 15-8-47 to 31-3-60 ir wbjudh r 
in the Cklcutta High Court. 

(3) ***Order8 have rime bcm iwued by fhe Oorernm- of Wht B& 
for payment of the amount to the Ra~lwry. 



11. Recovery of the cost of foodgrains (not suppliedlshort supplied) 

The matter is being vigorously pursued by the Railway Adminis- 
.hation with the concerned Department of the West Bengal Govern- 
+merit through inter-departmental meetings and by personal contacts 
at a sufficiently bigh level. 

Ministry of Defence. 

S. E. Railway's claims on account of rent, conservancy cess and 
municipal taxes in respect of Railway land a t  Waltair, 

4. Provisio~ml debits upto 1964-65 have already been raised against 
the  Ministry of Defence, and the  matter is being vigorously pursued 
by the Board with Ministry of Defence to arrive at a final settle- 
ment in the matter. 

This has been seen by Audit. 
[O. M. No. 67-B (C) -PAC 111172(0) dated 15-9-1967] 

Recommendation 
The Con~mittee would like the Ministry of Railways to ensure that 

correct and complete factual information is furnished to Audit whcn 
draft Audit paragraphs are sent to the Ministry and that such inst- 
ance would not recur. 

(S. No. 34, Appendix XI11 to 72nd Report, 1966-67). 

Action taken 

5. The Comm~ttee's observations arc noted. 'The Ministry of 
Railways ~vould,  hcwever, l ikc t o  clarify that in the subject case 
a t  the initial stage when thc Audia para was proposed by the Chief 
Auditor, the General Mrtnager, North Eastern R,~l lway did bring 
out that "thk work on this siding was complcted 111 the month of 
Apri1.1963 and not on 31st Dwcmber, 1961 as nwxtionetl by Audit." 
The Ra lway also added the following:- 

"The compiet on d a t c  nf 31qt DLnccmher, !%I I S  prob;~bly based 
on DEN.Samastipur's letter No. W 10 11112461 daled 171h 
September, 1964 which was based oil incorrect premises. 
The records, however, indicate that even in March, 1963, 
the  siding was not completed and certain stay wires both 
of electric and telegraph posts had to be shiftrd in order 
to complete the provision of the siding" 

- 6. Jn this connection, it may be further clarified that the work 
of approximately 1300 feet length of track of the vngineering siding 
was carried out after Decembc- 1961. The completion oE this work 



dook time &cause the site at which the siding had to be linked was 
occupied by the building and track materials of the IOW and the 
PWI, headquarters at this place. Some guy wires of the electric 
poles were also coming in the way. After the site was cleared of 
the above obstructions, the balance of the siding was linked and the 
siding completed by April, 1963. 

7. This has been seen by Audit subject to local verification of the 
information furnished in the proceeding para. 

[0 M. No. 67-B(C)-PACIIII;72(0) dated 31-1-1968]. 

The Committee note that a scheme for the expansion of the exist- 
ing Sleeper Cresoting Plant at Naharkatiya by erecting another plant 
with a capacity of 5 lakhs cubic feet per shift per year was included 
in  the Final Works Programme of 1958-59 at an estimated cost of 
Rs. 9.93 lakhs. The Ministry of Railways instructed the Railway 
Administration in February, 1958 not to start the work as the justifi- 
cation was to be examined in greater detail. After a delay of over 2 
years the Ministry accepted the proposal in March, 1960. A further 
delay of 2 years occurred in calling for tenders for the supply of 
machinery required for the scheme and the lowest tender of a firm 
was accepted after another years' delay on 25th May, 1963. The agree- 
ment with the firm was executed about a year later on 21st March. 
1964. They further note that the financial implication of the Piant 
yorked out by the Railway Administration had shown that the 
:heme was expected to yield a return of 51.9 per cent on the capital 
avestnlent and also a saving of about Rs. 6 lakhs per year due to 
onger life of sleepers treated in the Plant. The Committee fail to 

understand as to why the Railways did not take steps to eliminate 
t he  delays that occurred at various stages in this case, when the 
scheme was considered to be a highly remunerative one. 

The Committee are not convinced with the arguments in justifica- 
tion of the delay that took place in this case. It  is unfortunate that 
due to delay which occurred at various stages the estimated cost of 
Rs. 9.93 lakhs had increased to Rs. 17.11 lakhs and the Railways had 
also to incur a loss of over Rs. 3 lakhs in 1964 and 1965 by the treat- 
ment of the sleepers being entrusted to the contractor. The Cnnl- 
mittee suggest that the Ministry of Railways should investigate in 
detail the reasons for the delay of several years and take steps to 
locate the responsibility for the abnormally long time taken in the 
execution of the scheme. 

(S. No. 35, Appendix XTII to 72nd Report of 1966-67). 



Tbe Comaittee'c observations have been noted and rloo brought 
to the notice of the Railway Administration. A detailed investigia- 
tian to finti out the reasons for the delay and to loeate responsibility, 
has already been undertaken, and a mprt  has been submitted by a 
Committee of Administrative Officers of the H. F. Railway appoint& 
for the purpose. The report is under consideration. 

This has been seen by Audit. 
[O. M. No. 67-B(C)-PAC/III/72(0) dated 10-10-19671, 

Further information received with Ministry of Railways O.M.. 
No 67-B-(C)-PAC/ZII/72(35) dated 27-3-1968. 

In  the Memorandum submitted to the Lok Sabha Sectt. with 
the Ministry of Railways (Railway Board's) Office Memorandum. 
No. 67-B (C) -PACIIIIj72 (0) dated 10-10-1967, the following remarks 
were conveyed: - 

"The Committee's observations have been noted and also 
brought to the notice of the Railway Administration. A 
detailed investigation to find out the reasons for the delay 
and to locate responsibility, has already been undertaken, 
and a report has been submitted by a Committee of 
Administrative Officers of the Northeast Frontiep Railway 
appointed for the purpose. The report is under considera- 
tion." 

The pesent  position of the case is indicated below:- 

In the light of the report it has been held by the Railway 
Board that, of the various officers who had handled this 
case during the period of 1958 to 1966, responsibility for the 
delay during the period 1960 to 1962 could be definitely 
traced only to two officers and that for the rest of t h e  
delay no individual officer could be held responsible. 
One of the two officers expired in the year 1964. The 
Board's displeasure has been conveyed to the other 
of8cer. 

This has hen seen by Audit. 

Recommendation 

While the Committee are glad to note that suitable action has beem 
tdrsn against delinquent ofiieials and steps were being taken to 



Emcover the amounts from the ofltlcerd respnsible, they w d d  We to 
mint out that the foilowing lapses had occurred in thid case: 

(i) no record of the authority letters issued to the Stores Issuer 
was being mdnhiaed by the Loco .dlbed; 

(ii) proper arreagement for the sofe cwtaiy of impeatant fonns 
and rubber stamps did not exist  in the otltice of the Loco 
Foreman; 

(iii) the procedure for checking the receipt d stores drawn 
special messenger was not effective in the Loco shed; and 

(iv) the Loco Foreman reported to the Local Stores Depot on 
a number of occasions the non-receipt of stores for which 
debits had been received, but the latter did not deal with 
the reference promptly. 

The Committee desire that all these defects be remedied early. 
The Committee would also like the Ministry of Bailways to examine 
.in general what further steps are needed to plug the loopholes to 
avoid such instance in the various Stores Depots under the Railway 
Administrations. 

(S. No. 36, Appendix XI11 to 72nd Report, 1 W 6 7 ) .  
Actim taken 

The observations of the Committee have been noted and neces- 
w y  instructions in the matter have been issued to the Railway 
dministrat ions vide Railway Board's letter No. 67-B (C) -PAC I 111 I 

1(36), dated the 20th June, 1967. (Enclosure). 
This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC IIII 172 (0) dated 10-7-19671. 
ENCLOSURE 

GOVERNMENT QF INDIA 
MINISTRY OF -WAYS 

(RAILWAY BOARD) 
No. 67-B (C) -PAC.III : 72 (36) . New Delhi, dated 20-6-1967. 
T o  

The General* Managers, 
All Indian Railways including 
C.L.W., D.L.W., I.C.F. and R.E. 
The Chief* Administrative Ofiicer and 
Chief Engineer, D.B.K. Railway Projects, 
Waltair. 
SUBJECT:-LOSS due to misappropriation of stores. 

. The Public Accwnts Committee in connection with a case .d 
909s due to misappropriation of stores on the South Eastern Railway 

*With 2 spare copies. - . ,.. 



reported in Paragraph 33 of the Railway Audit Rqprt 1066 (copy a t  
Annexwe 'Iy) have made the following recommendations in paras. 
3.284 and 3.285 of their 72nd Report (3rd Lok Sabha): 

'While the Cammittee are glad to note that suitable action 
has been taken against delinquent ofllcials and steps were 
being taken 14.0 recover the amounts from the officers 
responsible, they would like to point out that the follow- 
ing lapses had occurred in this case:- 

(i) no record of the authority letters issued to the stores 
Issuer was being maintained by the Loco S h d ;  

(ii) Proper arrangement for the safe custody of important 
forms and rubber stamps did not exist in the office of 
the Loco F o m a n ;  

(iii) the procedure for checking the receipt of stores drawn 
by special qessenger was not effective in the Loco Shed;. 
and 

(iv) the Loco Foreman reported to the Loco Stores Depot on 
a number of occasions the non-leceipt of stores for 
which debits had been received, but the latter did not 
deal with the reference promptly. 

The Committee desire that all these defects be remedied early. 
The Committee would also like the Ministry of Railways 
to examine in general what further steps are needed to 
plug the loopholes to avoid such instance in the various 
Stores Depots under the Railway Admin'stration." 

In this connection, attention is also invited to Board's letters 
No. (i) 601779j l31RS (G) , dated 13.12.1962 (ii) 61 1ACIIT1251125 date& 
17-9-1963 and (iii) 671RS(G) 1167 dated 3-6-1967, in which the need 
for taking adequak precautions for stores arranged through speciar 
messengers has been emphasked to prevent misappropriation of 
stores drawn against forged requisitions and letters of authority by 
impersonation, etc. 

The remedial measures taken by the South Eastern Railway in 
order to plug the loopholes in the procedure which facilitated the 
perpetration of the fraud are detailed in Standing Office Order 
No. 51 dated the 11-12-1964 as subsequently amended vide their 
letter No. SZXIA4197 122871 dated 1&81965, letters No. S.257)A14( 
55058 dated 29-12-1964 and MLS1490113395 dated 6-8-1985 copiw H 
rrrhich are enclaeed as Annexwe II, Ill  and N respectively for your 
euidpaae. 



With a view to avoid occurrence of such cases on your Railway 
in future, the Board desire that suitable remedial measures similar 
to those taken by the South Eastern Railway should also be taken 
by you. 

Please acknowledge receipt. 

D.A. I As above. 
Jt. Director Railway Stores, 

Railway Board. 

EXTRACT FROM RAILWAY AUDIT REPORT, 1966. 

ANNEXURE I 

33. South Eastern Railway-Loss due to misappropriation of Stores. 

In April, 1%1, it was noticed that a Stores Issuer had misappro- 
priated during the perid August, 1960 to March, 1961, stores valued 
at Rs. 34,232 drawn by him from the Central Stores Depot, Kharag- 
pur for use in the loco shed at the same place. The stores were 
drawn against 37 issues notes and at least on six occasions the letters 
of authority were suspected to haw been forged. On further 
investigation by a Departmental Enquiry Committee, constituted in 
April, 1962, a further loss of stores valued at Rs. 7,643 drawn on two 
occasions in August and September, 1950, was detected bringing the 
total loss to Rs. 41,875. The Stores-Issuer is reported to have 
absconded from 17th March, 1961. 

The Railway Administration explained (September 1965) tha* 
the Loco Foreman had reported to the Stores Depot on a number of 
occasions, the non-receipt of the stores but as the  latter had not 
dealt with these references promptly, the fraud remain& undetect- 
ed. The procedure for checking the receipt of stores from the 
Central Stores Depot, drawn by special messenger was not also free 
from defect. Remedial action to prevent recurrence of such losses 
has been taken by the Administration in December, 1964. 

Among the staf!' fountl responsible for lack oi supervision, one 
Loco Inspector and a Stores Clerk of the Loco Shed have been dis- 
missed from senrice and it was proposed to recover Rs. 3,177 from 
one of the Ward Keepers, fram whom recovery at  Ra 30 p.m. was 
being made from September, 1963. The question of recovering the 
balance amount of loss from the Provident Fund bonus of the dis- 
miseed employeis and of the absconding Stores-Issuer is under 
consideration of the Railway Administration (September, 1965). 



ANNEXURE I I  
Standing OfBce Order No. 51. S.E. Rly. DCOSIKGP Dt. 11-12-1064. 

The following oR1ers are issued for strict compliance by all  
concerned: 

1 

(1) Ward Keepers, while delivering the material to special 
messengers from the consuming parties will obtain their 
acknowledgements on all copies of the Issue Notes. The 
extent p w e d u r e  of disposal of copies of Issue Notes and 
progressing for verified copies from the consignees will, 
however, continue to be followed. It  is the personal res- 
ponsibility of the Ward Keeper to progress receipt of the 
verified copies from the consignees. DSK-ASK will 
ensure action in this regard. Copies, not received within 
a period of three months will be brought to the notice of 
the Oflicer-in-Charge for orders. 

(2) Ward Keepers are to ensure timely supply of non-ferrous 
items to local loco carriage and wagons sheds so that there 
is no need for collection of such materials through special 
representatives. In  cases, where such delivery becomes 
essential, the same will be effected by the Ward Keepers 
through their own representatives. Transport for the 
same will be supplied by DSK Gr. I. 

(3) Where consumer's representatives report to the depot for 
the collection of materials, 'the Ward Keepers will ensure 
that such authority memo are for single item only and 
that the same are posted at the back of the block foil of 
Issue Notes concerned. They will also ensure that the 
ccnsumer's representatives deputed to collect the material 
are i n  possession of proper Identity Card bearing their 
photographs. 

(4) Material will be passed out of the General Stores through 
the *following Gates only: 

(a) Material issued to Work-Shops, Reclamation Yard and 
New Wagon shop through Lister Gate i.e. Gate No. 5. 

(b) Material issued from Depot and Wards situated inside 
Workshop area will be passed through Workshop Gate 
oniy. 

L c j  All non-ferrous items will be covered by a Gate pass 
s@ned by a Gazetted Offlcer indicating IlNote No., Name 



of person through M o m  material is being hued ,  
Vehicle No., Authority for collection, if any, a signa- 
ture of the person removing the material eta 

(dl As per the extent practice ,a copy of the I m e  Notea 
serves as a Gate Pass for other than non-ferrous mate- 
rials provided the same is removed within 24 hrs. of 
preparatim of the Issue Note. With immediate effect 
Gate Passes will be prepared for any such material also , 

which is not removed on the date of preparation of the 
Issue Note. 

(e) The Store Gate Clerk will maintain a register as at  
present showing details of Issue Notes, materials, name 
of party by whom collected, vehicle in which removed 
etc., and obtain the signature of the messenger in a 
register indicating the time of such transaction. 

(f) Where the party bring their own transport for collec- 
tion of materials, particulars of such vehicles and names 
of Drivers etc., will also be recorded by the Stores Gate 
Clerk in his register irrespective of whether such trans- 
port is brought inside the store premises or is parked 
outside. Correspondence regarding non-receipt of mate- 
rial for which debits are received by the consignees 
will be given special attention. A record of such cases 
will be maintained by the Head Clerk concerned and 
the progress of clearance of the case personally watch- 
ed by him. 

(5) The Numerical Ledger Card Clerk of CAS will ensure that 
imprest material is supplied only during the month in 
which supply was due to be made, particularly in case of 
messenger delivery. 

(6) Sanctioned imprest proforma is being made available for 
each shed by CME from time to time. such hdwces or 
sanctiond imprest will be maintained by the Head Clerk 

concerned and imprest demands. when received, will be 
checked 100 per cent in case of non-ferrous items and SO 

per cent for the rest. 

Sdj- Sd'- Sdl- 
Distt. Cont. of Stores. Distt. Cont. of Stores Distt. Cont. of Stores 

(Loco)  (CQW) (GENERAL) 



ENCLOSURE TO ANNEXURE II  
SOUTH EASTERN RAILWAY 

OFFICE OF THE CONTROLLER OF STORES, 
GARDEN REACH, CALCUTTA-43. 

No. S. 2571A4197122671 Dated 184L1965. 
To 

The Distt. Controller of Stores 1 G, 
South Eastern Railway, Kharagpur. 

RE: -Recommendations of the Enquiry Committee. 

Further to this office letter No. S1257/A14/ 97121967 dated 9-8-1965 
and in reference to 'phone conversation of 7-8-1965, please arrange 
to immediately carry out the following corrections: - 

Your Standing Ofice Order No. 51 dated 11-12-1964. 

(a) Delete the sentences commencing with the word "Corres- 
pondence" in 1st line of page 2 of the office order and ending with 
"by him" h line No. 5. 

(b) Add para 4 (g) as below: - 
4 (g) Correspondence regarding non-receipt of material of which 

debits are received by the consignees will be maintained by a nomi- 
nated Head Clerk and the progress of clearance of the cases perso- 
nally watched by him. Any reference relating to non-receipt or 
short receipt of non-ferrous items as well as those cases where the 
value of an individual item is over Rs. 500 should be brought to the 
notice of the DCOSlG immediately. All letters should be replied 
to within 15 days normally and within 7 days in the case of non- 
ferrous items and other items valued over Rs. 5001-. 

This Register should be put up to the ACOSIG on the 5th and 
20th of every month showing clearly the outstanding letters to be 
replied. The ACOSlG should ensure suitable follow-up to ensure 
reply as per the above time schedule. Cases, if any, notice of the 
IXICBlG who should immediately investigate and personally e n s u e  

reply. 



Copy to CMEIGRC. Instructions reg. Recommendation No. 9 
have been incorporated in para 4(f) of Standing Order No. 51 dated 
11-12-1964. This has been elaborated as indicated above. Sclitable 
instructions from his side reg: watching of such cases by the I h t -  
ing Officer at gazetted level may also be issued if not already done. 
Instructions may also be issued to all identors of his, Deptt. 
that i!orrespondence re. non-receipt of materials for whicb 
debits are being received shoultl be addressed for each Class sepa- 
rately so that this can be dealt with by particular ward keepers 
individually. 

Copy to F.A. and C.A.O.IGRC for information. 

%I- 
for CONTROLLER OF STORES. 

A N N E X U R E  I I I  

Copy of letter No. S. 2571A14135058 d a t d  29-12-1964 from COS to 
CME-GRC C -DCOS-GRC-KGP: for information 

REG:-Suspected misappropriation of Railway materials supplied to 
Loco Foreman-Kharagpur. 

In connection with the above, an Enquiry was held by the Com- 
mittee consisting of Dy. COS/M and Dy. CMEIHQ. The Committee 
have made the following suggestions pertaining to Mechanical 
Department: - 

(i) Whenever authority slips are issued for collection of maw 
rials it is necessary that it should be in the form of regular 
letters bearing the ofice reference numbers. Authority 
letters should also show specimen signature of the party 
authorised to collect stores. Each authority letter should 
cover one item only so that the same can be pairedlpasted 
with issue note concerned. 

Suitable machinery should exist at the consignee's end to 
emure that materials covered by authority letter is CQ~C 
rectly received or else the letter itself is returned and 
cancelletl. 

(ti) Existing imprest requisition forms are machine numbered 
but no r e d s  are maintained in the shed to ensure their 

I ' mfe amtody. Suitable instructions rrmy be ierrued 



their safe custody including record of particulars of the 
machine Nos. of fforms utiliseti during individual montlw. 

?(iii) It is observed that supplies against imprest demand during 
a particular month are made upto the end of the subse- 
quent month. Being a local shed, the special messenger 
had taken advantage of drawing stores during a pbticular 
month on two demands pertaining to consecutive months. 
This had temporarily made available comparatively ex- 
cess quantity over the immediate requirements of the 
sheds facilitating misappropriation of part quantity. , 
This can only be avoided by making the imprest supply 
available only during the month for which supply is 
scheduled to be made when it is a case of messenger 
delivery. 

(iv) It is observed that although according to Joint Procedure 
Order issued in 1958 the entire imprest should be revised 
once in 6 months, in actual practice imprest of important 
items only was revised at KGP shed as and when consi- 
dered necessary. The Committee is of the opinion that 
the provisions of the Joint Procedure Order may be strictly 
enforced. It is observed that a record of sanction imprest 
authorised for various sheds is not available for ready 
reference in the DCOS Office. It is desirable that a list 
of sanctioned imprest for each shed should be made avail- 
able to the Stores Depot, once a year to enable a c h d c  
to be made at the time of issue of imprest. This c h c k  
should be made cent per cent in case of non-&row items 
and an a percentage ,basis for other i tem.  

(v) Suitable instructions should be issued for the safe custody 
of Loco Foreman's rubber stamp. 

2. Kindly issue necessary instructions to all the Divisions to 
comply with the recommendations as made above, with a copy to 
DCOSIKGP so that he may enforce the provisions wherever 
(necessary. 

3. With regard to suggestion NO. (iii) above, instructions may 
please be issued that imprest holders should not draw supplies 
through messengers against more than one .imprest demand during 
-the month. 

r P 

4. Please .acknowledge receipt. 



(m) No. MLS1490113395. S.E. Rly. GRC, Dt. 6.8.1986. 
DS (Mech: P) IKGP, CKP, ADA 6 BW. 
DS (Mech: C&W)IKGP, CKP, ADA, & BSP. 
DS (Mech: ) IKUR, WAT & NGP. 
Reg: PROCFDURE TO BE FOLLOWED W H U  SENDING 

SPECIAL MESSENGERS TO GENERAL STORES TO DRAK 
MATERIALS. 

The following instructions are issued for information and guid- 
ance of all concerned, which should be adhered to strictly. 

(i) Whenever authority slips are issued for collection of materials 
from General Stores, it is necessary that it should be in the fm 
of regular letter bearing the office reference number. The authority 
letter should also bear the specimen signature of the messenger. 
The messenger should invariably possess the Identity card with his 
photo. Each authority letter should cover one item only so that 
the same can be paired with issue note concerned by the staff of the 
Stores department. 

