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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, having been 
authorised by the Committee .to present the Report on their behalf, 
present this Fifteenth Report on the Appropriation Accounts 
(Railways) 1955-56 and 1956-57 and Audit Reports (Railways) 1957 
and 1958. 

2. The Appropriation Accounts (Railways) 1955-56 and 1956-57, 
together with Audit Reports thereon were laid on the Table of the 
Lok Sabha on the 13th September, 195'1 and 18th August, 1958* 
respectively. The Committee examined these Accounts etc. at their 
sittings held on the 18th, 19th, 21st, 22nd, 23rd and 25th July, 4th 
September, and 2nd December, 1958. 

3. A brief record of the proceedings of each sitting of the Com- 
mittee has been maintained and forms part of the Report (Part 11). 

4. The Committee considered and approved this Report at their 
sitting held on the 4th April, 1959. 

5. A statement showing the summary of the principal recom- 
mendations of the Committee is appended to the Report (Appendix 
11). 

6. The Committee examined separately the excesses over Voted 
Grants and Charged Appropriations disclosed in these Accounts and 
commented thereon in their 9th Report, presented to Parliament on 
the 9th September, 1958. 

7. In Chapter I11 of this Report, the Committee have dealt with 
a number of irregularities brought to light through the Audit 
Reports. Some of the cases disclose regrettable delays and failure 
to follow the prescribed procedure on the part of Railway Adminis- 
tration which resulted in considerable loss of revenue or wasteful, 
eqenditure. In one case a siding was provided for the convenience 
of a company in March, 1950 without settlement of the terms in - - 
advance as prescribed in the rules. Although 9 years have elapsed 
no settlement has yet been reached. Stores were not inspected by 
the Railway Inspecting OfRcers in time as a result of which the 
Railway had to pay heavy compensation to the contractors. In 
another case, on the plea of urgency stores were purchased at  higher 
cost directly from a firm with which the D.G., S. & D. had entered 
into a running contract for the same stores. 
--- - . - - - -  - ---- . -- 

*Thc cxnm~~nrion of rhc Audlr Rcport. 1958 was bndc~rakcn by the Cummirtce in 
punuance of a ruling RIVrr bv t h C  Spcakcr on rhc 24th Novcrnbcl. xgco 



8. In para 27 'of their 4th Report (Second Lok Sabha) the Public 
Accounts Committee referred to an important question viz. stand- 
ardisation of the rates of siding charges on all the Railways. The 
basis of the levy of siding charges on Railways had varied from 
Railway to Railway and even between one siding and another on the 
same Railway. The Committee were then informed that the matter 
was under consideration for the last three years or so and the change 
over would be effected gradually. The absence of standard rates had 
resulted in endless disputes and consequent delay in recovery, and 
toss. 

9. The Committee have been impressing upon the departments of 
Government the need for proper care and caution while finalising 
terms of contracts with suppliers. The Audit Report disclosed a 
case where an o5cer of the Directorate of Supply and Disposals 
negotiating a contract had gone out of his way to include liberal 
provisions and escape clauses in the contract agreement in favour 
of the supplying firm which resulted in loss to Government. In 
another case, the I.S.M., Washington did not invoke the provisions 
of the penalty clauses in the contract against the supplier for not 
complying with the terms of the contract. The Committee are dis- 
turbed at these acts of omissions and commissions. In their opinion, 
Government should take urgent steps to review the procedure for 
pwchase of stores both in India and from abroad in the tight of 
their past e;rpetience and tie up the loose ends. 

10. The Cormhittee place on record their appreciation of the 
assistance rendered to them in their examination of these Accounts 
by the Comptroller and Auditor General of India. 

NEW DELRI; N. G.  RANGA, 
Dated 4th A p d ,  1959. Chairman, 
W r a ,  14, 1881 (Saka) Public Accounts Committee. 



GENERAL REVIEW OF THE FNWCIAL WORKING OF 
RAILWAYS DURING THE YEARS 1955-56 AND 1956-57 

During the year 1955-56 two important events took place, viz 
revision of the Separation Convention as recommended by the  Rail. 
,way Convention Committee, 1954 and the formation of the Seventh 
Zone namely the South Eas ten  Railway. 

Financial Results 

2. Receipts.-During the years under review the gross t r d c  
receipts amounted to Rs. 3J6.29 crores and Rs. 3,47.57 crores against 
the budget estimates of Rs. 2,92 crores and Rs. 3,45 crores, respec- 
tively. In 1955-56 there was an increase of Rs. 23.79 crores, in 1956-57 
the  receipts were Rs. 2.57 crores more than the estimates. 

Working E;cpenses.-In 1955-56, the ordinary working expenses, 
.excluding appropriation to Depreciation Reserve Fund and pay- 
ments to worked lines were Rs. 2,52.89 crores which exceeded the 
budget by Rs. 5.17 crores. In the next year these expenses arnount- 
ed to Rs. 2,73-02 crores and exceeded the estimates by Rs, 10.96 
sores. 

Depreciation Reserve Fund.-The appropriatnn to Depreciation 
Reserve Fund was 'raised to Rs. 45 crores in the revised estimates 
f o r  the year 1955-56. This was repeated in 1956-57 also. 

Development Fund.-Out of the surplus of Rs. 14.22 crores at the 
end of 1955-56, a sum of Rs. 7.14 crores was appropriated to the 
Railway Revenue Reserve Fund and the balance Rs. 7.08 crores was 
allocated to the Development Fund. During 1956-57 a sum of 
Rs. 20.22 crores representing the surplus at the end of the year was 
allocated to the Development Fund. 

Operating Ratio.-The operating ratio for the year 1956-57 was 
79.90 as against 81.95 for the previous year. 



BUDGETING AND CONTROL OVER EXPENDITURE 

Savings over Voted Grants and unnecessary Supplementary Grants 

3. The Committee have dealt with the cases of excesses over 
Voted Grants and charged Appropriation in respect of the Accounts 
under examination in their Ninth Report (Second Lok Sabha). The 
Accounts disclosed also savings over Final Grants under a number 
of Demands18 and 14 cases during the years 1955-56 and 1956-57 
respectively. The following table shows the net savins  (separately 
under Revenue and Capital) during these yews as cornparted with 
the previous year (19455) : 

Exwnditure met rorn Capital, Dcprcc~al~on RLI:TW FJ-IA, R:i,'nuc 
Rescrw Fund and Dcvclopmcr:~ IY::nd. 

The above savings indicate that, except in the case of expendi- 
ture met from Revenue in 1955.56, the percentage of savings has 
shown an upward trend. 

4. The Committee examined in detail the major items of savings 
over Grants. It came to their notice that in five cases (Grants Nos. 3, 
12-A and 16 during 1955-56 and Nos. 2 and 20 in 1956-57) the Ministry 
of Railways obtained Supplementary Grants from Parliament 
although they did not spend even their original appropriation. This 
disclosed, in the Committee's view, lack of proper planning and 
control over the progress of expenditure. The Committee were 
i n f m d  that (in- pursuance of their tecommendatiun made in their 
report on the Accounts for 1927-2 ) the Ministry of Railways hod issu- rg ed instructions for the nuuntenance of "Liability Registers" by the 
various disbursing Departments for knowing at any point of time 
the progress of expenditure and m m i t m e n t s  incurred. I t  wna 
sutprising how &spite the "Lirhility Registersn, the Ministrg o f  



Railways were not in a position to  assess. their total requirements. 
accurately and regulate their supplementary demands accord- 
ingly. . ". 

5. In evidence, the representative of the Ministry of Railways 
informed the Committee that the savings and non-utilisation of sup- 
plementary grants in most of the cases were due to non-receipt of 
stores and the debits therefor in time from Indian Purchase Missions 
abroad. The Committee enquired into the reasons for the delay 
in those cases. They learnt that a t  present the D.G., I.S.D., London 
was not furnishing to the Ministry of Railways information regard- 
ing the availability of stores and shipments made at periodic 
intervals. They  felt that if the purchasing organisations abroad 
furnished such reports to  the  indenting Ministries every fortnight 
f rom the  a d  of January and weekly reports i n  the mqnth of March, 
it would keep the  indenting Ministries informed of the  latest supply 
position and enable t h e m  to  estimate their financial c m m i t m e n t s  
more precisely. The Committee, therefore, suggest that the Minis- 
tries of Railways and Works ,  Housing and Supply might examine 
this suggestion and evolve a procedure in this regard. 

6. While on the subject of savings over Voted Grants, the Com- 
mittee came across a credit entry against Grant No. 14-A, With- 
drawal from the Revenue Reserve Fund during the year 1955-56. 
Thc Committee wanted to know whether the ad hoc rules of alloca- 
tion to and from the Revenue Reserve Fund, which were formulated 
during the war, could still be followed even after the Railway Con- 
vention Committee (1949) had indicated the purpose for which the 
Fund could be utilised. They were informed that the recommenda- 
tion bf the Convention Committee related to future transactions and 
that works etc. which were sanctioned when the old rules were in 
force would continue to be regulated by old rules. The Comptroller 
and Auditor General did not subscribe to this view. The Committee 
desire thut Government should place the matter before the  next 
Convention Committee so that they  could indicate t h e  precise scope 
of their recommenQtions vis-a-vis works in ptogtess. 



5XISSES, NUGATORY EXPENDITURE, FINANCIAL IRREGULA- 
RITIES AND OTHER TOPICS OF INTEREST 

Southern Railway-Excessive rates for handling work paid to a 
contractw at a Station--Para 7 of Audit Report, 1957 
7. Due to inadequate facilities for transhipment of goods from 

Broad Gauge to Metre Gauge and non-availability of sufficient 
number of Metre Gauge wagons at a time at Arkonam Station on 
the Southern Railway, restrictions had to be imposed on the move- 
ment of traflic and the Broad Gauge wagons were detained many a 
time. A 'Dump Shed' was, therefore, constructed in 1955 at Arkonam 
with a holding capacity of about 200 Metre Gauge wagon loads for 
holding goods until Metre Gauge wagons became available. 

8. A handling contract for a period of three years from the 1st 
'November, 1955 was awarded to the lowest tenderer at the rate of 
153 annas per ton. The agreement stipulated, however, that if re- 
loading was undertaken after 24 hours of unloading, it should be 
treated as a new operation and paid for again at the rate of 
151 annas per ton. The contractor's bills paid by the Railway 
Administration showed that the bulk of the operations was of the 
latter type involving two separate payments. The extra payments 
thus made from November, 1955 to March, 1957 amounted Rs. 1,06,825. 
The contract was later terminated with effect from the 1st August, 
1957 owing to unsatisfactory performance of the contractor. 

9. In the course of evidence the representative of the Rallway 
Board explained the distinction between a 'Dump Shed' and 'Tran- 
shipment Shed' and observed that this contract was the first in 
respect of a Dump Shed on the Southern Railway. It was added 
that although the contract was entered into after inviting compe- 
titive tenders, neither the contractor nor the Administration appre- 
ciated at the time of settling the rate for handling of goods at 15h 
annas per ton, the two separate payments for operations of unload- 
ing and re-loading taking place at intervals of more than 24 hours 
in respect of the same goods. 

10. The Committee desired to know why the Railway Adminis- 
tration did not refuse to entertain the bills presented by the con- 
tractor pending clariAcation of the matter. (This could have been 
clone in February, 1936, as according to para 6 of the contract the 
contractor should present his claims within three months and if he 
did not, he would not get anything.) There was no specific answer 
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to this. It was, however, admitted that there had been extra pay- 
ment in this case and a Departmental Enquiry Committee had been 
appointed to go into this case. In  reply to a question why the 
Railway Administration did not consider terminating the contract, 
the Committee were informed that it was not possible to do so as 
the contract was for a definite period and the break clause in the 
contract could be invoked only in case of unsatisfactory service. 

The Committee are surprised at this explanation. In this con- 
nection, they would draw attention to para 68 of the 10th Report 
(1953-54) ,recommending that "a clause providing for revision in 

the agreement, whenever considered necessary according to circum- 
stances, by the contracting parties should invariably be made in all 
such agreements entered into by Government in future." They 
regret to observe that the Railway Administration, one of the biggest 
Departments of Government entering into a number of contracts 
w i t h  private parties should have overlooked this recommendation. 

11. The Audit para also disclosed that the concurrence of the 
F.A. and C.A.O. had not been obtained for the provisions of this 
agreement. In extenuation it was stated that an officer of the 
Accounts Department was on the Tender Committee and the stan- 
dard form of the agreement had also been seen by the Dy. F.A. and 
C.A.O. It was, therefore, not considered necessary to consult the 
F.A. and C.A.O. again. The Committee are not satisfied w i th  this 
explanation for the omission on the part of  the Railway Administra- 
tion. 

12. The Committee trust that the Departmental Enquiry Commit- 
tee appointed to examine this case would go into the circumstances 
leading to the extra payment and also the question of disciplinaq- 
action against the staff who were responsible for incorporation of 
the liberal provision for two separate payments in the agreement. 
The Committee desire that the Railway Board should expedite 
action on this case, as the matter has already been considerably 
delayed and the findings of the Enquiry Committee furnished to 
them. 

Eastern Railway-Lass on account of damage to and de3ciencies of 
stores and fittings i n  wagons-Para 80f Audit Report 1957 

13. Heavy damages in respect of stores such as hose pipes and 
brake blocks were noticed in the wagons returned by certain ' 
colliery sidings. These wagons had been examined before despatch 
from the Railways by the Train Examiner. Losses occurred in 
wagons either at the time when they were in the custody of colliery 
owners or were lying within the Railway area. The losses incurred 
by the Railways on this account during the period August, 1955 to 



February, 1956 amounted to,'Rs. 7,770. The losses for which the 
collieries were responsible could not be claimed from them for want 
of proper evidence. 

14. During evidence the Committee were informed that the 
total loss sustained by the Railways upto date was Rs. 3.49 lakhs. 
While some of the collieries had already made payments (about 
Rs. 80,000 only), others had protested that the damages did not 
take place in their sidings. The matter was still under negotiation 
with the Colliery Siding Owners Association. The Railway Board 
were of opinion that once wagons had been despatched from the 
Railway to a colliery siding after proper examination, the latter 
should be made responsible for all the damages and deficiencies in 
the wagons. The siding owners on the other hand were stated to 
have demanded that they should be allowed to check the fittings of 
the wagons before thcp accepted any responsibility. As this would 
involve the detention of wagons at the sidings for an unusually long 
time the Railway Board were not agreeable to this suggestio~l. The 
Committee hope that the Railway Board will pursue the mnrter 
vigoro2LSIy wtth the Sidtng Owners Association and arrive at a 
settlement without loss of time. They would also like to be informed 
of the fi?uzl settlement and the total recoveries eflected from the 
ColJieries at an early date. 

South Eastern Railway-Heavy arrears in the recovery of rent for 
Railway land l eaed  to outsiders-Para 9 of the Audit Report, 

1957. 
15. Railway land in station areas at  a number of stations such as 

Shalirnar, Garden Reach and Cuttack was leased to private parties 
for use in the movement of their merchandise by rail. The agree- 
ment with the lessee provided for the recovery of occupation fees 
monthly/half yearly in advance, and for the appropriation of security 
deposits towards amounts due from them. In regard to Cuttack the 
Railway Administration was empowered to take recourse to sum- 
mary proceedings to eject the defaulters under the Government 
Premises Eviction Act, 1950. Notwithstanding these safeguards, 
encroachments in a large number of plots took place as far back a s  
1948 and the recovery of rent from lessees was heavily in arrears. 
The extent of outstandings at the three stations mentioned above 
was over Rs. 2,05 lskhs. 

16. In evidence the Committee were informed that a sum of 
Rs. 72,624 had been recovered and the arrears on 1st June, 1958 
stood at Rs. 1,32,000. The Railways were taking steps to recover the 
balance. If negotiation and persuasion failed, legal proceedings 
would be initiated. 

17. The Committee regret to obsewe the kcity shown by the 
Railway Adninistrotion in the mutter oj ptompt recovery of sent 
f7mt the lessees in these cases. In their opinion, action to f wfeit the 



recutity deposits should have been taken when the lessees defaulted 
consistenly for years. The Committee trust that the Railways will 
ensure the prompt recovery in  all such cases in future. 

North Eastern Railway-Delay in Revision of siding charges- 
Para 10 of Audit Report, 1957 

18. A siding was provided by the Railway in 1926 from Tinsukhia 
station to  an oil company for the carriage of oil products. Origin- 
ally a lump sum charge of Rs. 6,000 a year was being recovered from 
the cpmpany but a special investigation in 1948 disclosed that the 
Railways had actually incurred an expenditure of Rs. 37,560 
(Rs. 3,130 a month) during 1947-48 calculated on the basis of engine 
shunting hours and the special staff employed for the purpose. The 
siding charge was accordingly enhanced to Rs. 3,130 per month with 
effect from 1st January, 1949. The Company did not, however, 
accept the revised rate and challenged the basis of calculation of 
engine hours etc. Pending finalisation of the charges recoverable 
from the company, the Railway Administration decided on 8th 
.October, 1949 to levy provisionally Rs. 1,855 p.m. from 1st January, 
1949. This rate was, however, quite inadequate and the F.A. and 
C.A.O. proposed in December, 1954 that an additional amount of 
Rs. 1.66 lakhs for the period 1-1-49 to 31-10-54 might be recovered 
from the company representing the difference between the recove- 
ries already made and the siding charge on the basis of actual 
shunting engine hours and the cost of shunting engines. A bill for 
this amount was accordingly made out in December, 1954 but was 
not preferred against the company in view of the considerable 
progress which was stated to have been made in the fixation of the 
siding charges. 

19. The charges recoverable from the Company had not been 
fmal i~ed  for two more years and it was only in 1957 that  the  
Railway Administration issued a letter to the Company claiming a 
sum of Rs. 2.66 lakhs as siding charges for the period 1-1-49 to 
31-12-56. 

The  following unsatisfactory features were noticed in this case:- 

(i)  within a year of the fixation of the rate at Rs. 3.130 p.m. 
the rate was revised to Rs. 1,855 p.m. provisionally 
(which was found to  be inadequate). 

(ii) The Railway Administration delayed the presentation of 
the  bill t o  the Company for nearly 3 years on the plea 
that  considerable progress in fixing the siding charges 
had been made, although i t  was not done for two more 
years. 



20. The Committee were informed in evidence that the company 
had accepted the revised rates of siding oharges and half of the 
amount had been recovered. For recovery of the balance also the  
Railway Administration did not anticipate any difficulties. In reply 
to a question why no review of siding charges was made during the 
period 1926 to 1948, it was stated that this portion of the line belong- 
ed to a private Company and was acquired only during the war 
years. As for the long time taken for fixing the revised siding 
charges after the investigation in 1948, no satisfactory explanation 
was given. 

21. The Committee deprecate the inordinate delay on the part of 
the Railway Administration in  W n g  the basis for calculation of 
siding charges, which resulted i n  an accumulation o f  heavy out- 
standing~. As a commercial undertaking, the Railways should be 
business like in  their transactions and prompt and quick in their 
settlement. Such unconscionable delays not only reflect on the 
working of the undertaking but make the chances of recovery more 
remote thus depriving the Railways of their legitimate dues. The 
Committee trust that the Railway Board will issue necessary tnstm-  
Zions i n  the matte7 for future guidance. 

South Eastern Railway-outstanding freight bilk against a firm- 
Paral lo fAudi tRepOrt1957  . 

22. A fmn on the South Eastern Railway was authorised in May, 
1951 to pay freight charges by credit notes on furnishing a security 
deposit of Rs. 25,000. Amounts due on the Credit Notes tendered by 
it upto January, 1952 were not paid in many cases and one cheque 
issued by the firm was also dishonoured. The total outstanding dues 
amounting to Rs. 18,596 were adjusted against the firm's security 
deposit in March, 1952 leaving a balance of Rs. 6,404 with the  
Railway. The credit facility to the firm was stopped in February, 
1952 

23. Upto January, 1952 the firm also continued to get their coal 
wagons booked under the 'weight only' system unauthorisedly as 
its name was not included in the Coal TarilT. A bill for Rs. 13,433 
on this account pertaining to August, 1951 remained unpaid. No 
steps were, however, taken to stop the firm's bookings till January, 
1952 by which time the outstanding amount against the A r m  increas- 
ed to Rs. 40,075. After setting off the balance of the security deposits 
of Rs. 6,404 with the Railway and an overcharge of Rs. 516, the net 
loss to the Railway amounted to Rs. 33,155. The A r m  was declared 
hnrolwnt by the High Court on 4th April, 1932 and a claim for the 



m o u n t  of Rs. 33,155 was made to the ofilcial assignee through the 
Railway solicitors in May, 1955 but there was no prospect of realis- 
ing the amount. A Committee had been appointed to hold an 
enquiry and to fix responsibility of the staff in this case. 

24. The Committee would like to know the final decision of the 
Government in this case as well as the remedial measures which the 
Railway Board have taken to obviate the recurrence of such inegu- 
larities. 
Western Railway-Non-recovery of siding charges at revised rates- 

Para 12 of the Audit Report, 1957. 
25. As a result of instructions issued by the Railway Board in 

February, 1947 the Western Railway Administration fixed the 
revised siding charges in February, 1950 to take effect from 1st 
April, 1950. The siding owners were, however, informed only in 
May 1951 to accept the revised charges with retrospective effect 
from 1st April, 1950. Only twenty siding owners accepted the  
revised rates from April, 1950 while four agreed to pay the revised 
rates from the dates of their acceptance. The amount outstanding 
for recovery from the latter from 1st April, 1950 to the date of 
acceptance mounted  to Rs. 9,793. Twent y-five siding owners 
refused to accept the revised rates. The difference between the 
recoveries at  old rates already made and recoveries due at revised 
rates from 1st April, 1950 to 31st August, 1953 amounted to Rs. 75,763. 

26. The siding charges were again revised in September 1953 and 
formal notices for revision on this occasion were sent to the siding 
owners in August, 1953. The revision was accepted by all the 
siding owners except those whose agreements provided a notice 
period of six months; the latter accepted the revised rates from the 
1st February, 1954 i.e. from the date of expiry of the notice period. 

27. During the course of examination, the representative of the 
Railway Board informed the Committee that a sum of Rs. 4,000 had 
already been collected from the siding owners who formerly did not 
agree to the revised rates. Most of the other siding owners had also 
agreed in principle to pay at the revised rates, and recoveries were 
being effected. With regard to the delay of one year in Communicat- 
ing revised siding charges to the siding owners in 1951, the represen- 
tative could not enlighten the Committee as the relevant file on the 
subject was reported to be missing. It  was, however, urged in exten- 
uation that although the General Manager, Western Railway had 
ordered the revision of siding charges in February, 1950, elaborate 
details had to  be worked out and the charges for each siding calcu- 
lated on the basis of the revised rate approved for shunting engine 
hours in February, 1950, which took time. 



28. The Committee are unable to accept this plea as sulgicient, as 
in their opinion the time lag of o w  year was excessive in  relation t o  
the work involved. They would suggest an enquiry into the case 
with a view to  finding out the precise reasons for the delay. If the 
delay was due to neglect of duty, suitable action against the oficials 
at fault would be necessary. 

29. Even granting that some delay wqs inevitable, the Committee 
feel thut the Railway Administration should have taken steps to 
caution the  siding owners in  time about the contemplated revision 
and cmmunicate the actual amount payable after making necessary 
ealculutions as was done at the time of the second revision. Such a 
course would have avoided the controversy over the date of eflect 
of the revised rates and facilitated the recovery. 

The ~ommittee'desire that this suggestion be examined by the 
Railway Board and a procedure evolved to be followed by all the 
Railway Administrations in such cases of revision of siding charges 
in future. 

30. In this connection, the Committee wanted to know how long it  
would take the Railway Board in fixing uniform rates for siding 
charges over the entire Railway system which the Railway Board had 
expected to be completed by June, 1958. They were informed that 
substantial progress had been made in regard to the implementation 
of the standard basis for siding charges on all Railways. However, 
on the South Eastern and Eastern Railways there were some diffi- 
culties, besides others, in fixing the minimum time for each shunting 
operation for each siding which was the basis of the siding charges. 
Moreover, in some cases on Eastern Railway the problem had peculiar 
features and required careful examination. The traders had dis- 
closed a preference for the existing system even when the aggregate 
charges were more than those payable under the revised system. 
A n  assurance was, however, given to the Committee that every 
endeavour would be made to  complete the work of standardisation 
bg 1st April, 1959. 

31. The Committee welcome this assurance. While they appre- 
ciate the dificulties in devising a u n i f w m  pattern, they are firmly 
of the opinion that with the integration of a11 the Railways into a 
W l e  system nearly a decade back, the disparities in the levy of 
riding charges is an anachronism causing complications and endless 
disputes depriving the Railways of  their legitimate dues. They, 
therefore, urge thut the mutter should not be delayed further and the 
&te mentioned above adhered to. 



Eastern Railway-Loss owing to delay in the introduction of revised 
rates for goods tra&Para 13 of the Audit Report, 1957. 

32. In February, 1955 the Railwav Board informed the Railways 
their intention to revise the rates for goods traffic with effect from 
1st April, 1955 and asked them to get the necessary instructions 
drafted ready for issue on receipt of final orders. Final orders wete 
issued by the Railway Board in March, 1955 and the Eastern Railway 
in turn issued instructions enforcing the revision with effect from 
1st  April, 1955. 

33. The revised rates for goods traffic could not, however, be 
enforced from 1st April, 1955 in the case of sidings for coal, coke and 
patent fuel, as in these cases the charges had to be calculated afresh 
and expressed as a lump sum rate per ton. The revised rates in these 
,.cases were, therefore, introduced with effect from 27th June, 1955 
ie, after a delay of about three months resulting in loss of earning 
of approximately Rs. 10,000 / -. 

34. Explaining the circumstances for the delay of about 3 months 
the representative of the Railway Board stated that siding charger 
and goods tariff rates .were entirely different and normally the siding 
charges were not based on changes in the latter. They are based on 
the cost for shunting and the time it took. But in this case the re- 
vision in goods tariff introduced from 1-4-1955 had an indirect effect 
on the siding charges which fact was not appreciated till 20th April, 
1955. Certain data had to be collected thereafter and the rate as 
recalculated was enforced from 27-6-1955. 

35. It was urged in extenuation that the delay was attributable 
to some extent to the lack of experience and training of the staff 
which was the result of frequent changes, transfers, promotions 

. etc. 

36. This is another case where the revised rates were not enforced 
from the specified date because of certain procedural delays. In 
the Corninittee's opinion the delay in this case was more serious as it 
placed the Administration in the embarrassing position of not giv ing 
effect to a proposal cs approved by  Parliament. The Committee trust 
th.at. in future, the Railway Board will see that all tarifl proposals are 
,given e fec t  to as approved bg Parliament and the machinery should 
be geared accordingly. 

North Eastern Railway-Loss of  materials issued to a contractor- 
Para 14 of the Audit Report, 1957. 



37. A labour contract to the value of about Rs. 50,000 for con+ 
struction of staff quarters on two sections of Gorakhpur District w a s  
awarded to a contractor in August, 1950. The contractor failed toe  
complete the work but materials worth about Rs. 14,000 which were 
supplied between 1950 and 1952 but not utilised by him in construc- 
tion work were not returned. The contractor denied having received 
the materials to this value. The Administration withheld his dues 
aggregating Rs. 11,829 and the Chief Engineer was taking action to 
recover the balance of Rs. 2,176 either from the contractor's dues, if 
any, or from the Inspector of Works responsible for issuing materials 
in excess. 

38. In extenuation it was urged that although strictly according 
to the Rules the authorities responsible for the custody of stores 
should at the time of issue of material obtain receipts from the  
contractor, yet i t  was not practicable to do so in every case. In t h e  
present case no receipts for materials had been obtained as it was 
a contract for labour only and the material had to be supplied to 
the contractor at  the site. Construction materials were unloaded 
from ballast trains at  the site of work often at different points 
situated at long distances. The material placed at site continued 
to be the property of the Railways and until it was handed over to 
the contractor the former were responsible for its safe custody. In 
the present case, it had, however, been established on enquiry that 
the material had actually been handed over to the contractor for 
utilisation in construction work. The Comptroller & Auditor 
General pointed out that according to the provisions in the Railway 
Codes the Inspector af Works should have taken an acknowledge- 
ment for the receipt of the stores from the contractor. 

39. The Committee are inclined to agree with the Comptroller 
and Auditor General. The explanation given by the representative 
of the Railway Board did not appear to be convincing. They were 
given to understand that disciplihary action had been instituted 
against the Inspector in this case recently. The Committee deplore 
the delay in taking action in this case. 

40. So far as the general question of the custody of materials at 
site is concerned the Committee consider it important that the 
responsibility for the safety of materials at site should be well- 
defined in unequivocal terms i f  it has not already been so defined. 
and instmctwns 'be issued to the oficials concerned that the rules 
prescribed in this mutter should be strictly complied with. 



Nmth Eastern Railway-Loss owing to failure to inspect supplies 
in  time-Para 15 of Audit Report, 1957 and North Eastern Railway- 
Loss owing to failure to inspect supplies when ofiere&Para 14 of 
Audit Report, 1958 

41. The two paragraphs of the Audit Reports cited above disclosed 
irregularities of a similar type pertaining to the same Railway 
Administration. In the case referred to in the Audit Report, 1958, 
the D.G.S. & D. placed an order on the 22nd January, 1954 on a 
certain firm for the supply of 5910 cjft. of 'Kanju Logs' to be delivered 
by 31st July, 1954. A copy of the acceptance of tender was also sent 
to the Sleeper Control Officer, N.E. Railway, to enable him to arrange 
inspection. 

42. On the 23rd January, 1954, the firm tendered for inspection 
2000 cft. of timber at  each of three stations and another consign- 
ment of 1000 cft. at  each of two other stations on 8th March, 1954. 
On the 18th March the firm informed the D.G.S. & D. as well as 
the Sleeper Control Officer, N.E. Railway, that the wood was 
susceptible to deterioration in hot weather and that the logs were 
likely to be of no use if immediate inspection was not arranged. On 
the 30th March and 12th April, 1954 the Sleeper Control Officer 
instructed the Sleeper Passing Officer to undertake inspection. 
Meanwhile, the suppliers again reported that no inspection had been 
carried out and that the logs would lie till the 31st July, 1954 a t  
the risk of the purchaser. On the 21st April, 1954 the Sleeper 
Passing Officer visited two out olf three stations. At one place there 
was no wood for inspection while at the other it was of an inferior 
quality. The officer did not visit the third station on verbal infor- 
mation from the agent of the firm that the store offered had been 
withdrawn. The officer submitted a report stating the above facts 
to the D.G.S. & D. on 29th April, 1954. The inspection scheduled 
for the other two stations on 30-4-54 was also not carried out on 
the verbal message from the Manager of the firm that the timber 
at  those stations had deteriorated and was not worth inspecting. A 
report to this effect was also sent to the D.G.S. & D. on the 20th May, 
1954 who instead of taking up the matter with the contractor referred 
i t  back to the inspecting officer seeking further clarification. The 
delivery date having expired by this time, the D.G.S. & D. extended 
it to 31st October, 1954 without consulting the supplying firm. The 
firm rejected the extension of the delivery period and charged the 
D.G.S. & D. for violation of the terms of contract by failure to 
inspect of the stores in time. In January, 1955 the firm requested 
for arbitration. The arbitrators unanimously held the Governmellt 
responsible for breach of contract and awarded Rs. 15,000 against 
Government. 