(ii) It will be the personal responsibility of the Shed Incharge 
to ensure that the materials covered by such authority letters am 
correctly received and accounted for. In all cases of non-supply of 
materials by General Stores against such authority letter should be 
returned by General Stores through the messenger with suitable IT+ 
marks and the shed Incharges will see that such authority letters 
are correctly received back from Stores department and cancelled 
duly pairing them with the office copy of the letters. 

(iii) Existing imprest demand forms (S. 1830) are machine num- 
bered as such they should be kept in safe custody and a record of7 
particulars of the machine numbers of forms utilised during indivi- 
dual months should be maintained. 

(iv) Some sheds are in the habit of drawing stores during a parti- 
cular month against two Imprest demands pertaining to consecutive 
months. This practice must be stopped immediately. DGOS-KGP 
is being advised to make the imprest supply available only during 
the month for which supply is scheduled to be made when it is a 
case of messenger delivery. 

(v) According to instructions contained in Joint procedure order 
issued in 1958 the entire imprest should be revised once in six 
months. It should be ensured that the provisions of the joint proce- 
dure order should be strictly adhered to, and a list of sanctioned" 



imprest for each shed should be made available to DCOSlKGP once 
a year as on 1st April, to enable Stores Depot to have an efiicient 
check being conducted at the time of issue of imprest. Thb check 
should be made cent percent in case of non-ferrous items and on a 
percentage basis for other items. 

(vi). The Shed Incharges should be instructed to ensure safe cus- 
tody of their designation Rubber Stamps and observe the above ins- 
tructions strictly. 

Please acknowledge receipt. 

Sd/- 
Chief Mechanical Engineer. 

End: Nil. 
C/- DCOSKGP for inf. This has ref: to COSGRC's letter 

No. S. 2571A14'37 35058 of 29.12.64. He will please see that the provi- 
sions referred to in para 2, 4 and 5 above are enforced. C1- DME 
(R) -KGP for information. 

Recommendation 

The Committee are not convinced with the arguments advanced 
that  a major portion of the expenditure incurred in the opening of 
the  Robertsgang-Garhwa Road Railway Project was on publicity 
activity. In their opinion all the items of expenditure related to 
inauguration ceremony. The Committee regret that the Railway 
Administration did not abide by the instructions issued by the Minis- 
t ry  of Railways in March. 1963 restricting the expenditure on 
inauguration ceremor?y to Rs. 500 only. In the opinion of the Corn- 
mitlee, in case there w34 dificulty on the part of the Railways in 
restricting the espenditure to the ceiling fixed, the matter should have 
been taken 11p with the  Department of Finance and suitable relaxa- 

obtained instead of violating the instructions issued by the 
M i l n i ~ t r ~  of Railways themselves. 

(S. No 37, Appendix XI11 t c~  72nd Rcport, 1966-67). 

Action tnken 

The obscrvatibns of the Committee h a w  been noted and have 
also been brought to the notice of all the Railway Administrations 
-for future guidance. 

This has been seen by Audit. 

[O.M. No. 67-D (C) -PAC. 111172 (0) Dated 10.7.1967]. 



Para 3.299 

The Committee hope that with the introduction of the mechanised 
system of linking the losses due to missing wagons and the credit due 
to unlinked wagons, the losses on this account would be eliminated. 
The Committee feel that the increase in the amount of loss due to 
thefts in the Railways indicates the lack of proper vigilance by the 
Railway Protection Force. They hope that with the increase in the 
detection staff, the Bailways would be in a position to reduce thefts 
of Railway property substantially. 
Para 3.300 

The Committee also note that out of the total loss of Rs. 30.95 
lakhs attributed to thefts, 89 per cent of this loss occured on three 
Railways (Central, Southern and Northern). The Committee would 
like the Ministry of Railways to investigate the reasons for such a 
d:sproportionately high incidence of thefts on these three Railways 
and take suitable remedial measures. 

(S. No. 38, Appendix XI11 to 72nd Report, 1966-67) 

Action taken 

In regard to the losses on account of theft of Railway property, 
the Ministry of Railways would, in the first instance, like to clarify 
that the magnitude of losses reported in para 35 of the Audit Report 
Railways, 1966, as indicated in the preamble of the Audit Para itself, 
were the cases of losses adjusted in the accounts for the year and 
rcported in the Appropriation Accounts for that year; to that extent 
these figures cannot be taken to fully indicate the losses which ac- 
tually occurred during the year as all losses are not necessarily 
written off in the year in which incurred. 

In  the light of the observations made by the Public Accounts 
Committee, the position with particular reference to the three Rail- 
ways in being esamined in consultation with them and a further 
report will be submitted. 

In  addition, the observations of the Committee were brought to  
the notice of all General Managers vide Board's letter No. 67-Sec. 
(Cr.) 141 1 IPOL dated 15.5.67 (Annexure) . 

In the  annual conference of the Chief Security OiRcers, the 
observations of the P.A.C. were also brought to their notice and i t  
was emphasised on them to curb incidence of crime by intensive 
yard patrolling, posting of pickets a t  vulnerable spots, collection of 



intelhgence about criminals, better vigilance particularly by the 
plain clothes staff and pationing by the Dog Squad etc. 

This has been seen by Audit. 
[O.M. No. 67-B (C) -PAC. 111172 (0) Dated 28.12.1961] 

GOVEKNMERT OP INDIA 

MINISTRY OF RAILWAYS 
( W ~ W A Y  Born) 

No. 67- (Cr) 1141 11Pol. New Delhi, dt. 15 May, 1M7 
-- - - 

25 Vaisakha, 1889 (S), 
The General Managers, 
All Indian Railways. 

The Public Accounts Committee, in their 72nd Report obse rvd  
that there has been a sharp increase in the total amount of losses 
due to thefts (including deficiencies in fittings of Rolling Stock attri- 
butable to thefts) which amounted to Rs. 30.95 lakhs in the year 
196465. Out of the total loss df Rs. 30.95 lakhs, losses to the tune 
of Rs. 27.65 lakhs, or 89 per cent of the total loss, occurred on 
three Railways (viz. Central 11.81 lakhs, Southern Rs. 10.62 lakhs 
and Northern Rs. 5.22 lakhs). The Committee feel that the increase 
in the amount of losses due to thefts is due to lack of proper vigi- 
lance by the Railway Protection Force. 

2. The Board, therefore, desire that the Chief Security CHEcers* 
pointed attention should be drawn to the observations of the Public. 
Accounts Committee, and they may be asked to take immediate pre- 
ventive steps to reduce thefts of railway property satisfactorily. The 
13hief Security Ofilcers of Central, Southern and Northern Railways, 
should also investigate reasons for such a disproportionate high in- 
cidence of thefts on their Railways. 

3. The Bcxrrd should be advised of the action taken in the matter 
b y  1.6.67, as a reply to the Lok Sabha Secretariat has to be sent 
within three months of the presentation of the Report of the P.A.C. 

4. Pleae acknowledge receipt. 
Joint Director (Security), 

Railway Board. 
No. 67Sec (Cr) 11411 jPol. New Delhi, dt. 15 May 1967 - - - - - - - - 

25 Vaisakha, 1889 (S). 
Copy to the Chief Security Officers, All Indian Railways, for in- 

formation and necessary action. 
Dy. Inspector General (R.P.F.) , 

Railway Board.. 



Further information received with Ministry of Railways O.M. 
No. 67-B (C) -PAC. 1111 72 (0) Dated 5.8.1968. 

Question: 
The Report of the further investigation conducted by the Rail- 

way Board to ascertain reasons for such a disproportionately high 
~ncidence of thefts on the Central, Southern and Northern Railways 
may be furnished. 
Reply: 

The Public Accounts Committee was advised that  the  losses on 
account of thefts, with particular reference to the three Railways 
(Southern, Central and Northern) was being examined in consulta- 
tion with them and a further report would be submitted. 

Further examination showed that the increase in the amount was 
partly due to the comparative deterioration in the law and order 
situation in certain parts of the country. 

Another reason is that as a result of the general instructions 
that such of the items of deficiencies, as were attributable t o  thefts. 
should be treated on par with other losses due to thefts and shown 
in the Appropriation Accounts, while formerly bulk of the deficien- 
:ieilshortages of fittings used to be made up in the process of re- 
pairsloverhauling in the form of replacements etc. as a normal 
chargo against the replacement account. 

Various measures for prevrntion and detection of thefts of fit- 
t inm from r ~ l l i n c  stork h a w  been further a u m e n t e d .  ~ u c h  as. in 
tr-durtion nf ~ntensivr  patrolling in selected vards and vulnerable 
s m t s  hv doe squads and  armed partiec;. and  strengthening 13 Crime 
T Q + ~  lliqonce on the Zonal Railwavs 

MINISTRY OF WORKS. HOUSING & SUPPLY 

Recomnenda tion 
The Committee are unhappy a t  the manner of placing the contract 

in this cnw by the ~ i r e c t o r  Genernl of Supplies and D ; s o o d s  which 
resulted in the purchase of unsuitable stores a t  a cost of Rs. 3.18 
!qkhs exrhtding lia'c; tax involving foreign euchang:! element of 
Rs 1 96 lakhs. There was failure on the part of the officer responsible 
for thn purcase, t o  1nentio.i in the accepted tender the primary re- 
quirement of the indentw t h ~ t  the drill steel rod5 should be "suitable 
for drilling in hard rocks". In view of the fact thet the description 
of the store given in the firni's t e -der  was not entirely indentical with 

1852 (Aii ) LS--6. 



that in the tender enquiry, the otR~cr should hwe consulted thd 
indentor before obtaining a clarification from the Arm. Moreover, 
having obtained a clarification from the firm that specifications given 
in the tender would suit the requirement, the officer should have 
acted in a bntsinesslikR manner and made a refcrence to this in the 
accepted tender. 

Another failure of the officer was that he did not inform the 
Director of Inspection in Tokyo about the clarification given by the 
firm. The Director of Inspection on the basis of whose inspection 
report, 98 percent of the payment was to he made was thus precluded 
fram satisfying himself about the suitabilitj. of the stores for drilling 
in hard rocks before passing them. The fact that on receipt of the 
indentor's complaint later, the Di~ector of Inspection was able to 
verify from the manufacturer that the rods of the particular quality 
were meant for drilling in hard rocks, indicates, that if the officer had 
been posted with the requirement of the indcntor he would have 
been effective in the inspection of stores. The Committee desire that 
the necessary action should be taken against the Officer concerned 
for the lapses. 

The Carnmittee are surprised that wen  after the receipt of the 
complaint from the imdentor on the 11th February. 1963, regarding 
the unsuitability of stores, six more contracts of the value of Rs. 
99,2981- were placed on the same firm before the matter was referred 
to the Law Ministry for advice. The firm was later suspended for 
one year. In view of the fact that wrong statement was made by the 
fum, the Committee feel that its suspension for one year was no$) 
adequate punishment. The Committec suggest that the D.G.S. & D. 
should consider the question of blacklisting the firm. 

(S. No. 39 of 72nd Report-S. No. 17 of Appendix XIX, to 
the Fifty-third Report, I11 Lok Sabha) 

Action taken 

1. The Disciplinary aspect of the case was examined in detail. As 
decided by the Director General. the Assistant Director of Supplies 
concerned has been administered a warning which has been placed 
on his C. R. Dossier. 

2. As regards the question of taking administrative action against 
this firm, viz. 531s. i t  has been decided, in consultation with the Cen- 
tral Vigilance Commission. to blacklist them for a further period of 
two years with immediate effect. 

PO. 45(5) 166-PI dated 12.5.19671. 



MINISTRY OF RAILWAYS 

(RAILWAY BOARD) 
Recommendation 

The Committee are surprised to learn that no enquiry was held 
in regard to the loss of 21,011 bags. They would like that an enquirJt 
should be held to ascertain the circumstrmces leading to the loss, 
before the amount is written.ofl. 

[S. No. 39 of 72nd Report-S. No. 38, Appendix XIX to 
53rd Report, 1965-66.1 

Action taken 

At the outsel, the  Ministry of Railways would like to express 
the:r regret for the incorrect presentation of the factual position at 
the earlier stages, as explained below. 

2 -4s dcs-red by tbn Committee, the Northeast Frontier Railway 
w~!: directed to constltutz an Enquiry Committee to go into the 
q u ? s l ~ o r ,  of  t h c  rq~nr!~cl loss of 21,014 cement bags. Accordingly an 
Erquiry Committee was formed in July, 1966 who have since sub- 
m ttzd their report (Annexure) . 

3. It would bc. ob-crved that according to the balance sheet at- 
tach?~] to the Enquiry Committee's report there is practically no 
non-accountal cf empty cement bags as initially reported. It  is 
understaud that the initial discrepancy was due to some wrong 
figures suaolied initially to Audit by the office of the Executive En- 
~ : n e - r  (Construction), Pandu. The then Head Clerk (Stores) of 
tha t  office was found to  have fa;led in his duties in checking up the 
!i:ur?s arld f:~r this lapse he has been punished. 

4. The A. D. A. I.  (Railways), while vetting the Memorandum, 
h7s observed as under: - 

"The Chief Aud~tor. N. F. Railway has reported that his o&e 
could not v ~ r i f v  the figures mentioned in the nurneri- 
csl 'Balancn Sheet' of the empty cement bags (enclosed 
with the R e ~ o r t  of the Enquiry Committee) in absence 
of svstcmatic and complete records and followine ob- 
servations were made by the Local Audit while vetting 
the figures: - 

'The following figures have been verified with r~rords  as 
far  as available in the Executive EngineerlConstruc- 



tions OfFice, Pandu. 

(a! Total Gross Receipts. 
(b) Canent bags in stock :-- 

(i) with ~ern-nt . 
(ii) hnptirs. 

(c) Empty cem-nt bags 
to DCOS/Pandu. 

(d) Isjued to other Districts 
Departments etc . 

(e) Issued to 0 .  L .  Submiinarc s 

6 , 0 8 , ~ 6 6  bags 

45,913 

1>9!,131 

rs69355 

79292 

Other figures could not be verified for w ~ i ~ t  of systematic records 
at this stage. Hence the complete accounts cannot be vetted.' 

It is requested that the draft memorandum may kindly be suit- 
ably amplified in the light of the position indicated above." 

(O.M. No. 66-B (C) -PAC. 111 153 (Main) Dated 8.3.1967) 

ANNEXURE 

REPORT OF THE ENQUIRY COMMITTEE 

SUB:-Para 25 of Audit Report (Ra ' lways )  1964-Loss due to 
dete~+oration of emptg cement bags. 

As a result of the Audit Inspection cf the XENICON's office held 
in January, 1962 it was 'detected that there was some loss due to 
damage of empty cement bags. This was later on converted Into 
a draft para in which there was a mention of an alleged loss of 
21014 empty tags. In the numerical balance sheot submitted along 
with the draft para these 21014 bags were shown as not accounted 
for i.e., which had either been lost or completely dccaye-1 The Sub- 
Committee of the PAC desired an enquiry to be conducted in regard 
to the alleged loss of 21014 bags to ascertain the circumstances 
leading to the loss before writing off the amount. Accordingly. an 
Enquiry Committee was formed under CE's Memorandum 
No. W134111AjW-3IP-I11 dated 27-7-1966 with the following officers 
as members. 

1. Shri J. M. Sharma, XENICON(PN0. 
2. Shri S. S. Das, T.S.O.IPN0. 
3. Shri S. Chattopadhya, SAOICTCJPNO. 



Proceedings and reasons for findings 

After going through the available records in  the  XENICON's 
3ffice, the Enquiry Committee came to the conclusion that  the figures 
which were earlier submitted requ'red to be re-checked. Accord- 
ingly, the figures in the numerical balance sheet submitted along 
with the draft para by the Audit were checked. It was found that 
there was some variation between the figures given earlier and the 
figures arrived a t  now on the basis of available records. A copy of 
the revised numerical balance sheet is attached along with this 
report. 

It will be foun'd from the balance sheet that  there is now no 
figure in the  balance sheet which could not be accounted for. In 
fact, on the basis of the available data the Committee have come to  
the conclusion that  there was an excess of 4950 empty cement bags. 
It is found that the closing balance of empty cement bags in stock 
i.e., 64,217 Nos. jnclud.:s a quantity cf 6950 scrap empty cement 
bags. The condition of these bags was suzh that they could not he 
properly counted dur ng Stock Verification in March, 1962 vide 
Stock Sheet No. IOWConiS]8, dated 16-3-1962. It is likely that  the 
difference in figures i.e., 4950 was due to the fact that the actual 
number of scrap bags was less than 6950 as accounted for 'clue to the  
rotten condition of the bags. The Committee have not taken into 
consideration 10.000 empty c m e n t  bags the cost of which was said 
to  have been recovered from the Ccntractor. as, on examination of 
the available records, i t  was found that there had boen no recovery 
from the Contractors un account of empty cement bags for the  
period upto 31-12-lY61. T h ?  Committee have, therefore, decided not 
to  consider this figure ~vhich cannot be substantiated by the  avail- 
able records. 

Two figures appearing in the original numerical balance sheet 
could also not be proved. These are:- 

(1) Empty bags due from the contractors 36221 

(2) Empty bags sold out as per DGS & D's 7.950 
rate contract. 

Though the  Committee have not found any records to substan- 
tiate these two figures they have considered these two figures in the  
revised numerical balance sheet a s  these have appeared in the  origi- 
nal Audit Objection which preceeded the preparation of the  draft 
paragraph. The relevant cxtrdct from the  Audit Objection farward- 



ed u d e r  CA's D.O. No. 11100)13161-62 dated 1-5-1M addressed to 
Shri Inder Singh, CElPNO is given below: - 

"Out af the balance cement bags, 7,950 Nos. were sold out to 
various parties and another 36,221 Nos. were still due 
from Contractors." 

(Su'b-para 8, Sentence 1 of item-3) 

No record could be traced proving the fact of sale to the Bag 
Collect'ng Agents as per DGS&D's Kate contract. But the Com- 
mittee feel that as the Audit Inspection took place in January, 1962 
they were in a better position to check up the available records from, 
the subordinates' offlces and there must have been some basis for 
Audit who had taken this figure in their Inspection Report. The 
figure viz., 36,221 empty bags due from the contractors is difficult 
to prove as it will requ re a thorough examination of the numerous 
returns from all the works during the period from 1958 to 1961. But 
unfortunately, at this distant date all the returns are not readily 
traceable. Hence, this figure could not be proved on the basis of 
the available records. But this figure can be considered on the basis 
of the argument given earlier in connecticn with the sale of cement 
bags at DGS & D's rate. 

The Committee have examined Shri . . . . . . . . . . . . , the then Hd. 
Clerk Stores Sec. of XENICON's office and Shri . . . . . . . . , Divisional 
Accountant of XENICON's office. The then IOW; CON. Shri . . . . . . , 
eauid not be examined by the Committee as he has retired from 
Railway Service. 

Observation of the Committee 

The Committee have noted with regret that though the COS was 
requested to depute an officer of the Stores Department to appear 
before the Enquiry Committee, no officer from the Stores Depart- 
ment appeared before the Enquiry Committee. CE may like to 
take up the matter with COS so that necessary co-operation may be 
extended in similar cases in future by the COS. In this particular 
case, however, the Enquiry Committee found the discrepancies in 
figures and so appearance of the Stores Officer was ultimately not 
considered necessary. 

Find:ngs of the Committee 

The Committee have, therefore come to the unanimous conclu- 
sion that there was no non-accountal of these 21014 bags and con= 
auently there was no loss of these bags. 



The Committee have noted with concerned that the earlier figures 
submitted by the XIXICON'S ofice to Audit were not thoroughly 
checked up before submission to Audit. The figures were aIso 
adopted by Audit in the draft para. 

It is, therefore, recommended that adequate steps should be taken 
so that such inaccuracies do not c r e p  in during the submision of 
figures to audit or during the factual verification of draft pars  by 
the administration in future. 

Sdl- MI- MI- 
S. C.  Cluttopadhaya S. S. Das, J. M. Sharma, 

Member, Member, Member, 
3Ar3iCTCjPNO TS.0.  jPNO XEN i CON /PNO. 



NORTH EAST FRONTIER RAILWAY 

Kzcc~pl I ~ S U ~ S  and Stock 

Figures shown 
Partiailars in the Balance Kev~sed bigures 

sheer attachnl 
to the draft para 

Figures sh:,wn in the 
Particular\ balance sheet at- Revised Figures 

tached to the draft 
para 

I T o t d  No. of cement bags I Cement bags in stock :- 
received from Cement (a) With cement 22,996 Nos. 98,797 Nos. 2b701 NOS. 
Companies & other (b) Empty bags 75,901 Nos. (See note 4 below) 64,217 NOS. 8 
sources during 1958, 
1959, 1960 & 1961 . %,17,594 NOR. 6,08,566 Nos: - 85,918.Nos. 

(+)4,950 Nos. 2 Cement stock despatched to 
2 Difference in stock . !See note r below) other Districts, Deptts., Oil 

Refinery & Open Line Su- 
bordinates for which empty 
bags were not received 
back . . 1,92,832 Nos. ~ , ~ s Y Q ~ * N ~ s .  

3 Empty cement bags used up 
departmentally . . . 59 149 " 5,149 " 

(See Dote 2 below) 

4 Empty bags for which cost 
was recovered from the con- 
traztors . . . 

5 Empty bags due from the 
contractors . . . 



6 Empty bags sold out as per 
DGS&D rare contract. 7,950 " 7,950 " 

7 Empty bags despatched to 
other engineering Distts. 23.500 Nos. 50,500 " 

(See note 3 below') 

X Empty hags sent to District 
Controkr  of Stores . 1,92,131 " 1,92,13I* " 

9 Emnty bags remianed un-ac- 
cr>ute.i for '21,014 " Nil. 

(See note 4 below) ---- ----.- - -- 3- 

6,17,594 Nos. 6,13,516 No<. 6,17,594 643,516 Nos. 

[*-These figures have been vetted by Audit.] 

NOTE :--(I) The cIo5ing balance of empty cement bags in stock i.c. 64,217 Nos. includes a quantity of 6,950 Nos. scrap bags. The  condition of these 
bags was V J C ~  t h ~ t  thav c ~11d not be properly ca1nte.1 during stock verification in March 62 (& Stock Sheet NO. IOW/CON/S/8 dated 
16-3-62). The Stock verifier had remarked on the brdy of the stores return for themonth of Dec. 61-Jan.62 which was the latest return 
availableat that time, that these bags haw become dust and unaccountable. It  is quite likely that the difference in figures i.e. 4,gSoNOS. 
wasdu eto the fact that the acrual number of wrap bag< was less than 6,453 No.: scra? barn as accounted for due to the rotten mndition of 
the bags. 