43. Later on 31st January, 1955 a contract was awarded to the 
same iirm by the D.G.S. & D. for the supply of 8,000 cft. of Sal Logs 
to be delivered by the 30th April, 1955. An advance copy of the 
acceptance of tender was sent to the Chief Engineer, Sleeper Passing 
Branch. N.E. Railway. The firm tendered the goods for inspection 
on the 7th February, 1955 but the work.could not be undertaken as 
a copy of the acceptance of tender had not been received by the 
inspecting authority. On 18-2-1955 the Inspecting Officer called for 
a copy of the acceptance tender from the D.G.S.&D. which 
reached him only on the 10th March, 1955. However, the inspection 
could not be arranged due to the pre-occupation of the inspecting 
staff with the work of other 'Railways till April, 1955. On the 19th 
and 24th April. 1955 the firm intimated orally to the inspecting 
authorities that the timber would not be offered for inspection as an 
extension of the delivery period had been asked for. Consequently, 
the inspection was not arranged. 

44. On 3rd May, 1955, the firm notified to the D.G.S.&D. that the 
goods had not been inspected in time and that they would be sold at  
the risk and cost of Government. The firm disposed of timber and 
claimed damages from Government The arbitration held the 
Government responsible for breach of contract and awarded 
Rs. 10,000 against Government. The award was contested in a court 
of Law, but was upheld by the court. 

45. The facts stated above clearly indicate that the cases were not 
propc~ly handled and serious omissions and irregulnrities committed 
both by the Railtcay Administration and the D.G. S .  & D. resdted in 
heavy losses to the State. 

46. The Committee desired to know as to why the contractor whm 
failed to fulfil the contract in the first case was chosen bv the 
D.G.S. & D. for the second time within a period of 3 months The 
Secretary, Ministry of Works, Housing and Supply stated that a 
contractor who failed in one contract for reasons beyond his control 
might succeed in other cases. It was. therefore, not a normal 
practice to debar such a contractor from contracting for future 
work. On further questioning by the Committee, it was adm~tted as 
a mistake and that it would not have occurred had the officer who 
negotiated the second contract remembered the earlier case 

47. The Committee were astonished at the stand taken bg the 
Mintstry. Verification of the capacity, performance and antecedents 
of a contractor is one of the important checks before awarding a 
contract. It is difficult to believe how the Supply Organisation 
dealing with the bulk of the purchase contracts of Government could 
have been oblivious of the failure on the part of this firm only about 
3 months before the second contract was awarded. If this case is 



indicative of the working of the Direciurate General, Supplies and 
lhyposals the Committee consider that Government will be well- 
advised to examine the matter further. In t h e i ~  opinion, the present 
care .merits an enquiry with a view to finding out the loose ends and 
also fixing the responsibility. 

48. Another omission on the part of the Directorate of Supplies 
and Disposals was that no proper action was taken by them on 
receipt of the inspection reports in April and May, 1954. It was 
urged that it was not clear from the report whether the Inspecting 
M c e r  had actually visited the stations in question to inspect the 
material. The Committee, however, observed that there was no such 
lack of clarity. It had been clearly brought out in the reports that 
the Inspector visited only two stations. At  cmc place there was no 
material while at the other the timber was below specification. 3rd 

/ th,e D.G.S. & D. taken up the matter with the contractor inzrnediatel?, 
1 regarding his inability to produce the goods for inspection, the 
i 
I mntractm'x s tat~tncnt  could have been verified. It was a regretta- ' ble omission on the part of the D.G.S. 61 D. 

49. Agn~n it uws a nwtake on T I L E  vnrt oC the D.G.S. & D. t o  have 
extenclrd the date of d ~ l ~ v e m ~  of goods on bis o ~ c ~  ?r:thotit a request 
from thr supply~ng firin. 1n t h ~  conten.: of the firm'.? rejecttng the 
extenszcm. the correctness of the procedure of gtvtng extensions, 
~tndatwnll y ;s open :o qzctst,rm 

50. The Railway Inspector was not also frclr from b!?rne in this 
case. In the earher case. the Inspector dld not  carry out the inspec- 
tion of the mater~al within thc stipulalcd period and d ~ d  not report 
this to the D.G S. Q D In time He vis~ted onl?. twil plnces and did 
not vislt the others on the oral stntcmcnt of the ngun: of the firm. 
although ~t was admlttcd hy  Govcrnment before t b c  -Arbitrator that 
supplies were tendered at five p1ncc.s and the case therefore went 
agalnst Government Tltc srrrnr con? rnc,tor w l ; n  , T I  : .olwd :n the other 
case and tile tc~chnque was practlcclll?~ t h e  c z m e  Still rhc Inspector 
dad not take the precaution of obtaznmg an?ithing In trritlng from 
the firm or ~ t s  agent to shou- that t h e  wntcr:al was not ready for 
inspectzon. The Com7nrttet. were znfortired that in fhe s e c o : ~ ~ :  rr: ,, 
the Arbztrntm held that the  Impector did not actually go to any 
place to inspect The Commztree fecl that the nrtion o f  the Inspectot 
i n  the second case lacked jzist~fcation and dwciplinary action agninst 
him was called jor. 
Centrd Rai lways - In f ruc t~ i  expenditure on freight charges- 

Para 16 oj Audit Report 1957. 
51. This case disclosed an inh.uctuous expenditure of Rs. 41.052 

incurred on freight charges for the unnecessary movement. of -t ie 



bars from Kanpur to Mandwa and back from Mandwa to Kosi 
Kalan. In January, 1955 the Controller of Stores, Central Railway, 
placed an indent on the D. G. S .  & D. for the supply of tie bars re- 
quired for track renewals which included 55,025 tie bars for the 
Bhusawal-Itarsi section and 38,800 for relaying the Mathura-Delhi 
Section to be supplied at Mandwa and Kosi Kalan respectively. 
The order for these tie bars was placed by the D. G. S. & D. with 
a firm in Kanpur in June, 1955. 

52. The work on the Bhusawal-Itarsi Section was carried out 
in  December, 1954 with tie bars obtained from existing stocks in the 
Railway depots owing to urgency and the 55,025 tie bars ordemd 
were no longer requird for this work. Although the Assistant Engi- 
neer, Khandwa, informed in January, 1955 that the tie bars intended 
for t h s  work might be used on some other work, the administration 
decided to allow the consignment instructions to stand as most of 
the works for which tie bars were likely to be required were south 
of the Bhusawal-Itarsi Section and change in consignment, instruc- 
tions might create difficulties. 

53. Subsequently, in August, 1955, 22,000 tie bars became urgently 
necessary for relaying on the Poona-Raichur Section. Since supplies 
from Kanpur had by that time reached Kosi Kalan and these were 
the only tie bars available at the time the Chief Engineer ordered 
the movement of 22,000 tie bars from Kosi Kalan to Poona Raichur 
Section on the 5th September, and 10th October, 1955. This trans- 
fer caused a shortage of 22,000 tie-bars.in Kosi Kalan. The Railway 
Board decided on 12th October, 1955 to run air-conditioned de Euxe 
trains on the Delhi-Bombay and Delhi-Madras routes and it be- 
came necessary to undertake the Mathura-Delhi relaying on a 
priority basis. The necessitated immediate recoupment of the short- 
age of 22,000 tie bars in Kosi Kalan. In February, 1956 at the 
instance of the Chief Engineer 22,500 of these tie bars were re-book- 
ed from Mandwa to Kosi Kalan involving freight charges to the 
extent of Rs. 26,798. The supply of 55,025 tie bars intended for the 
Bhusawal-Itarsi Section commenced at Mandwa from Kanpur from 
January, 1956 and was not completed till June, 1956. Had these tie 
bars being sent direct from Kanpur to Kosi Kalan the freight 
charges would have amounted to Rs. 9,978 only and would have 
avoided the unnecessary haulage of the tie bars, from Kanpur to 
Mandwa (freight charges Rs. 24,232) and then from Mandwa to 
Kmi Kalan (freight charges Rs. 26,798) . The resultant saving would 
have been Rs. 41,052. The Committee desired to know whether the 
Chief Engineer had acted correctly in dispatching 22,000 tie bars 
from Kosi Kalan to Poona-Raichur Section on the 10th October 



when within a couple of days thereafter the decision to run a de-luxe 
,train between Delhi and Bombay was taken. 

54. In a note (Appendix 111) submitted to the Committee the 
Ministry's representative stated that the Chief Engineer was inform- 
ed of the decision to run air-conditioned De-Luxe trains only on the 
15th October, 1955 and that he was not aware of the proposal 
a t  the time of ordering the movement of tie bars from Kosi Kalan 
to Poona-Raichur Section. The Committeq enquired why the 
Chief Engineer did not take steps to replenish the stocks a t  Kosi 
Kalan in time, despite the suggestion of the Assistant Engineer, 
Khandwa that the tie bars were no longer required for the Bhusa- 
wal-Itarsi Section. The Committee do not accept the plea that 
diversion of the tie bars to Kosi Kalan from Kanpur would not have 
expedited the supplies a t  Kosi Kalan. They are surprised at the 
statement that the supplying firm would not have acted upon the 
changed consignment instructions even if they had been communicat- 
ed by the Railways. In their opinion, this case disclosed lack of 
proper planning and foresight in deploying supplies. The Committee 
trust suitable instruction will be issued to the Engineering Division 
to avoid recurrence of such cases. 
Central Railway-Loss of Permanent Way Materials-Para 17 of 

Audit Report, 1957. 
55. Four major works of doubling and relaying of track were 

carried out between Delhi and Agra during 1948-51. Although it 
is usual to post Depot Storekeepers for the maintenance of accounts 
of permanent way materials for major works, no Depot Store- 
keeper was posted to these Works; but five Permanent Way I n s p c - .  
tors were made responsible for keeping these accounts. 

56. The prescribed procedure for the maintenance 'of accounts 
was, however, not followed resulting in confusion in the accounts 
of permanent way materials. In a number of cases full quantities 
received from the depots for these works wwe not taken into 
account in the "Material-at-site" ledgers and numerical accounts of 
receipts and issues were not maintained properly. "Material-at-site" 
returns were also not sent to the Divisional Office regularly. 
Departmental verification was not carried out, except in the case of 
one work, as the construction staff were stated to be working under 
heavy pressure. The stock verification by the Accounts Department 
was also not done as the material was spread over long distances. 

57. When the "Material-at-site" accounts were checked on com- 
pletion of the works it was found that considerable cjuantities of 
materials were not accounted for by the Permanent Way Tnspectors 
in the, ledgers and returns. To ascertain whether all materials. the 



cost ol which was charged to the works, were properly utilised there- 
on, the quantities actually used on these works were physically 
counted at site during 1952-55. This revealed a shortage of materials 
worth Rs. 93,000. 

58. The unsatisfactory state of the "material-at-site" account was 
noticed in the offices of the Assistant Engineer and the Divisional 
Engineer, and repeated instructions were issued to the Permanent 
Way Inspectors concerned for submitting the accounts correctly and 
regularly. Considering'the abnormal conditions of the post-partition 
period during which the work were executed under an exacting 
time schedule, it was difficult for the st& to observe the rules and 
regulations prescribed for the maintenance of the accounts of mate- 
rials. No individual responsibility for the shortages had been fixed 
as several parties were engaged on the works and were connected 
with the receipt and accountal of the materials. 

59. In reply to a question why a deviation from the usual practice 
was made in this case and no Depot Store Keeper was posted, the 
representative of the Railway Board stated that the work was a 'rush 
job' undertaken after the Partition to meet a national emergency 
and under the conbtions prevailing at the time it would have taken 
the Administration a long time to post the accounting staff. Further 
the loss of material of Rs. 93,000 which had occurred in this case was 
only + yo of the total expenditure incurred on these works and was, 
therefore, not very significant. 

60. The Committee were not satisfied with this expla?~ation. While 
they appreciate the difficult conditions under which the ulorl: was 
executed by the Railways they are disturbed to find that no attempt 
had been made to provide the necessary accounting personnel for 
the maintenance of accounts of permanent way mater in l .  In fact 
it is only during emergencies there is need for stricter control over 
store accounts by drafting the necessary personnel for maintaining 
the store accounts correctly. The Committee desire that the Railway 
Board should ensure in future that all the diflerent wings of tlte 
administrative apparatus are properly manned before undertaking 
even emergency works. 

61. As regards the observation of the Railway Board that the loss 
in this case was only f ye, of the total outlay and, therefore, insigni- 
ficant, the Committee feel that such computation in terms of per- 
centages is apt to mislead inasmuch as it over looks the magnitude 
of the loss. 

62. I t  had been admitted in this case that the Permanent Way 
Inspectors did not carry out the instructions givlen to them by the 



Divisional Office, failed to maintain the store accounts p rop r ly  -4 
did not submit the periodical reports and returns regularly. These 
irregularities were noticed in the offices of the Assistant Enginwr 
and Divisional Engineer and repeated instructions were issued to 
them; but the position did not improve. The Committee, therefore, 
do not see why individual responsibility could not be fixed for the' 
loss. In reply to a question as to how the Divisional Engineer was 
exercising the prescribed check over the consumption of the materials 
in the absence of 'material-at-site' returns, the Railway Board have 
stated as follows: - 

"It is difficult at this stage to explain how the then Divisional 
Engineer was exercising the prescribed check in the 
absence of the 'material-at-site' returns". 

Pt u therefore, obvious that no check was exercised by the Divisional 
Engineer over the consumption of materials. In the opinion of the 
Committee, the Railway Board should pursue the matter seriously. 
Ganga Bridge Project-Avoidable expenditure in the Purchase of 

,rpare parts for earth moving machinery-Para 8 of Audit Report, 
1958. 

63. The Ganga Bridge Project Administration placed an indent on 
the D.G.S. & D. for certain heavy earth moving machinery in Septem- 
ber, 1954. After inviting open tenders the D.G.S. & D. placed an 
order for the same in December, 1954. Indents for spare p r t s  
matimated to cost Rs. 5.45 lakhs required for the maintenance and 
overhaul of the machines were, however, sent to the Director General 
21 April, 1955 delivery of  which in the case of spares to the value of 
about Rs. 4.04 lakhs was required before the first working season 
commencing October. 1955. These, therefore, had to be purchased 
ex-stock by the Director General, Supplies and Disposals. Had the 
order for spare parts been placed along with the machines or smn 
thereafter, forward delivery prices would have been obtained and 
nearly Rs. I .09 lakhs (about one fourth of the price paid for ex-stock 
purchases) might have been saved. 

64. In the course of evidence the representative of the Railwav 
Board explained why the indent for the spares was not sent along 
with the indent for the earth moving machinery placed on the 
D.G.S. & D. t b e e  months before. According to him, it took the 
Administration about three months to go through the detailed cate- 
gories of supplies and decide the type and quantum of spares neces- 
souy to be kept in stock. Because of lack of previous experience in 
this regard, the Administration consulted other Project Adrninistra- 
tions for advice. 

65. The Committee were not satisfied with this explanation. 
Having taken a decision to do the earth work by heavy earthmoving 
machinery, it is a matter of common knowledge that order for the 



minimum quantity of spares should be indented in the order for 
the machinery itself to overcome possible breakdown. The 
Cmmittee were informed that the D.G.S. & D. did advise the Rail- 
way Administration to include in  the indent fo t  the machinery 
certain spare parts which advice was apparently overlooked by 
.them. 

66. The spare parts which were to be purchased ex-stock were 
stated to be the minimum required for the running of the machinery, 
during the first season viz from October to December, 1955. But from a 
*note submitted to the Committee giving the list of spare sparts which 
were obtnined on emergency basis it was seen that a total number of 
6772 parts of 621 categories worth Rs. 4.24 l a b  were purchased by 
the Administration, through the D.G.S. & D., out of which only 1665 
parts to the value of Rs. 82,562 were utilised during the period upto 
January, 1956. These figures, however, do not appear to include 
emergent purchases by the Administration under its own powers. The 
Committee regret to ob~erve  that on both occasio~u the Railway 
Administration betrayed lack of planning and fare-thought. The 
Committee trust that the Railways will profit by this experience in 
future. 
Ganga Bridge Project-Interest charges in connection with acqut- 

sition of land-Para 9 of Audit Report 1958. 
67. A provision of Rs. 90.37 lakhs was made in the estimate of the 

Ganga Bridge Project at  Mokameh for the acquisition of 5,568 acres 
of land and a Special Land Acquisition Officer was placed at the dis- 
posal of the Project Administration by the Bihar Government. Appli- 
cations for the acquisition of land were made from time to time and 
up to December, 1957 the Project took possession of 5.989 acres of land 
valued at Rs. 1 crore. Out of this, about 5,540 acres were acquired 
under the emergency section of the Land Acquisition Act which pr* 
vided for taking possession of land before the settlement and payment 
of compensation. The Act also laid down that scttlcmcnt at 6( ' ;  
would be charged on such lands from the time of taking over posses- 
sion till the compensation was finally paid. Due to delays in the 
settlement of compensation, the Project had to pay a sum of 
F k  4.01.603 by way of interest upto 31st March, 1958. 

68. In repiy to a question as to why the Project Adm'histration did 
not requisition the land earlier under the normal rules instead of re- 
sorting to the emergency provisions of the Land Acquisition Act, the 
Comrnit:re were informed in evidence that the Project Adrninistm- 
tion soon after its coming into being in September. 1953 lost no time 
and applied for the acquisition, of about 4,400 acres of land in Aprttl 
May, 19%. It was added that even thougb the land was requisition- 
led under the emergency provision the possession was handed w a  

.- -- - - --- - .-- .. -. . . --.-. . . . . - . . .. . . . . -- .. *Not -printed. 



anly in July, 1955. Had it been under the normal provisions it 
would have taken much more time. As regards delay in settlement 
af compensation, the representative of the Railway Board observed 
that land acquisition was a quasi-judicial process-within the jurisdic- 
tion of the State Government and certain amount of delay was inhe- 
rent in the procedure for acquiring lands. 

69. At the instance of the Committee the following statement was 
furnished by the Railway Board: 

i C r q 3  . 322 4 5 8 0  NII x11 Y I ~  S I ~  
1954 . 4.1"- r 3 b  3"3 4,fu-l s,'  N I I  
l o < <  . 6 1 ,  3!n . $ . l l J  H- < I' 4.1$1 
10~6 . Nli Nil 3 t o  
I < ) < -  . SII SII SII * I i  X, { 4.0. * I 6-3 - ---*-- - --- --A4--- 

'1'0 r 7 $ , I  1 1  V V  ~ , l 1 1  949 , I !  I 
- 989 

- - - -  -. - 
I t  is clear from the above statement that the Project Admis t ra t ion  
placed the hulk of 1ts demand for land on the State Government in 
1953-54; possession was taken in 1955 but declaration of the award 
was made by the State Covernmcnt in 1956-57 Such delays affect 
the Interest of both the Government and the cultivator whose land 
has k e n  takcn The project 1s unnccessar~ly burdened with en- 
hanced costs and the cult~vntor dtws not get his nmney in time. 

Eastern Railway---Charges on Acco~~rt t  of hnulage of ( 3 1  at Budge-  
Budgp--Para 10 of Audtt Reporr, 1958. 

71 U'iigons cimtalning 011 and 011 products booked to and from 
Iludge Budge h a w  t o  be loaded and unloadid nt safe &stance from 
rhc s tnt~on as rcqu~rcd by thtl rcgulattons for handling of inflamable 
;irr~clc+s For t h ~ s  purposc. 1 ~ ~ s  have btvn l a ~ d  by the Ratlwny 
Ad~rurllstrlrtion w ~ t h  about 2.1 load~ng and unloading p i n t s  on the 
West Yard and about Iis 1 65 lakhs a. year a re  btmg spent by the 
Railway Administration for the haulage of wagons carrying 011 and 
011 products to and from thcsr points. No charges were levied by 
thc* Rallwi~ys to c c w r  the haulage charges as the Railways considered 
the West Yard s~dings as facilities p r n ~ . ~ d t d  as n convenience for 
railway working and they were not laid specifically for the cnnveni- 
cnce of thc cnnslgncc which was the casc in respect of the East Yard 
siding. 



72. Before the war, Budge Budge was a joint passenger-cum-goods: 
b&ng station. During the war, for operational reasans, the passen- 
y. station was shifted to a point about a mile away frorn the old sta- 
tion m the direction of and nearer Calcutta. In January,. 1956 ~ u d i t  
suggested to the Rai lmy Board that a suitable charge should be levied 
to cover the haulage charges, as with the segregation of the goods sta- 
tion from the passenger statlon during the war, the loabng and un- 
loadmg points In the West Yard senred the convenience of the oil 
companies more than what was required by the safety regulations. 

73. In e\idence. the Comrnlttee werc informed that according to 
the pr~nc~ples  enunclatied In 1930, i f  any sidlllg was constructed whlch 
was convenient to the Railw-nys for the purpose uf discharging thcir 
rcsponslbJlty no addltlonal charge was levied But if the slding 
was so lcrcated as to  serve haslcally the interests of a particular e m -  
pan? or indtlstry away from the station, chwges werv l ev~rd  In 
accordance with this princlple, no sidlng charges werc levled ln t h ~  
cast. It was added that even i f  the passenger statlon of Budge Budge 
was shifted by a mile nearer Calcutta. the mileage for bookinq g o d s  
wjs  st i' being rc~koqcd  from the ! . p o c i <  5 h d  ( the old pcllnt). AS 
s ~ c h  ther'. v:as no additional bencfit accrulng to the cornpan! at the  
expense of the Ra:lv, ~i:.> f,jr whlch tile lev; of 3 siding chhrgc wa;, 
warranted It u-as urqc.d by Audit that In such c:iscl\ the  d ~ m t i ~ n i :  
factor xvci. ~r, whew is-,-o1:r the  h a l m c e  ( i f  nct\.<i:-tsgc L -  -thc Knll- 
ways or the company. and it shou!d be revieiiccl pt r : d ~ c n l l ?  so t h ~ t  
the interest of t h ~  Iit:!iv~t.s dla no: suffer In supp ir:, a case  is 

c~ted in which a sid:ng was o r~gna l ly  intencitd f )r rt-cthlp: of crnj>ty 
dmmc (for prclvldine u - h ~ c h  no \.ding chnrges wrlrc. lcv:c4) was 1:ltrr 
on used free of charge fc~r dcspatchmg empty drums and llmdinc of 
011 by the Cornpan T h ~ s  was unnuthor~sed arid thr. Ha:lway Bwrd 
have s n c e  ]el-led s13mg charges frr,rn 1st Jnnuar!. 1957 

74 T4c Cwntn:ttw nrnTeclatc t h f  por?.rt tnwed !I?, Audtt At the 
.wmt. ::me. :haj ranc,rj* t r t r l o o k  the pructtml dt!f icult~~~ C,I afs~sr;ing 
u.het7ic.r a .ftdtng hendit~ri more t h e  Cwnpu7.v mwv than thc Rail- 
ways They : ~ .o~ r Id  I ~ k r  +n O + ) S P ~ Y P  the* 1 7 )  n,c.bj m e r e  t1.1 r t c .  n srdlng 
mould br trr the muttial bcneft of both the Cornpan?/ and Ra;lu)atp, 
the d e c ~ ~ m  regardtng levy of mdrng charges should be jaw and not 
at the cos? of the excheqtm Thc Cmmrttee destre tZm the  mnttn 
ahmld he re7wu.ed by t h p  Railu+ay Board m the ltgilt of w h t  hno 
been stated ahrme. 
Northern Ra1ltr.n~j-Delay tn h n g  sdtng charges-Para 11 of ~ u d i t  

R q m ,  1938 
75. In March, a t  the instance of the Minutry of Industq and 

~ P P ~ Y I  i t  was a P c d  between that Ministry, the ex-Blkmer &i I ray  
and M ~ ,  R1kanf.r G!'pSi~m Ltd, that a siding should laid m- 
nccting Ja-r with the gypsum qtmmes worked by that Arm to 



lacilitate the supply of gypsum to Messrs. Sindri Fertiliser and Chcmi- 
q cals Ltd. The work was started on land provided by Messrs. B i k e r  
Gypsum Ztd. in August, 1949, and was completed in March, 1950. 

76. According to the rules of the Ex-Bikaner Railway, conrtruc- 
tion of a siding should be carried out at the expense of the applicant 
and after the estimated cost was deposited. The applicant was also 
required to share the maintenance charges and haulage according to 
thc scales prescribed. The incidence of the cost of the above sltiing 
was considered at a meeting of the representatives of the Ministry 
of Industry and Supply, the Ex-Bikaner Railway and Messrs. Bikaner 
Gypsum Ltd., in March. 1949 before the work was started. K(, 
d t . c~s~on  was rcnorhc t! b u t  t t lv firm tuok  the stand that they were not 
prcparcd to undertake any liability. 

78 Although t h c b  d i n g  was brought ~ n t o  use In 1950 no agrtc- 
mcmt has >.ct rcachcd Thc srd~ng charges to be recovered upto 
thc 31st Mnrch, 1957 arc  cstlmatcd to k about Rs. 3.69 lakhf exclud- 
ing matntenance and interest charges 

79. From the evidence tendered by the representatives of the 
Ra~lway Bonrd and the Ministry of Commerce and Industry (who a n  
now controlling thc Sindri Fertilizers and Chemicals Ltd.) the 
Committee find that the whole question hmgm on the view whether 



the siding in this case was to be treated as an assisted siding ar u 
a Railway siding. The Commerce & Industry Ministry were of the 
view that as more than 2000 tons of gypsum were loaded at the 
siding everyday, it should be treated as a Railway siding. On the- 
other hand the contention of the Ministry of Railways was that the 
siding was constructed at the express request of the other party. 
Even granting that there was extenuating reasons for not settling 
this m e  before 1955, the C m m i ~ t e e  can see no convincing reason 
for the subsequent delay. They conveyed their concern at this to 
the witnesses from both the Ministries and urged for an early settle- 
ment. The Committee were assured that within a couple of months 
the mutter would be settled. They, however, regret to observe that 
a report on further progress is still awaited. 

Avoidable expenditure on water charges-Para 12 of the Audit. 
Report 1958 

80. In 1942 the Railway Administration entered into an agreement 
with the Jabalpur Municipality to pay for supply of water at the rate 
of Re. 1 per 4,000 gallons. During periods of water famine, however. 
that rate was to be Re. 1 per 2,000 gallons on the Edecutive Engineer. 
P.W.D. Jabalpur, certifying that water shortage existed and that 
water was drawn from the Pariat Lake. The period of agreement 
was ten years expiring on 9th May, 1952 from which date notice of 
six months would run if either side wished to terminate the agree- 
ment. 

81. On the 22nd April, 1952 the Jabalpur Municipality proposed 
a new agreement providing for supply of water from 10th May. 1952 
at the rate of Re. 1 per 2,400 gallons as the supply of water from 
the Pariat Lake had become a permanent feature. The draft agree- 
ment was approved by the Railway Administration on the 16th May, 
1956, over four years later. The Municipality gave ~ t s  final approval 
on the 15th January, 1957 but with the stipulation that the new 
agreement would come into &ect from the 1st January, 1957 and 
that for the period 10th May. 1952 to 31st December. 1956 the old 
rates would apply. Meantime, payments for water consumed by 
the Railway Administration during the above period had been made. 
at  the old rates. The Municipality was not informed that the pay- 
ments made were on a provisional basis. This resultd in an avoid- 
able expenditure of &. 67,638, being the diflerence of water charger 
paid at Re. 1 per 2,W gallam and the amount calculated at Re. 1 
per 2.400 gallons. T& delay of more than four years in concludfng 
the agreement and the hilure of the Railway hdminirrtration to tab- 



timely steps to ensure that the new rate would apply from 10th May, 
1852 had. according to the .Audit Report, led to an avoidable expen- 
diture of Rs. 67,638. 

82. In evidence it was disclosed to the Committee that the draft 
agreement for the period from 10th May was received by the Rail- 
way on 22nd April, 1952. The Chief Engineer discussed certain 
aspects of the draft agreement with the Municipality in November, 
1952 and sought the concurrence of the F.A. & C.A.O. in February, 
1953. The matter remained under correspondence between them for 
about one year and the concurrence of the F.A. & C.A.O. was received 
in March, 1954. On 7th July, 1954 the Chief Engineer approached 
the General Manager for his sanction which was accorded on the 
15th July, 1954. The General Manager's approval was not, however, 
communicated to the Municipality till 16th May, 1956, i.e., for a period 
of nearly two years. The Committee could not get any explanation 
for the inordinate delay of about two years in communicating to 
the Municipality the General Manager's approval. They are sur- 
prised at  the delay at every stage in handlmg this case. The plea 
that the Railway Administration took time to examine the relative 
advantages of the agreements. existing and proposed was, in the 
opinion of the Committee, least convincing. They regret to obseme 
that the Railways as a commercral concern, had not taken the ele- 
W a r y  precaution of  tnfomtng the Muntcipulity that pending 
jinulisation of a new agreement the payment for water supply shmtd 
be treated as on a ptov~stonnl basts, when the old agreement had 
already espired. The Committee destre that the matter shmrld be 
rnoesttgated by  the Railway Board and re .~pon,~ib~t t ty  Fred for ; i ~ r  
delay at the dtfferent stages and for the jatiure to warn the M u n t ~ ~ p a -  
ltty m t ~ m ~  that the payments durtng the ~nterregnuin were prooi- 
a o ~ 1 .  

Central Railway-Purchase o f  potnt toddzng-Para 13 of the A u d ~ t  
Reptwt 1958 

83 On thc 5th October. 1955, the Controller uf Stores. Centla1 
Rarlway recelvtul an urgent demand for 10.000 yards of pomt rDddlng 
for delivery by the 31st March. 1956. The D.G.S. & D had at that 
time a rate contract with a firm ln Calcutta for the supply of thls 
material during the period August, 1955 to July. 1956 at the rate of 
Rs. 4-5-3 per yard. The Controller of Stares, Cmtral Railways AVas 
authorised as one of the Direct Demanding OfBcers, to place ordrrs 
direct against this contract upto a monetary limit of Rf. 50.W in 
any one case. Instead of placing his order against this contract the 
Controller of Stores. Central Railways made in February, 1956 
direct punchme on grounds of urgency from a Bombay firm which 



tendered 2000 yards ex-stock a t  Rs. 6 per yard and 8,000 yards in 
monthly instalments at Rs. 4-14-0 per yard. According to Audit, 
this resulted in an extra expenditure of Rs. 6,781 even after allvwing 
for freight from Calcutta to Bombay on the supplies. 

84. Another demand for 3 ~ , ~ 0 0  yards of point rodding was receiv- 
e d  by the Controller of Stores in April, 1956 for supply by October* 
1956. Again tenders were invited in July, 1956 and an order was 
placed on a firm on 8th October. 1956 at Rs. 5-14-0 per yard. The 
firm, however, rejected the order on the plea that it was placed after 
a month from the date of its quotation. Meanwhile, the D.G.S. 6. D 
had entered into a running contract with a Bombay firm in July ,  
1956 for the supply of point rodding during the period A u q c t ,  1956; 
to  July, 1957 at the rate of Rs 4-8-0 per yard, In whlch the sl~pplp 
of 1,02,666 yards to the Central Railway was provided. Although 
the demand for 30.000 yards in question \vas nddltional t o  the above 
provision of 1.32,666 yards. it was open for the Controller o f  Stores 
to ha\*e placed the order on the firm as undt,r the prci\.~sinns of !he 
contract the quantlty for supply could be incrcasmi by 25 per cent 
without serving any written notice on the firm. With written notwe, 
the order might have been for the whole of t he  30,000 vards But 
the Controller of Stores placed a separate order on the same firm 
In January, 1957 for the supply of the materlal at Rs. 6 per yard 
(as against Rs. 4-8-0 per yard for the rate contract) and thereby 
jncurred avoidable expend~ture to  the cls:en; of 1:s 45.000 

85. In evidence, ~t was urged that in the first cast the demand 
was urgent and supplles by the Calcutta firm (whch  had a rate 
contract) were known to be uncertain. The Admlnlstra;lo~l, t!~rrc- 
fore. decided on direct purchase from a local firm :!. Hornha:. 

86. As regards the other case ~t has been stated In tl:c Audit 
Report that- 

"The Tender Committee while recommending dlrcct PLI  c h ~ ~ .  
In t h ~ s  case on the 28th Februray, 1957 had ev~dence 
before it to indicate that the prospect's of obta~nlng sup- 
p l ~ w  of 30.000 yards of point rodd~ng agamst the r:~nn.rl& 
contract were remote ~nasmuch as no supplier had 
materialrsed until February, 1957 agarnst thts contract 
placed by the D.G S.&D. In July, 1956. even though the 
quantlty planned for production durtng September to 
December, 1956 was 52,000 feet." 

However, in reply to a question the D.G.S.&D. informed the Com- 
mittee that this firm had actually supplied to the Central Rnilwryr 
10,000 feet on the 1st February, 1957, 5,600 feet on 8th February, and 
32,100 feet in March, besides supplies aggregating to about one lrkh 



yards to Railways during October, 1956 tu March, 57. This position 
was not contradicted by the Ministry of Railways. The Committee 
were, therefore, led to think that the earlier explanation given to 
Audit was not correct. The plea of urgency was urged by the repre- 
sentative of the Ministry of Railways in this case also. The Committee 
could not accept this inasmuch as the demand was made in April, 
1956 for supply by October 19% nnr l  orders were placed on the 28th 
February, 1957-ten months af tcr 1 rrbceipt of the demand. 

87. Another disturbing feature of thls case was that the order for 
direct purchase at Rs. 6 per yard was placed by the Railway Adminis- 
tration on the very firm whlch held the running contract (at Ks. 4-8 
pcr yard).  In the opinion of the Committre, the diiect purchase in 
the second case at  an extra cost of Rs. 45,000 was indefensible and 
the matter nrcds investigation. 

88. T h e  Commtt tee  attach great importance to c e n t r a b t d  pur- 
chamng, as ~t would be econnm~cal  t o  Government in the long run 
and the mechanrsm should thc t e fore ,  be so gcared as to meet all 
demands. If exccpzons  are prot.rded for to  mee t  teall?l u r p x t  cases. 
stlch O C C ~ S I O T I , P  S I I O I L I ~  he rare. Ottrettrzse tt mqht lead to t n t m -  
mtnutertal  cnmpetttm.1, a.7 ~t dzd In thrs c m e ,  resulttng tn payment 
of tnflated p r w s  hy G o z ~ e r n m e ~ i  for supplies. T h e  Committee tnut 
that  the  M t n i ~ t r y  of Fir~arlce u ~ l l  a d d ~ e s s  thcmsc*lrcs to thts cspect 

Central Rai lway-Putr ime o j  Imffer outcr rnses-Para 15 of -4udtr 
R e p o r t ,  1958 

89. T h c  stock of buffcr outer cases to drawing S o .  SrZ  18 required 
for ccrtaln non-standard wnryms, was cshau.;!r.d In Scp:t>mt=sr, 1953. 
Buffer cascs ~f another drs!gn IT 360 were  used instcad m t l l  Au.gust, 
1955 and thctrccrftcr thc Adm;nlstra:lim rtw)!tcd t o  the u w  of S A  
18 buffw caws  rt~clnlmtd from cnndcmncd tvaqc)ns S s  actlcn was 
taken for thc procurtmtmt of thrst'buffrr cnwh u11!11 J u ! ~ .  1056 when 
the Cont~wllc~r of Stc1rt.s propcw4 ti:scct purchase of 1310 KA 18 
t ~ f f c r  c a w s  as t!l~rc was n n  :icwk ln lurid The tr-ndcrs were 
invltcd In Scptomt)rr. 1956 and cons~dcwd on thc  12th S o ~ e m b c r ,  
1956 Ttic 1ou.m: offrr nt Iis 91-12-0 t'nc!~ Lvns p a s s t d  over for the 
rcar1son that th r  matcvwl would bt. rr.:ld! for I I I S ~ W ~ ~ O T I  a t  the mnnu- 
f;wturc*r's w o r k s  In t ! ~  tJn!ted K~ncdom on!y IS months af t t r  the 
rcwlgt of ttw orticar anti  thc ~ rup l r t  I w n c e  Thc ncx: lowest offer 
U'iaS rejwtcd as t he  storw offcrcd not  n ~ ~ n r t i ~ n g  to sprcifica- 
tion. Thc third lvwcs? offcr nt thr. r;ltc of Rs 186 c::lch and rrcn*ii!!ng 
shipmcnt In i?pprtlxlrn;ttcly srww months f rn~n  tht) chte o f  rrceipt 
of import Iicrnrc, was iicccptc*d. Cornpnrrd to the lowest quo tn t to r~  
thi* ra te  nccrptcd involtvt.d nn  ext ra  cxpcndlture o f  Rs. 1.23,.;67. The 
dellvery o f  the buffcr cases commenced in November, 1957 and rorn- 
pletcd in February, 1858. 
57 (Mi) L S . 4  



90. It was stated in evidence that in 1953 certain old G.1.P wagons 
were expected to be condemned and it was considered that the 
buffer cases reclaimed from these wagons would meet 50 per cent 
of the annual requirements. It  was, therefore, not considered neces- 
sary to purchase these itenks a t  that time. But in 1955 as a result of 
a directive issued by the Railway Board to make provisicjn for 20 
per cent increase in goods traffic it was imperative that as many 
wagons as possible should be retained in service. Thus a number 
of ex-GAP. wagons which would otherwise have been condemned 
were repaired and continued to be put into service. This caused a 
shortage of buffers and emergent purchase had to be made. If the 
purchase at  the higher rate on account of more favourable delivery 
te rns  had not been made there was likelihood of a number of 
wagons going .out of service with consequent loss of revenue. 

91. The Committee wanted to know why timely action to replenish 
the stock was not taken when the existing stocks of NA 18 and W 396 
buffer cases were exhausted in September, 1953 and August, 1955, 
respectively. The Comptroller and Auditor Gcne~,al informed the 
Committee that there was a requisition for 375 buffer casts from the 
Assistant Controller of Stores, Jhansi in October, 1955 but nu nctlon 
was taken for nearly a year. The Committee could not gct a satis- 
factory explanation for this delay. They are surpr~sed at the con- 
tention of the Railway Administration that they had to resort to 
emergent purchase to meet the situatior, In the Committee's 
opinion, the "enaergency" was the result of the ~ n a c t t v l t y  of rhc 
Railway Admintstration for nearly one year. The  purchase at a 
higher rate was also of doub?fuI aawntage as the suppiles sta-ted 
nearly one year after the date o f  acceptance of the tender. Thrs w 
yet another case where the Railway Adminrstratton reso~ted to direct 
purchase-bypassing the D.G.S. & D.--at double the price quoted by  
the lowest tenderer. 

Southern ~ a ~ w a ~ - ~ x t r a  erpenditure owing to n defectwe oqtee- 
ment-Para 16 of Audit Repwt 1958 

92. An urgent indent was sent by the Controller of Stores, ex5 .L .  
Railway to the Director General, Sl~?pIies w d  DisposaIs in May, 
1950 for the procurement of dnderfpund cahlcs required for the 
execution of a work for which ,st& had already been appointed. The 
Director General, Supplies & Di~potx's plactd o n  order on a firm on 
the 24th October, 1950 at a cost of Rs. 41.906. The A r m  offered to 
deliver the goods in two months eu-works uftcr the receipt of an 
import licence. The delivery date according to the contract was 
25th December, 1950 or earlier hut tbe foltfm4ng claudc from the 
bnn's tender was also insertPd in the contract by the U.G.S.&D. 



20 
"The delivery date quotea is cmtingent on your not befng 

delayed as a result of nor,-deliverioq of raw material or 
by any other cause beyond your control." 

93. The requisite import liwnce was sent to the firm on 9th 
February, 1951 but the A r m  faded to supply the goctas till October. A 
risk pwchase notice was served on the firm by the D.G.S. & D. on 29th 
October, 1951. In November, 1951 the firm requested cancellation 
of the order owing to dLflic111+y in obtaining raw materjal. It was 
not possible to cnforcc r ~ s k  pur~haze  against the firrr in view of 
the protective clause refcrred tr, Pbove. The contract was cancelled 
on 29th April, 1952 without finnn?i:!l repercussims on either side, and 
the stores were purchased by the Administration at an additional 
expenditure of Rs. 45.064 ovcr and above t h .  infruci~ous oxpcndi- 
ture incurred on the salaries o l  idle pisff. 

94. I t  came to the notice of the Committee in evidence that the 
firm had madc no mention of the scarcity of raw material or any 
other difficulty in their tcncl~r Lu? b i d .  orl the contrary, certified 
in the schedule of the tender that they had sufficient raw matrrla.) 
In stock for the manufacture of the stores quoted. The protective 
clause was, ~ W W C V C ~ ,  Insr l f r d  In : h ~  ; ~ v t r a c t  03 the basis of the 
gencral tcrms and cond~:l~)ns pr1ntc.d on thc fomt of the tcnder by 
an officer In the Dlrcctoratc of Suppl:; and D!.;posals urho was not 
compctcnt to do so In reply to o qur.,?~on why  the officer did thls 
on hls own without obtaining the sanction of Govermncn:, it wan 
statcd that offers of this type w ~ t h  protcctlve clauses had been 
acccptcd by C;owmrncnt in the past nnd as thc order in the present 
case had to be placed by 3 certain time. the oflicer anticipated the 
C;overnmcnt's acceptance In t h ~ s  caw Thc- firm wro!e to the 
D G.S &D. In Fcbrunry, 1951 rrquestlng fl)r an extcnsmn of the 
pcritd of dt*l~vt*ry hy six months The 'xtmsion was ,igrcMi to by 
thtx D G.S AD. w i t t m ~ t  consulting thr  indentmg hllnistry although 
the latter was constantly wmindlng the D.C.S.&D to expedite supply 
and the D C; S & D hnd powem to agree to estcnslon for a period 
upto 3 months only except on urqent or opcratlonal demands. The 
supplies did not, howcver. matcrialisc and a risk purchase notice 
was Is~d on thc A r m  in Qctobcr, 1951. The firm requested for 
eancellatlon of the contract in November, 1951 without financial 
repcrcusslons. C;ovcrnmcnt wrrc Icgnlly adv~scd that In view of 
the pmtc.ctivc clause inserted in the contract, they could not rnforce 
the risk purchn-se a p i n s t  the A r m .  

95. 17te Comm:ttetl are surpri~ed how the officct referred to abot,e 
could agrw to an iwapc?  clntise o f  this nature, urhm the denand u*ar 
utgnt and tlta tr*rlder rtntc forwarding the indent stipulatcti that onfg 
m w t o c k  aflerr r b l d  be coruidered. In their opinion the ofl'in+ 



had acted very irresponsibly. They were given to understand that 
the oflcer had since left Government service. They suggest that 
strict instructions should be issued to  all oficers negotiating contracts 
that they should not exceed the powers delegated to them and deter- 
rent action should be takerr ngainst those wlio are guilty of any such 
breach. 

South Eastern Railwag-Supply of inferior quality brushes-Para 17 
of Audit Report, 1955 

96. Paint and varnish brushes worth Rs. 1.76 lakhs were obtained 
by the Railway through the D.G.S.CD. Most of the consignments (to 
the extent of Rs. 1.34 lakhs) were found in laboratory tests and actual 
use to consist of brushes of inferior quality and poor finish and were, 
therefore, rejected. Consequently, the D.G.S.&D. was requcstcd to 
arrange re-inspection of the goods and their replacement. The 
D.G.S.&D. on the other hand stated that the rejected lot of brushes, 
which were tested in the Government Test House, showed that there 
were no defects. Whatever defects were noticed were stated to be 
due to the negligence on the part of the Railways in storing them 
haphazardly. 

97. The Commlt?ee were informed that a joint cnqulry committee 
consistmg of officers both from the Ministries of Rallwa~.s  and the 
Works, Hous;ng and Supply had been set up to ~nvcstlgate further 
into thls case ; a t 3  thc ir conclus~ons were awaited shortly. From a 
note submitted to the C T  TIE !::e (Appendix n'), they observe that 
the rejection of the conslgnrnents by the Railways was lustified in all 
the cases as thr g t d s  suppl~rd were not of the approved spccificatmn 
or qual~ty In c-..tt.nuation. it has been u r p d  that as the brwh 
industry m India was in ~ts infancy such deviations were inevitnb!e 
in the earlier stages The %'.H S Mmstry  have propqscd that the 
defect~vc brushes in qu~st lc~n be accepted by thc South Eastern 
Ral l~vay  wlth suitable rw!uc :~c)n In pr:w on the merits ~f each c;rse. 
Thls prcposal has bi<n roncurrrd In by the Railway Bcmrd The 
Comm::tee trnuld hke to bc opprsed of the prwe settlement r e a c h ~ d  
in t h u  case togpiher wzlh rllc financtal e f f ~ c t s  thereof. 1 7 1  t h c  ltght 
o f  thc $ndr?f; o j  t h p  jolrit enquzry Commrttee, the Comrnl! t~e are 
constratned t f ~  observe t h a t  the earlam stand taken hy t h e  D.C.S '('D. 
was not just~fied 

Westem Rarlu:ay--Ertm expmdtture cm the xnpply of blankcto to 
Class IV stag-Para 18 of Audit Report,  1958. 

08. In October, 1950 in accordance with the recommendation of 
the Dress Regulations Committee representing all the depnrtmentr 
and as Q measure of economy, hand-made 'karnblies' were bought 



instead of blankets for supply to certain categories of Class IV staPl 
on the  Western Railway. (On the ex-G.I.P. Railway 'kamblies' were 
only being supplied to such categories of Class IV staff). Of t h e  
7,400 'kamblies' accepted, 5,600 were issued to the staff. On receiv- 
ing complaints from the  staff that the  'kamblies' were rough and  
thin and also that the replacement interval was longer, the General 

' Manager decided in July,  1951 to allow the  'kamblies' issued to be 
replaced uf tcr  one or two years instead of two or three years as  
originally propbsed. I t  was also decided that  the issue of blankets 
would not be reintroduced in spite of the agitation amongst the staff 
against the discontinuance of the long-standing practice in this regard. 
As, however, the 'knmblies' suppllcd were proved to be of an  inferior 
quality to those supplied on the ez-G.I.P. Railway, the Controller of 
Stores was instructed to purchase in future according to ex-G.I.P. 
specificntiony But, in February, 1952 the supply of blankets was 
resumcd. 1,800 'kamblies' in stock purchased a t  a cost of Rs. 11,250 
were aucbontd for Hs. 1,305 a t  a loss of Rs. 9,915. 

$9 The R,l~lway Adminlstrat~on stated that  the change of policy 
In Octubcr, 1950 d.. regards the lssue of blankets was resisted by the  
staff and its continuance would have led to seric)us repercussions. 
Audlt has, houtb~clr, p o l n t d  out that on the Central Railway where 
c o n d l ~ u n s  are more or less s im~lnr  to those obtaning In the Western 
Railway, the use of 'kiimbl~es' was a long stcmdlng practice and no 
complaints had been rectlivc.d. A sum of about Rs 3.5 l a b s  would 
have been .saved, had 'karnblies' instcad of blankets been issued to the 
staff m the Weskrn  Iiailtvay durmg the Gvc years 1952-57. 

100. The Cornn~i t tw conmder that the action of the Railway 
Administration in this case shuwcd lack of foresight and planning. 
Instcwd of being economical, the ctlangtwnw ultmwtely rtbsulted m 
extra v x p n d ~ t u r e  and crckated unneccswry 111-fcwlmg among the staff. 
In therr oplnlon, the schcmc would have btvn succcsstul had tho 
W c s t i m  Ra~lway  Atimiriistrnt~or~ taken ndcquate care to see that the 
'kambllcs' purchrisd and s u p p l d  were of the same quality as  those 
supyllcvi in thr ex-G.1.P Railway 

101. Frorr: , ~~orc* ( A p p n d i x  V )  supplicd by the Rnllway Board, 
the Comm~ttcv ohservc that the 'knnibl~c~s' rime purchnscd in hlay, 
1951 and norrnal precautions had been titkcn in their storage. The 
surplus 1,847 'hmbllcs ' ,  which could not tw issucd to the  staff, wen, 
dispostvf of through auctions held in Dcctvnbcr, 1957 and April, 1958. 
The Ccnnmrttee arr'.ruqrrisc.d at the delay of over 6 years in dispastng 
oJ the unwanted sturea. Had prompt actton beer taken soan after 
the d c c w m  of the Gmrral FAan7ger to rearme the mpply of blank* 
an Zrtbruur~. 1952, t l i e  tte? lost ccnrld l~awc bccn cOlLOiderebly red- 



102. The Committee feel that as the Railway aystem is now integ- 
rated, it is advisable to examine the different practices followed by 
the different Railways with a view to introducing uniformity in'all 
possible matters. The Chairman of the Railway Board infonned t h t  
Committee that the matter was under consideration. The Committee 
would like to be infotmed of the pmgresr made in this nurtter in due 
course. 

Southern Railway-Payment of sales tax on coal intended for con- 
sumption in another State-Para 19 of Audit Report, 1958. 

103. One of the distribution centres for coal on the Southern 
Railway was situated within the former Hyderabad State. During 
the period 6th September, 1955 to 31st October, 1956, about 3,11,554 
tons of coal were received a t  this Centre from the collieries within 
the State of which 2,79,307 tons were rebooked for consumption out- 
side the State. Sales tax was, however, paid to the collieries by the 
Railway Administration on the entire supplies which in turn was 
paid by the collieries to the State Governmen; According to the 
Attorney General's opinion, dated the 19th November, 1955 (based 
on the judgment of the Supreme Court on the 6th September, 1955) 
which was communicated to all the Railway Administration in 
Februery, 1956 no sales tax was payable in respect of a transaction or 
sale when the goods delivered in one State are later on despatched to 
another State for consumption provided the intention to so despatch 
was known from the beginning. Audit pointed out on the 23rd 
October, that the pa3ment of Sales Tax on Coal which was 
re-booked for consumption outside the State was, therefore, not 
correct. A sum of Rs. 1,02,428 wns accordingly withheld from the 
bills of the collieries. The Ministry of Law who were consulted by 
the Railway Board were of the opinion that as the intention to re-book 
the Coal to sheds outside the State had not been made known to the 
collieries a presumption would be justified that the entire stocks %.ere 
required for consumption within the State and that the provisl ms 
of the Hyderabad Sales Tax Act were applicable to the entire supplres 
Therefore, the collieries could levy the sales tax on the supplics pro- 
vided there was nothing to the contrary in the terns of contract and 
that the collieries were registered dealers under the Hyderabad SJrs 
Tax Act. 

104. In evidence, the representative of the Railway h r d  stated 
that the implications of the Hyderabad Salm Tax Act were not fully 
known and this nse m c d  shortly after the rcorgrnhtion of the 
Sbtu. 



105. The Committee feel unhappy that the Railway Administra- 
tion was not aware of the legal position in this matter. Their atten- 
tion was drawn to the fact that the Railway Board had issued instruc- 
tions to the Ra i lmy  Administration in 1954 that in cases where any 
doubt existed, sales tax should be paid under protest. The sales 
tax was, however, paid in this case unconditionally, as a matter of 
course, regardless of the instructions referred to above. The C o w  
pi t tee  trust that the Railway Board will ensure that the Railway 
Administrations follow their instructirns and take all precautions 
before making any payments whenever the legaltty of such is in 
doubt. 
Delay in the preparation of Completion Reports-Para 20 oj Audit 

Report, 1958. 

106. According to the rules a period of three months is ellowed 
for the closing of the accounts after a work is completed. In the 
case of works costlng Rs. 20 lakhs and over ,a period of three years 
is normally allowcd for the preparation of completion reports. On 
a report from A u d ~ t  pointing out delays in the preparation of these 
rcpclrts, thc Reillway Board issued instructlons to the Railway 
Admin~strations In April, 1952 to close the accounts of works and 
prepare completion reports u-ithin the prescribed time Lim~ts. In 
spite of thcsc instructions, delays continued. A review d~sclosed 
that 8,279 complctmn reports were overdue by a year or more on the 
30th Scptembcr, 1956: the Railways largely respons~ble for the delays 
being the North Enstcrn, Southern and Central Railways. 

107. In extrnuution the Financial Commissioner, Railways, stated 
that efforts wcre tAng nlade to curnplcte the reports as quickly as 
possible and thnt the p ~ s ~ t ~ o n  had improved since the review conduct- 
ed by Audit rcfcrrcd t o  ahow. .4t thc Instance of the Committee, a 
Note show~ng the h t w t  poslt~nn rryprdlnq the preparation of corn- 
pletlon rcports was su!rrtuttcd hy the Rnll\vay Btnrd (Append~x VI).  
It was ststtd that out  o f  8,379 reports uutstandlng on the 30th S e p  
temhm, 1956, 3,446 Rqxlrts had slncc bccn complrttul, leaving 4.833 
on the 30;h Junc. 1958 Howcver, frrsh arrears h:ld also aecurnulat- 
cd in the nlcan whik  a :~d  the total number of outstcundmg reports 
was itbtjut 11 547. I t  was also stnttd thnt them was improvement 
on d l  the Railways; the. lmprovtmcnt ~ ' 3 s  very substantial on dl 
the R n ~ l ~ w y s  though rclnt~vcly snlall on the Central Railway. 

108. The Committee do not shwe thr  satfs,faction of the Frrr,. .rial 
Corn7ni~~toit4t. On the cmtrnr?y, th t8y  eonstdm the positim h a  
worsrned ns the number of nl~tctal~d~mlgs id tca tcs .  They  would t l t ~  
upon the Rai lwa?~  Board to pursue the matter w i g ~ c l y  and e v d i u  
tlae c1earawe of the 'backlog of oncar8 as eady or porribte. Tb. 



reasons for the inordinate delays in the preparation of these reports 
especially on the Central Railway also be looked into and immediate 
steps taken to remove the bottlenecks-procedural or otherwise-in 
the way. The  Committee would like to be apprised of the progress 
made b y  the diflerent Railu~ay Administrations in this regard through 
subsequent Audit Reports. 

Non-availability of Vouchers for Audit-Para 21 of Audit Report, 
1958. 

109. For the purposc of conducting the statutory audit of the  
accounts of the R a i l w a ~ s ,  Vouchers and returns have to be requi- 
sitioned by Chief Auditors from Financial Advisers and Chief 
Accounts Oficers. T h e  supply of selected vouchers and returns 
requisitioned by the Chief Auditors has not been wtisfsctory for some 
time. In most of the cases, the Railway Administration informed 
Audit that the vouchers and returns were either untrnc.cable, had not 
been received from stations or were still with the Cash and Pay 
Departmenr. The para in the Audit Report disclosed t h a t  vouchers 
and returns required by Audit were outstandmg In a large number 
of cases. 

110. The  ~ inancia l  Commissioner, Railways, stated in evidence 
that as a result of a speck1 drive, the  outstanding cases had been 
rninimised considerably. In support, he quoted certain facts and 
figures. 

111. The  Committee regard this as highly unsotisfnctory. Delay 
in furnxhtng the t*ouchers to Audit unll, as poznied out by the 
Comp:roller and -4ud:tnr General, reduce the value o f  Audt!. The  
Commz:fee trtrst that the Fmancml Commissioner, Rn~iways,  wiIl 
impress upun his ilccnuntrng Oficers the  importanccl of produc~ng 
vouchers and returns catled jot by Audrt without any delay. They 
desire that the Camptrol!er and Aud~ro t  General ahould repwt  on the 
amproce~nent in hu subsequent reports. 



N 
OUTSTANDING RECOMMENDATIONS 

112. The Committee will now proceed to deal with some of the  
more important items outstanding from the previous Reports of the 
Committee--those of less importance ure referred to in Appendlx I. 
Recovery of overpagrnent of freight antount (Rs. 10 lakhs )  to a 

manufacturing company-Para 9 of the Seventeenth Report. 

113. An excess payment of freight of about Rs. 10 lakhs had been 
made during 1948-51 to an  Indmn company for supply of pig Iron 
and ~ t s  subscqucnt conversion Into cast iron sletpers. The P u b l ~ c  
Accounts Comrn~ttce of 1955-56 were lnformed that the questlon of 
recovery of the cxcess payment was under the a c t ~ v e  cons~deratlon of 
the Ra~lway  Board in consultatmn w ~ t h  the Mln1str-y of Law. The 
C o ~ n m ~ t t c e  expressed t h e ~ r  dlsappt-oval over the long delay 111 settling 
t h ~ s  case. 

114. In a note furnished by the Railway Board (Appendix VII) 
giving the latest posltion, the postion has been summed u p  ss 
follows: - 

'Taking ail the circumstances, the M l n i s t ~  of Ra~lways are of 
the v ~ t ~ w  that ~t 1s d~dicul t  to hold that the Ga\.ernment 
has suffi~rcd any avo~dable loss or that the K:r:lway Board 
wcrc in A p . ~ s ~ t m n  to negotiate a contract better than the 
one w h c h  the subject matter of Audlt cr~trclsm." 

Supply a! deject ioc cy lsndms-Parus 23-28 of the Seventeenth 
R trl)ort. 

115. This case relates to a contract for 100 W G. lcxomotives placed 
by tho I.S.D., London with a firm in U.K. They were rcccivcd and 
put Into use from Septcmlwr, 1950 o n w r d s .  By the middle of 1955, 
about 159 cyllndm out of the total 200 Attad in tho locomotiver had 



cracked. Similar cracks were found in about 90 cylinders out uf 
268 supplied directly by another U.K. Arm. A technical enquiry. 
sevealed in 1953 that the crackings were due to defects in the designs 
and the poor finish of the castings. A claim was made by the lndia 
Store Department, London, for free replacement of 114 and 61 cracked 
cylinders respectively from the 2 firms on the ground that the design 
and workmanship of the cylinders were defective. The firm which 
supplied 100 W.G. locomotives repudiated the claim in December, 
1953 as they were designed in accordance with the dmwings approved 
by the consulting engineers of the Railway Board, were subject to 
the inspection by Inspecting Engineers, and there was no guarantee 
clause in the agreement. In the other case, where supplies were 
made directly to the Chittaranjan Locomotive Works, no satisfactory 
reply was received from the firm. 

116. The matter was taken up by the Committee of 1955-56 and 
after considering all the material placed before them, they were of 
the opinion that apart from the legal aspect, under the'established 
custom and usage in trade, the manufacturing firm was bound to 
supply articles free of any defect. Therefore, they desired that the ,  
Railway Board should take up the matter with the firm again, as the 
firm was continuing to enjoy the patronage of the Railway Board. 
As regards the responsibility of the consulting engneers, the Com- 
mittee suggested that the Railway Board should examine the matter 
in consultation with the legal advisers in London and take further 
action. 

117. The Committee of 1957-58 were apprised of the fact that the 
claim against the manufacturers had been lodged by the D.G.I.S.D., 
London and that he had also been asked to take legal advice in 
regard to the responsib!lity of Consulting Engineers. It  was also 
revealed that the firm of manuhcturers had made an offer to pay 
f 10,000 to Government purely "as a gesture of goodwill" and w~thout 
admission of liability. 

118 In a note submlttcd to the Committee (Appcndlcec VIII and 
IX). it has been stated that Government thought it advisable to 
accep: :he offer of E 10,000 made by the firm in fiml settlement of 
the case, rather than face the uncertainties of litigation or arbitra- 
tion. (A credit note for f 10,000 had already been received from the 
firm). :'iccordulg to the legal opmon obtained by the D.G.I.S.D., 
London, in U.K., no liability was acceptd in such cases for any loar 
due to unintentiorlal acceptance of defective stores and that the 
position in law also was not Merent as regards the c b  against 
technical consultanb. The baw of limitation might prevent claim 



being successfully pursued in this case. If litigation were to be 
eomrnenced, the better course would be to go against the manufac- 
turers in the first instance. 

119. The Committee desired to know how the claim was accepted 
at £10,000 by Government while actually i t  was 228,000 and odd 
tlccording to their earlier computation. It was explained that the 
revised calculations worked up  to a figure of E 18,293 which was also 
checked up by Audit and the Railway Board closed the case by 
accepting U0,000 from the manufacturers. T h e  Commtttee are 
surprised at the mannm in which the  Railway Ewrd had set dbout 
dealtng with thts case f rom the  very commencement. The India 
Stores Department, London, who negotiated t h ~ s  matter with the 
manuf~icturcrs in the earlier stages, were told by the manufacturers 
that the Managing Director of the firm had discussed this matter 
with the Railway Board while h e  was at  Dclhi and the latter had 
agreed to drop the matter It ts, t h e r ~ f m e ,  apparent w h y  t h e  
Railway Board could not w t h o u t  embanassment take a firm stand 
against the firm. And to save the  situation the offer of f 10.000 bg 
the  fir7n was accepted and the case closed. The Cornnrzttee cannot 
r e f r u n  from observmg thnt the  high-level officers who u.eTe res- 
ponsrble for u+eakentng the C;ot:ernnrent clarm :n th:s manner agnlnst 
the  firm drd not act tn  the best i n t e r s ~ t s  of Got:ernment. The   con^ 
mittee do not know whether the R a : l w a ~  Board have in a smi lar  
manner leopardrsed t h c ~ r  clalm agatnst the Corml2rnr:ts alpo. I f  not, 
t h q  destrc that the c.la:m should he taken t i p  u.:th t ! t o  Cor,.tu!tants. 

Wa.~tefirI E.rpmd~ture duc to cscessive sanctum of clecners I* the  
Loco Running Sheds of a Dlvuioq-Pa:a 52 o f  :he Secer~teenth  
Rep~rt .  

120. Due to wrong cstimatmg of thc rcqu~rcmcnt of clcnners in 
the Lteo Running Shcd of  an c.r-East Indlan Iia~Iivny D ~ v ~ s i o n .  109 
p~stts of clcnners were in csccss of. t h e  n d n u w i ) l t ~  nurnbcr and this 
resulted In n w ~ s t r f u l  espcnditur.. c.,ti:nntcd t o  bc over Rs. 2 lakhs. 
A Cr)mmitttr. whlch \v;1?; app)infc~i  t)y t h v  Hn:lw:~y Board to investi- 
gate thls case cnnfirmcd thnt a rnlst;ikc h:ld h c n  mndtx In ivorking 
out thc requirements of cleaners 

121. Thc Public Accounts Commlttct of 1957-58 were informed thnt 
thr R-rilway Dtx~rd wwc consfdcr~n~: thc d!sc~p!:nnn. action to be 
t4kt-n agninst thnst. rcsponsillta for this mistnkts From a riore fur- 
nuhed 1 1 y  r h ~  Rnilwny ntwrd tndwtttivp tJttB ptinishnren?~ meted mi! 
to the  ddinquent nlfrctals, the  Cor?lin:ttcc got tht .  iinprcssion that the 
higltcr o#icenr were deal t  wi th  tcw ligh:l!y. T h e  representatatvt. of 
the Rcfltr:ny Board ogtecd to rtwietr the casts. The Committee will 
await the remit of the review. 



North Eastern (ex-Assam) Railway-Non-payment 09 Railway dues - by a commercial concern-Para 71 of the Seventeenth Report 

12~. 'rills case relates to a recovery of Rs. 1.07 lakhs from a fina 
M/s. Commercial Carryng Co., (Assam) Ltd., once working as con- 
tractors for the Shillong out-agency on the ex-Assam Railway, con- 
sequent on the termination of the contract with the firm. The Com- 
rmttee of 1955-56 were apprised that the Railway Bmrd were unable 
to recover the sum despite their best efforts to locate the whereabouts 
of the firm. Thereupon, they desired to be apprised of the further 
steps the Railway Board contemplated to take to effect the recovery. 
The Committee of 1957-56 were informed that negotiations with the 
firm had been started for seitling the matter and the Comrmttc* 
decided to await further developments. 