( 2 )  Out of 5,149 Nos. bagsused for departmental purpow, 4 .wn N%. were used for r e b ~ p g ~ n g  the cement bags torn out during handling and the 
balance 1,149 Nos. were u5e.i for stacking cement In thc godown of IOW/EAST's siding (uidc. remarks in theXEN's working sheet). 

( 3 )  A quantity of 3,030 Nos. transferred from the sto:k of Ontn I,ine S ~bordinates was wrongly included i n  the earlier . figures of 53,500 
which have npw b e ~ n  de luned as FII:TX~C 1 by t h -  :\ I t t t  Offixr to arrive atithe figure of 5o.500 N o s  

. . (4) There 1s a t()t.dling mistake of roo in the fipirc of 9q.797 w h ~ h  should have heen 98,897 Nos. Similarly the figure against item 9 should have been m,grq Nos. instead of 21,014 Noq. 



FURTHER INFORMATION RECEIVED WITH MINISTRY OF RAILWAYS 0 .M.  
No. 67-B (C) -PAC/ZIZ/72 (0) DATED 10-7-1967 

The observations of the Committee are noted. The Ministry d 
Railways would, however, respectfully submit that the "action taken 
note", on Recommendation No. 38 of the 53rd Report of the Corn- 
m i t t e ~  (Third Lok Sabha) was furnished to the Lok Sabha Sectt. 
vide this Ministry's 0 . M .  No. 66-B (C) -PAC 1111 153 (Main) dated 
8-3-1967. It is regretted that the note on the subject could not be 
furnished earlier as the facts in regard to this case had to be specially 
checked both by the Railway Administration and Audit. 
This has been seen by Audit. 

Recommendat ion 

The Committee are not convinced of the explanation for nleking 
90 per cent payment not on the basis of the provisional rates men- 
tioned in tbe supply order but on the basis of assured prevailing 
market rate. In view of the fact that the provisional rates were fixed 
on the basis of the lowest rates prevailing at the time, the Commit- 
tee feel that 90 per cent of payment should have been made on the 
basis of those rates to safeguard the interests of Government, pend- 
ing fixation d final rates by the Iron a9d Steel Controller. In case 
the provisional rates are unrealistic the remedy lies in improving' 
the machinery for fixing them. 

(SI. No. 40 of 72nd Report-41. No. 18 of Appendix XIX to 53rd 
Report, (Third h k  Sabha). 

Action taken 

An amplified note prepared by the Min.stry of Steel, Mines and 
Metals by way of ccmments on the Ministry of Railways' Memo is 
attached, which brings out the *factual position more clearly. 
(Annexure I) .  

[O.M. No. 67-B (C) -PAC1111 I72(0) Dated 28-2-1968]. 
ANNEXURE I 

Reconrnrendation S.  No. 1 L 5 3 r d  Report (1965-66) 

Comments of the Ministry of Iron and Steel 
The Northern Railway placed orders on a A r m  direct for supply 

of imported materials at  a provisional rate of Rs. 700 per ton with 
the stipulation that the rate would subject to verification by 
Iron and Steel Control, Calcutta. The b d s  of fijcation of provisioncr2 
price by the Railways i s  not known to I ~ o n  and Steel Contmlkr, 
Calcutta. . . 



A report on the subject was re.ceived from the Northern Railway 
in Iron and Steel Controller's ofice for the first time on the 31st 
Januaryllst February, 1958, intimating that some overpaymenG had 
been made by them to the firm while making 90 per cent advance 
payment. Northern Railway also wanted to know h t e r  alia whe- 
ther the rates charged by the firm were verified by the Iron and 
Steel Controller. The case was examined in the office of the lron 
and Steel Contrcller and on the 1st May, 1958 i t  was intimated to 
the Northern Railway that no documents had been received from 
!he firm for fixation of rates. 

Regarding the additional information furnished by Railways in 
respect of direct purchase of imported steel, the m e e t  procedure 
is indicated below: - 

(i)  Whenever an indent is received by the Joint Plant Corn- 
mittee they plan on the producers to the extent of indi- 
genous availabil~ty and inform the indentor about their 
in ability to plan for the rest. 

(ii) The indentor then takes up this matter with Iron and 
Steel Controller, for clearance from indigenous angle 
with a view to importing the remaining quantity. 

(iii) Iron and Steel Controller then gives the clearance after 
informally discussing the matter with Joint Plant Com- 
mittee. 

(iv) The indentor takes steps thereafter to import the mate- 
rials after obtaining Import Licence. 

It woukd thus appear that a Joint Plant Committee do not take 
any steps for obtaining clearance, from indigenous angle, from Imn 
and Steel Controller. to enable the indentor to import the quantity 
of the material not available from indigenous sources. The entire 
initiative in this regard rests with the Indentor himself (which in 
the present case was the Railway Board). 

Rccoinmendation 

The Committee regret to note that this is another caw wbarc 90 
per cent of payment was made on the proof of despatch of goods, rl- 
though the goods were found to be on receipt not according to sepci- 
ficstions. They desire that thc present system of making advance 
payments should be revised in consultation with the Iron and Steel 
Controller and D.G.S.& D. to ensure that interests of Government art 
adequately safeguarded in case of defective supplies. 

(8. JVo. 40 of 72nd ReportS. No. 19 of Appendix MX to 
53rd Report (Third Lok Sabha)]. 



Action taken 

The n~emorandum already submitted to the Committee on this 
recommendation may be treated as final. The policy issue regard- 
ing the system of advance payments is, however, still under consi- 
deration in consultation with the  Ministers concerned. 

[O.M. No. 67-B(C)-PAC/III/72(0) Dated 28-2-1968]. 
F U R ~ E R  ~NFORMATION RECEIVED WITH MINISTRY OF RAILWAYS 0.M. 

No. 67-B (C) -PAC I I11 I72 (0)  DATED 5-8-1968. 
Question: 

Please intimate the result of the review of the question of making 
advance ,payments in such cases. 
Reply: 

I n  an  earlier memcrandum submitted to the Committee on 28-2- 
1968, furnishing further remarks with reference to Recommendations 
S1. Nos. 18-22 of P.A.C.'s 53rd Report, it was stated in regard to 
Recommendation No. 19 that the policy issue regarding the system 
of advance payments was under consideration in consultation with 
the.-Ministries concerned. . 

The matter has since been reviewed in consultation with the 
Ministry of Works, Housing and Supply (Deptt. uf Supply) and the 
Ministry of Steel (Deptt. of Iron and Steel). Mmistry of Works, 
Housing and Supply have stated that advance payments are gene- 
rally made in the contract entered into by D.G.S.&D. only after 
inspertion and against proof of despatch. It is only in a very small 
number of contracts involving purchase of stores from East European 
countries where the department is not having inspection arrange- 
ments, that advance payments are made on the  strength of makers' 
test certificate. In such cases also these certificates are  accompanied 
by a suitable warranty in respect of quality, workmanship, confor- 
mity to the prescribed specifications etc. Under the terms governing 
the contracts entered into by D.G.S. & D., the contractors a r e  res- 
ponsible for the correctness of the stores until they are received 
and accepted by the consignee. Further, the warranty furnished 
by the  supplier operates for a pencd of 15 months after delivery 
and 12 months after arrival of the stores at the ultimate distination 
attd -survives inspeztion and acceptance of stores by the consignee. 
i ~ ;  vlcw of this, the Department of Supply is of the view that there 
is no necessity for modification in the system of payment obtaining 
@ -the D.G.S.&D. 

Ministry of Steel (Deptt. of Iron and Steel) in their reply have 
stated that so far as Iron and Steel materials are  concerned, in the 
case of supplies by main producers and these Re-Rollers who have 



come under the orbit of Indian Standards Institution's certification 
procedure, for all standard and commercial materials the  onus of 
certification lies with the  works subject to certain percentage check 
by the Director of Inspection (metallurgy) on behalf of Indian 
Standards Instituticn. In  resped of other assorted Re-Rollers and 
small producers no real check appears to be possible. 

The extent procedure regarding the system of advance payment 
on the Railways has been reviewed in the :ight of the views expres- 
sed by the Department of Supply and Ministry of Iron and Steel. 
The instructions, as already existing, permit advance payment only 
on proof of inspection and despatch. Advance payment on proof 
of despatch without inspection is permitted only in very rare cases 
and under s:~ecial circumstances with the approval of the General 
Manager and this is not the normal practice '11 contracts placed by 
the Railways. Thus, the case examined by the P.A.C. is net typical 
or representative of the contracts entered intc by the Railways for 
supply of Stores. Instructions have now been issued to the 
Rsilv:ays in 34in;stry of Railways (Railway Board) 'etter No. 67/ 
RS(G) ;753.'3 dated 31-3-1968 (Anncsure).  reiterating that, as a rule, 
a d v a x p  pavn~ents c i.n be authorised only in cases where goods are 
inspected a n d  passed before despatch. Railways have also been ad- 
vised that w h ~ r e ,  in exceptional cases, advance payments have to be 
authorised on mere proof cf despatch, sufficient safeguards should be 
provided so that interests o! Government a re  protected in cases of 
defective supplies. 

This has been seen by Additional Deputy Comptroller and 
Auditor General (Railways) subject to the portions of the memo- 
randum c o n w n i n ?  Dep3rrrnent ( i f  Iron and Steel and Dq;artmcqt 
of Supply being vetted by the Accountant General, Commerce, 
Works and Miscellaneous. The portion of the Memorandum relating 
to Department of Iron and Steel has since been vetted by A.G.. 
C.W.&M. His adv'ce relating to Department of Supply is awaited. 

A N N E X U R E  
GOVERNMENT OF INDIA 

MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

No. 67/RS(G) ;753/3. New D ~ l h i .  dated 11-3-1968 
The General Managers, 
All Indian R~i lwavs ,  inc1ud:n~ CI,%'. DT.IY, ICF & R.EG.. C.40 R. 
CE., D.B.K. Rly. Projects, Waltair 

SUB: -Acceptance of term of payment stipulated bg t e r~ders. 
A case has cr)me to the notice vf the Public Acco~~nts  Committee 

wherein 90 per cent pavment was authorised by Railwav on proof 



of daspatch of $oards and the goods were found to be, on receipt, 
not according to the specifications. The Public Accounts Corn- 
mittee have desired that the present system of making advance 
payment should be revised in consultation with the Iron and Steel 
ContFaller and D.G.S. & D. to ensure that interests of Government 
are adequately safeguarded in case of defective supplies. In the said 
case, the safeguards of getting supplies inspected prior to despatch 
had not been exercised nor incorporated in the conditions governing 
the contract. 

In this connection, attention is invited to Railway Board's letter 
No. 63tRS(G)"753 dated 22-4-1965 in which Board have stated that 
a policy decision has been taken to follow the existing procedure of 
making only 90 per cent payment of proof of despatch after inspec- 
tion in respect of direct purchases in terms of Board's letter of same 
number dated 6-1-1964. It  has also been stated therein that the 
powers vested in the General Managers to accept the non-standard 
terms of payment including payment beyond 90 per cent on proof 
of despatch in terms of paragraphs 419-S and 4 2 0 3  although holding 
gwd, such cases should. be very few and properly justified. As a 
rule, as laid down in I.R.S. ccnditions of contract, advance payment 
can be authorised only in cases where g o d s  are inspected and 
passed before despatch. In exceptional cases, which would indeed 
be very rare, where the advance payments are authorised on proof 
of despatch. the provisions contained in Board's letters Nos. 641 
RS(G)/385/1 dated 9-6-1966, 4-10-1967 and 5-10-1967 should be 
fol'owed. The main intention is that sufficient safeguards should 
be providPd so that interests of Government are protected in case 
of defective supplies. 

For steel items ordered on main procedures wh? allow cash dis- 
count on prompt pavment, proce-lure laid down in 61-ACIII/30/7 
dated 29th August, 1964 will apply. 

h c e i p t  of this letter may please be acknowledged. 
Director. Railway Stores. 

Railway Board. 

3.90. The Committee are unhappy over the failure of the officer 
concerned to follow the proper procedure in calling tenders and over 
his recommending the particular firm for placing the order. Accord- 
ing to the procedure limited tenders should hnve heen called fur 
from approved or remgnised registered dealer*. The Committee rrre 
surprised how the officer happened to invite tenders from the pnrti- 
eutar firm in question, the credentiah of which were not verified and 



with which neither the Northern Railway nor any other, Bailway 
had dealings in the past. The Committee, therefore, cannot rule out 
the possibility of collusion of the officer with the fW. They note 
that the officer has been prematurely retired on the basis of his whole 
record of sewice. The Committee, however, suggest that action 
should also be taken against the officer who approved the tender 
finally. They also hope that necessary remed:al measures have been 
taken to prevent the recurrence of such cases. 

3.91. I t  is also disquieting that the early period of delivery which 
was an important consideration for placing the order on the fUm was 
actually not adhered to by the firm in making deliveries. The Com- 
mittee suggest that imposing of some penalty on the firm of this ac- 
count should a's7 he considered. 

3.94. The Comdttee are ronstrained to observe that this was pet 
another failure in this case that further payment was not stopped 
after April, 1957 when a Department Enquiry was appointed to 
investigate whether the material was imported. In view of the facts 
that the firm had not furnished the manufacturer's test certificates as 
stipulated in the purchase order, the samples sent to Railway Metal- 
urgist had not passed the test, and 90 percent of the money had been 
paid on earlier consignments, the officers should have stopped pay- 
ments in respect of further consignments. It is regrettable that t h ~  
officers concerned were not watchful about the financial interest of 
Government. The Committee desire that ro~ponsibili t~ should be 
fixed for this lapse. 

[Sl. No. 40 of 72nd Report-41. Nos. 20 and 21 of Appendix XIX 
to 53rd Report (Third Lok Sabha) ] 

Action taken 
No further remarks The memoranda already submitted to the  

Committee nn these recommendations may be treated as final. 
[O &I. No 67-B(C)-PACIIII 7 2 ( 0 )  Dated 28-2-1968]. 

Recommendation 
The Colnnlittcc are perplesed to learn during evidence that "offi- 

cers examined the files but found that nither the Bihar Government 
Gazettc nor circular was traceable anywhere and they could lnot 
fix any responsibility on any particular individual" and that there. 
were lapses at every stage of this case. They are of the opinion 
that the nlanuer in which the crse has been dealt with leaves much 
scope for improvement in the procedure laid down by the Railway 
Administration tn tackle such issues. They, therefore, drs in  that 
ihc official procedure should he ~ t r c a m i i n ~ d  with utmost speed so 
that lapses may not recur in future. 



The Committee are surprised that a warrant of attachment of thr 
station earnings was issued by the Certificate Officer, Muzaffarpur 
for the realisation of Rs. 59,969. The propriety of such an action 
is open to question. The Committee suggest that this case may be 
brought to the notice of Bihar Government at the highest level and 
that certain healthy conventions laid down for settlement of \issues 
between State Govt. and Central Govt. by correspondence andlor 
discussions at appropriate levels. 

[S. No. 40 of 72nd Report-S1. No. 33 of Appendix XIX to 53rd 
Report (Third Lok Sabha)]. 

Action taken 

As earlier submitted to the Committee in the Ministry of Rail- 
way's Memormdum of 13-10-1966. the Minixtry of Finance had been 
request& to consider issuing appropriate instructions to the  State 
Governments in ronsu tq t im with the ?11nistry of Law and the 
Ministry of Home Affairs. The draft instructions are still under 
the'r consideration. 

This has been seen by Audit. 

[O.M. No. 67-B(C) -PAC/III / 72 (0 )  Dated 15-9-1967]. 

Further infcrmation received with Ministry of Railways O.M. 
No. 67-B (C) -PAC III/7: (0)  Dated 26-3-1968. 

In pursuance of the ea!-11-r hlemorandum on the above Recom- 
mendation submitted with this Ministrv's Office Memorandum No. 
67-B (C) -PACIIII  72 (0) .  dated 15-9-1967. it is stated that the Mqnistry 
of Finance have since suitably addresstd the State Governments on 
the procedure that may be fol!owed In setthng the c.\~titandine 
claims between th? State Grvernments and the Central Government 
amicably, without undue delay and without recourse to coercive 
processes such as attachment 3f propertv etc. The Ministry of 
Railways have also issued necessary in5truct'ons to the Railwav 
Administrations. 

This has been seen by Audit. 

In this case also it is not clear from the reply whether the proce- 
dure is being properly followed or not and what is the periodicity of 
the Reports sent by the Purchaqe Organisations abroad to t+e Rail- 
way Board. The Committee desire that the intervals at which the 
information is being supplied by the Purchase Organisatims, the 
nature of the Report; (whether they contain up-to-date information 



or not) and the number of Reports received by the Ministry in the 
last six months of the Anancial year 1965-66 may be intimated to 
thew .They would also like to k n m  if the Ministry of Railways 
have formulated any plans/propasals' for the improvement of the 
existing procedure and if so the details thereof may be furnished. 
F. No. 40 of 72nd Report-S1. No. 41 of Appendix XIX to 53rd 

Report (Third Lok Sabha 1. 
Action Taken 

This matter is under consideration in consultation with the 
Ministry of Works, Housing and Supply, (Department of Supply) 
and a further communication will be sent as soon as the matter is 
f i n a l i d .  

This has been seen by Audit. 

[O.M. No. 67-B (C) -PACIIIIi72 (0) Dated 19-8-1967]. 

FURTHER INFORMATION R E C E I ~ E D  VIDE MINISTRY OF RAILWAYS 0.M. 
No. 67-B (C) -PAC 111'72 (0) Dated 5-8-1968. 

In their fifteenth Report (Second Lok Sabha) the Public Ac- 
counts Committee had recommended a procedure of periodical re- 
ports-fortnightly from the end of January and weekly reports in 
the month of March-by the Purchase Organisations abroad to the 
indenting Ministries regarding the availability of stores and Ship 
ments etc. Suitable instructions were issued by the Ministry of 
Works, Housing 8. Supply to the Purchasing Agencies abroad to 
comply with the Committee's recommendations. 

In reply to item 2 of the points raised in Lok Sabha Sectt's 0. M. 
No. 2/IX/7 'PAC. dated 11-3-1966, the Committee were informed 
that a procedure for receiving information through periodical re- 
ports from Foreign Agencies had been formulated &d had been 
working for the last four/five years. It  was also added that the pos- 
sibilities of obtaining a forecast of likely payments in addition to 
the particulars of  actual payments would be explored in consulta- 
tion with the Deptt. of Supply which might assist still further in im- 
proving the accuracy of estimation of the Railways' requirements 
towards t h ~  close of the year. 

The Commi+tee, in recommendation No. 41 of their SSrd Report 
(Third Lok Sabha) sought clarification regarding the periodicity of 
the Reports and the number of Reports received in the last six 
months of the financial year 1965-66 and whether any plans or pro- 
posals had been formulated by the Ministry of Railways for the im- 
provement of the existing procedure. 

I852 (Aii) LS-7. 



92 
The information asked for by the Public Accounts Committee 

regarding the number of reports received during the last six montb 
of 1965-66 was elicited from the Railways. As there was delay in 
collecting the i ~ h r m a t i u n ,  a provmonal reply was sent to the Lok 
Sabha Secretanat on 21-1-1967 to the  effect that only 88 reports were 
received as against 200 reports due from the Purchasing Missions 
abroad during the six months from October to March. 

From further information since received, it is seen that in fur- 
nishing the total number of reports due from the Foreign Agencies, 
the Railways had confused the periodical reports due from the  end 
of January according to the P. A. C's recommendations with the 
monthly reports of actual payments received throughout the  year 
even prior to the Committee's recommendation. The frequency of 
reports as recommended by the  Public Accounts Committee in 1959 
is fortnightly from the  end of January and weekly in the month of 
March, i .e. ,  only one report is due in January. two in February and 
415 in the month o f  March. no report being due prior to January in 
each financial year. 

The total number of Reports due with reference to the Com- 
mittee's recommendations in :he last quarter of the ftnancfal year 
(and not during last six months as asked for by the Committee) 
thus comes to 7 ni., 8 for  each Railway'Unit, separately from each 
Supply Mission located at London'Washington. No report to the 
Railway'Unit n.hq have no purchase order on one or both of these 
.4gencies wouId, however. be necessarv. On this basis, i t  has now 
been reported by the Railways that 136 reports (80 from I. S. M.. 
London. and  56 frorn 1. S. M.. Washington) were due for the last 
quarter o f  1965-66. against which only 73 reports (57 from T. S. M., 
Lnndon and 16 from I.M.S.. Washington) ~i-re received. T.S.M., 
London and I.S.M.. W a s h i n ~ o n  have. hon*cver.. intimated that 104 
and 58 reports. respectively were sent by them. In  any case the 
number of reports sent or received is not of m w h  significance ;LE 

even such, .report.;, as were received froni Forei qn Mission.;, could 
nnt he used by the  Railways as the form in which the information 
is being furnfshed does not sui t  the requirements of the Railways 
In framing their estimates in a realistic and  accmatrt manner. 

For instance. while the actual payments made tn end of the period 
for which t h r  report is received would he useful in fixing the flnal 
estimate, what is w e n  more important is the Ilkely pavment before 
the close of the ?]ear as distinguished from the balance of p a m e n t  
due under the contract on which informatinn is furntahed (this 
could casilv hc calcula t~d as total value nf contract less the pag- 
men's alreadv  mad^). This aspect of the  matter was therefore, pur- 
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s u d  with the Ministry of Works, Housing & Supply, for obtaining 
forecasts of likely payments during the last two months of the year 
in addition to the fortnightlylweekly reports required to be furni- 
shed by the Supply Missions abroad with reference to the Commit- 
tee's recommendations made in 1959. so that further improvement 
may be effected in the accuracy of the Railway's estimates of require- 
ments towards the close of the year. The Ministry of Works, Hous- 
ing and Supply (Deptt. of Supply), in consultation with the Purchase 
Missions abroad, have, however, expressed the inability of these Or- 
ganisations due to administrative difficulties, to furnish forecast of 
likely payments during the last two months of the year as pressed 
for by this Ministry 

In respect of budgeting for thc indigenous stores purchased 
through the D.G.S Rr D for which the initial payment to the vendors 
is done by the Pay & Accounts Officers, the Ministry of Works. Hous- 
ing & Supply have been repeatedly requested to furnish to the rail- 
w v s  by the 10th February each year the details of payments made 
13 vendors to the end of January and the forecast of payments likely 
tn be made to vendors during February and March. The Ministry 
of Works, Housing & Supply have intimated that while weekly 
information of actual pavments made till the middl2 of March and 
daily intirnatim n f  actual nnvments thereafter is being @ven to the 
railwavs. it is not possible to give any foreca~t  of paymerts likely 

' to be made during February and March. 2s ? s i r e d  hv thc Railways 
In view of what has been stated above, no further refinement of 

procedure in improving the accuracy of estimation (both indicenous 
as well as imported) towards the closing of the pear seems possible. 
Thc R a i l ~ 3 ~  Administrations will. however. be advised to make the 
best use of the information being supplied to them in estimating 
their recluiremcnts of funds as realistically as possible. 