123. From a note received from the Ministry (Appendix X), the 
Committee observe that as hIessrs Commercial Carrying Co., 
(Assam) Ltd., had no assets, it had been agreed that another firm 

namely, Messrs. hlalda Transport Co., Ltd., Calcutta, whose dlrectcl- 
rate was intimately connected with the directorate of the Cum- 
mercial Carrying Co., (Assam) Ltd., should take over the respon- 
sibility for clearlng this amount. This was subject to the condition 
that the latter company was to be allotted the contract for running 
the htalda out-agency. A sum of Rs. 32.000 was to be waived and 
the balance of Rs. 75,000 would be paid as follows: 

immediately Rs. 30,000 and the balance in three imtalrnents com- 
mencing from 1st January, 1959. 

The matter was yet to be finalised. The Comtnrttee would Idit. 
to be informed of the final outcome in this case. 

Hourah-Shenkhala Ltght Rarlway Company-Para 9 of the Fourth 
Report (Second Lok Sabhu) 

124 This case arose out of para 7 of Audit Report 1956. The 
facts of the case in brief are:-- 

Two Railway stations were opened in 1919 on the Howrah- 
Burdwan chord of the East Indian Railway (now Eastern Ratlwny). 
As the earnings of the Howrah-Sheakhaln Light Railway (a  privak 
Company) were adversely affected thereby, it was decided by the 
E.I.R. to compensate the Light Railway by payment of 45 per cent 
of the gross earnings of all traffic between Howrah and these two 
stations. This arrangement was abject to reconsideration three 
years after the date of the apcning of the two new stations. The 
compensation as axed by the arbitratom upto 31rt March, 1935 viz., 
0 pa cent of the groa sarninga WM coattnued b be paid tiIl 1O11 



when it was decided by the  Railway Board to  review it  after the 
Iwar. Consequent on the  official termination of the war on the 1 ~ t  
April, 1946, Audit pointed out in August, 1946 that the  sanction of 
the Railway Board conveyed 'in 1941 was no longer operative and 
tha t  a fresh sanction was necessary. However, the  Rallway Admi- 
nistration continued to make payments on a provisional basis with- 
ou t  obtaining the  sanction of the  Railway Board under the impres- 
sion that the  legality of the  payment was not under dispute but 
only the quantum thereof. The extent of provisional payment was 
of the order of Rs. 2.58 lakbs. The total compensation payment 
d u e  to the  Company as per the ex-gratta payment order of Railway 
Board amounted to Its. 4.3 lakhs. In  August, 1955 after adjusting 
payments already made on account, the balance of Rs 1,71,961 was 
paid to the Company. 

125. The Cornmittcc of 1957-58 considered this case and observ- 
ed in para 9 of their Report [Fourth Report (Second h k  Sabha)] 
tha t  the Rail~vay Admmistration and the Chief Accounts Officer 
had not acted in the  interests of the Railway Admin~strntion, and 
thnt the Fhilway Board were also to blame in this matter as they 
took more than two years to decide this case 

126. In a note rcccivcd from the Railway Board (Appendix XI) 
it has been obwrncd Inter aim:- 

"The h a r d  thcrcforc feel  thnt the  vicws expressed by the 
Committrc in the concluding portion of their nynrn- 
mcndation do not mrn to be curroborated by the facts 
stated above.'" 



127. The Committee are unable to accept the  plea that the  audit 
objection related only t o  the quantum of the payment and hot to 
the propriety thereof. If there were a doubt, the Railway Admi- 
nistration should have referred the m'atter immediately to the Rail- 
way Board for clarification. The case dragged on for nearly six 
years which, in the Committee's opinion, was avoidable. I t  ham 
been admitted by the Railway Board themselves that provisional 
payment to an outside party without orders from the Railway 
Board was incorrect. If so, it is surprising why the Railway Board 
are trying to defend an obviously defenceless case. In the Corn- 
mittee's opinion the responsibility for this avoidable payment lay 
squarely on the Railway Administration and the Railway Board. 

i 

128. In this connection the Committee would like to observe that 
the Railway Board should review the powers to ~ n d i e  provisional 
payment delegated to  Railway Administration, tzghten them u p  
wherever necessary and take deterrent action where the powers are 
exceeded or exercised without the prim sanction of the Railway 
Board. 

0 t h  cases of Losses-Westem Railway-otwr-payments made to 
casual labour engaged an the prescribed scales of  pay-Para 45 
of the Fourth Report (Second Lok Sabha) 

129. From a note (Appendix XII), the Comm~ttec understand 
that overpayment of Rs. 1,93,379 occurred because of the following 
specific shortcomings on the part o f  the Western Railway Adminis- 
tration in dealing with the case of payments of casual labour:- 

(a )  Giving an incorrect interpretation of the orders convcycd 
in the Board's letter No. K. 4CPC/150 Pt. I, datcd the 
15th May, 1951, and 

(b) Inordinate delay in rectifying the wrong interpretation 
of the orders after it was questioned by Audit. 

Thev share the wew of the Railway Board that the Deputy 
Financial Adviser, Western Railway, was primarily responsible fur 
the wrong interpretation of the Board's Orders dated May, 1951 
which resulted in the overpayment of Rs. 1,93,379 to casual labour 
over a period of five years. The Committee view with concern thnt 
even after receipt of the audit objection in April, 1953 this omcer 
did not show special alertness in obtaining a decrs~on quickb  and 
getting revised orders issued with the lrast possibic delay. The 
delay of about 8 months between the date on which the v i m  cx- 
pressed by Audit was accepted and the date of issue of the revised 
& has not bccn explained at  all. The Committee urge that the 



disciplinary action proposed to be taken against the o5cers con-. 
cerned should be expedited and the Committee informed of the 
same. 

130. The Committee would like to invite a reference to their 
suggestion in para 20 of their Tenth Report that in  cases where 
Audit questioned a payment, prompt action should be taken to te- 
solve the objection and, if considered very necessary, payments 
should be continued on a provisional basis. Had this course been 
followed in this case, the loss to Government due to overpayment 
would have been less. The Committee consider that the punish- 
ment of "censure" proposed for the Dy.  CA.0.  is rather mild. 

Manufacture of Boilers and locomotives b y  TELCO-Para 6 (Intro- 
duction) and Para 65 of the Fourth Report (Second Lok Sabha) 

131. The Committee of 1957-58, after considering all the  evidence 
placed before them and the st.commendntions of the Tariff Com- 
mission, expressed the view that  the Railway Board should negotiate 
with the  TELCO the price of metre gauge ltmmotives in respect of 
supplies from 1st April, 1958 onwards as suggested by the  Tarif? 
Comrnjssion. According to the  expert opinion quoted in the Tariff 
Commission's Report thc total ex-works cost of  a Y.P. locomotive 
was to be normally '76 per cent of a W. G .  1ocomo:ive. Applying 
that  formula, 76 per ccnt of thc cost of a W. G. locomotive manu- 
factured in Chittaranjan ~vould,  in the Committee's opinion, form 
a reasonable basis for fixation of prices of TELCO locomotives during 
the  price periods from 1st April, 1958 onwards. The Committee de- 
sired to know the progress made in Axing the prices as  the price 
period had already cummenct?d. 

132. In evidence, it was stated that  a decision had been taken t o  
refer the  case to arbitration ns ngrc.tbd to bctwccn Rallway Board 
and TELCO. In rc-ply to a question from the Committee as to how 
the fixation of pricv lor future supplies could be a matter for ar- 
bitration, their Bttentian was drawn to  Clause 27 of the agreement. 

133. The Committee titere not cont~:nccd of the rcnsons for resort- 
ing to arbltrat~on 111 thrs inntrcr. Bo th  the 7'art.g Conrntissiot~ and 
&lie Committee had re(-ominended that the prrccs of  locomotives 
mpplied from 1st April, 1958, and onward should be settled in 
advancc of the prtce pcncxl. The* Cornrrt~tt~e desired that the Rail- 
t r q  Bwrd, having committed thtmselvu to arbitration, thou!d 
frame the ismns fw arbitrattorr pruc~scl!/ to facilatate a decrsion 
quickly. The Committee regret to obsert~e that lctrert thotcgh t t  u 
nearly m e  year since the commencement of the price-Mod t h .  
mottm is pmding still. 



Putchase of British Standard Locomotive Components and Fitting8 
in Dollars (hard currency) instead of Sterling [Paras 56 to  63 
of the 17th Report and Para 84 of the 4th Report. (Second Lok 
Sabha] 

134. The Committee had commented upon this case in paras 56 
to 63 of their Seventeenth Report. A contract for supply of 470 
locomotives was placed through the I.S.M. Washington with manu- 
facturers in Canada and U.S.A. With a view to avoiding any de- 
lays in the supply of the locomotives, the manufacturers were 
permitted to place orders for certain components and fittings direct- 
ly on suppliers in U.K. which ips0 facto involved payments for these 
items being made in dollars instead of in sterling. Actually, how- 
ever, the manufacturers were not able to keep to the target dates 
for delivery of the locomotives because of the failure on the part 
of U.K. firms to supply the components in time. Deliveries from 
Canada were delayed very considerably and the American locom* 
tives were received without these fittings. In the meantime de- 
valuation of the rupee took place. As a result of the decision to pay 
in dollars for components ordered from the sterllng area, Govern- 
ment had to incur a loss of Rs. 4.5.lakhs on this deal. The Cnm- 
mittee, therefore, desired that the question of claiming damages from 
the manufacturers far  the delay in deliveries of locomotives should 
be looked into. 

135. In a note submitted to the Committee (Appendix XIII) the 
Ministry of Works, Housing and Supply stated that although the 
contract contained a clause regarding 'liquldated damages' the  
question o f  l e y  of damages was not specifically considered by the 
Lndia Supply Mission, Washington, perhaps b e c a u . ~  the delays in 
deliveries were not considered unreasonable takmg into account 
the fact that the specifications were amended a number of timer 
during the course of manufacture. In  some cases, it was also 
alleged that the Canadian manufacturers could not follqw easily the 
instructions given to them by the inspectors. The question WM 

examined de nm*o by the 1.S M.; but they were advised that the 
claims became time-barred some time in 1956 and nothing further 
muld be done in the matter 

. 136. On the note furnished by the Ministry, the Audit commen- 
ted as follows: - 

"There is no decision on record detailing the cireumstnnres in 
which the I S M .  Washington did not consider the querr- 
tion of the lcvp o! liquidated damages. The rcasonr 
adduced by the Ministry In support of the inaction of 



the I.S.h& are, therefore, sumrises which are not sus- 
ceptible of verification by Audit." 

The Committee are not satisfied with the explanation given by 
the Ministry of W.H.S. The main purpose for permitting the Axxmi- 
can locomotive manufacturers to place their own orders on the 
U.K. manufacturers for components and fittings was to avoid delay in 
deliveries. If so, it is not clear why the I.S.M. did not take prompt 
action to claim damages as provided for in the contract, when the 
manufacturers did not keep up to the delivery dates. The plea that 
the case became time-barred in 1956 is ridiculous inasmuch as both 
the I.S.M. and the Ministry of Works, Housing & Supply had not 
been pursuing this matter with vigour at any stage. The Com- 
mittee deprecate the action of the I.S.M. and the Ministry of W.H.S. 
in being lenient i n  the matter of exaction of penalties. Such an 
attitude urill reduce the penalty clauses of contracts to little more 
than an empty form of words. I f  penalty clauses are not invoked 
in time and the claims are allowed to lapse by e@m of time, there 
G a risk of contracting finns, parties etc. assuming that they can 
always disregard the limits of time in their contracts with impunity. 
The Committee recommend that this is a fit and proper case in 
vhich responsibility for the failure to claim liquidated damages in 
time should be definitely fired and appropriate action taken against 
the officials whose failure cost the Gm~ernment Rs. 4.5  l a k h ~ .  

NEW DUHX; N G RANGA, 
The 4th April, 1959 Chairman 
'C);oit&-14, 1881 (Saka)  htbl tc  Accounts Committee. 



PART I1 

PROCEEDINGS OF THE SITTINGS OF THE PUBLIC ACCOUNTS 
COMMITTEE HELD ON THE 18TH, 19TH, 21ST, 22ND, 23RD 
AND 25TH JULY, 4TH SEPTEMBER, AND 2ND DECEMBER, 
1958 AND 4TH APRTL. 1959 



PROCEEDINGS OF THE EIGHTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON FRIDAY, THE 18TH 

JULY, 1958. 
157. The Committee sat from 10.00 hours to 13.00 hours. 

PRESENT 

Shri T. N. S i n g h - C h a i m n .  

2. Shri Arun Chandra Guha 
3. Shri N. R. M. Swamy 
4. Shri Rarneshwar Sahu 
5. Shri T. Sanganna 
6. Shn Rabha t  Kar 
7. Shri N. G. Ranga 
8. Shri H. C. Dasappa 
9. Shri Khushwaqt Rai 

10. Shri N. Siva Raj 
11. Shri Arnolakh Chand 
12. Shri T. R. Deogrikar 
13. Shri S. Venkatarampnl 
14. Shn Rohit Manushankar Dave 
15. Shri M. Basavapunnaiah. 

Shri A. K. Chanda, Conrptrollet and Auditor aeneral of 
India. 

Shri P. C. Padhi, AdditConal Deputy CcnnptrolIer orrd 
Auditor General (Railways). 

Shri V. Subramanian. Deputy Secretary. 
Shri M. C. Chawla, Under Secretary. 

Ministrg of Finance (E. A. Department) 

Shri R. Saran, Deputy Secretaty. 



Minisfry 01 Railways (Railway Board) 
Shri P. C. Mukerjee, Chaimn 
Shri J. Dayal, Financial Commissioner, Railways. 
Shri Karhail Singh, Member, Engineering 
Shri M .  N. Chakravarti, Member. Staf 
Shri K B. Mathur. Member, Ttonspottath 
Shri N. K. Roy, Additional Member. Works 
S h  N .  C. Deb. Additional Member, Finance 
Shri S. R. Kalyanararnan. Additional Member, Commercicrl 
Shri Y .  P, Kulkarm, Additumal Member. Staff 
Shri E .  W. Lsaacs. Add~tional Member. Mechanical. 

Savings over voted grants-Audit Report. 1957 para 4 ( i i )  

138. The Committee first took up the question of savings over 
voted grants. The Chairman drew the attention of the representa- 
tives of the Railway Board to Grant No. 14A-Withdrawal from 
Revenue Reserve Fund-wherein there had been a 100 per cent 
saving. Explaining the position. the representative of the Railway 
Board stated that the Re\.enue Reserve Fund was operated upon 
only when there were no surpluses. In the present case, there had 
been no need to draw from this Fund. 

139. On bemg pointed out that the reason stated :%hove was 
M e r e n t  from that given at pago 62 of the Appropriation Accounts, 
1955-56 where it had been stated that it was "due to write-back of 
the adjustment made in excess in the previous years to meet arrears of 
depreciation in respect of rolling stock replaced after 1942-13." the 
representative of the Railway Board stated that undcr thc war-time 
rules of allocation. a portirm of the expenditure was to bp debited 
straightway to this Fund *The present c red~t  of Rs 208 thousand 
to this Fund was afforded by the Wcstern Railwnv while wr~ting 
back the cost of locomotives transferred to anothrar Railway a3 

this amount had keen or~ginally debited to  thl.; Fund .  

140. The Committee wanted to know whether such nd hot. rules 
of allocat~on during war years could stlll be followcd even after 
the Railway Conventron Coqmittee of 1949 had indicattid the pur- 
poses for which this Fund could be utilised The repwsentattr~e of 
- - - - - -. 

'This information was given to the Cnmmittc.e on the next day. 



))re Railwag Board observed that the Convention Committee% re- 
conrm-ions related to "future" tr(LllbOCtiOM, and w m b  etc. 
which were in the past regulated u n d e ~  the old rules, would conti- 
lrue to  be so regulated. The Committee felt that in such matterr 
Government would do well to place them before the Convention 
Committee so that tEey could indicate the precise scope of their re- 
commendations vis-a-vis pending cases on that date. The repre- 
sentative of the Railway Board agreed to do so in future. 

&on-utilirration of Supplementa~y Gmnts-Audit Report, 1957- 
Paras 4( i i )  and 5 ( b )  and Audit Report, 1958-Paras 4 ( i i )  and 
5 @ ) .  

141. The Committee next took up the following cases where 
Grants had been obtained when even the orginal Grants could not 
be spent fully. 

1955-56 
Demand No. Name of the Grant 

3 Revenue--Miscellaneous Expenditure. 
12A Open Linc Works- (Revenue) -Labour Welfare 

16 Open Line Works--.4dditions. 

2 Revenue--Mlsctallaneous Expenditure 

20 Appropriation to De\,elopment Fund 

142. An impurtant fenturt, of Supplenwntary Grants for the year 
19%-56 (sggregnt ln~ to  Rs 15 crnrcs) was that they were presented 
to Parliament on the 5th March and approved on the 23rd March, 
1936 Thls was also nlorr. 01- I t ~ s  true of snnw of the Supplemen- 
tary Grants for 1956-57 The Ccntrnuttec were surprised that ecen 
wrthtn a week of t h e  close o f  : h u  finailrml year r h p  Rntltcay Board 
were not In a posttion ; ( I  At,ou, ?h4 total amount o f  rnoneq to be 
expended by  thurri o r 1  r how yrcttir.\ c i t~r t r lg  t hc ytwr. Thep espected 
better results frcnn the Rnilwa!jx 1 u  r h l :  respvt (IF rhe Railways 
were a comnrerclal runct.rti havltrg !ht1ir own Accounts Ofices which 
rhould h u v  ~ n c l h l ~ d  thmn nnlrkc other Mmwtries. t o  prepare ren- 
h t t c  esf t ?  : < t b \  ' + 4 c .  r firrnrt;.tcr! ~-cyrrlr+*vierit.q 

143. In  rxtenuntion thth rcymwntatiw o f  thc3 Railway Board 
stated that the non-utillzntlon of the Supplementary Grants in most 
cmes WAS due to nowreceipt of promised stores and the debits there- 
for in time from the lndinn F'urchnse Missions abroad--who were 



uder the aclminigtrative control of the Mtnrntry of Works, Housfnd 
and Supply. The attention of the Railway Board was drawn to a 
memorandum submitted by them to the Public Accounts Com- 
mittee, 195132 (Fifth Report, 1952-page 108) wherein they had 
stated that "Government have since decided to transfer the pro- 
curement of specialidsed railway stores to the Railway Board. It is 
hoped that budgeting relating to the transactions of these stores 
wi l l  henceforward be considerably improved innsmuch as the 
delay now occasioned under the existing arrangements in the ad- 
justment of the inter-Departmental debits will be done away with." 

144. The Comptroller and Auditor-General also referred to 
the orders issued by the Finance Ministry at the instance of the 
Public Accounts Committee. According to these orders, in order to 
maintain proper control over expenditure, the controlling ofacer 
was required to mange to be kept informed of not only what was 
actually spent from an appropriation but also of the commitments 
and liabilities that had been and would be incurred against it. The 
Financial Commissioner, Railways stated that the Railway Board had 
also issued similar instructions. 

145. The Committee wanted to know (a) what were the figures 
bf unspent balances in these grants at the end of Februaty, 1956, 
and (u) when did the Railway Board decide to bring Supplementary 
Gmn&s for the years 1955-56 and 1956-57 before Parliament; the 
Financial Commissioner. Railways. promised to supply the requisite 
informutian. 

146. In regard to the non-utilization of the Supplementary Grant 
mo. 12 (A) ] under the head 'Open Line Works-Revenue-Labour 
Welfare', the Committee were told that it was due to the difacult 
supply position of cement and steel over which the Ministry of 
Railways had no control. He added that the estimates were based 
on assurances of store allocation and promises made to them. The 
Committee felt that the Railway Board should base their estimates 
not merely on expectations and assurances but on their past er- 
perience of the fulfilment of these assurances. 

147. On being asked as to what was the value of the cement 
and steel involved in the items included in this Grant, the represen- 
tative of the Board stated that it will have to be collected frum 
railway to railway, work by work. 



Southern Ruilwa~Ercemive rater far handling work paid to a ccm- 
tractor at Arkonam-Audit Report, 1957-Para 7 

148. This case related to extra payments amounting to 
Rg 1,06,825 made to a contractor due to a faulty clause in a handling 
contract in regard to a dump shed at the Arkonam Station. This 
contract which was awarded to the lowest tenderer at a rate of 
154 annas per ton provided that if reloading was undertaken after 
24 hours of unloading in the dump shed, it should be treated as a 
new operation and paid for again at the above rate. The contractor's 
bills paid by the Administration showed that the bulk of the opera- 
tions was of the latter type involving two separate payments. The 
Administration agreed that two separate payments for unloading and 
loading of the same goods should not have been made and explain- 
ed that the said provision in the contract was retained as the exact 
~mplication of the provisions at the time the tenders were invited, 
was not fully realised. The contract was, however, terminated 
with effect from the 1st August. 1957 for unsatisfactory perform- 
ance, and fresh tenders invited. 

149. Explaining the background of this case, the Addtional 
Member (Commercial), Railway Board stated that although there 
were agreements about transhipment shed in that Station, the idea 
of having a dump shed there was thought of only recently. The 
rate of 154 annas per ton was the cheapest of rates tendered as a result 
of calliig for open tenders The tender Committee which included 
an Accounts Officer, while accepting this rate, compared the rate 
with the rates in force for the transhipment sheds at that Station. 
The overpayment had occurred betause at the time of entering into 
the contract both the Administration and the contractor did not 
think of two separate payments. If so, the Committee wanted to 
know why the Adminutration dtd not refwe when the contractor 
claimed such payment and take action to  terminate the contract. 
(This could h a w  Iwcn donr i n  Fcbrunry. 1956 e within 3 months 
of the execution of the contract, ns according to para 6 of the 
contract the contractor should present his claims within 3 months 
and if he did not, he would not get anything). The representative 
replied that the Railway Administration could not have terminated 
the contract except for unsatisfactory performance as it was a contract 
for a deflnite period. As regards the double payment, he added 
that a high level departmental Committee had been appointed 
recently to go into this case thoroughly and perhaps the Committee 



might defer their conclusion till the departmental Cosnmittds 
finished the enquiry. 

150. The Committee next referred to the statement in the Audit 
para that the provisions in the contract were not approved by the 
F A  and C.A.O. and asked why his approval was not taken. In 
reply it was stated that there was a representative of the Accounts 
Department on the tender Committee and the standard form of the 
contract was seen by the Dy. F.A. and C A O .  The Comptroller 
and Auditor General pointed out that even if the Dy. F.A. had 
seen the form of the contract, the G.M. s h ~ u l d  have consulted 
the Financial Adviser before giving his approval. In support of 
this he cited the procedure that was being followed at the Board 
level and opined that the procedure in the Railway Administration 
ahould not be different. The representative of the Railway Bwtd 
observed that this point would also be looked into by  the depart- 
mental Committee. 

The Committee desired that the proper enquuy should bc 
expedited and the conclusions communicated to them so as to enable 
them to furnish their recommendations quickly. 

Eastern Ratlway--Loss on ,4ccount of Damage t o  and definencies 
of stores and fittings In wagons-Audit Report.  1957-Para 8 

151. Heavy damages in respect of stores such as vacuum hose- 
pipes and brake blocks were noticed in the wagons returned by 
certain colliery sidings. These wagons had been examined before 
despatch from the Railway by train examiners. The deficiencies 
had to be made good by the Railway at considernb!~ cost. The 
losses for the 7 months ( A u c ~ s t  1955 to February. 1956) amounted 
t o  Rs. 7.770. A monthly rcpw: of such losses for which the 
collieries were responsible was sent by the Head Train Examiner 
to the Divisionnl M ~ c h x x c a !  Enginr~r ,  Carriage and Wagon, but 
debits against the collieries could not be raised in al! cases for 
want of proper evidence. 

152 As against the loss O! Hs 7.770 mentioned m thtl Audit 
Report for the period August. 1955 to February, 1956, the repre- 
sentative of the Railway Brmrd told thv Cornmittt?cb that the total 
loss sustained by the Ra~lway up to date on this  n t  wah 
Rs. 3.49 lakhs, and after deducting payments madc t ~ y  colliery 
owners the latest figure stmd a t  about Rs 2 lakhs In reply to a 
question, the Committee were told that there had h e n  an increase 
in such cases since the period mentioned in thc Audit Report. 



lb9. The Committee were informed that some of the colliery 
owners had already made payments while others had protested 
that the damage did not take place in their sidings. The stand 
taken by the Railway Board was that once a wagon had been 
despatched to a colliery siding after proper train examination the 
collieries must be held responsible for their safety in their areaa. 
There was a demand from the colliery owners that they muit be 
given sufficient time to check all the fittings; which he said, could 
not be agreed to, as it would result In detention of wagons in the 
collieries for an unusually long time. All these issues would have 
to be settled with the Colliery Owners' Association. 

The Committee expressed the hope that a decision in the matter 
would be taken quickly. 

South Eastern Railway-Heavy arrears i ~ t  the recovery of rent for 
Railway land leased to trutnders. Aud~t Report, 1957-Para 9 

154 Railway land In statlon areas at a number of statlons such as 
Shallmar, Garden Reach and Cuttack was leased to private parties 
for use m the movement of their merchandise by rall The agree- 
ment with the lesses provlded for the recovery of occupation fees 
monthly/half yearly in advance, and for the appropnation of the 
security deposit towards amounts due from them In regard to 
Cuttack. the Railway Adm~nistrat~on was also empowered to take 
recourse to summary procetdlnqs t o  cject the defaulters In extreme 
cases under the Government Premlst-s Evlct~on Act 1950 Notw~th- 
standing these safeguards, cwroachments in a large number of plots 
took place as far back a!. 1948. and the. recovtBrv of rent from 
lessees was heavll? 111 alrears . thc (;overnrnent Premises 
Evlction Act. 1950 wax d ~ c l a r ~ i i  u l t m  I Y T ~ S  by tht> Calcutt;. Hlgh 
Court, no rec-uurse t o  sunirn~lry proceedings for wictlon wax possible 
In the case of plots ;ir Shalrmar and Gardiv Hr:ich Eviction 
notices were s~'rv~Y1 111 T ~ ~ o , t  T ~ I S C S  m d  thc I t p i  prrbct.t.d~ngs insti- 
tuted As regards Cuttnck whcrt> thc imupntlon fcr N - A ~  : r l c ~ c c ~ c ~ !  
by 150 ptlr cent t o  233 pt.1 cent with cffcv: from 1st C3ctober. 
1950 the llcenccws protesttd ;ind most o f  thew stopptd p.lynlcnt of  
rent Aftcr discuss~on with the Ustars' Consultatl\.tt rommitt* ~t 
was d t ~ d r t l  ln J u l y .  1955 that tht. mhnnccd rntt> o f  !~ctbncc f , ~ ~ ~ .  
fixed 111 Octobtbr. 1950 qha11 hold ~ o r d  a n d  r-tyv.i.c5r;ra~ h3l.p cc,m- 
menced 

kccrrrdlng to thc figures of thc Railivay Board the amount of rent 
recovered till 31-5-1958 w n s  Rs 72,624 and the arrears on 1-6-58 
stood at  Rs. 1.32,OO. 



155. Regarding the steps taken by the Railway for the early 
recovery of arrears, i t  was stated that the position of the Railways 
in this respect was the same as that of a private owner and the 
only courses open to them were negotiation and pursuadon unless 
they flied a suit in a court of law. When furthet asked if there 
were! any ccrses in which the Raitway had appropriated security 
deposits for the realisation of arrears, the representative of the Rail- 
way Board could not furnish the required details. 

Nmth Eastern Railway-Delay in the revision of siding charges- 
Audit Report, 1957-Para 10 

156. This case relates to inordmate delay in the finalisation of 
charge for a siding provided by the Railway in 1926 from Tinsukhia 
station to the oil-installabon of an oil company for the carriage and 
distribution of their oil products which has resulted in an accumu- 
lation of heavy outstandings. Originally a lumpsum charges of 
Rs. 6,000 a year (Rs. 500 a month) was recovered from the Company 
for the trafac carried over the siding. In 1948, as a result of special 
investigations. it was discovered that the Railway actually incurred 
an expenditure of Rs. 37,560 during 1947-48 (Rs. 3,130 a month 
calculated on the basis of engine-shunting hours and the cost of the 
special staff employed on the siding. The siding charge was 
accordingly enhanced to Rs. 3,130 per mensem with effect trom 
1st January, 1949. After paying the increased charge for three 
months, the Company raised an objection that the revised charge 
was on the high side. The Railway Administration thereupon, 
decided to levy provisionally Rs. 1,855 a month from the 1st 
January, 1949 pending finalisation of the charges recoverable and 
made recoveries at that rate This rate was, however, fnund to be 
inadequate, being much below the actual cost. As early finalisa- 
tion was not in sight, the Financial Adviser and the Chief Accounts 
Oflicer proposed in December, 1954 that an additional amount of 
Rs. 1.66 lakhs for the period 1-1-49 to 31-10-54 might be recovered 
provisionally from the Company representing the  Merence  
between the recoveries already made and the siding charge on the 
basis of the cost of actual shunting engine hours. A bill for this 
amount was accordingly made out in December. 1954 but was not 
preferred against the Company. A letter was subsequently issued 
by the Railway Administration claiming an amount of Rs. 2 66 
lakhii as due from the Company in respect of the period 1-1-49 t o  
31-12-56 on the basis of the yearly average of Rs 26.62 per shunting 
hour instead of Rs 17.42 per hour calculatcd for the year 1948--iq 



157. In reply to a question asking for explanation for the 
inordinate &lay in preferring the bill against the Company after it 
was made out in December, 1954, the representative of the Ministry 
could not give any convincing reply. He, however, added that they 
were going into the question of delay in this case. 

158. Regarding the recovery of dues of siding charges, the Com- 
mittee were told that about half the amount had been recovered 
and in respect of the remaining half, the basis of payment had been 
agreed to. The Committee were further told that the firm's request 
for scaling down of the remaining dues, on the ground that they 
were old payments, had not been agreed to by the administration. 
In reply to a further question, it was stated that no demand for 
interest on arrears had been made by the Administration. 

159. The Committee then took up the question of standardisa- 
t ion  of siding charges with reference to the ex-Saurashtra Railway 
sldings (now merged with the Western Bailway) mentioned in par 
16 of the Audit Report, Railways, 1956. They were told that on the 
ex-S-ur,l\htro Railway there were in all 78 sidings and they may 
be d~vlued in 10 categories as follows. For 37 sidings out of these. 
payments were current and In the case of 5, the owners had made 
part payments The total amount recoverable was over Rs. 6 
lakhs Seven sidings had been dismantled; 5 were under disrnantle- 
ment; 1 under correspondence; and in case of 5, owners were not 
making payments There were some sidings the ownership of 
which was under correspondence with the Government of Bombay 
He further stated that if the Committee so des~red, he would 
furnish a memorandum to the Committee giving the requisite 
details. 

160. As to the type of sidings from the pomt of view of owner- 
ship, it was stated that some of the sidings were owned wholly by 
the Railways, while others were owned partly by Railways and 
partly by private persons. It was further stated that the charges 
between various sidings used to vary and that the Railway 
Administration were trying to stnndardise them. 

161. The Chairman obserued that the question of standatdimturn 
of siding charges should not be long delayed as the absence of 
standatdisath resulted in camplicatims and endless disputes. 

The Committee then adjourned to sit again on 19th July. 19S8, 
at 10.00 houw. 



PROCEEDINGS OF THE NINTH SITTING OF THE PUBLfC 
ACCOUNTS COMMITTEE HELD ON SATURDAY, THE l9TH 

JULY, 1958. 

162. The Committee sat from 10.00 hours to 13.00 h o w .  

Shri T. N. Singh-Xhairmun. 

PRESENT 

2. Shri Arun Chandra Guha 
3. Shri N. R. M. Swamy 
4. Shri Rameshwar Sahu 
5. Shri T. Sanganna 
6. Shri Prabhat Kar 
7. Shri N. G. Ranga 
8. SM H. C. Dasappn 
9. Shri N. ~ i v a  Raj 

10. Shri Amolakh Chand 
11. Shri T. R. Deogirikar 
12. Shri S. Venkatararnan 
13. Shri Rohit Manushankar Dave 
14. Shri M. Basavapunnaiah. 

Shri A. K. Chanda, Compttoller & Auditor Geneml of India 

Shri P. C. Padhi, Additional Deputy C & A.G. (RaiI toays)  

Shri V. Subrammian. Deputy Secretaty. 
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Shri K. B. Mathur, Member, Tranaporatation. 
Shri Karnail Singh, Member, Engineering. 
Shri M. N. Chakravarti, Member, Staf. 
Shri N. C. Deb, Addl. Member, Finance. 
Shri Y. P. Kulkami, Addl. Member, Stafl. 
Shri E. W. Isaacs, Addl. Member, Mechanical. 
Shri N. K. Roy, Addl. Member, Wurks. 
Shri S. R. Kalyanaraman, Addl. Member, Commercial. 

Ministqj of Finance (Department of Economic Aflairs) 

Shri R. Saran, Deputy Senetaw.  

Savings on voted grants-Para 4 ( i i )  of Audit Report. 1957 

163. At the outset, the representative of the Railway Board 
furnished information on some points required by the Committee 
at their sitting held on the 18th July, 1958. 

North-Eastern Railway-Delay in revision of stding charges-Para 
10 of Audit Report, 1957 

164. Resuming consideration of the above para from the 18th 
July, 1958, the Committee enquired as to why no review was made 
of the siding charges between 1926 and 1948. ' f i e  representative of 
the Railway Board stated that this portion of the line belonged to a 
company and was acquired only during the war period. In reply 
to a further question as to why the Railway Administration agreed 
to levy a provisional rate of Rs. 1,855 a month when the actual ex- 
penditure incurred was Rs. 3,130 a month, the Committee were 
informed that as t l ,v  cwmpany had objected to the validity of the 
additional charges it was decided that, pending final settlement, the 
provisional amount of Rs. 1,855 a month in respect of which there 
was no dispute might be realistd first. 

165. When the attention of the representative of the Railway 
Board was invited to the statement in the Audit para that the 
increased charge (at Rs. 3,130 p.m.) was paid by the Company for 
3 months from January, 1949, the representative of the Railway 
Board stated that it was not correct. The A r m  did not pay at the 
enhanced rate but continued to pay at the old rate. 

166. Thereupon the Chatrmun observed thut such con&rouet- 
tic+ wu fa& should not arise as the paras in the Audit Report 
were vetted by the Administrative Minktrier m c e m e d  Pam 



the factual points of view. He drew the attention of the Commit- 
tee to pura 37 of their First Report, 1951-52 wherein the Committee 
had deplored the tendency on the part of some Ministries to refute 
the facts embodied in the Audit Reports even though, as the Con+ 
mittee were told by the C.  &A.  G., the statement of facts had been 
earlier verified by the executive. 

167. When asked as to what progress had been made in fixing a 
uniform basis of rates for siding charges on all the Railways by June, 
1958 as suggested by the Committee in para 27 of their Fourth Re- 
port, the representative of the Railway Board stated that substantial 
progress had been made in regard to the implementation of the 
standard basis for siding charges on all Railways. However, on the 
South-Easten and Eastern Railways there were some dficulties 
besides others, in fixing the minimum time for each shunting opera- 
tion for each siding which was the basis of the siding charges. More- 
over in some cgses e.g. on Eastern Railway the problem had peculiar 
features and required careful examination. Even the traders them- 
selves have disclosed a preference for the existing system even when 
the aggregate charges were more than in the revised system. So 
they had to take into consideration all the factors before making 
any change. He added that evwy endeavour would be made to intro- 
duce uniformity in $ring the siding charges on all the Railways by 
the 1st April, 1959. 

Westem Railway-Non-recovery of siding charges at the T ovir.cd 
rates-Para 12 of Audit Report, 1957. 

168. The Western Railway Administration revised the siding 
charges in February, 1950 to take effect from 1st April, 1950. The 
siding owners were, however, asked only in May, 1951 to accept the 
revised rates Erom the 1st April, 1950. Twenty siding owners accept- 
ed the revised rates from this date while four agreed to pay the 
revised rates from the dates of their acceptances. The amount out- 
standing for recovery trom the latter from 1st April, 1950 to the 
dates of acceptances amounted to Rs. 9,793. Twenty-five siding 
owners refused to accept the revised rates. The difference between 
the recoveries at old rates already made and recoveries due at the 
revised rates from 1st April, 1950 to 31st August, 1953 amounted 
to Rs. 75,763. 

169. During the discussion the Committee were informed that 
Rs. 4,000 had already been collect4 from the siding owners r b o  
formerly did not agree to the revised rates. Most of the otbm had 
also agreed in principle to pay at  the nvbsd rate but they had ddt- 
d a scaling down of shunthg time. 



170. Explaining the reason as to why there was delay of one yea? 
i n  informing the siding owners of the revision in the charges, the 
representative of the Railway Board stated that the General Manager 
of the Rdlway had in April, 1950 only approved the charges per 
shunting engine hour for different gauges. But calculations had to be 
made to determine the actual amount of siding charges in respect 
of each siding on the basis of the actual number of shunting engine 
hours for each siding. 

171. The Committee were not satisfied with this explanation 
They felt that the better course would have been to inform in 
advance the siding owners about the impending chunge and commu- 
nicate the actual amount of payment later on after making the neces- 
sary calculations. I t  would have not only avoided the time lag in the 
introduction of revised siding charges but would have also facilitated 
the Railways in discharging their obligation to give six mclnths, 
notice as required in cases of some a g r w e n t s .  

172. The Committee also desired that the Railway Board should 
see that such cases did not recur in future. Moreouer, responsibility 
should be $red and suitable action taken against the defaulting 
oflcers in such cases. The representative of the Railway Board 
agreed to it. He also informed that recently instructions had bern 
issued by the Railway Board that the arrears of siding charges should 
not be allowed to accumulate and the Railways were examining 
the position in regard to each siding. 

Charges on accourtt of haulage of oil at Budge Budge-Eastern Rail- 
way-Para 10 of Audit Repd, 1958. 

173. Wagons containing oil and oil products booked to and from 
Budge Budge have to be loaded and unloaded at a safe distance from 
the station as required by the regulations for handling inflammable 
articles. For this purpose, h e s  have been laid by the Railway 
Administration with a number of loading and unloading points and 
about Rs. 1.65 lakhs a year is spent by the Railway Administration 
for the haulage of wagons carrying oil and oil products. 

194. Before the war, Budge Budge was a joint passenger-curn- 
goods booking station. During the war, for operational reasons, the 
passenger station was shifted to a point about a mile away from the 
old station in the direction of and nearer Calcutta. According to the 
Audit paragraph, with the segregation of the goods station from the 
passenger station during the war, the matter required revfew to 
ascertain whether the loading and unloading points served the con- 
57 (Aii) L W . .  I 



venience of the oil companies mom than was required by the safety 
regulations and whether siding charges should not be levied to cover 
the haulage charges. 

175. The representative of the Railway Ministry dated that 
according to the principles enunciated in 1930, if any siding were 
constructed which was convenient to the Railways for the purpose of 
discharging their responsibility, no additional charge was taken from 
the party. But if the siding was so located as to serve basically the 
interests of a particular firm away from the station, charges were 
levied. Under the law, Railways are required to provide certain 
terminal facilities for all types of goods and the facilities on these 
lines have been provided in pursuance of that legal obligation. As 
these sidings had not been laid specifically for the benefit of the oil 
companies no siding charges were levied and the position had not 
changed by the shifting of the passenger station. The charges for 
all goods traffic from Budge Budge continued to be- the same as be- 
fore despite the shifting of the passenger station as the basis of dis- 
tance was different in the two cases. 

176. The Chairman, however, felt that this matter required fur- 
ther examination by the Railway Board. H e  felt that in a number 
of cases in practice the benefit to the consumer might syncbronk 
with the benefit to the Railways and in such cases the decision 
should be fair to both. The Committee wanted the Railway Board 
to examine this matter and let them know the viaos of the Bmrd. 

Sw~th-Eastern Railway--0tittanding freight bilk; against a fim- 
Para 11 of Audit Report, 1957. 

177. A firm on the South-Eastern Railway was authorised in May, 
1951 to pay freight charges by credit notes on furnishing a security 
deposit of Rs. 25,000. Amounts due on the credit notes tendered by 
it up to January, 1952 were not paid in many cases and one cheque 
was also dishonoured. The total outstanding dues amounting to 
Rs. 18,596 were adjusted against the firm's security deposit in March, 
1952 leaving a balance of Rs. 6,404 with the Railway. The credit 
facility to the firm was stopped in February, 1952. Upto January, 
1952 the firm also continued to get their coal wagons booked under 
the 'weight only' system which was not authorised as its name wa!! 
not included in the Coal Tariff. A bill for Rs. 13,433 pertaining to 
August, 1951 remained unpaid. No steps were, however, taken to 
stop the firm's bookings till January, 1952 by which time the out- 
-ding amount against the firm increased to &. 40,075. After set- 
tfng off the balance of the security d e p i t  of Rs. 6404 with the > 

and an oversharge of IL. 516, the net loss to the Railway 



amounted to Rs. 33,155. As the firm was declared insolvent by the 
High Court on 4th April, 1952, a claim 'for the amount of Rs. 33,155 
was made to the of3cial assignee through the Railway solicitors in 
May, 1955 but there was no prospect of realising the amount. A 
Commfttee had been appointed to hold an enquiry and to Ax res- 
ponsibility of the staff in this cke .  

178.  h he Committee were informed that the Report of the 
Enquiry Committee had not yet been received but was expected 
shortly. The Committee, therefore, decided to await the findings of 
the Enquiry Committee. 

Eastem Railway-Loss owing to delay in the revision of rates for 
goods traffic-Para 13 of Audit Report, 1957. 

179. In this case the Eastern Railway issued orders in March, 1955 
revising the rates for goods traffic with effect from 1st April, 1955, 
but in the case of sidings for coal, coke and patent fuel the revised 
rates were introduced from 27th June, 1955 resulting in loss in earn- 
ings of approximately Rs. 10,000. 

180. Explaining the cilcumstances for the delay the representa- 
tive of the Railway Board stated that siding charges and goods tariff 
rates were entirely different and normally the forrrlttr were not based 
on changes in the latter. They are b a d  on the cost for shunting 
and the time it took. But in this case the siding charges had to be 
arrived at by multiplying the class rates with the mileage and noti- 
fied in a lumpsum rate per ton for each siding. This fact was over- 
looked in the earlier stages. Later, the Railway could introduce it 
only in June, 1955. after making necessary calculations. 

181. The Committee thought that in such cases the parties con- 
cerned could be informed in advance of the contemplated revision of 
the rates and the actual rate could be intimated k t e t  on after making 
necessary ca2culations which would apply with retrospective effect. 
The representative of the Railway Board felt that there were some 
legal d8iculties in this course but agreed to examine the matter 
further. 

The Committee then adjourned till 14.30 hours on Mondny, the 
21ft July, 1958. 



PROCEEDINGS OF THE TENTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON MONDAY, THE 

21ST JULY, 1958. 

182. The Committee sat from 14-30 to 17-40 hours. 

Shri T. N. Singh. C h a i m n  

1. Shri Arun Chandra Guha 
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7. Shri N. G. Ranga 
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9. Shri Khushwaqt Rai 

10. Shri N. Siva R s j  
11. Shri Aurobindo Ghosal 
12. Shri Jaipal Singh 
13. Shri Arnolakh Chand 
14. Shri T. R. Deogirikar 
15. Shri S. Venkataraman 
16. Shri Rohit Manushankar Dave 
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Shri P. C. Padhi, Additional Deputy C. & A.G. (Rdwayt ) .  

Shri V. Subramanian-Dmty Secretary. 
Shri M. C. Chawla-Under Secretaty. 



Ministry o f  Railways (Railway Board) 

Shri P. C. Mukerjee, ~ h a i k a n .  ' 
Shri J .  Day al, Financial Commissioner, Railways. 
Shri M. N.  Chakravarti, Member, Stafl. 
SM K. B. Mathur, Member, Tramportation. 
Shri Karnail Singh, Member, Engineering. 
Shri N.  K. Roy, Addl. Member, Works. 
Shri S. R. Kalyanararnan, Addl. Member,~Commercid 
Shri N .  C.  Deb, Addl. Member, Finunce. 
Shri Y .  P. Kulkarni, Addl. Member, Staff. 
Shri E. W .  Isaacs, Addl. Member, Mechanical. 

Ministry of Works, Housing & Supply 

Shri M. R. Sachadev, Secretary. 
Shri V. N .  Rajan, D.C.S. & D. 

Ministry of Finance (Depadment of  Economic Aflairs) 

Shri R. Saran, Deputy Secretary. 

North Eastern Railway-Loss owtng to failure to inspect supplia 
when oflered-Para 14 of  Audit Report. 1958 and North Eastem 
Railway-Loss owing to failure to  inspect supplies in  time- 
Para 15 of Audit Rep i r t ,  1957. 

183. The two paragraphs d~sclosed irregularities of a similar t y p  
pertaining to the same Railwuy Administration. In the earlier case 
referred to in Audit Report, 1958, the D.G.S. & D. placed an order on 
the 2nd January, 1934, on a certain firm for the supply of 5910 cft. 
of 'Kanju Logs' to be delivered by 31st July, 1954. A copy of the 
acceptance of tender was also sent to the Sleeper Control OtlScer, 
N. E. Railway 

184. On the 23rd Janutlry, 1954, the firm tendered for inspection 
2000 cft. of timber at each of three stations and another consignment 
on 8th March, 1954 at two stations The inspection could not be 
arranged till the  third week of April, 1954, due to the shortage of 
hrpection staff. Meanwhile, the firm informed the authorities that 
the wood was susceptible to deter~omtion in hot weather and that 
the material would be lying till 31st July, 1954 at the risk of the pur- 
chaser. On the 21st April, 1954. the Sleeper Passing Offfcer visited 



tcKo out of three stations. At one place there was no wood for 
inspection while at the other it was below specification. The of8cer 
did not visit the third station on the verbal information from the 
agent of the firm that the stores offered h d  been withdrawn The 
o&er submitted a report stating the above facts to the D.G.S. & D. 
on 29th April, 1954. The inspection scheduled for other two stations 
an 30th April, 1954, was also not carried out on the verbal message 
from the firm's Manager that the timber at those stations had dete- 
riorated and was not worth inspection. A report to this effect was 
also sent to the D.G.S. & D. on the 20th May, 1954, who instead of 
taking the matter up with the contractor referred it back to the 
inspecting officer seeking further clarification. The delivery 
period having expired by this time the D.G.S. & D. extended the date 
to 31st October, 1954 without consulting either the Railways or the 
Suppliers. The firm rejected the extension of delivery period and 
claimed damages from the Government. The arbitrators unanimou~ 
Iy held the Government responsible for breach of contract and award- 
ed Rs. 15,000 against the Government. 

185. Later on 31st January, 1955 a contract was awarded to the 
same firm by the D.G.S. & D. for supply of 8,000 cft. of Sal Logs by 
the 30th April, 1955. The firm tendered the goods for inspection on 
7th February, 1955. An advance copy of the acceptance of tender 
was sent to the C.E., Sleeper Passing Branch, North Eastern Railway, 
but was not received by him. On 18th February, 1955 the Lnspecting 
Officer called for a copy of the acceptance of tender from the 
D.G.S. & D., which reached him only on the 10th March, 1955. How- 
wer, the inspection could not be arranged due to the pre-occupatim 
of the inspecting staff with the work of other Railways till April, 
1955. On the 19th and 24th April, 1955 the firm intimeted orally to 
the inspecting authorities that the timber would not be offered for 
inspection as an extension 4 the delivery period had been asked for. 
Consequently the inspection was not arranged 

186. On 3rd May, 1955, the firm notifled to the D.G.S. & D. that the 
goods had not been inspected in time and that they would be sold at 
the risk of the Government. The arbitmtion held the Government 
responsible for breach of contract and awarded Rs. 10,000 against the 
Government. 

187. The Committee desired to know as to why the mtractoa 
who failed to f u l a  the contract in the h t  case, was engaged for the 
recond time by the D.G.S. & D. within a period of three months. The 
qmsenta t ive  of the Ministry of Works, Housing & Supply stated !n 
atcnuation that a contractor who failed in me contract for remom 

hfs control might succeed in subsequent carer It w a  



tberetore, not a normal practice to debar such contractors from con- 
tracting for future works. On furtber examimtion it was, however, 
admitted b y  the D.G.S. & D. that this would not have happened had 
the oficer awarding the second contract remembered the earlier case. 

188. In reply to a question as to why no action was taken by the 
D.G.S. & D. on receipt of the inspection reports in April and May 19% 
the representative of the Ministry of Works, Housing and Supply 
stated that the reports were not properly written by the Inspecting 
Omcer and it was not clear whether the omcer had actually visitsd 
the stations in question or merely relied on oral statements. In their 
view the inspector instead of relying on oral statements of the con- 
tractors should have either obtained something in writing from the 
firm or visited all the places of inspection. The representative of 
the Railway Board, however, observed that there was no ambiguity 
in the inspection reports. It was clear from the reports that the 
inspector visited two stations. At one station there was no material 
while at  the other the timber was below specifications. He admitted 
that i t  was a mistake on the part of the inspector to hnve relied on 
the oral statement of the contractar; he should have obtained the 
statement in writing. He added that subsequently instructions heve 
been issued to all the Inspecting Officers not to do anything on trust 
but to get everything in writing from the contractors. 

189. The Committee felt that the whole case was not properly 
handled by the D.G.S. & D. On receipt of the inspection reports the 
D.G.S. & D, did not take up the matter at  all with the suppliers. His 
action in extending the date of delivery unllaternlly without consult- 
ing either the supplier or the Railways was also not in order. H?d 
the Directorate pursued the matter with the supplier on receipt of the 
inspection reports the loss would have bcm averted. The D.G.S. & D. 
acquiesced in this. 

190. The Committee's attention was drawn to a sentence in the 
arbitrators' order which stated that "it had been admitted on behalf 
of the Gavernment that the total quantity was tendered for 
tion at the five places". It, therefore, followed that the inspector 
visited only two places out of the Ave. The Committee w e e  con- 
cerned w e r  the way in which the c u e  was corrducted on behalf of 
the C w ) m m t  before the arbitrators. 

191. With rejprd to the second case the representative of the Minis- 
t ry  of Railways admitted that the inspecting ofacer was a t  fault in 
trusting the oral statements of the contractors. He should have ob- 
atained everything in writing from them. He further stated that 



instructions had since been issued to all inspecting ofBcers to be more 
vigilant in their dealings with sqppliers in order to  guard against the 
recurrence of such cases in future. 

Southern Railway-Extra Expenditure owing to a defective agree- 
ment-Para 16, Audit Report, 1958. 

192. On the 24th October, 1950, the D.G.S. & D. placed an order on 
a firm for procurement of underground cables to meet an urgent 
demand received from the Southern Railway Administration for 
a work for which staff had alreedy been appointed. The firm offered 
to aeilver the goods In two months ex-works after the receipt of an 
import licence. The delivery date entered in the contract was 25th 
December, 1950 or earlier but the following clause was also inserted 
in the contract by the D.G.S. & D.: 

"The delivery dete quoted is contingent on your not being 
delayed as a result of nondeliveries of raw material or 
by any other cause beyond your control." 

193. The requisite import licence was sent to the firm on 9th 
February, 1951 ; but the firm failed to supply the goods till October. 
The firm was served with a risk purchase notice by the D.G.S.&D. 
on 29th October, 1951. In November, 1951, the firm requested can- 
cellation of the order owing to difficulty in obtaining mw material. 
It was not possible to enforce the risk purchase against the firm in 
view of the protective clause referred to above. The stores were 
later purchased by the Administration at an additional expenditure 
of Rs. 45,064 over and above the loss incurred on the salaries of idle 
staff. 

194. It was brought to the notice of the Committee that the firm 
had specifically stated in their tender that they had sufficient raw 
material in stock for the manufacture of the stores. The protective 
clause was, however, inserted es a matter of routine on the basis of 
the general terms and conditions printed on the form of the tender. 
It was also admitted by the D.G.S. & D. that the officer who got the 
clause inserted in the contract was not competent to do so. The 
Committee felt that m view of the specific statement of the firm that 
it had raw material m stock and the urgency of  the demand the 
insertion of the above clause was questimble wherebv the Om-- 
ment 'became unable to enforce the contract. 

South-Eastern Railway-Supply of infenor q w l i t u  brushes-Para 17 
of Audit Report, 1958. 

195. Paint and varnish brushes worth Rs. 1.76 lakhs were obtain- 
ed by the Railways through the D.G.S.& D. Most of the consignment. 



(to the extent of Rs. 1.34 lakhs) were found in laboratory tests a d  
actual use to consist of brushes of inferior quality and poor finish 
and were, therefore, rejected. Consequently, the D.G.S.&D. was 
requested to arrange reinspedion of the goods and their rephcement. 
The D.G.S.&D, on the other hand stated that the rejeded lot of 
brushes, which were tested in the Government Test House, showed 
that there were no defects. Whatever defects were noticed were 
stated to be due to the negligence on the part of the Railways in 
storing them haphazardly. 

196. The D.G.S.&D. informed the Committee that a joint enquwy 
Cornrni ttee consisting of offlcers both from the Ministries of Railways 
and the Works, Housing and Supply had been set :m to investigate 
further into this case and their conclusions were awaited shortly. 
The Committee decided to await those conclusions. The Committee 
were informed that imports of brushes had since been stopped and 
that they were being manufactured indigenously. 

Central Railway-Ptcrchase of point rodding--Para 13 of Audit 
Report. 1958. 

197. In October, 1955, the Controller of Stores, Central h l w a y ,  
received an urgent demand for 10,000 yards of point rodding for 
delivery by March, 1956. The D.C.S.&D. had at that time a rate 
contract with a firm in Calcutta for the supply of this material during 
the period August, 1955 to July, 1956 at the rate of Rs. 4/51'3 per yard. 
The Controller of Stores, Central Railway, was authorised as  one of 
the Direct Demanding Officers, to place orders dlrect against this 
contmct up  to a monetary limit of Rs. 50,000 in any one case Instead 
of placing order against t h ~ s  contract, the Controller of Stores, Central 
Railway, resorted to  direct purchase on grounds of urgency in 
February, 1956, from a Bombay firm at  Rs. 6 per yard for 8.000 yards 
In monthly instalments and thereby Incurred an extm expenditure 
of Rs. 6,781 

198. Another demand for 30,000 yards of point rodding was receiv- 
ed by the Controller of Stores in April. 1956 The material was 
required to be supplied by October, 1956. In July. 1956. the 
D.C.S.&D. entered into a running contract with a h m b a y  firm for 
the supply of paint rodding during the period August 1956 to July 
1957 at the rate of Rs. 4-8-0 per yard, in which the supply of 1.02,666 
yards to the Centml Railway was provided. Although the order for 
30,000 yards could have been placed against this running contract 
under the terms of contract, the Controller of Stores placed a direct 
order on the same Arm in January, 1957 for the supply of the material 
at a higher rate (Rs. 6 per yard) and themby i n c u r d  avoidable 
expenditure to the extent of Rs 45,000. 



199. In extenuation, the representative of the Ministry of Railwap 
gtated that supplies under the rate contract of the D.G.S.&D. were 
not being made satisfactorily and that the demand in question being 
urgent, direct purchase was resorted to by the Controller of Stores. 
The Committee could not appreciate the plea of urgency of the 
demand when orders against the demands received in October, 1955, 
and April, 1956 were placed on the firms in Februury, 1956 und 
January, 1957 respectively by the Controller of Stores. i.e., after 4 
and 8 month  respectively. 

200. The Committee also expressed their concern over the 
.awkward situation created by the two Ministries of the Government 
d e r i n g  different rates for the same article by the same firm during 
the same time. In their opinion the offer of the Railway Adminis- 
tration for the supply of the same material at a rate higher than that 
settled by the D.G.S.&D. was not fair as, apart from resulting in 
avoidable expenditure, it indirectly hampered the progress of the 
running contract entered into by the latter. 
Ganga Bridge Project-Avotdable expenditure tn the purchase of 

spare parts of earth moving machinery-Para 8 of Audit Report. 
1958. 

201. An indent for earth movmg machinery for the Ganga Bridge 
Project was placed on the D.G.S.&D. by the Railway Administration 
in September, 1954, the order for which was placed by the D.G.S.&D. 
 IT December, 1954. Indents for the purchsse of spare parts requir- 
ed for the maintenance and overhaul of the machines were, however, 
sent to the D.G.S.&D. in April, 1955. As most of the parts were 
required before October, 1955 they had to be purchased ex-stock by 
the D.G.S.&D. Had the order for spare parts been placed along with 
the machines or soon thereafter, forward delivery prices could have 
been obtained and about Rs. 1-09 lakhs could have been saved. 

202. The representative of the Railway Board explained that it 
was only 'in December, 1954 that the type of the machinery to be 
purchased was finally decided. It was only after consulting the 
other Project Administrations, having their own experiments and 
scrutinizing the detsiled catalogue supplied by the suppliers in 
Narch, 1955 that the Railway Administration could decide upon the 
type and extent of the spare parts which were necessary for them. 
It was stated that the period of three months was the minimum 
required for this purpose. The Committee desired to be furnished 
with a list of spare parts which had been procured by the Admink- 
tmtion on an emergency basis and the extent to which these had been 
utilized during the period for which they were intended, 

The Committee then adjourned to meet again on Tuesday, thc 
2!hd July, 1958. 



PROCEEDINGS OF THE ELEVENTH SITTING OF.'THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON TUESDAY, THE 22ND 

JULY, 1958. 

203. The Committee sat from 10.00 hours to 13.15 hours. 

PRESENT 

Shri T. N. Singh-Chairmun 

Shri Arun Chandra Guha 
Shri N. R. M. Swamy 
Shri Rameshwar Sahu 
Pandit Jwala Pmsad Jyotishi 
Shri T. Sanganna 
Shri Prabhat Kar 
Shri N. G. Ranga 
Shri H. C. Dasappa 
Shri Khushwaqt Rai 
Shri J a i p l  Singh 
Shri Amolakh Chand 
Shri T. R. Deogirikar 
Shri S. Venkatararnan 
Shri Rohit Manushankar Dave 
Shri M. Basavapunnaiah 

Shri A. K. Chanda, Comptroller & Auditor General of India. 
Shri P. C. Padhi, Additional Deputy Camptroller & Audibt 

Generol (Railway). 

S M  V. Subramanian, Deputy Secretaq. 
Shri M. C. Chawla, Undet Secretaty. 



Ministry of Railways (Railway Board) 

Shri P. C. Mukerjee, C h a i m n  
Shri J. Dayal, Financial Commissioner, Railways 
Shri Karnail Singh, Membm, Engineering 
Shri M. N. Chakravarti, Member, Stafl 
Shri K. B. Mathur, Member, Transportation 
Shri N. K. Roy, Addl. Member, Works 
Shri N. C. Deb, Addl. Member, Finance 
Shri S. K. Kalyanaraman, Addl. Member, C m w c i a l  
Shri Y. P. Kulkarni, Addl. Member, Stag 
Shri E. W. Isaacs, Addl. M a b e r ,  Mechanical. 

Ministry of Commerce & Industry 

Shri K. V. Venkatachalam, Joint Secretary. 

Ministry of Finance (Dqmttment of Economic Aflairs) 

Shri R. Saran, Deputy Secretary. 

North-Eastern Rail way-Loss of matmials issued to a contractor- 
Para 14 of Audit Report, 1957. 

204. Ln August, 1950 a . labour contract to the value of about 
Rs. 50,000 for the construction of st& quarters on two sections of 
Gorkhapur Division was awarded. The contractor failed to com- 
plete the work but materials worth about Rs. 14,000 supplied to him 
between 1950 and 1952 but not utilised by him for construction work 
were not returned. 

205. The contractor denied receiving the materiels to this value. 
The Administration have withheld his dues aggregating Rs. 11,829 
b d  the Chief Engineer is also taking action to recover the balance of 
Rs. 2,176 either from the contractor's dues, if any, or from the 
Inspector of Works responsible for issuing materials in excess. 

206. It was disclosed by the representstive of the Railway Board 
in reply to a question that no receipts had been obtained from the 
contractor for the materials issued to him. In extenuation, it was 
stated that in this case, no receipt for materials had been obtained 
es it was a contract for labour only and material had to be supplied 
fb the contractor at  the site. In such cases, the rnateriah were 
unloaded at the site of the wwk from the ballast train and no 



rcknowledgements were taken. It was pointed out by the Comptd -  
1er and Auditor General that para 1438 of the Indian Government 
'Railway Code for Engineering Department laid down that when any 
material at site was issued to a contractor, an acknowledgement of 
t h e  receipt of the rrmterials should be taken from him by the Inspector 
of Works or other ofRcers in the field. The representative of the 
'Railway Board admitted that it was the Inspector of Works who was 
responsible for the material brought at the site in this case till the 
material was handed over to the contractor. The plee of the Railway 
in this case was that the material had actually been handed over to 
.the contractor though no acknowledgement was @ken from him. 

207. When asked about the disciplinary action taken against the 
Inspector for not obtaining the receipt, it was stated that disciplinary 
.action was in progress now after five years. A charge-sheet had 
been issued to him on the 1st March, 1956 asking him to show cause 
why the cost of the material should not be recovered from him. 

208. The Financial Commissioner in answer to a question as to 
what was the actual p r o c d u r ~  with regard to the obtaining of receipts 
from contractors and whether any exception was made in the case of 
labour contracts, as stated by the representative of the Board eerlier, 
informed the Committee that at all times the authority responsible 
for the custody of stores should, at  the time of issue of materials, 
obtain a receipt for the material issued. 'Until such time the 
mter ia l  was issued to the contractor, the Railway remained r s -  
ponsihle. In this case, it was clear that the Inspector of Works 

,should have taken the receipt. 

209. Replying to a question regarding the protect~on of the 
interests of the Railways at the spot where the materials are dumped 
prior to handing over, it was stated t h t  the Engineering Supervisor 
should be on the spot being in charge of the stores. He is to check them 
and to ensure that they arc not pilfered. In the present case re- 
sults of an enquiry had established that materials were issued to 
the contractor. The Supervisor had failed to get the receipt and in  
order to obviute the possibiIity of repetition of such instances, 
the Northern Railway have issued instructions that the inspector 
+of Works should obtain the ~eceipt of the contractor or any autho- 
ti ty authonsed by him .jot any material that tuas supplied to the 
contractor. All the Railway Administrations have been informed 
.of this position. 

210. It waa further disclod in answer to a question that the 
Inspector did not make any report as to whether the material was 
actually used on the work for which it was meant or used for some 
other purpose. The Chairman observed that it should be insisted 



upon every time as a measure of prudence that receipts should be 
obtained in all cases as there was always a chance that during the 
interregnum between the unloading of materials and handing them 
over, they might be lost or pilfered. As regards the disciplinarg 
w e ,  the experience of the Committee hrrd been that cases were 
unduly prolonged and in most cases where the guilty persons were 
on the verge of retirement, the cases were findlised only when they 
had actually retired. Such things give rise to suspicions. 

Central Railway-infructuous expenditure on freight cha~ges-Para 
16 of Awlit Report, 1957. 