This has been seen by Audit. 
Recommendation 

, The Committee are nnhnmv to note that out of Rs. 1.58.213 out- 
standing from the State Governments of Madras and Andhra Prndesh 
as on 31-1-1965. onlv Rs. 4.940 have been realised ~ m t o  30-6-1966. 
Thev fire not satisfied with the promess made in this direction. 

Thc Committee desire that special steps should be taken bv the 
Railwavs so that the full amount is recovered from the Statc Gov- 
ernments expeditiously. 

(SI No 41 Appendiv XTTI to 72nd Repor! 1966-67) 

Action taken 
The amount of Rs. 1.53 lakhs outstandine on 30-6-1966 has since 

been reduced bv recoverim wbsequentlv made to Rs 28 239 only 



on 30-4.67. Efforts are continuing to recover this balance amount rho 
expeditiously. 

This has been seen by Audit. 

Recorninendat ion 

The Committee regret to find that thc India Supply Mission. 
London and India Supply Mission, Washington had furnished during 
the six months (October, 1965 to March, l9M) 88 periodical reports 
to different Railways against 200 such reports which they were sup- 
posed to send. They also find that the information furnished by 
these Missions to some of the Railways was incomplete. 

[O.M. No. 67-B(C)-PACIIII! 7 2  (0) .  Dated 19-8-1967]. 

The Comn~ittee need hardly enlphasise that in order t o  avoid wide 
variations between estimates and actuals on account of materials 
purchased from abroad, it is essential for the Supply Missions abroad 
to  furnish the periodical reports about the placement of orders, 
despatch particulars and payments effected promptly and regularly, 
They also desire that such reports should be complete in all respects 
so that the Railways mag be able to estimate correctly their financial 
commitments. 

(S. No. 42. Appendix XI11 to ' 2 n d  Heport. 1966-67). 
-4ction taken 

The above recomm,endatin is marked t o  50th the hlinistry .:>f 
Railways and the Department of Supply & Technical Development. 
As further action in terms of the  Committee's recommendation 
rests with the Ministry of Works, Housing & Supply (Deptt. of 
Supply) who are  the administrative Ministry concerned with the 
India Supply Mission, London and the India 31lpply Mission, 
Washington, that Ministry has been requested to pursue the matter. 

This has been seen by Audit. 
[O.M. No. 67-B(C)-PAC 111: 7'(O). Dated 19-8-1967]. 

MINISTRY OF WORKS, HOUSING AND SUPP1,Y 
DEPARTMENT OF SUPPLY 

The submission of these reports by the Purchasing Missions 
abroad was started as a result of the recommendations of the Public 
Accounts Committee as cantained in the 15th Report (SI. NO. 4, 
Para 5). This recomm'endation inter alia stated ns follows:-- 

"If the  purchasing organisations abroad furnished reports 
regarding the availability of stores and shipments to 
the  indenting Ministries evem fortnight from the  end 
of January and weeklv reports in the month oi  March 



it would keep the indenting Ministries informed of the 
latest supply position and enable them to estimate their 
financial commitments more precisely. . . . " 

The frequency of the reports, as recommended by the Committee 
is, therefore, one in January, fortnightly in February and weekly in 
March, no report being due prior to January. in each financial year. 
This frequency has been maintained by India Supply Missions 
abroad right from 1959 onwards. 

The figure of 88 periodical reports supplied by the India Supply 
Mission London and Washington, against the Agure of 200 such re- 
ports which they were supposed to send, was based on a provisional 
reply sent to the Lok Sabha Secretariat by the Ministry of Railways 
on 21st January, 1967. In their 0. M. No. 67-B (C) -PAC-111172 (0) 
to the Lok Sabha Secretariat on 2nd May, 1968, however, the Minis- 
try of Railways have stated that in furnishing the total number of 
reports due from the foreign agencies, the Railways had confused 
the periodical reports due from the end of January according to 
the PAC recommendations with the monthly reports of actual pay- 
ments received throughout the year even prior to the Committee's 
recommendations. The Ministry of Railways have also afllrmed that 
the frequency of the reports as recommended by the Public Ac- 
counts Committee in 1959, is fortnightly from the end of January 
and weekly in the month of March, no report being due prior to 
January in each financial year. It  would be noted from the same 
0 .M.  from the Ministry of Railways that I.S.M., London and 
Washington have sent 104 and 56 reports respectively to the Rail- 
ways. 

The Ministry of Railways. Railway Board. to whom this Note, 
was shown have, however, made the following remarks:- 

"The Railways have, however, reporkd that only 73 reports 
(57 from ISM London & 16 frm ISM, Washington) 

were received by them." 

To enable the Ministry of Railways to formulate their estimates 
the Reports are being sent in a prescribed form, a copy of which is 
enclosed. The Ministry of Railways have, however, stated that the 
information furnished by the Miss on abroad in the form prescribed 
does not suit the requirements of that Ministry. According to them, 
the form does not give any information about the likely payments 
to be made by 31st March and cannot be useti for an assessment of 
requirements of funds from the point of  view of budgetinq for the 
final estimate. In this connection, it is stated that the I.S.M., 



, Washington place the contracts on FOB FactorylFAS Port of Ship- 
ment basis and due to the following variable factors, it is difficult 

furnish to the Railways the precise information which they 
want: --. 

(i) The delivery dates generally quoted by the suppliers are 
unguaranteed on the basis of which contracts are placed. 

(ii) The Suppliers in North America securing contracts, prior 
to delivery of the stc,res, have to approach the Missions 
forwarders--Shipping Company for obtaining shipping 
space by submitting their invoices indicating weights and 
cubic contents of the consignments offered for shipment. 

(iii) The Fordwarders-Shipping Company-have to line up 
cargo on the basis of the conditions stipulated in Loan 
Agreement jCre&ts under which supplies are financed, 
other than those financed through free resources. . The 
shipments have to be ensured on an overall 50-50 basis 
through U.S. flag vesselslIndian flag vessels. There is a 
time lag on this account of 2 to 3 weeks. 

After receipt of shipping instructions, the suppliers deliver 
the stores F.O.B. fact0ryjF.A.S. port of shipment. Till 
the point of actual shipment there is a further time lag of 
two to three weeks. 

The suppliers have to obtain inland bills of lading from 
carriers by road or  bills of Iading/Dock Receipts from the 

ForwardersiShipping Company for submission alongwith 
their documents for claiming payments. 

Time lag in the matter of submission of complete docu- 
ments by the suppliers for obtaining their payments either 
through the Banks against letters of credit in their favour 
or from Chief Accounts Omcer, I.S.M. 
Time lag in receipt of actual payments by the suppliers 
frcm the date of submission of requisite documen& in 
terms of the contracts to Banks/C.A.O., I.S.M. Some- 
times, the suppl'ers delay submission of their invoicesl 
documents for an appreciable period or the documents are 
not complete to enable releases of payments." 

According to the India Supply Mission, London, most of the infor- 
pat ion required by the Railways which could help them in making 
forecasts, would be available with them in Ind'a in the .form of ins- 
pection certificate copies sent to the Railway Board at the time of 
bpect ion,  copies of advance packing account invoices sent direct 



to the Railway consignees a t  the time of packing and shipment and 
finally, copies of "Mech. Forms". The office of the C.A.O. also sends 
monthly account statement of payments made to the respective 
Accounts Offices. These extracts give information about the contract 
No., Store, Cost, Vessel and the Name of the Consignee and are  
supported with copies of "Mech-I Forms". 

The Ministry of Railways, Railway Board, to whom this Note was 
shown have, however, made the following remarks:- 

"The Mlnistry of Railways, however, consider that the  infor- 
mation a t  present available m India in respect of the  
inspections e t c ,  and the actual monthly payments made, 
does not enable the Haiiways to assess in a realistic and 
accurate manner t h e  payments likely to be made by the  
foreign mrss~ons h t l fo~e  the close of the year." 

These and other practical difficulties n f  the two Missions in 
sending more detailed informat:on have been communicated to the 
Ministry of Railways anti it has been explained that with their 
present set-up. the Missions would not be in a position to supply 
more precise data. It is noted from the Ministry of Railways O.M. 
dated the 2nd May, 1968 that the Railway Administrations will be 
advisPd by the Ministry of Railways to make the best use of t h e  
information bcing supplied to them in estimating their requirements 
of funds as realistically as possible. 

0.M. No. P-11-3(2) 66 dated 5th August. 1968. 



(SPECIMEN) 

Repo+l regmding Payment in respect vf Railway Oders As on 3 1st January, I 96 . 

S. No. In lenting 0s- Co~tract No. Country in Total value of orders out- Payment made betu een Total value of 
cer & Reference which ordered standing on 31-12 1-1 and 31-1 orders out- 

standing on 
31-1 

Statement Number I 2 3 I 5 6 7 8 

For pcri@d ending 31st Jan. 13th Feb. 27th Feh. 6th Mar. 13th Mar. 20th Mar. 27th Mar. 3rd. Apr. 

n~tc to be des- 
ratcherl to India 21st Feb. 23rd Feb. 9th Mar. 16th Mar. 23rd Mar. 28th Mar. 4th Apr. 12th Apr. 



CHAPTER I11 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
REPLIES OF GOVERNMENT HAVE NOT BEEN ACCEPTED BY 

THE CONIMITTEE AND WHICH REQUIRE REITERATION 

MINISTTRY OF RAILWAYS 

The Committee note that the %ailwag Board were unable to 
achieve their target of carrying additional goods traffic during 1964- 
65. The actual increase in the originating traffic was 2.7 million 
tonnes only while the target for additional goods traffic during the 
year was fixed at 17 million tonnes. Since this target was fixed in 
consultation with various other Ministries etc., which made their 
own assessments in respect of various items, it would be seen that 
the assessments made by other Ministries etc. were wide off the 
mark. The shortfall in the originating traffic occurred mainly under 
coal and general merchandise including Railway's own traffic of coal. 
The Committee feel that the Railways could have foreseen the 
decrease in their own coal traffic at least and could have suitably re- 
duced the target of goods traffic to that extent. They feel that the 
reasons for such a huge shortfall in the target of goods traffic as well 
as in respect of other earnings require to be gone into in greater 
details by Railway Board for future guidance. It  is worth noting 
in this connection that but for the increased actual earnings of tbe 
Kailways from the passenger traffic, which amounted to Rs. 15.28 
crores over the budget estimates, the gap between the budget esti- 
mates and the actual would have been further accentuated. 

The Committee also make a note of the increasing percentage of 
variations between the budget estimates and the actuals from year 
to year (-4 per cent in 1961-62 to+5.3 per ceut in 1965-66), and feel 
that the percentage of variation between the budget estimates and 
the actuals could be reduced by having closer co-ordination with other 
concerned DepartmentslMinistries in assesainx the position better. 

(S. No. 1, Appendix XITI to 72nd Report, 1966-67). 



Action taken 

The recommendations of the Committee are noted. Close liaison 
is maintained with other DepartmentolMinistries to assess the anti- 
cipated quantum of spdcific traffic like coal and iron and steel (both 
raw materials and finished products), cement etc. Continuous effmts 
are also being made to improve the estimating of traffic and refine- 
ments are being introduced wherever possible. In regard to the 
Railway's traffic of materials for thelr own consumption, the freight 
earnings are adjusted as a reduction in working expenses and varia- 
tions in the Railwavs' own traffic do not affect the estimates of gross 
t r m c  receipts. 

This has been seen by Audit. 
[O.M. No 67-B (C) -PAC i TI1 172 (0) Dated 19-8-1067]. 

Reco?ni?~endat~o~~ 
Para 3.243 

The Committee regret to find that there has been delay at various 
stages, with the rebult, that 7 years had passed and yet the Hailwuys 
had not been successful in corning to a final settlement with the 
National Coal Development Corporation. Thcy hope that there 
would be no further delay in the matter now. 
Para 3.244 

As regards recover?; of an amount of Hs. 1.60 lakh3 [para 29(ii)j, 
the Conintittee learn with regret that the position way still not clear. 
They would like this matter which is pending for a long time to be 
Analised. 

(S No. 31, Appendix XI11 to 72nd Report. 196667). 
Actlon tukerr 

Para 3.243 

The observations of the  Committee are noted. As submitted to 
the Committee earlier. vtde note at Appendix IX of the 72nd Report 
(Thixd Lok Sabha) of the Committee, the proposal of the National 
Coal Development Corporation that a portion of the sidings cons- 
tructed for them in this case should be treated as a branch line of 
the Railways was under active consideration in consultation with 
the Eastern Railway Administration. After careful examination 
of the case, it has now been decided by the Ministry of Railways that 
there is no justification for treating that portion of the siding across 
the Damodar river upto the take off point of Gidi 'B' siding as a 
branch line. The Eastern Railway Administration have been advised 
of this decision and instructed that the N.C.D.C. should be advised 
to accept the siding on assisted siding basis and pay the balance 
amount due from them to the Railway without any further delay. 



Para 3.244 
The observations of the Committee are noted. 
This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC 1111 172 (0) Dated 23-9-1967]. 
FURTHER INFORMATION RECEIVED VIDE MINISTRY OF RAILWAYS O.M. 

No. 67-B (C) -PAC 1111 '72 (0) DATED 5-8-1968. 

Question: 
Please intimate the latest pcsition regarding the recovery of the 

amount of Rs. 1.60 lakhs. 

Reply: 
It  is regretted that there has been no appreciable progress in re- 

gard to the recovery of the amount of Rs. 1.60 lakhs from N.C.D.C. 
mainly on account of the difficulty of sorting out piecemeal claims of 
the N.C.D.C. as against the claims of various departments of the Rail- 
way. The Chief Operating Superintendent. Eastern Railway has 
been nominated as the co-ordinating officer to ensure early settle- 
ment. The matter is being activelv pursued with the N.C.D.C. 

The Committee regret to observe that at  no time during (these 
years any serious attempt seems to have been made by the Railway 
to maintain a proper and upto date record of the occupants of the 
lands and stalls in  the bazars. Proper steps were not taken to pre. 
vent the accumulation of the arrears. They note that only with 
effect from 28-10-1965, a whole time Estate Officer was appointed to 
finalise these cases and that there were also some difficulties in .find- 
ing additional staff to attend to these cases. The Committee hope 
that vigorous attempts would now be made to liquidate the arrears 
without further delay. They trust that the steps, such as the intro- 
duction of checks co prevent sub-letting, obtaining advance deposits 
etc. taken would improve thc position. 

(S. No. 32, Appendix XI11 to 72nd Report, 1966-67). 

Action taken 

The observations of the Committee are noted. 

Vigorous efforts are being made by the Railway Administration 
to realise the arrears of rent for the Railway Bazaars at  different 
places. The Railway Administration have reported that consequent 
on the issue of notices by the Estate OfTicer as required under the 
Public Premises (Eviction of unauthorised occupants) Act, 1958, an 



increasing number of occupants are coming up to pay their dues in 
instalments or otherwise. The balance of dues outstanding as at  the 
end of April, 1967 are about Rs. 71,081 relating to the period upto 
1959 and about Rs. 4:84 lakhs relating to the period from 1960-61 
to 1964-65. The Railway Administration except that with the flna- 
lisation of the large number of cases that have been filed before the 
Estate Officer, the position will improve to a considerable extent. 

This has been seen by Audit. 
[O.M. No. 67-B (C) -PAC1ITI'72 ( 0 )  Dated 19-8-1967]. 

~ ~ R T I - I E R  INFORMATION RECEIVED VLDE MINISTRY OF RAILWAYS 
O.M. No. 67-B (C)  -PAC 111 72 (0) Doted 5-8-1968. 

Question: 
Please state the latest pcsition about recovery of arrears of rent. 

Reply:  

Further to the position as at the end of April. 1967 indicated in 
t h s  Ministry's earlier memorandum dated 1st August, 1967, it is 
stated that a further sum of Rs. 3.452 relating to the period upto 
1959-60 and a further sum of Rs. 2.380 relating to the period from 
1960-61 to 1964-65 was realised till end of June, 1968, leaving a balance 
of Rs. 67.629 relating to the period upto 195S60 and Rs. 4.81.358 re- 
lating to the period from 1960-61 to 1%4-65 in arrears. 

(Not Vetted by Audit). 

The Committee desire that the final decision in the matter mag 
be expedited and communicated to them. 

[Sl. No. 40 of 72nd Report-S1. No. 38 to Appendix XIX of 53rd 
Report ( T h i d  Lok Sabha) 1. 

Action taken 

The best means of effecting recoveries of outstanding amounts re- 
presenting rents on surplus railway land handed over to the State 
Governments for being leased out to cultivators has been under 
currespondence between the Railway Administration and the State 
Governments concerned. It  may be recalled that in a note submitted 
to the Public Accounts Committee in January 1967 it was indicate 
that while the Kerala Government had agreed to the proposal of a 
fixed lumpsum amount being recovered annually from the Stak 
Government on the basis of past recoveries, the Mysore Government 
had indicated their decision to retransfer the railway land to the 



Railways. The Madras Government had, however, a different sug- 
gestion of engaging a whole time Assistant for the purpose of watch- 
ing over the recoveries etc. The  Southern Railway Administration 
has since requested the Kerala and Madras Governments to imple- 
ment the proposals agreed to by them. In respect of other State 
Governments, no substantial progress could be made. I t  may, how- 
ever, be mentioned that  out of the remaining states, arrears are 
mainly with the State Gwernments  of Bihar, U.P., Punjab and 
Andhra Pradesh, and the matter is being pursued with them. The 
outstanding dues of Southern Railway against the State Govern- 
ments of Madras, Kerala and Mysore on 31st March, 1967, were  
Rs. 1,08,195, Rs. 18.692 - and Rs. 243 - respectively. I t  will be seen 
that there is appreciable improvement. 

This has been seen by Audit. 

[O.M. No. 67-B ( C )  -PAC 111 72 (0) Dated 15-9-1967]. 

FURTIIER INFORMATION R E C E I ~ E D  W I T H  THE ~ I I N I S T R Y  OF RAILWAYS 0.M. 
NO. 67-R (C) -PAC 111 72 (0 )  DATW 24-8-1968. 

Q ? ~ e s t i o ~  : 

Please indlcate the latest posit:on regarding recovery of rent for 
land leased to State Governments for growing crops. 
Reply: 

The ~ n a t e r  is still heiug pursued by the railways w ~ t h  the  State 
(;o\.t.rnments. In particular, this Ministry would like to report the  
following development that has taken place in regard to recoveries 
from the Government cf Uttar Pradesh. The North Eastern Rail- 
way had approached the State Government to agree to the  formula 
of a lumpsurn payment. The State Government desired that they 
be addressed in the matter by Railway Board as a number of rail- 
ways passing through Uttar Pradesh were concerned. Accordingly. 
a letter has been issued to Uttar Pradesh Government recently to  
agree to pay to Railway Administrationi concerned a l ump  sum 
amount every year, to be fixed ever\. five years. on the  basis of aver- 
age rent heing realised by them after deducting some percentage. 
say 10 pPr cent for  the management. 



CHAPTER IV 
RECOMMENDATIONS'OBSERVATIONS TO WHICH GOVERN- 

MENT HAVE FURNISHED INTETRIM REPLIES 
MINISTRY OF RAILWAYS 

According to the note furnished (Appendix IV) the total overtime 
allowance paid to the Railway staff during 19f5-66 amounted to Rs. 
4,74,48,794. 77 P. This amount appears, p:nln facie, to he on thr 
high side what is more. the amount paid as overtinme fluctuates very 
widely from Railway to Railway. The Committee suggest that the 
question of the incidence of overtime work on the Railways may be 
analysed by the Eficiency Bureau of the. Railway Board. 

( S .  No. 8. Appendix XI11 to 72nt3. Report, 1966-67). 

Action taken 

As suggested by the Publlc Accounts Committee the Efilciency 
Bureau of the Railway Board has been entrusted with the  investiga- 
tion and analysis of thc incidence nf over-time on the Railways. A 
further communication will follow as soon as their Report is sub- 
mitted and considered by the h a r d  

Incidentally, it is stated that the figures of overtime allowance 
paid during 1965-66 on the Northern and Western Railways and 
Railway Electrification may be read as under:- 

As dhi?~dy furni4wd Rwiscd figurc3s 

[vide th s Ministry's 
O.,W N,, 66-R/CI( PAC) 

Gcnl (4) dt .  20 1.671 

Northern 79.5% 154.82 43.7h,FgR.89 

Railway E'e-tr 
tication 4 .ROO OD 

This has been seen by Audit. 

[O.M. No 67-B(C)-PAC/ 111 /72(O) Dated 16-12-1967]. 



FURTHER INFORMATIOX RECEIVED VIDE MINISTRY OF RAILWAYS 0. M. 
No. 67-B (C) -PAC I I11 (0)  DATED 5-8-1968. 

Question: 
Whether the Report of Emciency Bureau has since been received. 

If so, what action has been taken by the Railway Board thereon. 
Replg :  

The report has not yet been completed. The Emciency Bureau 
has collected information from almost all the Railways and certain 
discrepancies noticed in the information are being sorted o u t  with 
the Railway Administrations concerned. The Emciency Bureau is 
making special effo1.t~ to  expedite completion of the study. 

R e m n v ~ e n d a t i o m  
Pnra 3.33. 