211. This case disclosed an infructuous expenditure of Rs. 41,052 
. incurred in freight charges for the unnecessary movement of tie bars 

from Kanpur to Mandwa and back from Mandwa to Kosi Kalan. 
h indent on a Kanpur firm for 55,025 tie bars for relaying the 
Bhusawal-Itarsi section and 38,800 for Mathura-Delhi Section to 
be supplied at  Mandwa and Kosi Kalan respectively was placed by 
the D.G.S. & D. in June, 1955. Owing to urgency the work in t h e  
Bhusawal-Itarsi section was carried out in December, 1954 with 
the tie 'bars obtained from existing stock in the Railway depots. 
Although the Assistant Engineer informed the Divisional Engineer 
that the tie bars indented for this work might be used on some 
other work in consultation with the Chief Engineer, the instructions 
regardmg earlier consignments were allowed to stand 

212. In August, 1955, 22,000 tie bars became urgently nemssary 
for relaying on the Poona-Raichur section. Tie bars suppiied by 
the supplier from Kmpur for Delhi-Mathura section had by then 
reached Kosi Kalan. Under Chief Engineer's wireless messages of 
5th September and 10th October, 1955 the bars were moved from 
Kosi Kalan to the Pwna-Raichur section. On 12th October, 1955 
the Railway Board decided to run air-conditioned de-lure trains on 
the Delhi-Bombay and Delhi-Madras lines and ~t became necessary 
to relay the Delhi-Mathura section on a priority basis. Supply gf 
tie bars for Bhusawal-Itarsi section commenced at Mandwa in 
January, 1956 and completed In June, 1956. At the instance of the 
Chief Engineer 22,500 of these tie bars were re-booked from Mandwa 
to Kosi Kalan. 

213. In evidence, the representative of the Ministry of Railways 
(Railway Board) stated that the u n n e c m  movement in this case 
wm because of the procedurv of sending materials to a depot Atst 
Qqd from the depot to the consumer later. In reply to a questfon ar 
to why materials should not be sent direct to the place where they 



were required, the representative stated that it was likely to result; 
in confusion and sometimes lead to disastrous results in execution. 
of work. The Comptroller and Auditor General intervened to pointf 
out to the Committee that Railway Board had already written t o  
all the General Managers advising them to send the material direct 
to the sites as far as possible. In the present case, the Board had' 
also stated that had the Railway Administration acted with vigilance 
and informed the D.G.S. & D. about the change in destination the 
unnecessary movement could have been avoided. 

214. The Committee felt that in this case since instructions had 
already been issued by the Railway Board, the earlier explanation 
was unnecessary. They, howevar, desired to know whether the 
Chief Engineer concerned was not aware of the decision announced 
on 12th October, to run de-luxe trains when he o rde r~d  the move- 
ment of 22,000 tie bars indented for this Section, just two days 
before. Chairman, Railway Board promised to furnish the informa- 
tion. 

Central Ratlway-Loss of p e m n e n t  way muterials-Para 17 of 
Audit Report, 1957. 

215. In the case of four major works of doubling and relaying of 
track between Delhi and Agra during 194&-1951 no Depot Store 
Keeper was posted, as was the usual practice, to maintain the 
accounts of the permanent way materials required for these works. 
Permanent Way Inspectors were made responsible for this. The 
prescribed procedure for the maintenance of accounts was not fob  
lowed resulting in confusion; monthly returns were not sent re- 
gularly; departmental verificatian was not carried out and periodi- 
cal stock verification also could not be done. The quantities of 
materials actually used on these works were physically counted at 
site during 1952-55 for comparison with the quantities charged to 
the works through stores vouchers. This revealed a shortage of 
materials worth Rs. 93.000. Of this, a loss of Rs. 2,231 has been 
written off and the balance remained to be rejplarised. No indivi- 
dual responsibility for the shortages has been fised in this case. Ac- 
m d i n g  to the Railway Administration, as the works were being 
camed out under emergent conditions, investigation of discrepancies 
could not be completed and the accounts straightened till the works 
were completed. 

216. In reply to a question why a deviation from the usual prac- 
tice was made in thjs case and no Store Keeper posted, the represen- 
tative of the Railway Board stated that it was usual to post a Depot 
Store Keeper in such works, but in this case af rush job in 1948 after 



partition, it could not be done. The work had to be done to meet 
u national emergency and when this was done a loss of Rs. 93,000 
only for the work relating to a track of 145 miles occurred which 
was only half per cent of the total. Explaining why pre-planning 
could not have been done in this case, it was stressed that this being 
a rush job, there was very little time for p-planning. Further, 
with the ifiPIiculties prevailing then, it would have taken the Adminis- 
tration a long time to post the staff. 

217. The C h a i m n ,  Railway Board and the Financial Commis- 
h e r ,  Ratitways agreed with the suggestion made by the Chainnan 
*hat in emergencies there was need for stricter control of accounts 
a n d  it was always desirable to have the proper pmsonnel who will . 
maintain the store accounts correctly. Just as they placed in ps i -  
lCion the engineers and other officers in an emergency they should 
also post the accounts sba8 and store keepers. 

Ron-clearance of suspense items in connection with advance of pop 
given to displaced staff who migrated to India-Para 18 of Audit 
Report, 1957. 

218. The Ministry of Railways (Railway Board) sanctioned in 
August, 1947 the grant of advances to staff who migrated from Pakis- 
tan to India of two months' pay for officers and subordinates, one 
month's pay for Class IV servants and 30 days' actual wages 
for daily rated staff recoverable in three monthly instalments. 
This was further relaxed to recovery in 24 or 36 instalments as the 
employee might choose. The amounts advanced were placed under 
the suspense head "Miscellanmus Advances" pending recovery from 
the employee. But large outstandings remained to be cleared in 
the books of the various Railways. 

219. It was disclosed in evidence by the representative of the 
Railway Board that special attempts were made to reconcile the 
figures. A slm of Rs. 55,804 which could not be reconciled had been 
written off in consultation with Audit. The Comptroller and Auditor 
General in elucidating the matter further stated that the Railway 
Board have linked credits amounting to Rs. 4.91 lakhs against a 
debit balance of Rs. 5.47 lakhs. Setting off one against the other, 
the net loss to the Railway was Rs. 55,804 which has been written 
9% as irrecoverable. 

Points outstanding from previous Repwts (Railway Audit Report, 
1955)-Para 20 ( i i )  of Audit Report 1957. Rdiorurlised distribu- 
'tion of stores and reduction in amen balance#. 

220. On the 31st December, 19S6 sbrea worth Rs. 2.90 crorsr 
waited disposal out of surplm stom worth Rs. 10 crores cur on tbe 



Slst March, 1951. Scrap worth Rs. 2.81 crores also remained to be 
disposed of on the 31st December, 1956. 

221. The representative of the Ra~lway Board stated in reply to 
a question that as against the figure of surplus stores worth Rs. 2.90, 
crores the figure upto the end of 1957 was Rs. 2.40 crores. I t  was 
further stated by him that it was actually a classification within the 

' 
Railways and this surplus could be utilised on other Railways. When 
asked to clarify as to what the actual position was and whether the 
entire stores had since been taken back as normal stores or if the 
surplus was absolute surplus to be disposed of and the balance to 
be taken into the stores at charge, it was stated that at present they 
had included the stock in the expectation that they would require 
them. 

222. As regards scrap it was disclosed in reply to a question that 
the Railways wcre themselves short of scrap now and therefore they 
were conservmg it to be able to use it for ra~lway requirements in 
lieu of metals which could not be obtained. In return for metals 
they issued the scraps instead of selling the scrap and buylng 
metals. Although there was a heavy surplus, there was an 
immediate demand for i t .  The sellmg of scrap to private trade had 
been banned since about last eighteen months. The price ratio of 
the metal to the scrap was the conversion loss only. 

223. Continuing, the representative of the Railway Board stated 
that normally the scrap given by the Railway was returned as metal 
to them after conversion. The ferrous scrap was given to the 
persons nominated by the Iron and Steel Controller for conversion 
into metal. The Railways did not manufacture steel themselves. 
Whatever material they themselves could not utilise was sent to the 
Iron and Steel Controller and most of the non-ferrous scrap was 
utilised in the Railway foundries. 
North-Eastern (Ex-Oudh Tt ihut)  Railway-Unsatisfactoq state 

of stores prtced ledgers-Para 2 0 ( i i i )  of Audit Report. 1957 
(Para 22 of Audit Report, 1955). 

224. Out of 32,243 cards on the 31sl December. 1953. the reconci- 
liation in respect of 5,585 cards remained to be done on the 3lst 
December, 1956. Reconciliation work relating to 878 cards showing 
a difference of over Rs. 150 could not be done as they were not trace- 
able. 2700 cards with differences below Rs. 150 were outstanding. 

225. The Comptroller and Auditor General informed the Com- 
mittee about the latest position with regard to this paragraph. With 
regard to 2,700 cards the work involved was laborious and was not 
commensurate with the results expected. The value of the differ- 
ences was equal to Rs. 1 lakh and if efforts to reconcile the difference 

sXAii) LS-6. 



were continued: a few lakhs might have to be spent. The Railway 
Administration had reviewed the transactions in the price ledgers 
and the numercial ledgers for six months preceding 21st October, 
1953 to ensure the correctness of the entries therein. As regards 
878 cards which were not treaceable, the Railway Administration 
was fixing responsibility. 

226. The representative of the Railway Board stated in this con- 
nection that where reconciliation was proving difflcult and where it 
was established that it could not be reconciled, they had decided in 
such cases to write them off. 

CenCral Railway--avoidable eqend i ture  on water charges-Para 12 
of Audit Report, 1958. 

227. An agreement for 10 years for the supply of water to the 
Railway by the Jabalpur Municipality at the rate of Re. 1 per 4,006 
gallons and a t  Re. 1 per 2000 gallons during periods of water famine 
was due to expire on the 9th May, 1952 from which d a b  notice of 
six months would run if either side wished to terminate the agree- 
ment. On the 22nd April, 1952, the Municipality sent for approval 
a draft of a new agreement providing for the supply of water from 
the 10th May, 1952 at the rate of Re. 1 per 2400 gallons. The draft 
was approved by the Railway Administration on the 16th May, 1956. 
The Municipality returned it duly approved on the 15th January. 
1957 with the stipulation that it would come into effect from the 
1st January, 1957 and that during the period from 10th May, 1952 to 
the 31st December, 1956 the rates in the old agreement will apply. 
Payment for water consumed for that period had bem made at the 
predominantly higher of the old rates. The Municipality were also 
not informed that the payments had been made provisionally. 
This resulted in an avoidable expenditure of Rs. 67.638 

228. In reply to a question whether it was not a common prac- 
tice that when a new agreement was not finalised by a particular 
date and the old agreement was about to expire, it was always 
stated that the payments were provisional, the representative of 
the R a ~ l w a y  Board stated that i t  was the usual practice to state so 
The Rallway Board representative could not glve any explanation 
for not following the practice in this case and promised to look into 

, this. The Comptroller and Auditor General pointed out by 
quoting dates that it took about 2 years for the Railway to com- 
municate to the Municipality the approval of the General Manager 
to the revised rates. The Committee desired to know the reasons. 
for this delay 



Northern Railway-Delay in $ring siding charges-Para 11 of 
Audit Report, 1958. 

229. The construction of a siding connecting Jamsar with the 
gypsum quarries worked by Messrs The Bikaner Gypsum LM., was 
completed in March, 1950 on land provided by the Company to 
facilitate the supply of gypsum to the Sindri Fertilisers and Chemi- 
cals Ltd., a t  the instance of the Ministry of Industry and Supply in 
agreement with the ex-Bikaner Railway and the Company. The 
siding was opened to traffic in 1950 but till now no agreement has 
been  ached regarding the charges to be recovered by the Northern 
Railway (which now includes ex-Bikaner Railway) and from whom 
recoveries are to be made. 

230. In reply to a question why no agreement has been reached 
during all this period, the representative of the Ministry of Com- 
merce and Industry stated that the matter was under correspondence 
with the Railway Board. On the 6th September, 1955 the Commerce 
Ministry had written to the Railway Board detailing the various 
stages of the csse and suggesting that the matter might be discussed 
and a conclusion arrived at; but the Railway Board had not done 
anything so far. The representative of the Railway Board while 
regretting the delay stated that they would arrive at a settlement 
early. He further stated that the Railway Board offered to the Gypsum 
Company that ~f the Company loaded the goods at the siding of the 
Railways, no siding charges would be lev~ed, but the Companv 
wanted to load at their own plt heads. He further stated that the 
liability of the charge was entlrely that of the Sindri Fertllisers; 
the charges have h e n  dctt~rmlned at Rs 2 per wagon on the basis 
of shunting charges In  reply to a further questmn i t  was stated 
by the representative o f  the Ratlway Board that Government w,is 
not losing any money in this rase as i t  had already bwn accepted 
that the payments will have to'be made from the very beginning 
Thc representative. of thc Mlnlstry o f  Comrncrce and Industry. how- 
PVCI-. stated that t t  had still to bc dtvitltd whether the Sindrl Fcrti- 
llscrs would pay, and ~f so. tvhnt portron tticrtwf In this connection 
another relcvant point t o  bc tokrn Into considP~.ation was that about 
2000 tons will be loadcd daily at the siding and i t  should be a com- 
mercial proposition for thc Railways Thc question for considera- 
tion, therefore, was whether the siding should be treated as a sidinq 
put up at the request of the Ministry of Commerce & Industry or 
as a Railway siding, or as an assisted siding. He added that the 
decision taken on this matter evcntuallv would apply with retros- 
pective effect. 



231. The Chairman suggested that the Ministry of Commerce and 
Industry and the Railway Board might settle the matter quickly 
and intimate the Committee before they presented their Report 
t o  Parliament., 
Central Railway-Purchase of bufjer outer cases-Para 15 of Audit 

Report, 1958 
232. The stock of buffer outer cases to drawing No. NA 18 re- 

quired for certain non-standard wagons was exhausted in Septem- 
ber, 1953. Buffer cases of another design were used instead until 
August, 1955 and thereafter NA 18 buffer cases reclaimed from 
condemned wagons were used. No action to procure these buffer 
cases was taken till July, 1956. Tenders were invited in Septem- 
ber, 1956. The third lowest offer was accepted whose rates were 
higher than the first two lowest offers, which involved an extra 
expenditure of Rs. 1.23.467. 

233. In explaining the circumstances leading to the shortage of 
buffers the representative of the Railway Board stated that in 
1953 they anticipated that quite a number of old GIP Railway 
wagons which were over 40 years o'f age would be condemned and 
the released buffers could be utilised to replace the damaged buffers. 
The buffers removed from condemned wagons were expected to 
meet 50 per cent of the annual requirements and stocks of buffers 
of another drawing had been received against outstanding orders. 
So it was not felt necessary that any provision should be made for 
purchasing buffers at that time. But in 1955 as a result of a direc- 
tive issued by the Railway Board to cater for 20 per cent increaw 
m goods traffic. the whole position changed. To implement this 
directive it was imperative for as many wagons as possible to be 
retained in service. Thus a number of ex-GIP wagons which would 
otherwise have been condemned were repaired and put into service. 
This caused a shortage of buffers. He further stated that all the 
wagons that were there were of the IRS type for which buffers 
No. W 392 were used. The older type of wagons required buffer 
No. W 360. These buffers were not in stock and so the position 
became such that the buffers salvaged from the old condemned 
wagons wuld not be used. 

234. When asked to state why In 1955 when the position was 
known that there will be a shortfall of buffers, no step was taken to 
stock them, it was mentioned by the representative of the Rail- 
way Board that at  that time there was no intensive utilisation of 
overaged wagons. Th) Committee were not, howe~wer, conttinccd 
by these arguments aa it appeared that even when an emergencg 
waa anticipated, no steps were taken, thus revealing lack of plun- 
niag with foresight. 

I, 



western RaiEway-Extra expenditure on the supply of blankets to 
Class ZV stag-Para 18 of Audit Report, 1958. 

235. In accordance with the recommendation of the Dress Regu- 
lations Committee representing all the departments and as a mea- 
sure of economy 'kamblies' were bought instead of blankets for 
supply to certain categories of Class IV staff. Of 7,400 'kamblies' 
accepted, 5,600 were issued to the staff but on receiving complaints 
about their roughness and thinness, it was decided to allow them 
to be replaced after one or tw,o years instead of two or three years 
as originally proposed. As, however, it was found that the 
'kamblies' supplied were of an inferior quality to those supplied on 
the ex-GIP Railway, the Controller of Stores was instructed to pur- 
chase in future according to ex-GIP specification. But, in Feb- 
ruary, 1952 the supply of blankets was resumed 1800 'kamblies' 
in stock purchased at a cost of Rs. 11,250 were auctioned resulting in 
a loss of Rs. 9,945. 

236. The Railway Admin~strat~on stated that the change of policy 
in October. 1950 as regards the issue of blankets was resisted by the 
staff  and its continuance would have led to serious repercussions. 
On the Central Railway where candlt~ons are more or less similar 
to those ohtainlng in the Westcrn Railway, the use of 'kambhes' 
was a long standing practice and no complaints had been received. 
A sum of about Rs 3.5 lakhs would hnve been saved, had 'kantbl~es' 
instead of blankets been issued to the staff dunng the five years a 
1 S 2 4 7 . 1  

237. In evldence ~t was stated by the rrpresentative of the Rail- 
way Board that the orders were that the varlous Railways might 
contmue the status quo In thls matter until they found the condi- 
tions when they could effect a change Thc Dress Re+lations 
Commlttcc thought that n change-over from blankets to 'kambltes' 
would result In savlng, but unfortunately it did not succeed In 
reply to a question as to why uniform~ty could not be aimed at in 
these matters when the Railway was one integrated whole, the Rail- 
way Board reprcsentatlvc stated that t h ~ s  was under conslderntion. 
Instructions had since been issued for giving up the spstep. 

The Committee then adjourned to sit again at 10.00 hours on 
Wednesday. the  23rd July ,  1958. 



PROCEEDINGS OF THE TWELFTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE 
23RD July, 1958. 

238. The Committee sat from 10.00 hours to 13.15 hours. 

Shri T. N. Singh-Chairman. 

2. Shri A. C. Guha 
3. Shri N. R.  M. Swamy 
4. Shri Rameshwar Sahu 
5. Pandit Jwala Prasad Jyotishi 
6. Shri T. Sanganna 
7. Shri Prabhat Kar 
8. Shri N. G. Ranga 
9. Shri H. C. Dasappa 

10. Shri Khushwaqt Rai 
11. Shri N. Siva Raj 
12. Shri Amolakh Chand 
13. Shri Jaipal Singh 
14. Shri  T. R. Deogirikar 
15. Shri S. Venkataraman 
16. Shri Rohlt Manushankar Dave 
17. Shri M. Basavapunnaiah 

Shri P. C. Padhi, Additional Deputy Comptroller & 
Auditor General (Railways). 

Shrl V. Suhramanian, D g u t ! j  Secretary. 

Shri M. C. Chawla, Under Secretary. 



Ministry 05 Railways (Railway Board) 

Shri P. C. Mukerjee, Chairman. 
Shri  J. Dayal, Financial Cornmisstoner, Rarlwuys. 
Shr i  Karnail S h g h ,  Member, Engineering. 
Shri M. N .  Chakravarti, Member, Staff. 
Shri K. B. Mathur, Member, Transportation. 
Shri N .  K .  Roy, Addl. Member, Works.  
Shri N .  C .  Deb, Addl. Member. Fznance. ds 

Shri S. R.  Kalyanaraman. Addl. Member, Commercial. 
Shri Y .  P. Kulkarni, Addl. Member, StajJ. 
Shri E .  W. Isaacs. Addl  Mcmber, Mechan~cal 

Ministr!~ o f  Labo~ir 8.. Employment 

Shri P. M. Menon. Seeretar9 
1 

M~ntstr!y of Ftnanee (Department of Eeoi~orulc Affatrs) 

Shri R .  S a r a n  Deputy Secretary 

Satuings over Voted Grants-Para 4 ( 1 1 )  of Audtt Report. 1957 

239 At their sitting held on the 18th July,  1958 the  Committee 
had enquired of the  representatir.cbs of the Railway Board the 
reasons for obtmning Supplementary Grants in respect o f  Grants 
Nos 3, 12-A rind 16 pertaining to the year 1955-56 ~vhen  the Rail- 
ways wcrc not nbl? to  spcnd even tilt. or~ginal  appropriations fu l ly  
The Financial Conmussio~wr Railways had stated that the non-utili- 
satloll of the Supplcmrwtary Grants was largely duc to non-receipt 
of pro~niscd stores and  their debits from abroad The Cornmitter 
d c s ~ r c d  to bc furnlshcul \\.ith furthtbr details as to the f i ~ u r e s  of 
unsiwnt bnlanccs at tht. ond of Fehrunry 1956, the dates on which 
the  Rai1ir.a~ Board d t ~ ~ d c d  to  obtain Supplementary Grants and 
why ~t was not possible take ~ n t o  account the nvn-a\varlabllltv 
of storcs ~ l c  at the tlmc of prcsentatlon of  Supplementary Grants 

$ 



Suspense and Manufacture Suspense. All the stores required for 
the Railways were initially debited to the "Stores Suspense". There- 
after, a s  they were supplied to different works their value was cre- 
dited to the head "Stores Suspense" and debited to the relevant 
heads. Thus, a provision had to be made under two heads for the 
same stores whereby the entire budget appeared inflated. So far as 
the net grant (No. 16) was concerned, ther"efore, the lapse was of 
the order of Rs. 4 . 2  crores instead of Rs. 13 crores as shown in the 
Audit Report. 

2 $ b  The Committee were informed that steps were being taken 
by the Railway Board to remedy this unsatisfactory procedure. 
Certain types of purchase viz.. plants and machinery, certain build- 
ing material etc.. were not being purchased through the Suspense 
Account and it was proposed to exclude few other items of stores 
from the purview of this Suspense Head in consultation with the 
Comptroller and Auditor General.' 

242. In regard to the time-table for the presentation of Supple- 
mentary Grants the Financial Commiss~oner stated that the revised 
estimates were received from the various Rallways and the D.G. 
I.S.D., London sometime in November and December. Subsequent- 
ly modifications were received as and when necessary on the basis 
of which the estimates &ere brought upto-date and Supplemen- 
tary Demands were prepared As the Supplementary Demands 
were required to be presented to Parliament In the first week of 
March it was possible only to incorporate the changes which came 
to the notice of the Railway Board by the mlddlc of February. In 
respect of the accounts under examination i t  was stated that a 
report which was recelved from the D.G.1.S D London on 9th 
March, 1956 could not be taken into account as the Grant had been 
approved by Parliament on 5th March, 1956 

213. The Chairman obsewed that at present the  D.G.I.S.D. 
London was not furnishing infmmation wtth regard to th availa- 
bility of stores, the shipment position etc. at fixed intervals. He 
suggested that the organisation should furnish a report towards the 
end of January, fortnightly reports in February and thereaft~r 
weekly reports in the month of March. This arrangement would 
keep the Ministties etc. informed of the latest position and enable 
them to estimate their requirements w e  precisely. The Choir- 
mcrn desired that the queation might be taken up with the Ministry 
of Works, Housing and Supply at a later date. The Financial Com- 
miuioner (Railways) w e I p w d  the C h a i m n ' s  suggestion. 



Ganga Bridge Project-Interest Charges in connection with acqubb 
tion of tand-Para 9,  Audit Report, 1958 

244. Upto December, 1957, the Ganga Bridge Project Administra- 
tion acquired 5,989 acres of land valued a t  Rs. 1 crore. Out of this, 
about 5,540 acres were acquired under the emergency section of the 
Land Acquisition Act which provided for taking possession of land 
before the settlement and payment of compensation. The Act also 
laid down that interest at  6 per cent would be charged on such a land 
from the time of taking over possession till the compensation was 
finally paid. Due to delays in the settlement of compensation the Pro- 
ject had to pay a sum of Rs. 4,01,603 by way of interest. In reply to a 
question as to why the administration did not requisition the land 
earlier under the normal rules instead of resorting to the emer- 
gency provisions of the Land Acquisition Act, the Committee were 
informed that the Project Administration soon after their coming 
into being lost no time and applied for the acquisition of about 4,400 
acres of land in April/May, 1954. It  was also stated that even 
though the land was requisitioned under the emergency provision 
the possession was gwen to them only by July, 1955. Under the 
normal procedure, therefore. it would have taken much more time. 

245. With regard to the delay in settlement of compensation the 
representative of thc Railway Board explained that it was due to no 
fault on their part. The determination of compensation was a 
quasi-judicial process and was within the jurisdiction of the State 
Government. Payments for compensation were also made by the 
State Government officials. The ofkials of the State Government 
were also not to be blamed entirely as such delays were stated to 
be inherent in the Lmd Acquisition procedure. 

246. Thc Committee desired to be furnished with detailed time 
chart of a few cases indicating the dates of applications for acqui- 
sition of land, notifications issued by the State Governments, the 
dates when actual pcrssession was taken by the Project Adminis- 
tration and the date on which compensation was paid. 

247. The Committee also expressed their concem mer t h ~  
i w d i n a t e  delays which had taken place In the settlement of com- 
pensation. Such delays, they felt, were neither adzmntageacs to 
Government who had to pay interest, w were they in the interest 
or the cdtivatm he did not get the monky in time. 



Amendment to the Payment of Wages Act to ensure the recovery of 
debits from the Station T r a m  Stafl-Outstanding Recoonmen- 
dution-Para 81 of the 17th Report 

248. Certain amendments to the Payment of Wages Act were 
considered necessary to ensure recoveries of outstanding traffic 
debits amounting to several lakhs of rupees from the salaries of the 
Railway staff. In para 81 of their 17th Report the Committee coin- 
mented on the delay in settling the issue and suggested that the 
matter be examined at an inter-Ministerial meeting. 

249. The representative of the Ministry of Labour and Employ- 
.merit stated that it had since been decided to amend the Act and 
that a Bill to amend the Act would be placed before Parliament in 
the near future. He stated, however, that there were other amend- 
ments to the Act, some of which were still under examination, and 
it was proposed to bring forward a consolidated Bill incorporating 
all the amendments. I n  view of the urgency of the matter, the 
representative of the Ministry pron~ised to brin.g forward a separate 
Bill to amend the particular clause undm consideration instead of 
delaytng the matter any furthet.  

Southern Railway-Payment of Sales Tax on Coal intended for con- 
sumption in another State-para 19 of t h e  Audit Report, 1958 

250. One of the distribution centres for coal on the Southern 
Railway was situated within the former Hyderahnd Shtc  During 
the period 6th September, I955 to 31st October, 1956 about 3,11,554 
tons of coal were received a t  this Centre from the collieries within 
the State of which 2,79,30$ tons were re-booked for consumption 
outside the State. Sales tax was, however, paid to the collierlcs on 
the entire supplies and was paid by the collieries to the State Gov- 
ernment. According to the Attorney General's opinion dated the 
19th November, 1955 which was communicated to all the Railway 
Administrations in Februay ,  1956 no sales tax is payable in rtywct 
of a transaction or saIe when the goods delivered in one Statc arc 
later on despatched to another S:atc for consumption provided thra 
inkntlon to so despatch is known from the beginning. The Aurllt 
panted out on the 23rd October. 1956 that the paymcnt of Sales 
Tax or? coal which was rc-booked for consumption outside the State 
was therefore not correct A sum of Rs. 1,02,428 was accordingly 
withheld from the bills of the co1lier1r.s The Ministry of Law arc 
of the opmion that as the intention to re-book the C r ~ 1  to sheds 
outside the State had not been made known to the collicrics they 
could safely presume that the entire stocks were required for con- 
sumption within the State and that the provisions of Hyderabad 



Sales Tax Act were applicable to t h s  case. It was also stated that 
the collieries could recover the Sales Tax provided there was noth- 
ing to the contrary in the terms of contract and that the collieries 
were registered dealers under the Hyderabad Sales Tax Act. 

251. The representatives of the Railway Board stated that under 
the provisions of the Hyderabad Sales Tax Act the entire amount 
had to be paid to the State Government and thereafter refunds 
could be claimed in respect of goods re-booked to the places outside 
the State. It was further stated that although the Sales Tax had 
orginally been paid the amount had since been withheld from the 
Contractor's bills. 

Delay in prepratton of Completion Reports-Para 20, Audit Report, 
1958 

252. Normally, a period of three months is allowed for the 
closing of accounts after a work is completed. In the case of works 
-costing over 20 lakhs a period of 3 years is allowed for the prepara- 
tion of the Completion Reports. In spite of definite instructions 
issued by the Railway Board in 1952 delays continued in this 
respect. A review had disclosed that 8,279 completion reports were 
overdue by a year an the 30th September, 1956. 

253. The Financial Commissioner9 Railways stated that efforts 
were being made t o  complete those reports as quickly as possible. 
He also promtsed tv  fxrtzrsh a dernded statement shouvng the latest 
posltwn an t h u  regard ~ndtcatmg Inter alia the arrears which had 
srnce been cleared as well ns the cases ~ r h t c h  had fallen Into arrears 
subsequently. 

Non-arailabiltty of Vouchers tor Atrd~r-Para 21. Audlr Report. 1958 

254. I t  was reported t u  thi' C o n l r n ~ t t ~  thnt the t-ouchers and 
returns ~cqul.~rttoncd by the Ctl~cf Aud~tors to cur!. out statutory 
audlt of the accounts of the Ra~lways wcl-ts 11ot supplied to them 
promptly I n  moct o f  the rascs t h p  .-Iudlt were Informed by the 
Ra l l~ i iy  Adm~n~\ t r : r t~on  thnt thc vouchers and returns were either 
~;ntmcc:~blc, had 110: k n  rccc~tvd from statlons or were still with 
the Cash and Pay Department. The Audlt para disclosed that 
vouchcrs and sc'ttlrn.s, rcquircd b -4ildlt ~ v c r i ~  outstanding in a 
number of cilscaa Thtb Con~m~ttcv \ . i c ~ d  thc posltion as highly un- 
satisfactory 

255 The Ftnarrc~al Con~rntsstotwr R ( L ~ ; I ~ X I ! I S .  t..rplatned that (1s a 
result of a spectal drive the nnear h (1J  heen n ~ i n ~ n ~ i s e d  considern- 
bly Quotfng certatt~ facts and figtrrtps he stated that the nuniber 



ef outstanding vouchers etc. was much less now than the number 
given in the Audit pwa. 

Points outstanding fiom previous Reports-Para 22 of Audit Report, 
1958. 

256. In para 16 of Audit Report, 1955 it was brought to the 
notice of the Public Accounts Committee that the Sagara-Talguppa 
Section of the Southern Railway which was constructed primarily 
to serve the Hydro-electric Works of Mysore State, was running 
under an annbal loss of over one lakh of rupees. The Railway Board 
were, therefore, considering the question of dismantling the line. 
The representatives of the Railway Board informed the Committee 
that although the State Government had refused to share the losses 
as had been agreed by them earlier, they were not agreeable to the 
closure of the line as  it was stated to  be serving a social objective 
and it was hoped that the traffic on the line would develop further. 
The matter was, therefore, still under examination of the Railway 
Board./ I t ).''%Y 

The Committee then adjourned till 10.00 hours on Friday, the 
25th July. 19%. 



PROCEEDINGS OF THE FOURTEENTH, SITTING OF TKE 
ACOOUNTS COMMITTEE HELD ON FRIDAY, THE 25TA 

. JULY, 1958. 

257. The Committee sat from 10.00 to 13.25 hours. 

Shri T. N. Singh--Chairman. I 

2. Dr. Ram Subhag Singh 
3. Shri Arun Chandra Guha 
4. Shri N. R. M. Swamy 
5. Pandit Jwala Prasad Jyotishi 
6. Shri Rameshwar Sahu 
7. Shri T. Sanganna 
8. Shri Prabhat Kar 
9. Shri N. G. Ranga 

10. Shri H. C. Dasappa 
11. Shri Khushwaqt Rai 
12. Shri N. Siva Raj 
13. Shrl Jalpa: Singh 
14. Shri Amolakh Chand 
15. Rajkurnari Amrit Kaur 
16. Shri T. R. Deogirikar 
17. Shri S. Venkataraman 
18. Shri Rohit Manushankar Dave 
19. Shri M. Basavapunnaiah. 

Shri P. C. Padhi, Additional Deputy Comptroller & Auditor- 
General (Railways). 