From the evidence and the notes furnished to them, the Com- 
iuittee find that there were various irrecularities in allotting works 
to firm 'A '  the higest tenderer in this rase. Briefly, they are as 
under:- 

1 .  The Tender Committee rejected the offer of firm 'B' (4th 
lowest) which has it11 the requisite qualifications to 
undertake the job m;tinly on the grounds that there had 
been a labour trouble in a sister concern of the firm and 
the?. had apprrhension that because of this firm 'R' \rouid 
not be able to car!-y out the work involved in the contract. 
Curiously enough, the Committee find that the same 
sister firm wcre able t o  procure orders for steel castings 
and wheel centres valued at Rs. 1.74 lakhs from t h e  
Chittaranjan Loromotivc Works during the sarnc period 
viz.  November December, 1962. In vie\\ of this. the 
Committec feel that the plea about their rejection of the  
offer of f i n 1  'R' on ground of lahour trouble in a sister 
concern lacked justification. 

2. The qunnttlm of work in\wlved was revised piecemeal. 
Initiallv the tcnders were invited for 1425 tons of steel 
strrrcturw in connection H ith elrctric Iocomotivc project 
Thev wcre opcned in May. 1962. Before a decision was 
taken nn thcsc tenders, quantum of fabrication work to 
he done underwent an increase from 1425 tons to 21W 
tons. Suhscquently, this fabrication work was increased 
from 2100 tons to 2800 tons in August, 1963 Similarly 
the quantum of work was revised in the case of Steel( 
Foundry Project from 1530 tons. nt the time of invitation 
of tenders to 3009 tons. Every time the estimates were 
revised apwards, the Chittnrnnjan I,ocomativc Works got 



the approval of the Railway Board to negotiate with the 
firm 'A'. The Committee have not been given any justi- 
fiable reasons for this upward revision of the fabrication 
work piecemeal. Had the estimates been prepared 
realistically ab-initio the Committee feel that better 
conlpetitive rates could have been obtained. 

In October, 1,962 when estimate of the fabrication work was 
revised from 1425 tons to 2100 tons, the Railway Board 
suggested negotiations with the present tenderers. It 
is strange to note that the negotiations were carried out 
only with firm 'A' which was the higest and not with 
firm 'C' which was the lowest and with firm 'B' which 
even according to the initial assessment of the Tender 
Commiittee in August, 1962, had all the requisite quali- 
fications to carry out the work and was proposed to hc 
accepted. The Committee have not been given any con- 
vincing justification for carrying out negotiations with 

the highest tenderer only to the exclusion of other ten- 
de re r~ .  This, the Committee feel, was a violation of the 
directive of the ailway Board. 

4. The Committee have also not been given conclusive evidence 
that the firm 'C' the lowest tenderer. was totally incnpablc 
of undertaking the work. On the other hand. they find 
that the Hindustan Steel had rrcommendrd this firm for 
being relied upon to do any big works and the technical 

officers of Diesel Locomotive Works, Varanasi. who ins- 
pected the firm's workshop on 24th November. 1962, had 
found the fabrication work in progress satisfactorily. It 
is also evident from the notes furnished and the evidence 
tendered that the delay in carrying out the works in the 
case of a contract placed by the Southern Railway ,in 
April, 1959 was mainly due to the delay in the supply 
of the matching steel items to the firm. Adequate justi- 
gcation therefor did not exist for the Chittaranjan Loco- 
motive Works to reject the lowest tender. 

5. In October, 1964, Genwal Manager, C. L. W. wanted to allot 
work for additional 1200 tons of steel fabrication to firm 
'A' after negotiations, hut the Railway Board favourcd 
calling of limited tenders No reasons were recorded for 
this decision. 

6. The Conunittee also learn from Audit that the lenders were 
comidered in this case on the basis of steel being procured 
by the contractors thenlselves and one of the reasons for 



not considering certain tenderers was that they had na 
stock of steel. After alloting the contract to Firm 'A' 
the Railway Board arranged the requirements of steel 
for the works. This aspect ,also needs looking into. 

Para 3.34. 
The Committee understand from the evidence and the notes fur- 

nished by the Ministry that they had decided not to investigate fur- 
ther so far as consideration of various factors concerning the tenders 
is concerned but the procedural lapses noticed are under examination 
by a high level Committee of two additional members of the Railway 
Board. In view of the various irregularities mentioned above, the 
Committee feel that the entire transaction leading to the allotment of 
the contract to the firm 'A' which was highest tenderer, needs further 
investigation. The Committee suggest that a representative of Audit 
should also be associated with this body and this transaction should 
bej examined in all its details, keeping in view the various ;lapsed 
mentioned above. The Committee also desire that learning from the 
experience of this case, the Railway Board should also streamline 
their procedure to avoid recurrence of such cases. 

(S. No. 13, Appendix XI11 to 72nd Report, 1966-67). 
Actton taken 

As suggested by the Public Accounts Committee, the high level 
Enquiry Committee of three Additional Members of the Railway 
Board was enlarged to include the Additional Deputy Comptroller 
& Auditor General (Railways) also. The report of the re-constituted 
Committee is expected shortly, and on its receipt, the Public 
Accounts Committee will be advised further in the matter. 

2. This has been seen by Audit. 
i 0 . M .  No. 67-B (C) -PAC.  HI172 (0) , Dated 23.9.19673. 

FURTHER INFORMATION RECEIVED Vide MINISTRY OF RAILWAYS O.M. 
No. 67-B (C) -PAC.IT1'72 (0). DATED 5-8-1968. 

Question: 
A copy of the Report of High Level Enquiry Committee, if 

received, may be furnished. The action taken by the Railway 
on the findings of the Committee may also be intimated. 
Reply. 

I t  is expected that the High Level Enquiry Committee will Ana- 
Iise their report in the near future. Action on the report will be 
taken as necessary. 

A copy of the report and details of action taken on the findings 
therein will be advised as soon as possible. 

3852 (aii) LS-8. 



Recommendation 
Para 3.94. 

The Committee find that in this case it was primarily the issue of 
1500 tons of pig iron by th? Railways themselves which was respon- 
sible for the excess issuc of 879 tons of pig iron. The Committee are 
disappointed to. note that due to various administrative lapses, She! 
Railways did not ask the Iron & Steel Controller to adjust the excess 
issue of pig iron to the firm. Corresponding reduction was also not 
made in the firm's quota against the 1957 order which was still under 
execution. The subsequent adjustment of this excess against the 
order placed in 1961 did not curtail the substantial benefit which had 
accrued to the firm as pig iron was then available at considerably 
cheaper controlled rates. The unfortunate part of the whole case is 
that even when the Railway Board came to know that the quantity 
of pig iron had been issued in excess, they could neither recover the 
excess cost from the firm nor could they realise any liquidated damage 
because the Railways could not prove that they had suffered any loss. 
Even the Railway Board was not prompt enough to initate any action 
against the defaulting official with the result that the laiter had retir- 
ed without accounting for the various lapses committed by him. 

Para 3.95. 

The Committee hope that keeping in view the various lacunae 
found in this case, the Railway Board would i-up comprehensive; 
instructions regarding disposal of the surplus materials issued to t he  
cantractors at controlled rates by the Railways. This is very essen- 
tial to prevent misuse of materials in short supply. 

Para 3.96. 

The Committee also hope that in consultation with the Ministry 
of Law, the Railway Board will devise a suitable procedure regarding 
levy of liquidated damages. In this connection, the Committee would 
abo  like to draw the attention of the Railway Board to their obser- 
vation contained in Para Nos. 4.144 and 4.156 of their 68th m p o r t  
(Third Lok Sabha) wherein they have given their comments on the 
general case of liquidated damages. 

(S. No. 18, Appendix XI11 to 72nd Report, 1966-67). 

Action taken 

Para 3.94. 

The observations of the Committee are noted for future guid- 
ance. 1 



Para 3.95. 

The observations of the Committee have been noted and suitable 
instructions have been issued to the Railway Administrations, vide 
Railway Board's letter No. 67-B (C)-PAC.I11/72(18) dated 14.9.1967 
(Annexwe--I). 

Para 3.96. 
The procedure regarding levy of liquidated darnages has been 

examined in consultation with the Ministry of Law and certain ins- 
tructions have been issued to the Railway Administrations, vide 
Railway Board's letter No. 581RS(G) 1775 dated 19.5.67, (Annexu- 
11). 

The matter will be further considered in the light of the action 
taken by the Ministry of Works, Housing and Supply (Department 
of Supply) in consultation with the Ministry of Law on the observa- 
tions made by the  C o m r n i t t ~ ~  in paras 4.144 and 4.156 of their 68th 
Report (Third Lok Sabha) . 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC1 IIII 72 (0) Dated l5.9.1967]. 

ANNEXURE-I 
GOVERNMENT OF INDIA 

MINISTRY OF RAILWAYS 
(RA~J,\T'AY BOARD) 

No. 67-B (C) -PAC /I111 72 (18) New Delhi, dated 14.9.1967. 

*The General Managers, 
All Indian Railways, 
C . L . W . , D . L . W . , I . C . F . , a n d  
Railway Electrification. 

*The Chief Administrative Officer & 
Chief Engineer, 
D. B. K. Rly. Project, 
Waltair. 

Sub:--Supply of controlled raw material to the contractors for 
fabrication into Railway Stores. 

Attention is invited to Board's letter No. 611746[561Track dated 
6.4.63 (enclosure). arising out of a case commented upon by the Pub 
lic Accounts Committee, regarding incorporation of a clause in the 

*With two Spares. 



relevant contracts to safeguard againat the oontfngcncy of contraa 
tors/suppliers diverting raw materials secured with government 
assistance to works other than those for which they were intended. 

2. In para 15 of the Audit Report (Rlys) 1966, a case pertaining 
to the period 195657 was reported, the basic point being that the 
Ministry of Railways supplied (on full payment) a certain quantity 
of pig iron out of the imports made by them through the Indian 
Steel Purchase Mission to the fabricators of C. I. Sleeper plates & 
simultaneously, the fabricators had also received pig iron from the 
Iron & Steel Controller which resulted in the firm receiving excess 
supply of pig iron. The excess was not adjusted immediately 
against current contracts but was adjusted only against contracts 
placed about 5 years latter, there being no provision in the contract 
for action of any other type. 

3. Commenting on this case, the Public Accounts Committee 
(1W67) have observed as under in paras 3.94 and 3.95 of their 72nd 
Report: - 

Para 3.94 

"The Committee find that in this case it was primarily the 
issue of l f i O l 1  tons of pig iron by the Railways them- 
selves which was responsible for the excess issue of 
879 tons of pig iron. The Committee are disappointed 
to note that due to various administrative lapses, the 
Railways did not ask the Iron & Steel Controller to ad- 
just the excess issue of pig iron to the Arm. Corres- 
ponding reduction was also not made in the firm's quota 
against the 1957 order which was still under execution. 
The subsequent adjustment of this excess against the 
order placed in 1961 did not curtail the substantial bene- 
fit which had accrued to the firm as pig iron 
was then available at considerably cheaper controlled 
rates. The unfortunate part of the whole case is that 
even when the Railway Board came to know that the 
quantity of pig iron had been issued in excess, they 
could neither recover the excess cost from the firm nor 
could they realise any liquidated damages because the 
Railways could not prove that they had suffered any 
loss. Even the Railway Board was not p r o m ~ t  enough 
to  niitiate any action against the defaulting offlcial with 
the result that the later had retired without accounting 
for the various lapses committed by him." 



Para 3.95 

"The Committee hope that keeping in view the various lacunae 
found in this case, the Railway Board would issue com- 
prehensive instructions regarding disposal of the aur- 
plus materials issued to the contractors at controlled 
rates by the Railways. This is very essential to prevent 
misuse of material in short supply." 

4. The above observation of the Committee should be noted. 
Though the subject case commented upon by the Public Accounts 
Committee relates to a period much earlier to the Boards instruc- 
tions of 6th April. 1963 referred to in para 1 above, it is yet another 
instance to prove the need for effective steps being taken by the 
Railways in the direction indicated in the said instructions. The 
Board trust tha t  suitable stcps will a c ~ u r d i n g ' ~  be taken. 

5. Please acknowledge receipt. 
Deputy Director. Track. 

Railway Board. 

ENCLDSURE TO ANNEXURE-I 
GO- OF INDIA 

MIYTSTRY OF RAILWAYS 
(RAILWAY BOARD) 

No. 61;746jMjTrack. New Delhi, dated 6-4-1963. 

The Gent.r.al Managers. 
All Indian Railways including 
C . L . W . , I . C . F . , D . L . W . &  
D. B. K. Rly. Project. 
Sub:-Use of Raw materials secured with Government Assistance. 

Arising out of a recent case, the Public Amunts  Committee, 
have recommended that suitable measures should be devised to 
safeguard against the contingency of contractorsjsuppliers diverting 
raw materials secured nvith Government Assistance to works other 
than those for which they were intended. In order to take adequate 
precautions to ensure that the contractors!suppliers do not misuse 
such material supplied to them for fulfilment of their contractual 
obligations, the matter was referred to the Ministry of Law for ad- 
vice. The Law Ministry have suggested that a provision might be 
made in the standard forms of contract by including therein a clause 



analagous to the one which is adopted by the D. G. S. & D. in their 
contracts. The relevant clause is reproduced below: 

"Use of Raw Materials secured with Government Assistance." 
Where any raw materials for the execution of the contract are 

procured with the assistance of Government either by issue from 
Government stocks or pmchase under arrangements made ar  per- 
mit (s) or licence(s) issued by Government, the Contractor shall 
hold the said materials as trustee for Gwernrnent and use such 
materials against which they are issued and not dispose of them 
without the permission of the Government and return if required 
by the Purchaser, all supplies or unserviceable materials that may 
be left with him after the completion of the contract or at its termi- 
nation for any reason whatsoever, on his being paid such price as 
Government may fix with due regard to the condition of the mate- 
rials. The freight charges for the return of the materials according 
to the directions of the Purchasers shall be borne by the contractor, 
in the event of the contract being cancelled for any default on his 
part. The decision of the Government shall be final and conclusive. 

In  the event of a breach of the aforesaid conditions, the Contrac- 
tor shall in addition to throwing himself open to  action for contra- 
vention of terms of the licence(s) or the permits (s) andlor for crimi- 
nal breach of trust be liable to accdunt to Government for all 
moneys, advantages or profits resulting or which in the usual course 
would have resulted to him by reason of such breach." 

2. The Board have decided to include the above clause in con- 
tracts of this nature and desire that this clause may be incorporated 
by the Railways also in their future eontracts of similar nature. 

3. Receipt of this letter may please be acknowledged. 
Joint Director (Track),  

Railway Board. 
ANNEXURE I1 

GOVERNMENT OF INDIA 
MINISTRY OF 

(RATLWAY 
No. 58'RS (G) 1775. 

To 
The General Manager, 
Chittaranjan Locomotive Works. 
Chittaranjan. 

RAILWAYS 
BOARD) 

NPU' Dplhi. dated 19 5.196" --- 
Vaisnkha  39 1289 

Sub: L e w  of Liaudated Damages. 
Reference is invited to your letter No. ACISFY10125 Pt. I dated 

7.8.1965 on the subject indicated above, soliciting Board's decision as 



t o  the quantum of liquidated damages to be l d e d -  
((1) 'Where the buyer has incurred loss due to delay in supplicr 

and where euch loss can be assessed. 

(ii) Where the buyer has suffered loss due to dew in sup- 
plies but the loas cannot be estimated or where the 
buyer has k e n  put to inconvenience due to delayed 
supplies. 

(iii) Where there has been no loss or inconvenience to the 
buyer due to delay in supplies. 

2. It war also suggested in your letter that Purchase Officers m y  
be permitted to deal with all cases of delayed deliveries in respect 
of purchase orders within their powers of purchase and to waive 
liquidated damages without obtaining Financial concurrence or re- 
cording any specific reasons. 

3. The points at items (i) to (iii) of para 1 above have been con- 
sidered in detail, in consultation with the Ministry of Law, and the 
liquidated damages recoverable in each rase are as under; these are 
based on t"le opinions expressed by the Ministry of Lam- 

(i) The actual loss sustained subject to the maximum of liqui- 
dated damages legally leviable under the eontract. 

(ii) Token liquidated damages 4.e. 10 per cent of maximum 
liquidated damages legally leviable in terms of the con- 
tract; and 

(iii) Nothing is recoverable. 

4. In view of what is stated above, the decision conveyed in 
Board's letter of even number dated 19.11.1962 against points (i) and 
(v) thereof may be deemed to have been modifled accordingly. 

**5. As regards the suggestion made in para 2, the purchase 
CMIcers mny waive liquidated damages in cases of delayed deli- 
veries, to the extent of powers delegated to them by the Controller 
of Stores mder  the second sub-para of para 132-S, but while doing 
so, the reasons herefor must be fully recorded on the relevant A l e s  
and the stores bill forwarded to the Accounts Otiicer suitably en- 
dorsed, in m s  of item 4(1) of the Schedule below para 132-S. 

Deputy Director. Railway Stores, 
Railway Board. 

--.--. -. -- -- 
**As tevisrd~ide board's letter No. 581RS(0)/77:, dated 5-6-1967. 



-uc. 581RS ( G )  ,775. New Delhi, dated 19.5.1967. 
Vaisakha, 9 ,  1889. 

Copy together with a copy of General Manager, C. L. W.'s letter 
under reply, is forwarded to the General Managers, All Zonal Rail- 
ways including DLW, ICF, RE and t h e  Chief Administrative W c e r  
.nd Chief Engineer, D. B. K. Railway Projects for information and 
guidance. 

2. Copy to the  Heads of all attached and subordinate ofaces of 
the Railway Board. 

3. DDV (S) , F (X) I, & 111, F (S) I (With 5 spare copies), F (S) 11, 
all branches of Stores and Wagon Production Directorates, M (L), 
W (I) and Track Branches of t h e  Board's of3ce. 

Deputy Director, Railway Stores, 
Railway Board. 

Copy of General Manager. Chittaranjan Locomotive Work's letter 
No. AC SFY 0 25 Pt. 1 dated 7th August, 1965 addressed to the Secre- 
tary ( R S ) .  Ministry of R a i l u q s .  Railwag Board. N P W  Delhi. 

SUMECT: -Liquidated Damages. 

The Audit have ra;sed certain points rzgarding the levy of liqui- 
dated damages in contracts entered into by this Administration and 
i t  has therefore become necessary to seek the clarification of the  
Board. 

The levy of liquidated damages is regulated in terms of Board's 
orders indicated from time to time on the subject and in particular. 
to the clarifications embodied in the following 2 letters: 

(1) No. 58 775 RS ( G )  . dated 4.5.1960. 

(2)  No. 58 775 R S  (G)  . dated 19.11.1962. 

Case> of delay in the supply of stores against contracts beyond the 
stipulated dates of delivery in the contracts may be divided into 
three catagories. 

(i) Where the buyer has incurred loss due to the delay and 
where such loss can be assessed. 

( i i )  Where the buyer has suffered loss due to the delay but the 
loss cannot be estimated or where the buyer has been 
put to inconvenience due to delayed supplies. 

(iii) Where there has been no loss or inconvenience to t h e  
huver due to delay in supplies. 



Where there is loss and i t  can be aspssed the rules provided for 
the recovery of the amount of loss subject to the maximum of 4 per 
cent per week of the value of the  stores not supplied in time in  terms 
of IRS Conditions of Contract. However, where such loss cannot be 
estimated or where there has been inconvenience due to delayed sup- 
plies, token liquidated damages to the cxtent of 10 per cent or 20 
per cent of 1 per cent per week should be levied. With regard to  
these two categories the proposition is clear and the Audit have not 
raised any objection. With regard to the third category where there 
has been no loss or inconvenience due to delayed supplies, i t  would 
appear that item V Para 1 of Board's letter No. 581775, RS(G) dated 
19.11.1962 would apply and that 10 per cent to 20 per cent of the 
amount stipulated in the contract may be recovered from the default- 
ing firm as liquidated damages. 

The Audit have expressed the view that even in cases where there 
is no loss at all, a token penalty ranging between 10 per cent to 20. 
per cent of 4 per cent should be levied. The Audit have drawn at- 
tention to Item V of para 1 of Board's letter No. 58 775'RS(G) dated 
1!).11.1962 referred to above and have inferred that even if no loss is 
incurred 10 per cent to 20 per cent of the amount stipulated in the  
wntract  may be recovered. The Audit have further stated that they 
cannot agree to any proposition that  the levy of the penalty should 
not be enforced in cases where no loss is involved. 

The Audit have ( ~ i  course admitted that in exceptional circums- 
tances where the merits of the  case justified such action. imposition 
of the penalty may be waived for valid recorded reasons. They have 
also pointed out that such non-imposition of the penalty amounts to 
liberalising the contract in favour of the suppliers and as such the 
directive contained in Railway Board's letter No. 58-B (C)--3081 dated 
30.6.1960 would become applicable in all such cases and therefore the 
decision in each of such cases would have to be taken in consultation 
with Finance. 

It would appear from S t ~ t i o n s  73 & 74 of the Indian Contract Act 
as well as the opinion of the Learned Solicitor General of India dated 
5.7.1958 as eonlvcyed in enclosure to Board's letter No. 58 775'RS(G) 
dated 19.11.1962 that the IRS Conditions of Contract entitle the Ad- 
ministration to levy a reasonable compensation on the defaulting 
firm; this reasonable compensation has been indicated as 10 per cent 
or 20 per cent of the amount stipulated in the contract vide item V 
of Board's letter No. 58"?75'RS (G) dated 19.1 1.1962. 

The above legal provisions as well as interpretations thereof ap- 
pear to indicate the right of the buyer to impose a reasonable com- 
pensation to the extent of 10 per cent or 20 per cent of the amount 



.stipulated in the.mntract in cases of delays even if there is no loss 

.or inconvenience. While the legal, position is so, it is necessary to 
examine the ,practical implications of .the subject. 

In the first instance it is pointed out that where there is a loss or 
inconvenience, compensation would appear to be compelling provi- 

.sion to make good the loss to the extent permissible in the contract; 
where there is no loss or inconvenience it would appear to be merely 
an enabling provision. It is further stated that when there is no 
loss or inconvience there can be no "liquidated damages" because 
there has been no damages; whatever levy may be made on the de- 
faulting firm is only a penal provision. It is not clear whether a 
penal provision is legally permissible. 

Secondly it is pointed out that a large number of leading manu- 
facturers have been unwilling to accept IRS Conditions of Contract. 
They always point out to unstable conditions in regard to procure- 

. ment of raw materials, tools etc. and ask with some justification how 
they accept contracts involving penalties for delayed supplies when 
timely supplies of controlled and essential stores cannot be assured 
by the Government. It is with considerable difficulty and delay that 
we have been persuading such leading firms to accept the IRS Condi- 
tions of Contract. It, therefore, stands to reason that penal and other 
provisions in the contract should be regulated in a reasonable man- 
ner. 

Thirdly the Railway Administrations are placing several thousands 
of purchase orders every month and in several cases extensions of 
delivery dates become necessary. It is essential that no elaborate 
procedure should be stipulated for granting extensions which would 
involve heavy paper work and delay in payment of firm's bills. 

In the context of the above it is proposed that purchase Officers 
should be permitted to deal with all cases of delayed deliveries in 
respect of Purchase Orders within their powers of purchase and be 
permitted to waive liquidated damages where no loss or inconveni- 
ence has been involved without the need to obtain Financial con- 
currence or record any specific reasons. 

The Board is requested to confirm the above. FA&CAO has com- 
mented as under: 

"The proposal is in effect to say that no liquidated damages 
even as a token measure should be levied in such cases, 



that is, where no loss or inconvenience has been caused 
to the Administration. This no doubt should aid in a 
simple and non-controversial disposal of such cases, and 
should also by and large be equitable. Further a rigid 
procedure requiring levying of liquidated damages, even 
if only of a token nature, where no loss or inconvenience 
has been caused to the Administration, apart from ren- 
dering business relations difficult, is bound to result in 
putting up the general level of quoted rates, as provi- 
sion would naturally be made in the quotations by the 
tenderers to cover this new aspect. I t  must be conceded 
that this positively would not be in the financial interests 
of the Administration. However, this is a matter requir- 
ing Board's decision in view of their previous orders on 
the subject." 

FURTHER INFORMATION RECEIVED FROM MINISTRY OF RAILWAYS 0. M. 
No. 67-B (C) -PAC. 111 172 (0) DATED 5.8.1968. 

Question: Whether the procedure regarding levy of liquidated 
damages has been examined in the light of the action by the Minis- 
try of Works, Housing & Supply (Deptt. of Supply) in consultation 
with the Ministry of Law on the observations made by the Committee 
in paras 4.144 and 4.156 of their 68th Report (Third Lok Sabha) and 
if so. the details thereof. 
Rep2 y : 

The latest advice from the mnistry of Works, Housing & Supply 
indicates that the authoritative interpretation with regard to the levi- 
ability of liquidated damages sought for by them from the Ministry 
af Law is still awaited by them. 

Further action in this regard will be taken by the Ministry of Rail- 
ways when the matter is finalised by the Ministry of Works, Housing 
(Deptt of Supply) in consultation with the Ministry of Law. 

Recommendation 

Para 3.110. 
From the details of the case as brought out during evidence and 

in the subsequent note, the Committee cannot but observe that the 
existing channels of co-ordination between the Railway Board, the 
Iron and Steel Controller and the Coal Controller need considerable 
'improvement. It was primarily the lack of coordination which 
resulted in the non-supply of coallcoke in this case and this enabled 
the contracter to delay the aupply of sleepers. The Committee fed 



that in the contracts involving heavy quantit ie~ of pig iron, coal1 
coke, it should have been ensured that adequate arrangements for 
the supply had been made even though it was the responsibility of 
the contractor to obtain the raw materials. 

Para 3.111. 

Another disquieting aspect of the case is that the supply of pig 
iron was not related to the supply of coallcoke. As a result of this 
more pig iron was supplied to the Firm though the corresponding 
quantities of coal\coke were not forthcoming. The Committee feel 
that this contingency could have been avoided if the Railways had 
kept a proper watch over the supply of raw materials. The Com- 
mittee also regret to note that even when the performance of tho' 
firm since 1960 did not give any indication about their being in a 
position to effect the supplies because of the non-availability of coal 
or coke, the Railway Board did not restrict the supply of pig iron. 
Alternatively, the firm could have been asked to return the surplus 
pig imn issued to them on the recommendation of the Railways after 
9th April, 1965, when the firm asked for higher prices for sleepers to 
be made out of the .surplus pig iron as that proposal was not accept- 
able to the Railways. Even this was not done and the firm was ask- 
ed to return the pig iron only on 21st May, 1966. In the meanwhile 
the firm is stated to have gone into liquidation in July, 1966. The 
failure to take timely action in this case is likeiy to jeopardise the 
Financial interest of the Rai!wags to some extent. The Committee 
hope that the Railways would now file the claims against this firm 
before the receiver 'liquidator and also take adequate action to safe- 
guard their financial interest. The Committee would like to be in- 
formed of the final outcome of this case. 

Para 3.113. 

The Committee regret to note that due to non-supply of pig iron, 
Railways had to cancel this contract. They hope that with more 
co-ordination with the office of the Iron and Steel Controller, such. 
cases will not recur in future. 

Para 3.114. 

The Committee also feel that if the policy adopted by the Iron & 
Steel Controller was detrimental to the procurement of C.I. Sleepers 
by the Indian Railways the Ministry of Railways should have Bur- 
sued the matter with the Ministry of Iron & Steel. 

(S. Nos. 19 & 20, Appendix XZIZ to  72nd Report, 1966-67)- 



Action taken 

The observations of the Committee are noted. It is, however, sub- 
mitted in this connection that pig iron, coal and hard coke have since 
been decontrolled and are freely available in the market and in view 
of this position, the difficulties of the nature encountered in this case 
in the procurement of pig iron, coal and coke are not likely to occur 
in future. The Ministry of Railways would also respectfully invite 
the attention of the Committee to the reply submitted in respect of 
the Committee's recommendation contained in para 3.95 of the 72nd 
Report (Third h k  Sa:,h-., . As stated therein, instructions have 
been reiterated to the Railway Administrations regarding incorpora- 
tion of a clause in the relevant contracts to safeguard against the 
contingency of contractors'suppliers diverting raw materials secured 
with government assistance to works other than those for which 
they were intended. 

With reference to the concluding portion of the observations made 
by t he  Committee in para 3.111 of the Report. it is submitted that ins- 
tructions have already been issued to the Railway Administrations 
for filing their claims against the firm before the ReceiverjLiquida- 
tor in time. The final outcome of the claims to be filed will be inti- 
mated to the Committee after the claims are heard and finalised by 
the Liquidators. 

This has been seen by Audit. 

O.M. No. 67-B(C)-PAC, I11 72(0) dated 15.9.1967. 
FURTHER INFORMATION RECEIVED VIDE MINISTRY OF RAILWAYS 0. M. 

No. 67-B (C) -PAC. I11 72 (0) DATED 5.8.1968. 

Whether the Railways have since filed the claims aga tns t  .the firm 
before the Liquidator/Receiz?e~. If so. the j i m l  olitmme of tke claims 
Fled, may be intiinated. 

Reply: 
Four Railways viz. Western. Central. Southern and South Eastern 

have their claims against Messrs Shree Hanuman Foundries Ltd., 
Calcutta. Whereas Western Railway have already filed their claims 
with the official liquidator appointed by the Calcutta High Court, 
Central and Southern Railways have sent their claims to the Solici- 
tor to Government of India in Calcutta for being filed with the offi- 
cial liquidator. South Eastern Railway are also arranging to Ale the 
claims with the omcia1 liquidator. 



The official liquidator appointed in  the matter of the above firm 
has, however, advised Western Railway, who have already filed their 
claim, that the claims would be considered only when the same are 
invited by his office after obtaining sanction from the Calcutta High 
Court. 

MINISTRY OF STEEL, MINES AND METALS 

Actzon taken on Para 3.110 

The recc~mmendationsjconclusions of the Public Accounts Com- 
mittee relate to Paragraph 16(i) of the Audit Report (Railways) 
1966, the Iron and Steel Controller was neither called upon to give 
evidence before the Committee nor was a detailed note given by him 
subsequently on this paragraph. However, the Committee's recom- 
mendation regarding coordination between the Railway Board and 
the Iron ant1 Steel Controller is noted. 

Incidentally. it may be mentioned that in so far as indigenous Iron 
and Steel is concerned price and distribution control of all categories 
(including defective and scrap of those categories) of Iron & Steel 
contained in the Schedule to the Iron and Steel (Control) Order. 
1956 as amended from time to time have since been lifted with effect 
from 1-5-67. 

Action taken on Para 3.113 

The Committee's recommendation regarding coordination bet- 
ween the Ministry of Railways and the Iron and Steel Controller is 
noted. 

Incidentally, it  may be mentioned that in so far as Iron and Steel 
available in the country is concerned the Price and Distribution Con- 
trol of all categories (including defectives and scrap of these cate- 
gories) of Iron and Steel contained in the schedule to the Iron and 
Steel (Control) Order, 1956 as amended from time to time have since 
been lifted with effect from 1-5-67. Iron and Steel Control would' 
not, therefore, come into the picture in future. 

Action taken on Para 3.114 

This concerns the Ministry of Railways and Iron & Steel Deptt., 
have no remarks to offer in this regard. 



MINISTRY OF RAILWAYS 

Recommendation 

3.159. Th,,) Committee feel that it would have been better if 
deviations from the original outline drawings (supplied by the firm). 
which the Railway did at  their own initiative in the working draw- 
ings, were scpecifically brought to the notice of the firm even though 
it had been shown in the drawings clearly and was approved by the 
firm. It  appears that in September, 1958, the firm raised borne 
doubts regarding the strength of the turbine foundations, the matter 
was not very carefully examined. The Committee feel that this 
aspect needs careful looking into. The Committee are surprised to 
find that though the cracks started appearing in 1963, it had taken 
nearly 3 years for the Ministry of Railways to find out from the 
D.G.S.&D. that the responsibility for the defects rested with the 
firm. The Committee hope that the Ministry of Railway would not 
take up the matter with the firm for payment of damages. 

3.160. Tlre Committee would like to be informed whether ,the 
dismantling of the existing foundations and construction of new: 
foundations was subsequently found necessary, and if so the extra 
expenditure incurred on that account. 

(S. No. 25, Appendix XI11 to 72nd Report, 1966-67) 

Action taken on Para 3.159 

1. The observations of the Committee have been noted and also 
brought to the notice of the Railway Administration concerned. 
With reference to the Committee's specific observation that the action 
taken after the firm raised some doubts in September 1958 regardmg 
the strength of the turbine foundations should be carefully looked 
into, the Ministry of Railways would like to submit as follows: 

2. In September 1958. the turbine erector of the Firm orally in- 
formed the District Electrical Engineer of the Western Railway that 
the foundations appeared to be weak. The matter was therefore, 
immediately referred to the firm by the Railway Administration 
on 29-9-1958 and 17-11-1958. The firm was also specially requested 
to state whiether any lateral stress was expected to come on the 
foundatioils although the same was not shown in the outline and 
loading diagram of the machines supplied by the firm and to consult 
their Prir~cllrles immediately before advising the Railway Adminis- 
tration. 



3. After protracted correspondence, the Firm advised on 206-1859 
a s  under: - 

"We reproduce below the instructions given by our suppliers, 
Messrs. in their drawing No. 2122170 for calculating the 
strength of the foundations: - 

'The loads given on the drawing are the actual weights of 
the machinery. For calculating the strength of the 
foundation it is usual to add to these weights a margin 
of 400 per cent in order to allow for vibration stresses 
and add to the resulting figures a four times safety mar- 
gin. 

The increase of 400 per cent to machinery weights makes 
allowance for the dynamic actions which may appear 
when plant is working. The degree of safety 4 is con- 
formed to the difference between the safe stress of the 
reinforced concrete constructions according to the norms 
of calculation and the ultimate straining. 

If the foundations are designed in accordance with the 
actual weights of the machinery and the instructions 
given by our suppliers in their above drawing, the mass 
of the concrete for the foundation will be sufficient to 
absorb all vibrations and in doing so whatever are the 
lateral stresses, they will be within the permissible stress 
limit. Therefore, we do not see any point in referring 
this matter to our suppliers'." 

4. In view of the Firm's advice referred to above and in view of 
fact that the foundations had been designed to take the vertical loads 
shown in the Firm's drawing, no further action was donsidered 
necessary. The adequacy of the foundation according to the above 
requirement was duly confirmed by the Survey and Construction 
Department of the Railway. 

5. As desired by the Committee, the matter has again been care- 
h I l y  gone into and, the case taken up directly with the principal 
suppliers of the equipment, namely M/s. of Switzerland. It woultl 
appear from the data supplied by MIS. that MIS who were the con- 
tractors for the work, did not pass on some vital information supplied 
by the manufacturers in connection with the foundations. During 
September and October, 1958, M!s. had advised MIS. that the founda- 
tions provided did not have suitable reinforcements for the columns 
and the bed plates and the reinforcement provided for the top plates 
also appeared to be far two weak. MIS. Ltd., also disowned any 
responsibi'ity whatsoever in respect of the normal working of the 



-era en the conditions existing and hoped that inspite of the 
inappropriate state of the faundatitma, the normal werkfng of the 
machines will ensure. 

6. It is surprising that Mls. did not bring this aspect to the notice 
ad tbe Wlway wen though this had been speciilcdly r a i d  with 
h m  for conArmrtion anfl they advised the Railwagr vide their 1- 
&tad N-6-1@!59 drafaond to earlier, that if the foudntions are We- 
ed hacording to the actual weightn of the machine8 and the instrw= 
tiaDI givtn by the rupplien in the Idrawings supplid, the mass d 
m t e  for the foundatian would be dncient Ito abrarb all v i b  
ticwt urd in doing K, the lateral stresses w d d  a h  be within the 
m i b l e  stress limlt On this plea M/s. did not refer this matter 
to the suppliers. 

7. These developments have confirmed the responsibility of MIS. 
for the defects of foundations. 

8. The delay of 3 years in deciding upm the responsibility abcmt 
the defects and taking up the matter with the contractors is very 
much regretted. This has k n  mainly due to the fact that cracks 
developed in 1963 long after the guarantee period of one year from 
the date af commissioning had expired and Mls. had also confirmed 
the adequacy of the foundations. The investigations were however 
canied out by the Railway by seeking the assistance of experienced 
engineers of the Maharashtra State Electricity Boartl. 

9. The contractual obligation of the entire work rests between 
MIS. and the D.G.S. &D. who placed the AIT. The latter are now 
being addressed by the Railway Administration to settle the follow- 
ing issues with the  firm in consultation with the Law Ministry:- 

(a) The esyxditure incurred by the Railway for strengthen- 
ing of foundations, which has already been done; 

(b) The cost of dismantling and rebuilding of foundation if 
the manufacturers so insist; and 

(c) The cost of re-erecting the turbines and other incidental 
charges arising out of (b) . 

10. Meanwhile the D.G.S. & D.'s special attention has already been 
ttraffn specially to the following outstanding payments and dwputes 
regarding this contract: - 

(i) Rs. 10,000;- which is due to the firm to be held back. 

( if)  The flrm and D.G.S. & D. have gone for arbitration for tb. 
Ann's dafm on the Central Government regarding tax* 
The D.G.S. & D. have been asked not to make any paymCat 

1852 Aii L.S.--9. 



on this accvunt if arbitration is fully and wholly M .lr- 
of the firm until the above disputes are settled. ,d I 

I, 
Para 3.160. , 

The Ministry ob Railways would also submit that i t  has n&'fPr 
&en found necessary to dismantle the existing foundationi axid 
construct new fomdations. The present position is what the h'- 
dations have been strengthened by the Railway Administration takd 
ing into consideration the horizontal loads mentioned in the' nohi 
of Maharashtra State Electricity Board Engineers after their inspee- 
tion of the foundations. A reference has been made by the M y  
Administration to MIS. the manufacturers of the turbines, reg- 
the adequacy of the strengthened foundation. Further action will 
depend on I -.anufacturer's final reply. 

11. This has been seen by Audit, subject to verification of the 
facts brought out in the Memorandum by the local Audit. 

[O.M. No. 67-B (C)-PAC. I I I /72(0)  Dated 8-1 1-19671'. 
FURTHER iNFORMATION RECEIVED VIDE MINISTRY OF RAILWAYS 0 .M.  

No. 67-B(C)-PAC. I I I /72(0)  Dated 5.8.1 938 

Question: 
Please indicate the latest position. . . 

Reply : 
Para 3.159. , , 

It has been inchcated 111 the reply furnished earlie:. that the 
D.G.S. & D. who had placed the acceptcd tender on MIS. Dodnal M. 
Ltd. for the wn-::, were being addressed by the Railway Admi-- 
tion to settle tve issues connected with the recovery of the expencfi- 
ture incurred by the Rai!way for  strengthening of the foundations, 
the cost of dismantling and rebuilding of the foundations ff the 
manufacturers so msist and also the cost of re-erectmg the turbines 
and other incidental charges arising out of the dismantling and re- 
building of the foundations. A claim has been made on the D.G.S.W. 
to recover the amount due to the Railway on account of the lorn due 
to the failure of the foundations. This matter is under the conah 
deration of D.G.S. & D. 
Para 3.160. 

It had been stated that a reference had been made by the Rail- 
way to MIS. the manufacturers of the turbines regarding the a&- 
quacy of the strengthened foundations. A reply has been rmlwd 
only recently (May 1968) from the manufacturers and the same is 
under considera tion. 



ADDITION~L INFORMATION RECEIVED WITH MINISTRY OF RAILWAYS 
O.M. No. 67-B (C) -PAC j.111 i 72 (0) DATED 30-9-1968 

It  had been indicated in the reply furnished earlier vide . M c c  
Memorandum No. 67-B (C) -PAC / 111 / 72 (0) d a t d  58-1968 that the 
reply received from MIS. the manufacturers of the turbines, regard- 
ing the adequacy of the strengthened foundations was under consi- 
deration. This matter has now been carefully considered by the 
Government who have accepted the recommendations of the manu- 
facturers that the foundations should be rebuilt as per the detailed 
designed to be obtained from the manufacturers. The cost involved 
In this work has also been included in the claims made on the 
D.G.S. & D. who have since taken up this matter with M/s .  

(Not vetted by Audit) . - 
Recommendution 

Para No. 3.174. 
The Conltnittee are di\tressecl to find that contracts for a total 

s u m  of Rs. .i2.49 lakhs were entered into by the Railway Adminis- 
tration. South Eastern Railway. with n firm for execution of ear th  
work. bridges etc. even though i t  wa\ brought to their notice that 
this particular firm had not tendered for bridge work and as such 
similar work had not hden entmsted to them hy the Northern Rail- 
way to whom a referewe way made The Chief Engiileer (Cons- 
truetion) of Northern Fhilway had clearly stated that t h e  firm had 
not tendered for any bridge work. A s  wch.  the Committee do not 
understand how the Tcnrler Corulniltev could come to the c(  aclwion 
that "from the r redent ia l~  protl~rct~cl by them, the.,. arc capable of 
cempletir l~ t h i ~  bridge work in addition to othc: doubEini. work. t1:at 
had been given to Ihem on t h ~  Soulll Eastern Railway". The net 
result of awarding ciw contract u illlor~t propel- and co~nplete verifica- 
tion of the rapacily of 0 i . b  firm 1 0  ::nclvtnl.c. the work was that as the 
firm could not complete t l~c  ork, thc !ta:l\\ 'I! Administration had 
to rescind all the contracts a!)d ~ c t  the work completed at an extra 
cast of Rs. 6.43 Inkhs. 
Para 3.175. 

They are also unhappy to note that the Railway Administration 
could not recover the hi~lance of Rs. 3.72 lakhs from the firm due 
t o  wrong advice given to them by the Law Officer for goinc for arbf- 
tration as it was found later that arbitration proceedings were un-  
tenable. 
Para 3.176. 

The ComPnittee trust that the Railway Administration would 
benefit by the  experience p ined in this case and would ensure in 
future that the  oapacity of the firms to execute particular work Is 



In this connection, the Committee suggest, that the questian af 
suitobly -ngthening the Legal Wing of the Railway Adniinfstrs- 
t h  be considered so as fo avoid financial loss to the Railways otcrh'lg 
tu wreng legal advice. 

Para 3.178. 
The Committee further desire that the question whether all other 

Railway Administrations should be informed about the non-comple- 
tian of the work by the firm in the south Eastern Railway, mag be 
examined. 

(9. No. 26, Appendix XI11 to 72hd Report, 1968-67). 
Abtim thken 

para 3.174. 

While noting the observations of the Committee, the Ministrv of 
Railways would respectfully submit as under:- 

in recommendifig the kward of the contracte to the sucseonful 
Tenderer, the Tender Committee apparently relied on 
the following credentials also, in addition to the infor- 
fation furnished by the Chief Engineer (Construction), 
Northern Railway regarding the performance of the flrm 
on the Robertsganj-Garhwa Road new line construe- 
tian:- 

( i )  The two Directors of the Firm were engineers with more 
than 15 years of experience of handling various large 
and important earthmoving projects within the time 
schedule successfully and the firm had experience in car- 
rying out large scale land reclaimation works for the 
Government of Bihar. 

(ii) The Brfdge Ehgineer of the firm had experience of bridge 
work as he had successfully completed many bridgea on 
some Railways, including open foundations, well sinking 
etc., on behalf of other reputed firms in the pant, as 
mentioned in the Firm's covering letter to the tendst 
fdr Bagh Nhdee bridge. 



(iii) Aa brought wt #wind& the e m *  vide tke conslud- 
ing of Para 3.164 of the C@ttf$s 72ad 
&pprt, 'wt  of 14 itgms of work, in in items the firm 
was the only single tenderer and as regards the rema@- 
ing iem, its &ers were lower c o ~ p a c e d  to those of 
other c~ntraetOrs'. A part from the fact that ~verlogk- 
ing the subject amtractor's offers for the eight itRrps 
for which others had also tendered would have imme- 
diately resulted in  an extra expenditure of Rs. 12.51 
lakhs, it was felt that there was no prospect at t b t  
stage of obtaining wider response or more reasonable 
rates, if retendering was atternphi.  