Shri V. Subramanian. Deputy Secretaty. 
Shri M. C .  Chawla, Under Secretary. 



Ministry of Railways (Railway Board) 

Shri P. C. Mukerjee, Chairman. 
Shri J. Dayal, Financial Commissioner, Railways. 
Shri Karnail Singh, Member, Engineering. 
Shri M. N .  Chakravarti, Member, Stafl. 
Shri K.  B. Mathur, Member, Transportation. 
Shri N .  K .  Roy, Additional Member, Works. 
Shri N .  C. Deb, Additional Member, Finance. 
Shri S. R. Kalyanaraman, Additional Member, Commercial. 
Shri E.  W .  Isaacs, AdditiunuZ Member, Mecb icaL  

Ministry of Finance (E. 'A.  Department) 

Shri R. Saran, Deputy Secretary. 

[Shri R. G. Kamat. Chairman, Public Accounts Committee, 
Myswe Legislative Assembly accompanied by Shri K. S. 
Thimappa Gowda, Secretary of Mysore State Legislative 
Assembly was also present to watch the proceedings.1 

238. At the outset, the Railway Board's request for the with- 
drawal of the Memorandum which was submitted to the Committee 
seeking their approval to the raising of the limit of expenditure on 
traffic surveys on Railways fromrks. 10,000 to Rs. 1,00,000 for being 
brought within the purview of "new service" or "new instrument of 
service'' w& taken up for consideration and this was permitted b v  
the Committee. 

Excesses 

259. Excess over grants.-In the year 1955-56, there were three  
cases of excesses over voted grants and charged Appropriations as 
mentioned below: 



260, In the year 1956-57, there were 5 cases of excesses over voted 
grants as mentioned below: 

No. and name of the Fmal Grant. Acrual Excess Pcrccntagc 
Grant expend1 t urc of Excess 

Rs. Rs. Ra. 

~ R r v c n u e - P a y m e n t s  tu 
Worked lines- others 39,r I ,ooo 40,oI ,879 ~ 3 , 8 7 9  2 . 3  

5-Rcvenuc W o r k m ~  Ex- 
pcnscs--Rcpai~ and 
Maintcnanre 8 6 , 1 6 , 3 7 , ~  68.oq.z3,101 r,H7,86.101 2 18 

&Rcvcnuc Work~ng 
Expcnncs----Opernr~nn 
orhcr than Sta fl and 
Fuel . 15.p9.29,ooo 16.31.82.447 32.53.447 2.03 

There was an excess of Rs. 57,905 and Rs. 2,26,641 under charged 
expenditure under Grant No. 8 Revenue Working Expenses--Opera- 
tion other than staff and fuel and Grant No. 9 Revenue Working 
Expenses-.---hliscell~neous Expenses. !~qrc: : \ .c~!y .  

The reasons for all t t w  abovc c.sccsscs under each Grant n-r.rc 
furnished to the Committee by t h e  Ra11\vn;v Board. 

261 (;r.imts Nos 3 & 13 for 1955-56 \vcre stra~ghtway recommended 
by the Camrn~t t tv  to be regulnriscd As regards Grant Xo 15. the 
Comrntttcc critlclstd thc mlsclnsslficat~on and enormous adjustment 
of cost of certain matcrinls TIic Cotnmrttre iclt if the error was to 
he set r i g h t  at thw s tage ,  thr cb.~ct~s.s uwr~Id go to  Rs 84 Iakhs Tht" 
Commlttcc* desirtul to know as to when the credit entry was noticed 
and whethw i t  could not b c b  rwtifitul before the arcounts were closed 
The rcprtwntntivt~ of the Min~stry said that ~t was too late 

282 The Cnmmttte~ drrectcld t h e  M t n ~ s t q  to gtve conect figtrres 
to be regulatised in mn.wltnrio?t w i t h  the A Z ~ ~ Z ~ O T - G C I ~ O T Q I  k w p n g  
in view the abmw fact as to when it  I ~ Q S  discot-ered und t o h e r h e r  ~t 

couM not have hem set right before the accounts toere finalised 



Excesses, 1956-57 
263. Grant No. 1-Revenue-Railway Board.-The Committee 

desired to know what check the Railway Board exercised to control 
the periodical expenditure on printing work and to avoid any excess. 
While the representative of the Ministry admitted of the existence 
of a machinery in the Railway Board to watch printing charges, he 
submitted that the correct charges could be obtained only from the 
Controller of Printing and Stationery, He further added that the 
amount given by the Controller of Printing and Stationery was 
Rs. 73,000 less than that for which debits were raised later on. 

264. Then the Committee, referring to the Supplementary Grant 
of the Ministry of Railways, desired to know how they had asked 
for it under 'Pay of Officers' whereas they required money for 'pay 
of establishment'. The representative of the Ministry of Railways 
submitted that the Section Officers of the Board were treated as 
Class 111 officers, while they were intended to be treated as Gazetted 
Officers and that this resulted in the misclassification. 

265. It was also explained to the Committee that cost accounts 
were maintained in Railway Printing Presses and that all items of 
work were charged. When asked about the date of appointment of 
additional Members of the Railway Board as recommended by the 
Estimates Committee in 1955-56, the date was given as 26th June, 
1956. 

266. Regarding the delay in adjustment of debits regarding print- 
ing work, the Committee suggested that the Mmistry should take 
steps to remind the Department concerned and get a statement in 
Februury of each year and not leave it to the Controller of Pnnting 
and Stationery and Accounts O@e. The Mtnistry's representative 
amwed the Committee that any recurrence of a similar case will be 
avorded. 
Grant No. 3-Papeuts  to worked lines and others: The Committee 

gave their approval for recommending the regularisation of this 
item of Excess. 

Grant No. &Revenue W m k n g  Expenses-Repairs and Maintenance 
267. When the Committee pointed out certain omission of under- 

estimation in the Board's estimates, the representative of the Minis- 
try regretted the mistakes. Asked about the action taken against 
olficials responsible for the act of omission, the representative of the 
Ministry stated that the matter was under consideration. The Com- 
mittee emphasised that such acts of omkkion should abo be taken 
mwiow note of  by  the Railway Board. 



The Committee impressed upon the Railway Board the need for 
avoiding both over-estimation and under.estimation in the 7mdget 
provisions. 

268. When asked to explain about the reasons for surrendering 
Rs. 25 lakhs under this Head, the representative of the Railway Board 
stated that it was a mistake on the part of the staff who were in- 
experienced; it was also partly due to the introduction of the divi- 
sional system in the Central and Western Railways. 

The Committee desired the representative of the Ministry to 
obtain and furnish details which lead to the omission of items worth 
Rs. 814 lakhs under Grant No. 5. 

269. The Committee stressed t h e  need for realistic estimating in 
regard to repairs and maintenance.. as i t  was found that for the past 
several years there have always been vet9 large excesses under 
'Repairs and Maintenance'. The Committee found that even routine 
items of expenditure such as oil etc.. were not provided for in the 
Western Railways and this was regrettable. The Committee were 
very critical a h m t  the failure of the Eastern, Northern, North-Eastern 
and Wcst4tn Rai l tcq~s  to k e ~ p  proper control over expmditcre 
especiallg u-hen the!/ harp therr o ~ r n  accounting authority. The 
Committee called for a note  from the Railway Board about the action 
they proposed to take in such cases as referred to under this Grant. 
The Committee impressed t lnm rhc Board t h a t  the Railways were 
being n rn  as a commercial department and, rherefore, greater efici- 
a c y  should be ensured. The Committee pointed out that the Rail- 
ways were not up to the mark in the matter of control over expendi- 
ture though in regard to the estimates of projects, they were better 
than other Ministries. 

270. The Committce remarked that  their o b s e ~ a t ~ o n s  relating to 
Grant No. 5 wWere applicable to this Demand also. 
Grant No. 9 (Voted)--Re~~niie Wnrking E.rprns4.q-Mtsrellanen~~s 

E.rpendtture 

271. The Committee desired to know the reasons for the omlssron 
to provide for Rs. 143 lnkhs In thc Budget for Departmental catering 
which is referred to on pagc 1 I of thc Review on the Appropriation 
Accounts for 1956-57 espcrially when Departmental catering was an 
approved policy. The representative of the Board could only say 
that the policy was formulated during the course of the year and. 
therefore, they had recourse to Supplementary Grant. 

~f(Al i )  1.S-7 



271. Explaining reasons for the losses in Departmental catering, 
the representative observed that it was because of the payment of 
salary etc. according to the prescribed scales for employees in other 
Departments which was not so when catering was in the hands of 
private contractors. The Board was asked to give a complete state- 
ment of details of loss, etc. Railway-wise in departmental catering 
for the last four years. 

272. The Committee next turned to the losses narrated in Chapter 
I1 (vi) (Para 23) of the Audit Report 1958 and w e ~ e  greatly con- 
cerned a t  the  losses due to accidents. The Board's representative 
explained that the reason for the increase in the number of acci- 
dents was mainly due to the human element which was not always 
infallible. He stressed that the latest mechanical devices wcre being 
employed to ensure greater safetv in the movement of traffic and to 
decrease the number of acc~dents. The  Comnrit tee t hotlght that 
better and stricter steps were necessary to avoid the increasing 
number of accidents. Asked about the implementation of the recan-  
mendation of the Committee appointed to enquire into accidents, the 
representative of the Board submitted that they \vere being imple- 
mented in so far as they could be implemented in practice. 

Grant No. 9 (Charged)-Revenue Working E.rpcnses-Mlscellnn~ous 
Espenses: The Commtttee desired that t h e  Ra~ltlqng Board should 
watch the progress of expenditure properf!, ns the Comm t t tec  
were not satisfied w i t h  the e.rtsting s ta tc  of clffntrs. 

Ex-post-facto sanctions 

Para 5 (Introduction) of the Seventeenth Repor: 

273. In para 5 (Introduction) of the Seventeenth Report. the 
Committee laid stress on devising a proccdurc in rcspcct of accosd- 
ing ex-post-facto sanctions by Finance. Thc Comml t t  cc wcre thcn 
assured that the  matter was engag~ng the attcontion of C~c~vernmcnt. 
The Committee referred to the note furnisticd by Finance in this 
connection and suggested that the Railway Board should n1.w w e  
that note and communicate their views to thr  Committee. 

O v e w y m e n t  to a manufacturing coinpan?p-Paru 9 of the Scoen- 
teenth Report. 

274. The Committee in para 9 of the Scwentccnth Report had 
expressed their concern over the delay involwd In settling the caw 
with the firm. From the facts furnishtd by t h ~  Railway Board, it 
was clear to the Committee that the Ministry of Railways had not 



appreciated the full implication of the term "commercial price". Had 
the persons who negotiated this contract borne in mind that the term 
"commercial price" included an element on account of "place extra" 
(in the present case, no "place extra" arose as the supplies were 
made at the factory itself), the overpayment could have been avoided. 

275. The Chairman then observed that due to delay 'in adjust- 
ments between the steel manufacturers and the Freight Equalisation 
Fund a t  the close of each year, a substantial amount was lying at the 
disposal of the manufacturing concerns. The representative of the 
Ministry of Railways pointed out that thrsc accounts were maintained 
by the Ministry of Commerce and Industry. Thc Chairman suggest- 
ed that the Railways should also look ~ n t o  t h ~ s .  

276. In para 28 of thr  Sc-ventccnth Rcport after taklng into co11- 

sidcrnt~on all arpclct> suhmltted to thvm, the  Committct. had suggesr- 
cd that the mattcr should bc esamined by  t h t  Railway Board in 
consultat~on ~ 7 1 t h  tl)r~l L c x p t i  Advlsc I In London and further ac t~on 
takm Thr Commlttc*e also dcslred :o be mformed of the progress. 

278 The C' ( l r l l t l~~ r r~c  f o l r  r h n r  r i l v  I Y I \ C  1i.0, lie: i ) i i  r . x l ~ ~ d  7 ~ 1 t h  t-:gour 
1)?1  the' Ra~!~iw!r Honrd r i oliyii t ) I ( -  rotcll Io.\s w o a  rv;) )rtcld to  be 
Rs .  9 . 8 7  l d : h . ~  1 1 1  19%; \ . i d ( b  ~ I ) I J V * ~ ~ . . I -  1.1 10 tht* 17rh R m o r t .  ~t I ~ G S  
ricm9 been rt*tlisrti t o  Rs 3 ,  8 lnkh, t  on/!,. 0 ;  t h r s ,  ovly 50 per cent 
has been taken ltttn ac.c~~unt  for  l,rirpost3s of st-'ttlmg t h e  c la~m agatnst 
the manufact urirq firm Thc clntm was t r l  t ~ r ~ r c l  y settled at 
[ 10.000 I c about R3 1 3 lrikhs T h c  Coiurnrttet. could not hare any 
sorufactor!/ c.z*~)lntic,tir,rt f o r  rhc s m l t i ~ ! ~  d o w n  h p  50 per cent. The 
Chairman obscrwYi that thr* R;illiv:~y Hoard ~n this c a w  had thought 
of procrrding n g ~ l r w  the ctmxult~ng cnqlneers for having accepted 
the cfefwtivr designs Thcy had n ciiscussion with the Managing 
Dlrcctor of the firm of mnnufncturcrs when hc was at  Delhi and 
decided to drnp thc ccw Thf* rnsr was Inter .on pursued with the 
manufacturerz; again. No record of thc discussion had been kept. 
One af the pleas put forth hy thc n~nnufncturers was that the case 



had been settled by their Managing Director. The C h a i m n  deplot- 
cd thut such discussions regarding a case which had legal implications 
were not pursued by exchange of letters regarding their precise scope 
and extent. The Committee thought that this case would have taken 
a diflerent turn had the elementary precaution of reducing to writing 
whatever talks transpired between the Managing Director of the firm 
and the Chairmun of the Railway Board hud been taken. The Com- 
mittee stressed thut in all such cases, a sumnuzry of the talks held 
should be maintained and exchanged be tuw? the Railway Board 
and the firm which would go a long way to avoid an?/ ambigkity of 
expressions used. 

Wasteful Expenditure due to excessive sanctwn of cleaners in th.e 
Loco Running sheds of a Division-Para 52 of the Seventeenth 
R W .  

279. In para 52 of the Seventeenth Report, the Committee had 
desired the Ministry of Railways to inform them about the discip 
linary action taken against the officials who were responsible for 
working out, proposing and accepting the erroneous assessment. 

The Ministry furnished to the Committee the following details:- 

Divisional Accounrs Oficcr Censure 

.\ssisrant Personnel Officer Withholding of c f ,  nf special contribution 
to Provident Fund. 

I)~vis~onal Mechan~cal Englnecr . D~splcasurc nf Board commuq~arcd  

Sub-head ck)nierncd Pcnalry of w~rhholding ncxr increment for a 
pcnod of 2 years u i t l ~ w :  affccttng the 
future Incrcnlcntq. 

W~rhholdlnq of IS:/, (11 spcctai ctrnrnhurton 
! o  Provldcnt Fund 

280. The  Commattee noted wtth regret t h t  the penalty for the 
lower shfl was heavier than those awarded to the higher oflcials 
whose responsibilities were greater. After hearing the method 
adopted for awarding punishments etc. the Committee were not 
convinced about the procedure adopted 

The Ministry's representative agreed to review the cases once 
again 



301. The Committee also suggested that the qualification record 
rr well as the individwl oflcers' personal file should be examined 
when questions relating to their departmental promotions wem con- 
sidered so that all aspects relating to the individual o*er - b e r e  
taken into account and impartiality maintained. 

Nmth-Eastern (Ex-Assam) Railway-Non-payment of Railway dues 
by a commercial concern-Para 71 of the Seventeenth Report 

282. In para 71 of the Seventeenth Report, the Committee had 
desired to be informed about the steps taken by the Railway Board 
to recover the sum of Rs. 1.07 lakhs due from the firm of contractors 
of the Shillong out-agency on the old Assam Railway. The Com- 
mittee considered the note submitted by the Railway Board. 
When asked whether the immediate payment of Rs. 30,000 had been 
made, the representative of the Railway Board stated that the matter 
was pending before the Board of Directors of the Company for the 
last six months and that the out-agency would not be given to the 
Company unless they paid Rs. 30,000 first besides a security of 
Rs. 20,000. Explaining how the claim of Government was time- 
barred as regards Rs. 32,000 which was stated to have been waived, 
the representative of the Board explained that they could not get 
hold of the record of the firm which was wound up and therefore it 
had to be waived. 

Cmnpensatron puld to the Hourah-Sheakhala Light Ratlway-Para 
9 of the Fourth Report 

283. The Committee had in para 9 of the 4th Report (Second Lok 
Sabha) taken a very serious note of provisional payments as already 
objected to by Audit in 1946 and 1948 

The Board's note submitted to the Committee was considered by 
them. It explained the circumstances under which the proklsional 
payments were made. The Ministn's representative also explained 
the details of the case which lead to continuous payments and the 
causes for the delay in arriving at a decision. 

284. The Comrn~ttee werc not convinced of the arguments advanc- 
ed by the represcntatlvc of the Board either regarding the delay in 
the Ministry in taking rt decision or the circumstances leading to 
provisional payment and had, therefore, to record their displeasurt. 
about the delay in the Rnilway Board and the Eastern Railway. The 
Committee dcpmnted the system of provisional payments in spite 
of audit objections and r m r d t d  thnt the case must be settled quickl!. 



Manufacture of Eocomotives and boilers by TELCO-Para 65 of the 
Fourth Report 

285. On the basis of the recommendation of the Committee in 
para 65 of the Fourth Report, the Committee desired to know what 
would be the price of metre gauge, YP locomotive. The Ministry's 
representative replied that it will be Hs. 3-61 lakhs for YP locomo- 
tive and for YG it will be Rs. 3.72 lakhs. (76 per cent of the cost of 
manufacture of a WG loco). Thc Committee desired to know the 
reaction of the Board to their recomnlendation regarding price fixa- 
tion of TELCO Locomotives. 

286. The representative of the Railway Board submitted that it 
would be better if details are not d~scussed at that stagc as the 
Board had decided to refer the matter to arbitration. When askcd 
about the provision of law under which the Board had decided for 
arbitration. clause 27 of the agreement wss citcd. I n  reply to another 
question as to whether i: was obhgatory under the ngrrerncnt to go 
in for an arbitration. the ~eprcsentatlve of the Board statcul that 
when both parties agreed, they can always have an arbitration. After 
going through clause 27 ,  the C o m ~ n ~ t t e c  wantrd t ( ,  know the relc- 
vance of this clause zw-a-1.1s arbitration. The ~~eprescntative of the 
Board pointed out ~t was not under that clause: but they h a w  decided 
mutually to have a High Court Judgc as s ~ l e  al-t,~trator lfrhcn the 
Committee asked whether the points to bc hrouek: hcfore arbltra!ion 
had been finalised it was stated by the rcprc.wn:atlve of thc R ( ~ a r d  
that the main and sole point was about price The Cammtttee stres- 
sed that the terms of reference shou!d he p r e c ~ s c l y  f r a m d  as t jngtle 

references tntght lead to  a l l  kmds of conipl~cnrlon~ 

287. As regards other outstanding r~.cc~rnmr~nda:ions, the Com- 
mittee obsewed that ~f nccesswy the B u a d  \ ~ ~ t i l ( i  be addressed by 
the Lok Sabha Secretariat. 

The Committee then adjmlrncd. 



PROCEEDINGS OF THE TWENTY-THIRD SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON THURSDAY, 
THE 4TH SEPTEMBER, 1958. 

288. The Committee sat from 15.30 to 15.45 hours. 

Shri N. G. Ranga-Chairman. 

2. Dr. Ram Subhag Singh 
3.  Shri Arun Chandra Guha 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Rameshwar Sahu 
6. Shri T. Sanganna 
7. Shri Upendranath Barman 
8. Shri Prabhat Kar 
9. Shri N. Siva Raj 

10. Shri Khushwaqt Rai 
11. Shri Jnipal Singh 
12. Shri  Amolakh Chand 
13. Shri  T. R. Dcogrikar 
14. Shri  Rohit Manushankar Dave 
15. Shri M. Basavclpunnaiah. 

Shri  P. C. Patihi, Addrtrot la l  Drputg Comptroller and 
Audctur-Gcncml (Ra i lways) .  

Shri V.  Subramnnian, Depur!~ Sccretnry. 
Shri  M. C. Chnwln. Under Secretary. 

289. I n  the nbscnce of thc Cha~rman.  Shri T. IS. Singh, the M e w  
wrs of the Committee. chose Shr-I 74 G Ranga, to act as Chairman 
far  the sitting in terms of sub-rule (3) of Rule 258 of the Rules of 
Rocedurc and Conduct of Busincss in Lok Snbha. 



290. The Committee considered their draft Ninth Report on 
"Excesses over Voted Grants and Charged Appropriations included 
in the Appropriation Accounts (Railways), 195546 and 1956-57 and 
Appropriation Accounts (Posts and Telegraphs), 1955-56" and op- 
proved the same with certain verbal modifications here and there. 

291. The Committee authorised Shri T. N. Singh, or in his absence 
Shri N. G. Ranga, to present this Report on their behalf to the Lok 
Sabha on the 9th September, 1958. 

The Committee' also authorised Shri Amolakh Chand to present 
this Report to the Rajya Sabha. 

The Committee then adjourned. 



PROCEEDINGS OF THE THIRTY-SECOND SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON TUESDAY, THE 
2ND DECEMBER, 1958. 

292. The Committee sat from 15.00 to 15.45 hours 

Shri  N.  G. Ranga--Chainnun 

2. Shri  Arun Chandra Guha 
3. Shri  N. R. M. Swamy 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Upendranath Barman 
6. Shri Prabhat Kar 
7. Shri H. C. Dasappa 
8. Shri Arnolakh Chand 
9. Shri  T. R. Deogirikar 
iO. Shri  M. Govinda Reddy 
11. Shri Rohit Manushankar Dave 
12. Shri  M. Basavapunnaiah. 

Shri A. K. Chanda, Cvmptroller and Auditor-General of 
India. 

Shri P. C. Padhi, Additional Deputy Comptrolle~ ami 
Aditm-General  (Railways) . 

Shri V.  Subramanian-Deputy Secretary 
Shri M. C. Chawla-Under Secretary. 

293. The Chairman explained in brief the item on the agenda 
vu., the Demands for Excess Grants pertaining to the Railways for 
the year 1953-56, which had been presented to Parliament in pursu- 
ance of the recommcndat~ons of the Comm~ttee contained in their 9th 
Report. Under Grant No 15-Construction of New Lines, the Minis- 
try had asked for the Vote of Paillament for a sum of Rs. 1,34842 ns 



against Rs. 8,67,331 recommended by the Committee for regularisa- 
tion. While recommending the regularisation of the excess amount 
of Rs. 8,67,331 the Committee had observed that credits had been 
taken erroneously under Grant No. 15 instead of another Grant (No. 
17).  This erroneous credit of Rs. 7 .32  lakhs had the effect of reduc- 
ing the excess under Grant No. 15 to the figure of Rs. 1.34.842 as dis- 
closed in the Appropriation Accounts. 

The Committee, therefore, observed as fol1ours:- 

"* * * But for the erroneous credit of Rs. 7 . 3 2  lakhs men- 
tioned above, the real excess in Grant No. 15 would be 
Rs. 8.67 lakhs and it is this real amount of excess that 
needs to be regularised. * * *". 

294. When the discrepancy was pointed out to the Ministry of 
Railways, the Chairman m i m n e d  the Committee, the Financial Com- 
missioner Railways sought a n  intcs\-icw ~ v i t h  him for discussing the 
matter. In the course of discuss~on on the 29th Novcmbcr, 1958 the 
F.C. mentioned that there v\.:is some misunderstnndlnq in the minds 
of the officials of the Railtvay Board in intcrpretlng the recom- 
mendation of the Comrnittct.. :Iccording to them although the 
amount of Rs. 7 32 lakhs 1s.x shn~vn in the Report of the Public 
Accounts Committee, the real intention of the Committee was that 
the amount of Excess of Rs. 1.31.842 only required Parliament's 
approval. He added that if the erroneous c r c d ~ t  of Rs. 7 .32  lakhs 
was to be taken into account for the pus11 , of regularisation by 
Parliament, an excess debit of Rs 7.75 lakhs  representing the 
erroneous adjustment of the cost of the certain materials before 
actual movement from the Stocking Depot, u ' h ~ r h  almost counter- 
balanced the erroneous credit should also be taken lnto account. I n  
that case the real excess would be ab0ut Rs. 90,000 only. He conclud- 
ed by saying that thc question before the Comm~ttee was whether 
the e-roneous debit should be taken ~ n t o  account for  thc  purptrsr of 
arriving a t  the real cscess in :hc case undrr cs , r r r~l~:~t lon and i f  so 
what further course should br  adoptvd to settle the issue 

295. The C. & A. G ,  stated the background of thc princip!c 
enunciated by the P A C .  in thclr 23rd Rcport that any es tabl ish4 
mis-classification in the Appropriation Accounts which cithcr attracts 
or avoids the n m s s i t y  for regularisatlon of any excess by Parlin- 
ment, would be taken into account in making their rccammenda- 
tions to the Parliament. This had already becn acccptcd by the Gov- 
ernment at the tlme of pmsenting the Demands for Excess Grants 
(excluding Railways) for thc gear 1953-54 to Parliament in Mav, 
1957. The recommendaticm of the Comnrittec in the caw undcr con- 
sideration was based on this principle. 



296. As regards the debit entry of Rs. 7.75 lakhs representing 
the premature adjustment of the cost of certain materials before 
actual movement from the Stocking Depot, the Committee observed, 
i t  was not "an error of classification" within the meaning of the 
principle laid down by the Committee referred to above. This fact 
had already been made clear by the former Chairman of the P.A.C. at 
the sitting of the Committee held on the 25th July, 1958 when this 
matter was discussed with the officials of the Railway Board. 

297. The Committee, therefore, came to the conclusion that there 
was no reason for making any change in their recommendations ar 
set forth in para 3 of their 9th Report and the Ministry of Railway. 
might be advised to take necessary action for regularisation of the 
amount of Rs. 8,67,331 as already recommended by them instead o! 
Rs. 1,34,842 as shown in the Book of Demands for Grants. 

The Committee then adjourned 



PROCEEDINGS OF THE FORTY-EIGHTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON SATURDAY, 
THE 4TH APRIL, 1959. 

298. The Committee sat from 15.00 hours to 16.15 hours. 

2. Shri Arun Chandfa Guha 
3. Shri N. R. M. Swamy 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Rameshwar Sahu 
6. Shri Upendran& Barman 
7. Shri Prabhat Kar 
8. Shri Raghubar Dayal 
9. Raj kumari Amrit Kaur 

10. Shri Amolakh Chand 
11. Shri T. R. Deogirikar 
12. Shri S. Venkataraman 
13. Shri M. Govinda Reddy 
14 Shri Rohit Manushankar Dave 
15. Shri M. Basavapunnaiah. 

Shti P. C. Padhi-Additional Deputy Compt~oller and 
Auditor-General (Railways). 

S h  P. V. Raghava Rao-D~rector of Audlt,  F.R.S.C.S.&M. 

Shri V. Subramanian-Deputy Secretary. 
Shri M. C. Chawla-Under Secretary. 

299. The Committee considered their draft 15th Report on the 
4ppropria tion Accounts (Railways), 1955-56 and 1958-57 and hud t 
Reports (Railways), 1957 and 1958 and approved the same wlth 
certain minor modifications here and there. 

The Cmmlttee then adjourned. 



APPENDICES 





of any new work not contcm- 
plated in the original budget 
should hc cxcrcisc~i. 

raised in para 10 of the 13th 
Report of the Committee 
which is under consideration 
by the Ministry of Finance 
in con.;ultation with the other 
Ministries and the Railway 
Ministry would await the deci- 
sion [See Appcndix XXII of 
Vol. I 1  of IV Report (2nd 
Lok Sabha).] 

7 9(XVII) Railwnyi T h e  question of rccwcq of the Notc rcccived (Appendix \'II) Please see paras I 13 and ,- 
fwipht *mounting to HF. 10 i 14 of Report. 0 

Q) 

Ii~khs paid in rxccss to thc 

l 'hc ('omm~ttce 41ould bc In- Earlier note from the Ministry Please see paras 115- 
formcd of the. rr,cult of thc is at Appendix X X V  of the 119 of Report. 
claim for rtrmpcnmtion from Fourth Repon (2nd Lok Sabha). 
thc manufact urcrc for t hc Funhcr notes rcceived-Ap- 





and accepting the crroncous 
assessnrc,it of the numbcr of 
clcmcrs required in thc 
Loco Running She&, which 
rcsultcd in an cxccss cxpen- 
diturc cstimutcd ovcr Rs. 2 
Iilkhs, should tx intimated to 
t hc Comniittcc. 

act ion taken on rccommenda- 
tion No. 17 (on exces4ve 
nunihcr of clcancrs engaged in 
the 1,oco Running Sheds of 
thc Northrrn Railway) of 
the 17th Rrport (1st Lok 
Sahha) of the Puhlic Accounts 
( h m r n ~ t ~ c r ,  it  is statrd that 
thc fi,llou.~np disctplinar); ac- 
tlon has bccn takcn sgdinst 
thc thrce p ~ c ' t t c d  cficcrs 
found responsible for the lapse 
in that caw :- 

(I) The penalty of censure has 
bccn imposed on one 
officer; 

(ii) 'The 6-cond officer having 
retired from s e n k c ,  5% of 
the .;pc.cial cnntributinn to 
his provident fund has bcen 
wilhhcltl; and 0 

( t r r )  l'hc Roar~l's displeawre 
ha% heen communicated to 
the third officer. 

2.  Thc non-pxttci l  staff found 
rrqmnsible for thc lapse in 
that caw h a w  bcen ptnalised 
as dctailed below:- 



(17 The penalty of withholding 
of the next incremrnt for a 
period of two yrars, without 
c ffCcrinp his future incre- 
ma-nts. has Men imposed 
on thc ruh-head concerned; 
and 

f i i )  t hc accountant cclnccmcd, 
h n v i n ~  prncYe&d on leave 
prcp Ir'rtnF to mir ing  from 
servicc, it has bee-. decided 
to ~vithhnld 15% of Special 
(:cwt r i twticvi to his Provi- 
cieri! FunJ .  

This  has txcn seen by Audit. d 

6. 6gXVII )  Rai!wayt . T h e  Cornmittec wc)uld draw S o t c  rcccir ed (Appcrlc,l\: S X Y )  Further developments 
8 

the arrrntion of the H.iil\vay of I .  I of 1:ourth Kcport awaited. 

thus ensure that a fair return 
of rent comtncnsurat:- with 
the capital cost is obtained on 
all residential buildings. -- - - . - . - . - . 





8. 71QCVII) Railwaya . The Committee should be in- Note received. (Appendix XXIX) See paras 122 Jr 123 of 
formed of the stcps thc Rail- of Vo1. I1 ut' Fourth Report Repcqt. 
way & m d  ccmtcmplatc. to (2nd L ) k  Sabha). Xegotiations 
effcct rccovcry of k. I '07 with the firm started with a 
lakhs outstmding from a vlew to scttlc the matter. 
firm of contractors \vt:ich was 
working the Sh~llong out- Furthcr h'ote at Appendix X. 
agency on the Old .%sam 
Railway. 