Futher in relrospect, the Tender Committee's decision in award- 
ing the contracts to  the subject cc~!ltractors has to be appreciated 
also in the light of  the follow ng:  

(a) Out of a total number of 71 bridges entrusted to the 
firm, 5 bridges that had been fully completed and 16 
bridges that had been partially completed by the firm 
before the termination of the contracts in the instant 
case. had been carried out b" them according to the 
specifications. This ;hould help to appreciate their 
technical potentialit :t 5 

(b) Incidentally the extra expenditure of Rs. 6.48 laktts to 
get the works completed is well within the difference of 
Rs 12.51 lakhs In favour of the successful tenderer's over 
Lhose of the next higher tenders of only e'ght out of the  
fourteen items for which a few other than the subject 
contractor had quotcd. 

Pnra 3.175. 

While noting the observations of the Committee, the Ministry of 
Railways would respectfullv submit that at the initial stage they 
were advised by their Law Officer on 3-7-1965 that though in some 
cases it had been seriously disputed whether the Railway had any 
right to ask fo r  arbitratio11 u d e r  the  arbitration clause, the ques- 
tion had not. yet been finally settled and he accordingly advised 
taking advantage of that clause. A judicial pronouncement by the 
'Islcutta High Court in  another case debarring the Railway Adminis- 
tration from availing of t ic .  particular arbitration clause became 
available only in June lX6. In the circumstances the Ministry of 
Railways would respectfully submit that the Railway Administra- 
tion" sactiom in &erring the claims to arbitration on the consialwa- 
tion that arbitration proceedings would be cheaper and render relief 



more quickly in obtaining an injunction and a decree for attaching 
the assets available with the Bihar Government than a suit which 
would necessarily be a long-drawn-out process and entail consider- 
able expenditure could not be considered althogether unresonable. 
In view, however, of the judicial pronouncement subsequently 
available as mentio:~ed above, the Railway Administration is taking 
action to file a suit as explained in the note under para 3.176 below. 

In this connection, it is also submitted that, in the light of the 
ruling given by the Calcutta High Court as mentioned above, the 
question of suitably amending the relevant clause of the General 
conditions of contract in order to remove any ambiguity about the 
Railway Administration's right to ask for arbitration is under the 
consideration of this Ministry in consultation with the Ministry of 
Law, 

Para 3.1 76.  

Thc observations o i  the  Committee are noted. 

As regards t he  recover>- of tl-(:, balance of Rs. 3.72 lakhs from the 
film, the case has been handed over to the Railway's counsel and 
sulicitors, who have been instructc~d t o  take steps to file a suit. In 
fact a statement filed by  he Union of India in the Calcutta High 
Court defending a suit filed by the firm aginst the adjustment to- 
wards the oustandmg Railway dues of a sum of Rs. 25,000 deposited 
b ~ .  them, it  has already been indicated that a suit is being filed for 
t he  recovery uf the balance of Rs. 3.47 lakhs. 

Para 3.177. 
The circumstance\ under w h c h  the Railway Administration 

referred its claims to arbitrat~on have been explained in the remarks 
against para 3.175 above. However. the question of suitably streng- 
thening the Legal Wing has been under the consideration of the 
Rnrlway Administration for some time in view of the heavy increase 
in its workload dui ing  sccrnt vears, and the Committee's specific 
recommendation has bevn noted for compliance 

In this connectloll. tiw M~nls t ry  of Railways would respectfully 
invite the attention of the Committee to  the note earlier submitted 
hv the Ministry of Railways [vide item (v) of Appendix VII to the 
72nd Report] the ielevant portions of which are reproduced below:- 

"In June  1963, all Railwav Administrations were addressed by 



the South Eastern Railway to withhold any dues available 
with the Railways in favour of the firm in question. 
The Railway Administrations replied to say that no 
assets of the contractor were available with them. 

It will be appreciated that contracts are dealt with at various 
levels of each Zonal Administration. Where formal bhck- 
listing of firms is ordered on the circumtances of the case, 
suitable advice is sent to all concerned; in other c ~ s  
where contractors fail but are not blacklisted, the matter 
is-and has necessarily to be left to individual Tender 
Committees to decide with reference to the nature and 
magnitude of the particular works in question and the 
antecedents of the contractor whether they have the 
capacity to undertake the work. It is usual, however, to 
ask the contractor about his previous experience and what 
works he has executed before, and where the contractor 
refers to work he had done for other Railways or Govern- 
ment Departments etc., their esperience of the contractor's 
work is enquired into to the extent necessary." 

The matter has again been carefully examined as directed by 
the Committee. It is considered that the inability of a firm to com- 
plete a particular work in a particular Zone or area is conditioned 
Gy several local circurnstancc.~ and if tenderers are overlooked just 
because they may have failed to complete a work in some other 
area, it may also give rise to complaints and acceptance of higher 
rates. I n  view of these considerations, the Ministry of Railways are 
of the view that this aspect should be left to individual Tender 
Committees to decide with reference to the nature and magnitude 
of the particular works in question and the antecedents of the 
contractor. 

This has been seen by Audit. 
[O.M. No. 67-B (C)-PAC/III/72/(0) dated 15-9-1.9671. 

F U R T ~ ~ E R  INFORMATIOX FWEIVED FROM NLINISTRY OF F~AILWAYS 0. M. 
No. 67-B (C)-PAC. 111172 (0) .  DATED 8.8.1968. 

Question : 
Please stale whether suit h a  been filed against the  firm for re- 

covmg of Rs. 3.72 lakhs. 

Reply: 

The suit has not yet been Aled. The plaint is being finaliseti by a 
senior counsel engaged by the South Eastern Railway. 



The Cor~mittee desire that rU efforts should bo mrde to settle the 
remaining claims as early tw poooiMa 

16. No. 26-A (Pare 3.206), Appendix XI11 to 72nd Report, 1966-671. 

Action taken 

The observations of the Committee are noted. Instructions have 
again been issued to the Northeast Frontier Railway Administration 
that all efforts should be made to settle the remaining claims as early 
as possible and the progress of settlement is being watched. 

This has been seen by Audit. 

[O.M. No. 67-B (C) -PAC. III/72 (0) Dated 10-7-19671 

FURTHER INFORMATION RECEIVED vide MINISTRY OF RAILWAYS [O. M. 
No. 67-B (C) -PAC! 1111 72 (0) Dated 5.6.19681. 

Question: 

Please state the progress made in the settlement of ?-mining 
c l a i m  of the Survey & Construction Organisation. 

Reply : 

Further to the position stated in para 3.205 of the 72nd Report 
(Third h k  Sabha) of the Committee, 52 items amounting to about 
Rs. 22,417 have since been fully cleared and one item amounting to 
Rs. 12,415 has been partially cleared. A concerted effort is being 
made by the Chief Engineer and the Chief Commercial Superinten- 
dent of the Railway Administration to settle the remaining claims 
expeditiously. 

(Not vetted by Audit). 

Para 3.265. 
The note has been furnished (Appendix X). The Committee find 

from the Note that the complete figures of d u a l  earnings tnorn 
goods and passenger traffic have not been furnished. The Corn- 
mithe also find that the financial returns are not based on figures 
of actual additional earnings but earnings eathated oa the bmb of 
statistical data. 



)ata 3:m. 
The Cbmmittee would like to be i ~ n i s h e d  with a detailed and 

ccunprehensive note giving €he fignrzs of financial returns from 
February 1962 till the year for which accomts are complete, as 
prescribed in the Rules. 

Para 8387 
The Committee fail to understand as  to why the line had not 

been opened to goods traffic when the line was cotrsidered financial- 
ly justified on the basis of normal goods and passenger traffic. 
When i t  was known that the traflir would be diverted if the line 
was not extended beyond Samastipur, the Committee fail to under- 
stand as to why steps were not taken during all these years to ex- 
tend the h e .  Futther, it appears that the question of road compe- 
tition was not examined by the Ministry of Railways at the pro- 
posal stage. All these indicate that a thorough examination of all 
aspects of the project was not made before it was taken up for 
execution. 

(S. No. 33. Appendix XI11 to 72nd Report. 1966-67). 

Action taken 
Paras 3.265 & 3.266. 

The Committee's observations have been noted. The Ministry of 
Railways wish to clarify why it has not been possible to furnish actual 
figures of earning.; and expenditure specifically with reference to t he  
broad gauge line:- - 

(a) According to the procedure laid down for the preparation 
of the Annual Capital and Revenue Accounts by differ- 
ent gauges, an item of expenditure which cannot be 
directly allocabie to a particular gaage, the same should 
be divided in the ratio of total expenditure directly al- 
locable to different gauges. On the North Eastern Rail- 
way the broad gauge line between Barauni and Samasti- 
pur is composed of mixed gauge from h r a u n i  to Bachh- 
wara and B. G. from Bachhwara to Samastipur. Although 
the length of the B. G. section is only a little over 52 
Kms, covering 10 stations, it falls under the jurisdictions 
of three Civil Engineering, two Mechanical and two 
Operating Districts. The section falls under the same 
dbtricts fer Signal, Eleatricsl, Security and Medfcal de- 
partmsntx The staff emplbyed for maintenance of track, 
station building, signals, etc. are the same for both the 



gauges. The engine crew for the Broad Gauge traips 
belong to the Eastern Railway which also supplies the 
fuel. Shed fitting and Carriage staff relating to this por- 
tion belongs to the N. E. Railway and perform duties 
both for the B. G. and M. G. stock. The same set of 
Operating and Running staff  perform duties both for 
B. G. and M. G. trains. Similarly, the staff for Electximl, 
Signal, Medical and Security departments perform duties 
for both the gauges. 

It will be clear from the above that there is no direct expendi- 
ture allocable to B. G. and M. G. The entire expendi- 
ture on this section is combined for both the gauges. As 
a result, obtaining figures of working expenses sepa- 
rately (BG & MG) is difficult. However, based on cer- 
tain general principles for allocating different types of 
expenditure to different services, the N. E. Railway 
Administration have been deriving the working ex- 
penses of the B. G. and M. G. portions separately for 
each gauge with effect from 1964-65. 

(b) The ascertainment of earnings by gauges offers still 
greater difficulties. No separate records are being 
maintained for the traffic over each section of line. 
Similarly, at the stations outside the section separate 
records are not maintained. Therefore, it is not p6ssi- 
ble to work out the earnings separately from the 
accounts. 

2. An attempt was made to collect information from the original 
records and, by making certain assumptions, to arrive at an assess- 
ment of the earnings for B. G. and M. G. The Ministry of Railways, 
however, consider that i t  would not lead to satisfactory conclusions 
and have accordingly decided to explore the possibilities of keeping 
separate Accounts for B. G. as far as possible for the year 1968-69. 
Suitable instructions are proposed to he issued in time in consulta- 
tion with Audit, so that on the basis, as far as possible, of actuals 
of 1968-69, the return on the capital outlay on the B. G. section 
could be furnished to the Committee. 

Para 3.267 

3. The Ministry of Railways would respectfully submit that the 
project of providing a B. G, link to Samastipur was conceived essen- 
tially from an operating angle to reliwe the M. G. single line on 



the malt1 route Berauni-Bachhwara-Sama~~tipur-Datbhanga which 
had reached near s a t q r ~ t i m  and had little capacitg for carrying any 
additional traf3c. Taking a long term view of the industrial and 
economic growth anticipated in North Bihar it was considered that 
the extension of the B. G. line across the Ganga would be a logical 
course so that in the long run the adverse economical and opera- 
tional features inherent in the Metre Gauge for higher densities of 
iraffic would be eliminated. This also fitted in with the general 
policy of the Ministry of Railways at the time that for all areas con- 
tiguous to major break-of-gauge transhipment points, where the 
need arose for doubllng on a M. G. route, the second line should be 
of B. G. The actual traffic handled shows that if the capacity had 
not been augmented it would not have been possible to cope with 
the traffic needs of this area. 

4. As regards the non-introduction of a goods train on the B. G., 
the Ministry of Railways have nothing further to add to what has 
been brought out in  paras 3.260 and 3.261. The Committee's observa- 
tions are noted. The question of extension of B. G. line from 
Samastipur to Darbhanga was continuously under consideration 
since 196(1. But as brought out in para 3.260 since sufficient funds 
were not available to extend the line to Darbhanga i t  has not been 
possible to do so The proposal for extending the line further is 
again under examination. 

[O. M. No. 67-B (C)-PAC'IIII72I (0) Dated 31.1.19681. 

FURTHER INFORMATION RECE~VED VIDE MINISTRY OF RA~WAYS 0. M. 
No. 67-B(C)-PAC. III/72 (0). DATED 8.8.1968. 

Question: 

Please furnish a copy of the instructions issued. 

Reply: 

With reference to the concluding portion of this Ministry's reply 
to paras 3.265 and 3.266 of the 72nd Report earlier submitted to the 
Committee, the matter has been examined in consultation with the 
Audit who agree that, in view of the dBculties involved in work- 
ing out in absolute terms the actual earnings and expenses of the 
B. G. Line separately from the earnings and expenses of the M. G. 
Line, the earnings and expenditure accounts for B. G. and M. G. 
combined should be maintained for the year 1968-69 separetely for 
the Barauni-Samastipur section. The intention is to compare tho 



rrtu8l ambined net earnings for LWJ-69 with those fw eitdter 1891- 
f32 or I S 4 3  relating m l y  b M. C Z .  tran\c eo that on the baas 
of the di&nence, which would be attributable to 8. G. litnt (attar 
a g  noceosary allowanoes for the incmme in ravonua due to the 
enbancement in fams and freight. edc. and also the line capadty 
works unclerhbn during the intermnfng years), the return on the 
capital invested on the B. G. line can be worked out. A copy each 
of the instruetkms issued to the North Ea&ern Railway Administra- 
#on in this regard fletters No. 67-B(C)-PAC. IW72 (33-34) dated 
14.5.68, 24.5.1968 and 7.1.g&] are a t  Annexure A & B, 

This has been seen by audlt. 

ANNEXURE-A 

GDVERNM~VT OF INDIA 
MINISTRY OF RAILWAYS 

(RAILWAY BOARD) 
New Delhi, dated 14-5-1968. 

NO. 67-B (C) -PAC. 111172 (33-34) 

The General Manager, 

North Easlern Railway, 

Gorakhpur. 

Sub:-P. A. C. Recommendations No. 33-34 contained in their 
Seventy-Second Report (Third Lok Sabha) -Inadequate 
utilisation of B. G. line between Barauni Jn. and Gamasti- 
pur (Para 31 of Railway Audit Report 1966). 

Reference correspondence resting with your letter No. AJ184; 
1182111712052 dated 27-12-1967 on the above subject. The Board 
desire that artion may be taken immediately as indicated beW:- 

1. The r d e ~ ~ n t  records on the basis of which information m s  
fuhnisbea in y w  letter NQ. AJJ64I118211171141K) dated 
31th January, 1967 including statement of tsa* data 
svd.&hg to the perid  7-2-1W to 1965-66 s W d  be pre- 
served until further mkm of &he h r d .  In addition. 
meads lPtatina to the trafie kr the veof 106142 should 
aJMbera#crrea. 
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2. For the year 1968-09, immedfite arrangements may be made 

to maintain tha earnine, and expenditure accounts of 
Barauni-Smaotipur section (BG-MG combined) on 
the analogy of the accounts for New lines to be main-- 
tained for the purpose af pars 721-G1. 

Please acknowledge receipt. 
Dy. Director Finance (Accounts), . 

Railway Board. 
GOVERNMENT OF INDIA 

MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

New Dalhi, dated 24-51968. 
NO. 67-B (C) -PAC. 111172 (33-34). 
The General Manager, 
North Eastern Raflway, 
Garakhpur. 
Sub:--Inadequate utilisation of B. G. line between Barauni Jn. and 

Sarnastipur. 
Reference Board's letter of even number dated 14th instant. The 

question of bringing out a self-contained report on the subject for 
submission to the P. A. C. has been further considered in consulta- 
tion with Audit and the Board desire that in case 1961-62 figures are 
not available, those for 196263 may be taken reducing therefrom 
the traffic relating to the B. G. route for the year and the earnings 
and expenses assessed on a statistical basis. As regards 1968-69, 
necessary records of the figures of trafflc, should be maintained 
separately for the section besides those in respect of the earnings1 
expenses thereof as already indicated in Board's letter of 14th im- 
t.ant referred to above. Board's intention in this regard is that the 
;~ctual combined net earnings for 1968-69 should be compared with 
those for 1961-62 ~ n d  the difference attributed to the B. G. line after 
1naki;lg 1l~cussai.y n!lowances for the increase in rwenue due to the 
inc rwv  in tho fare and freights etc. and also the line capacity 
works undertaken during the intervening years. 

The receipt of this as also Board's previous letter of 14th instant 
:;hould pleas-. bc. acknowlcdgcd. 

Dv. Directw, Finance ( A ) ,  
Railway Board. 

No. 67-B(C)-PACIII1172 (38-34). New Delhf, dated 24-5-1968. 
Copy to the A.  D. A. I. (Railways). New Delhi for information, 

this has reference to his U. 0. I. No. 568-RR112-331PACIn172 (R! 133 
iG 34/67 dated 2.3.1968. 

for Secretary, Railway Board. 



MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

16 Sravana, 1890 (SE) 
7th August, 1968. 

NO. 67-B (C) -PAC. III/72 (33-34). 
The General Manager, 
North Eastern Railway, 
Gorakhpur. 
Sub:-~nadequate utilisation of B. G. line between Barauni and 

Samastipur. 

Reference is invited to Board's letters of even number dated. 
14.5.1968 and 24.5.1968. In para 2 of the Board's letter of 14.5.68, the 
Radway has been asked to make immediate arrangements to main- 
tain the earnings and expenditure accounts of the above section 
(BGIMG combined) on the analogy of the accounts for new lines to 
be maintained in terms of para 721-GI. 

I 
2. I t  is presumed that the earnings of the section will include not 

only (a) the earnings of the Branch line proper and (b) that portion 
of the traffic received from the Branch line and of the traffic from 
the main line to the Branch which arises solely from the conetruc- 
tion of the Branch line. but also proportionate errninas in respect of 
cross traffic passing over the Barauni-Samastipur section based on 
'the infennation available in the  transhipment records etc. This 
may pieace be confirmed 
information accordingly. 

PJo. 67-B ( C )  -PAC IIIi72 
Copy forwarded to D. 

and necessary action takc.n t.1 :.ompile the 

Dy. Director. Finance (Aacounb) : 
Railwag Boa~d.  

(33-34) New Delhi. dated 7-8-1968. 
D. R. A.. New Delhi for information. This 

I~as reference to our discussion on 6.8.68. 
Sd/- 

(Kapur Chand) 
for Secretary, Railway Board. 

ADDXTIONAL INFORMATION RECEIVED vide ~~XNIS'I'RY OF ~ I L W A Y S  0. M. 
1'70. 67-B (C)  -PAC. 111172 (0) , DATED 24.8.1!368. 

Question: *- 

The final decision taken on the question of extending B. G. line 
from Samastipur to Darbhanga. 



Repry: 
Regarding extension oi the Broad Gauge line fxm SPmastipur 

to Darbhanga, it is submitted that a survey for the conversion of the 
entire length from Samastipur to Darbhanga and Raxaul is proposed: 
to be taken up  in 1970-71. The final decision in regard to the con- 
version will be taken after the survey has been completed. 

Para 3.97 
The Committee are not satisfied over the tardy manner in which 

the matter has been pursued since the Departmental Enquiry Com- 
mittee concluded in October, 1957 that material supplied by the firm 
was actually of indigenous origin. The case was referred to the 
Iron & Steel Controller only in February, 1958 and authorisation for 
the rtturn of the material was taken from him only in .March. 1959. 
In view of the financial difliculties expressed by the firm and their 
failure to deposit the amount by April, 1960, a formal demand on the 
firm to produce the original shipping documents was mlde by the 
Iron and Steel Controller in February, 1961, but the fm having 
failed tc do so, the rate as for untested indigenous steel was h e d  
by him in October. 1961. In \-iew of the fact the contract provided 
for fixatim of the final ra t r  by thc Iron and Steel Coniroller, the 
Con~m~t iee  cannot ht.Ip observinr: that there \-..a\ sboidabIe delay Q£ 

about four year5 in entorc-ing thc provision in the agreement. They 
would like !:) ' . $ 3 ~  nbou: thc. r?c:)very nl:rcle of the balance of 
Rs. 32,00!1 oilt (1; Rs. 77.000 puva51e by 1 1 1 ~  firm. 

T'nr Co~nnlittve would also like to k1ac.i. ahout the t~utrome of 
the criminal nroceedinq launched against the firm h\ the Special 
Police Establishment. 

[Sl. No 40 of 72nd Report-51 N,: t'l c1f Anpendix X I S  tc> 53rd 
Report (Third Lok Sabha) 1. 

Action taken 
it 

An amplified note by way o f  comments on the hlirustry of Rail- 
wavs' memorandum, prepared by the Ministry of Steel. Mines & 
Metals to bring out the factual position more clearly is attached 
(Annexure). 

The criminal case launched against the firm by the Special Police 
Establishment, referred to in Recommendation No. 22. is still pend- 
ing trial according to the advice received from the Central Bureau 
af Investigation in August, 1967. 



This has been seen by Additional Deputy Comptroller & AUditbP 
OabtFcrl (Railways) md the Accouta31t General, (2anmem, Warks 
& Mitceflenswr. 
[Min- of Raf1wayM.M. No. 67-B(C)-P,A.C.IIL/7%(0), dated 

28..1819Mq. 
ANNEXURE 

Comments @ the Ministry of Iron & Steel 

In February 1958 the case was reported by Northern Railway to 
Iron & Steel Controller's office intimating that some over-payment 
had been made by them to the firm while making 90 per cent advance 
payment. Northern Railway wanted to know whether rates charg- 
ed by the firm were verified by Iron & Steel Controller's offlce and 
also whether Iron & Steel Controller's omce would like to control 
the disposal of steel in case the same was returned to the firm after 
getting refund of the payment made to them. The case was ex- 
amined by Iron & Steel Controller and on 1-5-1958 a final reply was 
issued to Northern Railway intimating that no documents had b&% 
leceived from the firm for fixation of rates and as regards disposal, 
since the materials had been supplied by Registered Stockists, the 
same come under the distribution control of the Provincial Steel 
Controller. The materials were lying a t  Lucknow and Delhi. 1% 
Provincial Steel Controllers of these two areas were contacted by 
Northern Railway and a report in this connection was made by 
Northern Railway to this oRce on the 2nd December, 1958. 

On the 6th December, 1958 the Northern Railway informed Iron 
& Steel Controller's office that an Agreement had been made with 
the firm in the matter of releasing the materials on receipt of dues 
from the Arm and accordingly requested Iron & Steel Contrdleir  
office to issue necessary authorisation for returning the materials 
to the firm. As desired by Iron & Steel Controller's office, the 
Northern Railway also confirmed in February, 1959 that dues as per 
scttlement arrived at with the firm would be released before return- 
ing the materials to the finn. The authorisation t o  return the 
materfals was then issued by Iron & Steel Controller's office on the 
20th March, 1959 and at the same time a direction was given to the 
B n n  that the materials on receipt from the Railway would remaia 
frozen in their stock and the same should not be disposed of withat  
specific permission of Iron & Steel Controller's ofice. 

As it appears there was a long dispute between the firm and the 
Northern Railway in the matter of fhalising the term8 of transfer 
of the materials. On 27th December, 1960, Northern Railway 



intimated that  no mutual settlement was possible with the firm and 
requested Iron & Steel Controller's office to take action against the  
firm as per Iron & Steel Controller Order 1956 i.e., on the strength 
of the powers vestcd in the Iron & Steel Controller. Under t h e  above 
Order the firm might be asked to furnish full particulars about the 
source of supply of the materials and in case cf their failure to 
prove that the materials were of imported origin they might be 
asked to show cause why they should not be prosecured for charg- 
ing more than Col. 111 controlled rate chargeable inr materials of 
indigenous origin. An Order was accordingly issucd by the Iron S; 
Steel Controller in February, 1961 asking the f i r m  t u  furnish neces- 
sary shipping documents et.c., in respect of the supply made hy 
them to the Northern I:ailwa?;. The firm failed to comply with 
t,I>at order. All the producers were thereupon advised on 18th 
.Tuly. 1961 for suspension of despatches to the firm until iurther 
instrtictions from Iron 8. Steel Controller. On a rcfcrencc~ being 
received from the firm it was made clear to them on t!?c 28th August, 
1961 that if any person other than the importer wanted to sell any 
imported steel at a price hig'lcr than Col. IT1 pricc hr? should ap- 
proac5 the Iron & Stpel ControIler for fin3!isnfion of a scparatc price 
and pending fixation of such a separate price. Col. TTT nricc shnuld 
be charged and anybody charging more t , hm th s?  witnout specific 
pr.rmir;sion of the Iron & Steel Controller should 6: he].! iiable for 
~:sosecution under Iron R. Steel Control O r d v .  '!"~k po>ition was 
a l ~ o  intimated to Northern Railway on the. 6th Scpcmber .  1961. 
On 23rd September. 1961 the Northern Railway stltccl t h e 1  5- anc cia! 
adjustment with t k ~  firm tiwuld be made at Col. I11 rate and enquired 
whether  Iron & Steel Co~~trn! l t~r  had any objection in  the Railways 
r2covering the balance amount from the firm and finalis? t h e  case 
so far as the financial liability of the firm towards tbt? Railway was 
concerned. On the 26th October. 1961 i t  was intimated to the 
Northern Railway that the position in this regard had already been 
clarified to them on the 6th September. 1961 and rhnt regardinq the 
price aspect of the case there was no objection from Iron K Steel 
Controller if a settlement was made at Col. IT1 rate 
FURTHER INFORMATION RECEIVED V ~ E  MINISTRY OF RAILWAYS 0. M. 

No. 67-B (C) -PACITII 72 (0) Dated 5.8.19683. 
Question: 

The latest position regarding the criminal case launched against 
t h e  firm by Special Police Establishment which was pending trial, 
may be intimated. 
Reply : 

It has &en ascertained from the S.P.E. that there is no change 
in the position as earlier advised to Public Accounts Committee in 
February, 1968. The case is still pending trial. 
1852(Aii) LSl lO  



Recommendation 

From thu note ftxrnishcd by the Ministry (Appendix XII)  the 
Coninnittee find that out of 260 rases the value of claims ot~tstanding on 
31 Octahr~r 1065 was Xq. 9.52 lakhs and the number of cases involved 
was 142. The Committee hope that earnest efforts would be made 
to dtJe these c a w s  witlmut any undue dciay. They woulrl also 
like tlrc 3Iinistr> to  r o , l s i d ~ r  u hcthcr any unilorn~ policy could be 
evolved in rcrard to i :~.t ir;~>g railway goads from rishs. 

Actiou taken 

Tn continuation of the Memorandum submitted by the  Ministry 
of Railways with their 0. M. No. 66-B(C)-PAC III(3Tain) dated 
17-12-1966, the present position of the action tzken on the rccorn- 
menations madc. by the Con~mittee is indicated below: 

(i) Formulation of a un.iform pollcy in ~egnrd  rs) ~ ~ L S I L ~ Q , ~ C , -  o f  
Railway goods against risks of sea tw:~: ,~ : .  

Necessary instructions indicating the policy al l t i  procedure to 
be followed in this regard have been issued to the Railway Adminis- 
trations etc. v ~ d e  Railway Board's letter No. F. (X)  11-651IS/3 dated 
31-12-1966. clrcular No. 67"RS(F) 163 1 dated 7-5-1957 and letter 
No. C7'RS(F)  163'1 dated 17-5-1967 (Annexures I, IT and 111) 

(ii) Filing of suits to recover claims which are not setl.led wit?~rn a 
period of 12 months. 

The Railway Administrations have been directed to take vigorous 
steps to establish the shipping claims and 1.0 process them ex- 
peditiously. 

With regard to the claims which are at  present considereci time 
barred under the Gold Clause Agreement as well as under Indian 
Carriage of' Goods by Sea Act, the settlement of these claims would 
be pursued with the shipping companies. Ministry of Law had opined 
that limitation of 30 years under Limitation Act 1963 for contracts 
where the Union of India is a party could come to the rescue of the 
Railways even if the suit have not been filed within one year time 
limit prescribed under Indian Carriage of Goods bf Sea k t ;  t he  
advice given by that Ministry is that it is only a test case in a court 





1 42 
policy could be evolvea ~n connection with the  insurance of imported 
railway stores against maritime risks. The Board have considered 
t h e  matter and have (Lcided that imported railway stores should be 
insured against maritime risks as under: 

The basis of insurance should be the w l u e  cf each ship- 
ment, as that is the maximum risk incurred a t  a time. 

For shipments of steel, rails and other bulky cargoes which 
are  I'%s susceptible to damage, only an F.P..I. cover may 
be taken, prox7ided the value ol each sl~i!!*:~cnt is Rs. 3 
lakhs or above. Shipments valued upto R3. .3 h k h s  need 
not be insured. 

Plant, machinery, diesal and electric lo-os cornpni~ents, 
spares and othnr i:t7ms of stores which are'liable to damage 
in  transit may be insured under an 'all risks' cover, in-es- 
pective of the value of each shipment. Undrr  this covcr, 
inland transit risk upto the destination is also covered. 

The Railways may take an  Open C o v c ~  against their 
anticipated shipments during the next twe1L.e mnnths. 
This will afford a continuous and ~u tomat ic  cover in 
respect of shipments during the year. A sprrilir policy 
ag-inst each ship~ncnt will be issued separnt.i\-el? by the 
L.I.C. The advantage in this scheme is that in case of acy 
dclav or genlline omision in declarin?, ;I cargo, the covcr 
will he o p c r a t i ~ ~ e  a n d  the Railway's ir\t , l~-est f~ t l ly  pro- 
tected. 

2. At present, the Railways have to obtain thc appt,o.irnl of the 
Goad for taking out insurance. I t  has now been tiecldc.d by the 
Board that this power may be exercised by the General Manager 
in  consultation with hi? F.A. & C.A.O. This has the sanction of the 
President. The Railway Administrations may also dccidc the tvpe 
of Ins~lrance cover necessary in a particular case. 

3. These instructions will, in the first instance, he applicable tor 
ene year with efl'ect from 1-1-1967 and to enable the Board to review 
t h e  results thereof, Railways should submit a report to the  Board 
by  the end of January,  1968, furnishing information regardine thn 
value of shipments insured during the  year 1967 (Calender Year ) ,  
the premia paid, the number of cases involving losses and the 
amounts of losses claimed from and re-imbursed by the L.I.C. 



4. The Insurance policies will be taken with the Lifc Insurance 
Corporation of India only, as stipulated in Board's letter No. 
F. (X) 1-65 1ISll dated 19-11-1965. Wherever necessmy, details of 
the policies may be furnished to the India Supply Mjssion, London; 
Mrashington andlor the Indian Embassy concerned abroad arrang- 
ing shipment of imported stores. 

5. The details procedure regarding advice of shipments to L.I.C., 
examination of stores f o r  dc~clencies. reporting of lusses, .edging of 
claims and watching recovery thereof etc., etc.. nid:.' be laid down 
loxillv by the Railway Administrat~ons. 

6. Please acknowledge receipt. 
Dy. Direclor, Finances (S )  , 

Railwu y Board. 

(b) No. PSB 110 OCN 108-Open cover for "F.P.A. risks". 

A copy of letter addressed to the different shipping authorities 
and port consignees is enclosed which will speak for itself. All 
Branches in the Railway Board's office dealing with the import of 
railway materials and stores may please note for guidance and also 
ensure that every shipment is duly covered by a suitable advice sent 
to the. Life Lnsuraoce Corporation quoting their references as above. 
It will be noted in the case of F.P.A. covers that all shipments vdued 
a t  Rs. 3 lakhs and above should only be insured. It is possible that 



ditterent shlpplng agencies may load consignments valued indivi- 
dually less than Rs. 3 lakhs in the same vessel without the know- 
ledge of each other and consequently they may not send any advice 
to the Life Insurance Corporation in such cases whereas the total 
of such c~ns ignn l~n t s  loaded in the same vessel might exceed Rs. 3 
lakhs. 

At pressnt, only the following branches are ordering materials 
which will have to  be covered under F.P.A. Cover. 

( i )  RS (Steel) 

(ii) Track (who perhaps do not have any order outstanding a t  
present) . 

R.S. (Steel) Branch will therefore, ensure that advice is given to 
the Life Insurance Corporation whenever the consignments loaded 
in the single ship exceed Rs. 3 lakhs. Other Branches in Board's 
office whenever they order any item which will have to be covered 
under F.P.A. cover shall intimate the details of shipment made in 
each vessel but valued less than 3 lakhs to RS (Steel) Branch so 
that coverning advice, if necessary can be sent by RS(Stee1) Branch 
after totalling up the particulars received. 

In all other cases, the respective Branches will themselves arrange 
to keep a watch on the action taken by the shipping author~tiesiPort 
consignees and advise the Life Insurance Corporation of India suit- 
ably wherex~er necessary to emure p r o p r  coverage. 

Dep.ury Director. Ruilu>a?l Stores, 
Railwag Bourd. 

All Branches of Civil Engg.. Electrical, Finance. Mechanical, Signal 
and Telecommunication, Stores and Wagon Production directcrates 
in Board's office. 

A N N E X U R E  III 

MINISTRY OF RAILWAYS 

No. 67)RSF1163/ 1 New Delhi, dated 17-5-1967. 

1. Mls. Dyson Shipping Company, 17, Battery Place, New York 
10004, U.S.A. 

2. Mjs. Schenker and Co., GMBH, 2000 Hamburg All, West 
Germany. I , I  



3. Embassy of India, in Japan, Tokyo, Japan. 

4. Mls. Turnbull Gibson & Co. Ltd. 128-9, Minoris, London EC3. 

5. The Director General, India Supply Mission, 2536, Massachu- 
setts Avenue, Washington DC. 

6. The Director General, India Supply Mission, Government 
Building, Bromyar'd Avenue, Acton, London-W3. 

SUB: -Insurance of shipments made against Railway Board's contracts. 

REF: - (a) No. PSB / 11010CN~107-Open cover for all risks. 

(b) No. PSB; 110,OCN: 108-Open cover for F.P.A. risks. 

It  has been decided that all imported Railway Stores ordereti by 
Railway Board should be insured against Maritime risks as under:- 

(i) All signalling materials, Plans, Machinery, diesel locorn* 
tives. electric locomotives. components and spares, wheel 
sets, cranes etc. by an 'All Risks' cover. 

(ii) All bulk cargoes such as Steel, Rails etc. by FPA cover. 

An open insurance cover has been granted by the Life Insurance 
Corporation of India un'cler their references quoted a t  (a) and (b) 
above. According to the terms of this open cover the necessary 
c l ~ s ~ n q  particulars pving details of materials shipped, name of 
ship. bills of lading. numbers and dates invoice Nos. and dates, value 
(stating also F.O. Boost, ocean freight etc.) are to be intimate'd'to 
the Life Tnsu--ante Corporation of India. Genera' Insurance Depart- 
ment. Jeevan Vihar Building, Parl~arnent Street, New Delhi to enable 
a separate policy being issued by them covering each shipment. You 
are therefore. herebv requested to please furnish full particulars to 
the Life Insurance Corporation in respect of shipments failing under 
item (i) above, irrespective of the value involved and those under 
item (ii) above. valued at Rs. 3 lakhs and above. For assessing the 
value of the shipment in the latterlcase, the total value of all the 
consignments being loaded in a particular vessel irrespective of the 
different sources or different supplying firms, or different contracts 
of the Railway Board, is the criterion. The particulars in question 
should be sent to the Life Insurance Corporation immediately after 
shipment on the form as per specimen attached. Life Insurance 
Corporation's reference Nos. for these covers are as under which 
should be quoted in letters addressed to them. 

(i) No. PSB/llO/OCN/l07-Open cover for all risks. 

{ii) No. P S B l 1 1 0 1 0 C N ] l ~ p e n  cover for F.P.A. risks. 



As per the terms of the insurance cover granted by the Life 
Insurance Corporation the cover will apply only if shipments are  
made per first-class steamers and in vessels which are not overaged 
and or under tonnage. The Life Insurance Corporation have stated 
that if a vessel 1s over 20 years of age andjor is under 2000 tons, the 
appropriate loading as per tariff will be levied. These conditions may 
kindly be borne in mind while arranging shipments and as far as  
possible, shipment should not be arranged in such vessels. 

Please acknowlede receipt. confirming that acti,on will be t.aken 
as above. 

No. 671RSF 

Copy to 

j 163 

the 

Sd t -  
for  Secretory, Rall?i?ny S r o ~ e s  

Ra t l w a y  Board. 
New Delhi, dated 17-5-1967. 

General Man:tgcrs. P a ~ t e r n ,  Central and  Southern 
b i l w a y s  for necessary actior. wl?h copy of Life Insurance Corpora- 
tion's letter quoted above. 

Copy t o  Ministry of Tran>po!t (Shipping Co-ordln~~tion Officer) 
fo r  information. 

Sd - 
D?I. D rector. Rip, Stores. 

R a  l ?w? l  Bonrd. 

Pleas? state thc  o u t c o ~ c  of the cases fi1c.d jn the courts of law 
ant i  the position ahout reco\.e:-y of claims f r o m  shipplng companies. 

Reply: 

Three suits filed 113 Calcutta wcrc dccidcd by the courts in favcur 
of the Eastern Rai!;%?ay (total valur Rs. 5,122.14). One suit filed in 
Madras u-as also decreed in favour of t he  Southern Railway but is 
again sub-judice as the carrier had submitted a n  app";~I before the 
High Court. Total number of suits still pending at Calcutta, Madras 
as well as Bombay is 37. Suits in respect of 10 more cases will be 
filed in due course, after the question of limitation as brought out 
in the Ministry's earlier Memorandum dated 5-8-1967 is settled in  
the test cases already field at  Calcutta. 

The overall position of recovery of claims preferred against the 
shipping companies has been brought out in the statement at  Annex- 
are. Not vetted by Audit. 





Recommendation 
The Committee are distressed to find that due to the non-obser- 

of the prescribed procedure a Pay Clerk could d s a ~ p r o ~ ~ a t e  
a sum of ns. 94,561. The main points of abuses, in this case Were: 

( i )  There was no Inspector of Pay Clerks to inspect the work 
of this pay clerk while all other pay clerks were under 
an Inspector; 

(ii) The work of this pay clerk did not colne under accounts 
check even during the five months when "normally a pay 
clerk should come under accounts check once in three 
months"; 

(iii) Thn Da:\ clerk could escape the it~spection of Additional 
Divisional Accounts Officer on a plea of making payment 
out-side and it was not checked up at that time for after- 
wards whether the plea was genuine or not; and 

(iv) Even then the lacuna came to light, the department did 
not freeze the books and accounts of the clerk and instead 
a l l o ~ +  bim time to complete the books when the con- 
dunr of this man was grievously wrong and there was an 
adverse report from SPE. 

From all these the Committee feel that the present procedure 
should he tic. .tencc up so that such incidents do not recur. They 
further feel that the time take? by the department to finalise 
departmental inve~tigation, to fix responsibility on the individual 
officials and to take disciplinary action against the guilty persons is 
unduly long. The Committee would like to be informed of the 
final outcome o,f the case. ( 

(S1 No. 40 of F n d  Report. S1 No. 34 of Appendix XIX to 53rd 
Report (Third Lok Sabha). I 1 

Action taken 
In the Memorandum submitted to the Public Accounts Committee 

with reference to Recommendation S1. No. 34 contained in the 53rd 
Report (Third Lok Sabha), the Ministry of Railwavs had indicated 
the final position regar'iling departmental action taken against the 
various staff, excepting the pay clerk and the Divisional Pay Master, 
Delhi, held responsible in the case of embezzlement of cash by the 
pay clerk. The latest positi-on of departmental action against the 
two employees is as under: - 
Pay Clerk. 

H e  has been found guilty by the court (Special Judge, Delhi) and 
cientenced to 5 years R.T. under Section 409 P C  and 5 years R.T. and 



a fine of Rs. 20,000 under Section 5 (2) read with 5(I) (c) of Act I1 
of 1947. The substantive sentences are  to run concurrently. 

The Pay Clerk has, however, since filed an appeal in the High 
Court at Delhi against his conviction by the lower court. Any 
departmental actlon against him will, therefore, be possible only 
after his appeal is disposed of by the High Court. 

Divisional Pay Master, Delhi. 
Departmental action against him which was kept pending until 

the court case against the pay clerk was 'disposed of has not yet been 
finalised. Every effort is being made to expedite the disciplinary 
proceedings against him. 

This has been seen by Audit. 
[O.M. No. 67-B (C)-PAC-111172 ( 0 )  dated 19-8-1967]. 

FURTHER INFORMATION RECEIVED VIDE MINISTRY O F  RAILWAYS 0.M. 
No. 67-B (C) -PAC / I11 172 (0) DATED 5-8-1968 

Question: Please int imate t h e  latest position of t h e  cases. 
Reply. 

The latest position of departmental action against the two em- 
ployes, uiz., Pay Clerk and Divisional Pay Master, Delhi, is as 
under: - 

Pa?l Clerk: The S.P.E. have advised the Railway on 2-7-1968 
that the appeal file'd by the Pay Clerk against his con- 
viction by the lower court is still pending in the H:gh 
Court of Delhi. Departmental action against him will 
h e  taken after the appeal is disposed of. 

Diz-isiona2 Pap M a s t e r :  He has been exonerated of the various 
charges and the disciplinary case against him has been 
closed. 

NEW DELIII; 
October.  10. 1968. - .- - - - - - - -. 
Asvina,  18, 1890 ( ~ a k a ) ;  

M. R. MASANI, 
Chairman,  

Pub tic Accozmts Committee. 



R,iilwmq 'i';)~ Committee hope that final rci~lies duly vetted by Audit in 
r,t,gns d :o t h e  rt~co~ni~le~~datio~~s,Ubservations to which only interim 
reylies hale  sr) far bcen furnished will he wbmittcd to them early. , 

e.1 
O 

Thr Comnliiiet. woultl like to draw attention to Chapter I of 
t b ~ i r  2 n d  Repall o n  the Third Five Ycar Plan of Railways where 
tE .-, h n ~ e  di%ruwd at Pcnglh t'.c qriedion of ''Traffic Forecasts" 
ailcl tllr ~rspo:~sihiiity nf Railwars in that behalf. The Committee 

likc t h ~  R d w a y s  merely to accept thc stat~mentsjassessments of 
t m f i c -  recluircmmts made b\  othrr Shnistries without critically 
cu:iin;iiing the pqsit i~n t l~c~mse lv~s .  Beside?, as is evident from the 
R:a;lways own c\timaics of trafir  cf materials required to be c a n  
r i d  on railway acmant. thcrr was a percistent tendency to over- 
estimate the trafic requirements with the result that the Railways 
investment during the Third Plan period rose to Rs. 1,686 crores as 





5 I -  18 Railways The Committee note with concern that even after the appoint- 
ment of a whole time Estate Offi.rr and the authority svailable to 
him under the Puhlic Premises (Eviction of Unauthorised Occu- 
pants) Act, 1938, the pace of recovery of the arrears of rent in res- 
pect of lands and stalk leased out in the Railway Bazaars on the 
North-East Frontier Itailway, has been wry slow. !luring the period 
May 1967 to June 1969. oq!v :I sum of Rs. 5.872 relating to the period 
upto 1964-65 was rea!;scd jeavi~g a h-ilance of Rs. 5,48.987 in arrears. 
The Committee see no reawn why it should not be possible to recover 
these Prrears of rent more expc.dilinn~~y and in a bu~inecs like 
manner. 

The Committen ntrd  hardlv strew that simultaneously the Rail- 
wavs should ensure that the rnVn+on of current licencing fees and 
rents from the lease holders of l m d  and stalls in railway lands 
are not allowed to qet into arrcars, 

The Committee also wggest that the Railwav Administration 
should consider the question of chnr~inq interest by wav of penalty 
on the lessees who do nqt pav rent within P specified time limit. 

The Committee note that the RIinistrc of Railways have reach- 
ed an nnderstar.dinz with thr? !Zcr?ls qnd Madras Governments 
about the recovery nf outs tan din^ amounts representing rents on 
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t h ~  nnst arrwrs ltut also sustained efforts should be made to en- 
sure that the rent is recovered regularly and is not allowed to get 
into arrcan 

Ra~lwaps The Committee would also like the Railway Board to examine 
the feasibility of directly leasing the lands to cultivators instead of 
through the agency of the State Government. 

GMGIPND-LS 1-1852 (Aii) LS-- 16-1 1--68--12M. 