9. 72(xVII) Do. In the intcrcst of current work, Necessary instructions to the No comments. 
the Railway 13cmrd should North Eastcm Railway Ad- 
cvolvc an ad hoc prvccdure minis1 ration have since been 
in consultation with Audit issued. 
whcreby the fdlowing ar- 
rears which darc back to tcn 
years or so and which arc 
not readily susceptible of vcri- 
fication with thc vouchcrs in 
the Accounts Department 
at such a distant date can be 
liquidated : 

(a) Incomplete and inaccurate 
posting in Works Rcgisters 
remaining to bc set right; 

(b) Reconciliation of Accounts 
Office Works Rcglst~rs with 
Departmental W' )rks Kcgis- 
ters to be complctcd; - -4 -- 





I I of qt h Report (2nd Lok Sab- 
t ~ u  Xotc rcceivcd from hlin- 
istry of Labour states that the 
proposal icrr amendment c~f the 
P,lyrntnr vf Wagcs ACT, 1936 to 
pcrmit cieduct~ois t i w  recovery 
r d  trr~ffic debits (for loss on 
account of counterfeit or  base 
colns and mutilntcd or forg. d 
note accepted by the staff) 
has neen included in the sc cond 
batc.h of nmcndmcnts which 
has twcn rcfcrred to the various 
intc~rcst s concerned. Finalisa- 
t illn of' the amendment will, 
hc~wever, take time. 

Government prbpoat 
to introduce a Bill to 
amend the Payment 8 

of Wages An, 1936. 
T h e  Ministry of Rail- . 
way8 may state the 
improvements efic- 
ted in the recovery 
of outstanding8 of 
traffic debitc. 

13 5 (Intro- Rairways Thc irrclzulnritic\ and financial Note subrllitted by Ministry of The  Committee defer 
duct ion) lo.rsc.; rcfcrrcd t o  ill plras 40 Works, Housing and Supply consideration of this 

W.ZJ.&S. and 70 of' rhc Ikport cli.;closc hppcndix XIV. matter till such time 
laxity in thc administration of they next examine the 
I'urchasinp Organisations at>- Railway Accounts. 
road. A tightening up of the 
Orpnisstions and excrcise 
of' greater vigilance over all 
purchases of stores arc very 
necessary a1 this juncrurc.. 

. - 
I .  '~(Intro- Railways I he ('ornmitrce notice that in- 'I'hc Committee's observations No comments. 

d u d o n )  spitc of rcpcatcd o l w r v a t i ~ ~ u  have b x n  noted in th.: Atinis- 
A11 Ministries in rhe pila, there arc long dc- try of I i i lwya ; .  I n  future -- - _ _ _Y_ _ _  _ _ _I_ . .- - ----- 

a 



la s in submiskm of Notes/ 
MYarorsncia by the Ministries. 
Such delays result not only 
in W x a t i n g  the programme 
of business of the Conunittee, 
but due to lapse of timc, the 
criticisms and suggestions in 
tespcct of some of the vitally 
impcmant procedural and 
financial issues lose much of 
their force. 

endzwour will be made 
to urnish noteslmem xanda 
ctc. with the least passible 
delay. Cabinet Secretariat 
(0 & M. Divisian) have issued 
instru~zions to all Ministrieo. 

r b  Reilwqa . In the Gmrnittec's opinion the Note submitted-Appendix XI. See paraa 124-128 of Re- 
General Manager of the Edst Dart. IL 

hi Minisun, Indian Railway had not only 
erred in his judgement in not 
paying attention to the obicc- 
tions raised by Audit in 1948 
but had acted in an irrcspon- 
siblc way in continuing ,to 
makc payments of largc sums 
to the Cim~pany ttvice i e . ,  in 
195 r and 1952. Equdllb, the 
C:hicf Accounts Officer crrcd 
in making these payments 
without the sanctim of the 
competent authority, although 
in such cases pn>visional pay- 
ments we= not pamissibie 
under the Rules. The Glm- 



mirtce consider that the Rail- 
a Rtxirli were not also 
blameless in the matter as 
the). took nearly two yeam 
(July r g p  to January 1954) 
to m c h  a decision. Rccausc 
of this delay the payment had 
to be continued for a further 
pcriod of t s can .  

I 3  13 -m- I'hc ' ~ n r n m i n c c  d c p r a t e  the T h e  Public Acownts G>rnmit- NO comm?nm. . syitcm of provisional payments tcc's ohsen-ati ,m have been 
as it involvcs a numtxr of r l  ,ted in the Xiinistry of Rail- 
complications e.R., dilficulty W3VF .\nd rcmcdi~l  instruc- 
in recovery of overpasmcnts tions fi)r thc futurc have been 
due to Payment of Wagcs Act, iswed. 
etc. 

Do. T h e  C~,mmittee arc diqtressed Note received-.\pp~nJix XV. ' NO comments. 
to see the grcat ncgligencc in 
appointing the eight hamal's 
in Western Railway althou::h 
according to thc tcrmv of 
contract the work was to be 

ormed by the contractor. C" he Ckmmittec lcarn that the 
disciplinary aspect of the case 
is undcr examination of the 
Railwav Board and they 
would fike to point out in this 
connection thcir oft-repcnted 
observation that disciplinary 



action to be effective must be 
prompt and speedy. 

I 7. 18 U 19 Rai1wq.r , Thc Committee feel that undue T h c  (hmmittcc's observations No comments. 
emphasis on previous cxperi- have k e n  brought to the notice 
encr of contrmors would cut of all the H a i l ~ ~ y  administra- 
across thc very principle of tions for their guidance. 
inviring open tenders and by 
shutting out all newcomers, 
it  would tenci to crcatc mono- 

* polistic tcndcnc.ics. 'I'hc G m -  
mittcc trust tIi;tt thc inctruc- 
tions iswc~l by rhc Railway 
Iloard in Junuary, 19-56 in 
pursunnce of para 72 cjf thew 
'I'hinccnth Rept,rt \vould be 
strictlv adhcrcd to. Thc Board 
have irilprcscd therein the 
nccll for ullowing the 
p r r s ~ ~ i l x c l  pcricd t ) f  noticc for 
sul-niii.;ion of renticrs. l 'he  
< i>mmittcc dcsirc that sufi- 
cicrlt noticc should also be 

in cascs where the F- 
titications in a tender have 





-.- 
I a 3 4 5 6 

-- - -- - . .- -- --- --- 
fot the omission to 
settle terms before 
construction of the 

settling the terms with the 
Colliery bcfim construction of 
the sidings had resulted in 
an unsatisfactory situation. 
They would urge that the 
matter should be investigated 
and responsibility fixed for 
this omission, and for the in- 
ordinate delay in settlement. 
They would also like to be 
informed of the action that is 
being taken by  the Ministry 
to effect recovery of 
Ks. 1,46,630 from the Colliery. 

The Committee expect that the 
change over to uniform rates 
for s d n g  chargcs would be 
completed by the cnd of June, 
1958 by which time thcy hope 
to takc up examination of the 
next Railway Accounts. 

* 30 Ri;lffap T h e  Ckrnmitree appreciate the Note subrTlitt,:l-.\ppen need fix encouraging Co- 
operative Orgakatlons, but 
they feel that being a Com- 
mercial Department, the 
Railways should not ignore 
business principles. 

siding might be com- 
municated to the 
Committee. 

No comments 



Do. 

They are also'distressed to see 
the long delays ontche part 
of the Kilway Hoard in taking 
decisions in this case and de- 
sire that the ca\e should be 
rettlcd without further delay. 

'The Committee are surprised 
that some bf the old concess- 
ions obtaining on the ex-State 
Railways are k i n g  continued 
even aftcr three to four ycxs 
after their integration. It 
is time the H d w a s  Admi- 
nistration rcvieri s the p s i -  
tion completely and intro- 
duces uniformity in rates. 

The  circumstances under which No comments. 
the particular rate in question 
continued after the integra- 
tion of the Saurashtra Rail- 
way have been given in para 
32 of the Report. The rates 
and fares generally in force 
over the Indian Government 
Railways have already been 
enforced on all the Ex-State 
Kailways, which have been 
integrated with the Govern- 
ment Railways. 

All Railways have now been 
instructed to review the 
position to ensure that r.a 
old concessional freight rates 
continue to be in force. 

2 36 Do. Thc Chnmittce desire that the Note rcceived-Appendix XIX. The Committee may be 
Kailwa): I h r d  should examine informed about- 
the f'eavbility of taking over 
assisted and private sld~ngs (13 the result of exmi- 

. on the ex-Saurashtra Railway nation regar- - --- - - -. -- - --- .--- -- 



(now merged in Western 
Railway) from the Bomhay 
State and bringing them 
under the control of thr 
Railway Board. 

a3 38-39 Railways . The Committee feel that ob- 
viously the economic utilisa- 
tion of Railway stocks should 
be the responsibility of the 
Railway Board. 

The Committee are surprised 
that in spite of the suggestion 
of the Dcputv Chief Engi- 
neer to curtail unnecessary 
wagon-movement% as early 
as 1952, the Railwav Admi- 
nistration did not take any 
steps to stop the infpctuouc 
expenditure and was dilatory 
in dealing with the matter. 
They desire that the Railway 

The Public Accounts Commit- 
tee's view3 have been noted 
in the Ministry of Railways 
It may, however, be stated 
in this context that the 
details of the daily operation 

. position in respect of all the 
Indian Railways are re- 
ceived in the Ministry of 
Railways and are minutely 
scrutinised. T h e  perfor- 
mance on various sections, 
yards, areas and transhipment 
points is studied and direc- 
tions are issued as found 
necezsary for expediting the 
movement and economic 
utilisation of rolling stock. 

recovery of dues for 
the earlier periods 
for each siding ; and 

(zi) the action taken 
to dismantle d- 
dings not in w c  
and using the mr- 
terials elsewhere. 

No comments. ' 



Board should impress upon Apart from the coal and g d  
the Railway Administration loading. the movement of 
the need for prompt anion loaded and empty wagons is 
which would go a long way also watched and constant 
in avoiding unnecessars touch maintained with the 
expenditure. Railway Administrations. 

The  hiinistry of Railways 
have recently issued instruc- 
tions to all the Railway 
Administrations that while 
siting new depots, care 
should be taken to choose 
such sites, so that avoidable 
double movement or cross 
movement of the stores is 
minimised. T h e  Railway 
Administrations have been 
also directed to ensure that 
as far as possible materials 
are consigned direct to the 
site of the wvrks where they 
are to be utilised or to a 
depot nearby. 

As a rcsult of these steps, it 
is hoped that the chances of 
a recurrence of such mnecea- 
sary haulage of Permanent 
Way material etc. as referred 
to by the Public Accounts 
Committce would be obviated 
to a great extent. 

----- - _^_^_ ___ll_l_ -_ -- _ ________I_____ -- ---- -- 



y 44 Railunys . 'She Committee observe from the Note received. Appendix XX 
Audit Report that in this 
case a visual examination re- 
vealed the casting defects. 
They arc thcrcforc led to 
conclude that the inspection 
carricd out b y  the firm in 
London at the time of pur- 
chase was perfunctory. The 
Cmmmittce dcsire that the 
matter should be pursued 
further and responsibility 
fixed. 

Thc Committee wish to em- 
phasize that the rclcvant 
clauscs in the contracts 
should be tightcncd up 
further so a% to fully safe- 
p a r d  the tax-payers' mo- 
ney. 

25 45 Do. The Cmmmittee dcsirc that the The recommendation of the 
cases referred to in para 20 Public Accounts Committee 
of the Audit Report 1956- has been noted. Action on 
should be progressed. without all the cases referred to in para 
anyfurthcr dclavand the 20 oftheKailway Audit 
result of the investigation Report 1956 is being progres- 
communicated to them. They sed and the results will be 

See remarks against Sa 
rial No. 12 ibid. 

See parae 129 and 130 
of the Repon. 



also emphasize that cases in- 
volving disciplinary action 
shouIJ be dispased of quickly. 

16 47 R a i m  . The  Committee u-ould like to be apprised of the settle- 
ment of the msc mentioned 
in para 2 I of the Au&t Re- 
port, in due course. 

27 6 (Intro- Do. f t  is stated in the Tariff Cmm- 
duct ion) mission's report that accor- 
and 65 ding to an experienced Bri- 

tish firm the total ex-works 
cost of a YP locomotive is 
norinally 76 per cent of a 
WG locomotive. The 
Committee trust that apply- 
ing this formula, 76 pcr  crnt 
of the cost of a WG locomo- 
tive manufactured in Chittaran- 
jm would form a reasonable 
basis for fixation of prices 
of Telco Icxornotives during 
the price periods from 
1-4-58 onwards. 

28 68 Do. The Committee see no reason 
to change their previous con- 

communicated to the Com- 
mittee as soon as each case 
is finalised. 

Notes received. 
Appendices XI1 and XXI. 
Memo. submitted. Appendix The result of the cot- 

XXII.  respondence with the 
Andhra Gov- 
ernment regarding 
settlement of out- 
standings may be 
communicated to the 
Committee. 

See paras 131-133 of 
Report. 

t 

Note submitted. Appendix XXIII. ' The Committee ate not 
satisfied with the ex- 



clusions in this case 
(purchase of the Barsi light 
Railway). The  Committee 
observe that in this case 
either proper thought was 
not given to this matter before 
the date of expiry of the date 
for giving notice to the 
company and the failure to 
do so was noticed late or 
the right of the Railway Board 
to put in a claim was over- 
looked. 

planation. Thejl trust 
that such cases will 
not recur in future. 

Do. . The Committee find it difficult Action on this recornmenda- No comments. 
to arrive at the correct posi- tion will be finalised by the 
tion in the absence of proper Ministry of Works, Housing 
records. They have pre- and Supply. Note received 
viouslv drawn attention to from Ministry of W. H. & 
the necessity of keeping pro- S. Appendix XXIV. 
per records of all decisions 
in the absence of which res- 
ponsibility cannot be fixed 
when Iosssses are incurred, 
w'dc their 23rd Report, 
Appendix I, item 15. 

The Cornmitt- can do no more The Ministry of Works, Housing No comments. 



than reiterate their earlier and Supply have stated that 
recommendation in this case. the recommendations of the 

Committee have been brought 
to the notice of all concerned 
for compliance and guidance. 

30 79 W. H. & S. The Cnmmittee would urge 
that this aspect requires greater 
consideration as in the con- 
text of the Plan, purcham 
of stores abroad for the 
projects would go up to re- 
cord figures and unless the 
indenting departments are 
vigilant, there is the risk 
of defective stores or stores 
of inferior quality being 
received. 

The hlinistry of Works, How- No comments. 
ing and Supply have issued 
instructions pointing out the 
need for tightening up the 
proccdurc and informing the 
indentors/consignees as to their 
rights and obligations in the 
matter of claiming replacement 
of defective supplies. 

31 8 I Railways/ The results of the inquiry con- The recommendation has been No comments. 
W. H. & S. ductcd by the Ministry reveal noted by Ministry of Works, 

that the whole case was being Housing and Supply. 
dealt with by a very junior 
official locally recruited 
who not only exceeded his 
authority but also encroached 
upon the functions of other 
officials. The Committee 
cannot help observing that 
the Ifcad of the Supply hiis- 
sion who had since resigned 
was responsible for this 

- - - - - - - -- - 



state of affairs by allowing 
sub-ordinate to have 

thlngs in his own way, quite 
oblivious of MS own overall 
reoponsibiliry. 

2 82 Railways . The Committee observe that Necessary instructions have No comments. 
there was great delay in already been issued to all the 
finalising this case and would Railway administrations 
like to impress for future the to hold an immediate depart- 
need for prompt action in mental enquiry with a view 
such maw. to fix responsibility for the 

lapse as soon as any case of 
fraud, negligence, financial - irregularity etc. is noticed 
by than; and to finalise 
forthwith the disciplinary 
action against the defaulters. 
These instructions are being 
reiterated to Railways. 

The Officers of the ex-Sau- 
rashtra Railway have since 
been dismissed. 

33 84  railway^/ The Committee desire p t  the The Ministry of Railways have See paras 134-136 of 
W. H .& S. question of claiming dama- stated that action on this Report. 

gcs from the manufacturers recommendation will be fina- 
f a  delav in delivery should bed  by the  ministry of 



be looked into. They regret Works, Housing and Supply. 
to observe that although more Note received from Ministry 
than ao months had elapsed, of Works, Housing and Supply. 
the Minisuy of W. H. & S. Appendix XIII. 
have not finaliscd actioa 
on thh. The Committee wish 
that this case should be put- 
8UCd . CXpeditioUdy. 



APPENDIX I1 

Summary of main Conclll~1~~1~~Recommardattons of the Fifreenth Reporl of 
the Public Accounrs Camirree on the Appropriarion Accounts 

(Railways), 1955-56 and 1956-57 and Audir Reports thereon. 

S. ParaNo. Ministry or 
No. of the  Deptt.con- Conclusions~ecommendations 

Report cerned 

I 8 Railways . The absence of standard rates of siding 
(Intro- charges had resulted in endless disputes 
duction) with the Siding Owners and conse- 

quent delays in recovery and loss. 

a 9 W. H. & S. . Government should take urgent steps 
(In tro- to review the procedure for purchase 
duction)' of stores both in India and from abroad 

in the light of their past experience 
and tie up the loose ends. 

3 4 Railways The cases in which the Ministry of Rail- 
ways obtained Supplementary Grants 
from Parl~ament during the years 
1955-56 and 1956-57 although they 
did not spend even thcir originnl sp- 
propriation bsclose lack of proper 
planning and control ovct the progress 
of expenditure. It was surprising how 
despite thc "Liability Registers", the 
Min~stry of Railways were not in 
a position to assess their totd require- 
ments accurately and regulate r heir 
supplementary demands accvrdlngly. 

4 5 W. H. & S. If the purchasing organisations abrcwi 
furnished reports regarding the avail- 

Railways ability of stores and shipments to the 
indenting Ministries every fortnight 
from the end of January and weekly 
reports in thc rnanrh of March, it 
would k c q  the indenting finistr ier  
infonncd of tfie latest oupply position 
and ennbk than to qtimarc thcir 



financial commitments more precisely' 
The Committee, therefore, suggest that 
the Ministries of Railways and Works, 
Housing and Supply might examine 
this suggestion and evolve a procedure 
in this regard. 

5 6 Railways . Government should refer the question 
of allocation to and from Railway 
Revenue Reserve Fund to the next 
Convention Committee so that they 
could indicate the precise scope of 
their recommendations vis-a-vis works 
in progress. 

DOJ . The Committee regret to observe that 
the Railway Administration, one of 
the biggest Departments of Govern- 
ment entering into a number of con- 
tracts with private parties, should have 
overlooked the recommendation cun- 
tained in para 68 of their 10th Report 
(1953-54). 

Do. . 'The Committee desire that the Railway 
Hoard ~hould expedite the question 
of disciplinary action against the staff 
who were responsible for the incorpo- 
ration of the liberal provision for two 
separate pyarnents in the agreement 
for handLing work at Arkonam Station 
as the matter has already been consi- 
derably delayed and the finhngs of the 
Enquiry Committee furnished to them. 

Do. . 'I'he Committee hope that the Railway 
I3ollrli will pursue the question of 
&image to and deficiencies of stores 
rind tittings in the wagons returned 
by certain ccdliery sidings vigorously 
with the Siding Owners Association 
ucf i ~ r i \ c  at a scttlemtnt without loss 
of time. They would also like to be 
infbrmed of the final settlement and 
the total recovcrics effccted from the 
Collieries on this account at an early 
dutc. 

I$. . 'I'hc Committee regct to o b s m c  the 
laxity shown by the Railway Adminis- 
tration in the matter of prompt re- 
covery of rent fur Kailway land leased 



to outsidas at a number of station 
areas such as Shalimar, Garden Reach 
and Cuttack. In their opinion, action 
to forfeit the security deposits should 
have been taken when the lessees 
defaulted consistently for years. The 
Committee trust that the Railways 
will &sure the prompt recovery in 
al l  such cases in future. 

10 21 Raihvays . The Committee deprecate the inordinate 
delay on the part of the Railway Ad- 
ministration in fixing the basis for 
calculation of siding charges from the 
oil company concerned, which result- 
ed in an accumulation of heavy out- 
standings. As a commercial under- 
taking, the Railways should be busi- 
nesslike in their transactions and prompt 
and quick in their settlemat. Such 
unconscionable delays not only reflect 
on the working of the undertaking 
but make the chances of rccovery more 
remote, thus depriving the Railways of 
their legitimate dues. The Committee 
trust that the Railway Board will 
issuc necessary instructions in the matter 
for future guidance. 

Do. . The Committee would like to know the 
final decision of the Govmunent in 
the case r e f d  to in para 1 1  of Audit 
Report, 1957 regarding outstanding 
freight bills against a firm on South- 
Eastern Railway as well as the remedial 
measures which the Railway h r d  
have taken to obviate the recurrence 
of such irregularities. 

Do, . (I] The time-lap of one year in com- 
munication of the revised siding charges 
to the siding owners on the Western 
Railway was excessive in relation t o  
the work involved. The Cornminee 
would suggest an enquiry into the case 
with a view to finding out the precise 
reasons for the delay. If the delay 
was due to neglect of duty, suitable 
action against the officipL at fault 
would be necessary. 



29 (ii) Even granting that some delay wa# 
inevitable the Railw~y Administration 
should have taken steps to caution the 
siding owners in time about the con- 
templated revision and communicate 
the actual amount payable after making . necessary calculations as was done at 
the time of second revision. Such 
a course would have avoided the con- 
troversy over the date of effect of the- 
revised rates and facilitated the re- 
covery. The Committee desire that 
this suggestion be examined by the 
Railway Board and a procedure evolv- 
ed to be followed by all the Railway 
Adnunistrations in such cases of revision 
of siding charges in future. 

13 31 Railways . The Committee welcome the assurance 
given by the Railway Board that the 
work of standardisation of siding char- 
ges will be completed by the 1st April, 
1959. While they appreciate the diffi- 
culties in devising a uniform pattern, 
they are firmly of the opinion that 
with the integration of all the Railways 
into a single system nearly a decade 
back, the disparities in the levy of 
siding charges is an anchronism causing 
complications and endless disputes 
depriving the Railways of their legi- 
timate dues. They, therefore urge that 
the matter should not be delayed further 
and the date mentioned above adhered 
to. 

14 36 Raflway, . The delay of about three months in the 
introduction of revised rates for goods 
traffic on the Eastern-Railway which 
resulted in loss of earning of approxi- 
mately Rs. 10,ooo was more seriour, 
as ~t pldced the Administration in 
the embarrassing position of not giving 
effect to a prop& as approved by 
Pnrliment. The Committee trust that 
in future, the Railway Board will see 
that all tariff proposls are given effect 
to as approved by Parliament and the 
machinery ahould be geared accordingly. 



- 

15 39 Railways . ( i )  The Committee deplore the delay 
in taking disciplinary action against 
the Inspector of Works who failed to 
obtain receipts of the stores from 
the contractor who was awarded 
a labour contract to the value of about 
Rs. 50,000 for the construction of 
staff quarters on the North-Eastern 
Railway. 

(19 So far as the general question 
of the custody of materials-at-site 
is concerned, the Committee consider it 
important that the responsibility for the 
safety of materials-at-site should be 
well defined in unequivocal terms, if 
it has not already been so defined, and 
instructions be issued to the officials con- 
cerned that the rules prescribed in this 
matter should be strictly complied with. 

16 47 W. H. & S. . (i) If the award of a second contract 
to the same firm which had failed only 
about three months ago to fulfil the 
first contract placed on it, as had 
happened in the cases referred to in 
paras 41-46 of the Report, is indicative 
of the working of the Directorate 
General, Supplm and Disposals, the 
Committee cons~der that Government 
will be well-advised to examine this 
matter further. In their opinion, the 
present case merits an enquiry with 
a view to  finding out thc loose mds  
and also fixing responsibility. 

q8 W. H. & 5.  . ( i i )  In the case regarding supply of 
'Kanju Logs' to the North-Eastern 
Railway, referred to In para r j  of 
Audit Report, 1958. the I1.G. S.&D. 
failed to take proper action on receipt 
of the inspection reports which clearly 
mdicated that at one place there was 
no material, while at the other the 
timber was below specification. Had 
the D. G. S. & D. taken up the matter 
with the contractor immcdiately r e  
gardmg his inability to produce the 
goods for inspection, the contractor's 
statement that no inspection had been 
carried out, could have been verified. 
I t  was a regrettable omission on the 
pan of the I). G, S & D. 



50 Railways 

17 54 Railways 

, (iii) Again it was a mistake on the part 
of the D. G. S .  & D. to have extended 
the date of delivery of 'Kanju Logs' 
on his own without a request from 
the supplying firm In the context 
of the firm's rejecting the extension, 
the correctness of the procedure of 
giving extensions unilaterally is open 
to question. 

. (iv) The  Committee feel that the action 
of the Inspector in the case referred 
to in para 15 of Audit Report (Rail- 
ways), 1957 in not having actually 
gone to any place to inspect the material 
lacked justification and disciplinary 
action against him was called for. 

The case of unnecessary movement of 
tie bars to Kosi Kalan from Kanpur 
discloses lack of proper planning 
and foresight in deploying 
supplies. The  Committee trust that 
suitable instructions will be issued 
to the Engineering Divisions to avoid 
recurrence of such cases. 

. (i) While the Committee appreciate the 
difficult conditions under which the 
work reprding doubling of Delhi - 
Agra Section of the Central Railway 
was executed by the Kailwa?. Adminis- 
tration, they arc disturbed to find that 
no attcmpt had been made to provide 
the necessary accounting personnel for 
the maintenance of .\ccounts of per- 
manent \vay material. The Railway 
I i w J  should ensurc in future that 
all the dificrcnt wings of the adminis- 
trativc apparatus ;ire propc'rl, manned 
hefore unJcrtakinp even emergency 
works. + 

( i t )  Computation of Iws of material in 
tcrrns of pcrsentngcs is apt to mislead 
in,~\rnuch as it ovcrl~wks the magnitude 
of thc loss. 

(iii) It  is obvious that no check was 
cxcrciscd by the Divisional Enb' ~ n c t r  
over the consumption of permanent 



I 

way materials in the course of doubling 
and re-laying of track on Delhi-Agra 
Section during 1948--51. In the opinion 
of the Committee, the Railway Board 
should pursue this matter seriously. 

19 66 ' Railway . The Railway Administration did not 
include spare parts in their indent for 
the earth moving machinery for the 
Ganga Bridge ~Projm. They also 
overlooked the advice given by D. G. 
S. & D. for the inclusion of some spare 
parts in the indent for the machinery. 
The Committee regret to observe that on 
both the occasions the Railway Adminis- 
tration betrayed lack of planning and 
forethought, which resulted in a loss 
to the extent of Rs. I so9 lokhs on this 
account. The Committee trust that 
the Railways will profit by this u- 
perimce in future. 

m 70 Railways . T h e  Central Government should m i n e  
in consultation with the State Govern- 

Low ments the feasibility of cutting out 
dehys* in the land acquisition p m  
due .  

2 I 74 Railways . In case where a siding is to t,he mutual 
benefit of both the Company and the 
Railways, the decision regarding levy 
of siding charges should be fair and 
not at the cost of the exchequer. The 
Cammittee desire that the matter should 
be rcvimed by the Railway Board 
in the light of their okn '~ l t ions .  

22 79 mwr~a The Committee w m  assured that within 
a couple of months, the question of 

Commerce & payment of sidmg chap= by the Sindri 
Indum& Fmilizm and Chemicals, Ltd. reported 

in para r r of Audit Repon, 1958 would 
be settled. They, however, regret to 
observe that a r>on on future pro- 
gress is utill awaited. 

b Rail- . The Committee regre to observe thrt 
the Railway Adminiutntion an r c m -  
mercial concern, hod not tnkta the 

--- - - - - ttemenmry preaution of informing tbe 
-1 .3.-----.11---.111-- 



Jabalpur Municipality that pending 
finalisation of a new agreement, the 
payment for water supply should be 
treated as on a provisional basis, when 
the old agreement had already urpired. 

The Committee desire that the matter 
should be investigated by the Railway 
Board and responsibility fixed for the 
delay at the different stages and for the 
failure to warn the Municipality in 
time that the payments during the 
interregnum were provisional. 

24 88 Finance . The Committee attach great importance 
to centralised purchasing, as it would 

Railways . be economical to Government in the 
long run and the mechanism should, 
therefore, be so geared as to meer 
all demands. The  Committee trust 
that the Ministry of Finance will 
address themselves to this aspect. 

25 91 Railways The "cmcr~ncy"  which has been ascribed 
as the reson  for direct purchase of 
buffer outcr cascs by the Central Railway 
was, in the opinion of the Committee, 
the rcvult of the inactivity ofthe Railway 
Administration for nearly one year. 
Thr. purchase at a hyher  rate was also 
of cfoubtful advantage, as the supplier 
started nearly one year after the date 
of acceptance of the render. This if 
yet mother c s c  where the Railway 
Administration resorted to direct pw- 
c h w - b y p s i n g  the D.G.S.&D.- at 
double fhs price quoted by the lowebt 
tenderer. 

26 95 W.H.& S . Strict instructions should be issued to 
all 0tF1u.r~ negotiating cuntracts that 
thcy should not cxcxd  the powers 
cic.lcgitcci to them and detemnt acrion 
should bc t&cn wainst those who are 
guilty of any such bnuch. 

27 w Railways . The Committee would like to be apprised 
of thc pri~t: scttlancnt nrachcd in the 
cusr of supply of inferior 
togcthcr wltb the hanci 
of. . -. - ._ _ +. I _-_ .I__..- - 



I n  the light of the finding of the joint 
enquiry Committee, the Committee ere! 
constrained to observe that the earlier 
stand taken by the D.G.S. & D. was 
not justified.' 

IOI Railways ' . 

105 Railways . 

108 Railways . 
C & A .  G. 

I I I  Railways . 
C &  A. G .  

( i )  The Committee are surprised at the  
delay of over 6 years in disposing of 
the unwanted stock of 'Karnblis'. Had 
prompt action been taken soon after 
the decision of the General Managcr, 
Western Railway to resume the supply 
of blankets in February, 1952. the nct 
loss could hawk &been considerably 
reduced. 

(ti) As the Railway system is now inrcgra- 
ted, it is advisable to examine the 
different practices followed by the 
different Railways with a vicw to intro- 
ducing uniformlt!. in all possible matters. 
The  Committcr w ould likc to be infor- 
mcd of thc progress made in t h ~ s  mutter 
~n due coursc. 

The  Committee trust that the Railway 
Board will cnsure that the Railway 
Administration follow their Instruc- 
tions and takc all prccautions before 
making any pqmcnts, whmc\.cr the 
Icgaiity of such is in doubt. 

( i )  The  Commjttec consider that the 
position regarding the preparation of 
Complction I i c p n s  has worscncd 
ar indicated by the number of out- 
standing. The Railway Board should 
pursue the matter vigorously with the 
Railway Administration w d  cxpctiitc 
clcarancc of the back-log of arrears 
as early as possible. 

(ii) The Committee would like to be 
apprised of thc progrcss made in the 
preparation of Complction Rrprt s  
by thc diffcrcnt Railway Adm~n~st ra-  
titms through subscqucnt Audit Rc- 
pons. 

The Cmmit tcc  trust that the Financial 
Cmmissionr r, Rail ways will imprtsr 



upon his Accounting Officers the  
importance of producing vouchers and 
rrturns called for by Audit without 
any delay. They desire that the 
Comptroller and Auditor-General should 
report on the improvement in his sub- 
sequent reports. 

114 Railways . The Committee tmst that steps will be ---- takcn to ensure in future that when 
%'.H &S. substantial sums of moncy are involved, 

thc tcrrns of the agrecmcnt are always 
ncgotiatcd with legal guidance. 

119 Railways . Thc Cnmmittce cannot refrain from 
ohscn.ing that the high-lcvcl officers 
who wcrc rcsponsible for weakening the 
Govcrnmcnt claim against the firm 
conccrncd, which supplicd defective 
c?lind:.rs (if. paras 23-28 of the 
17th Rcpon of thc P. A. C.). in this 
rnmncr, did not act in the best intercst 
t)f Govcrnmcnt. T h e  Chmmittee do 
no! know u,hethcr the Railway Board 
have jcopardiscd thcir claim against the 
(:onfultants also. If not, they desire 
that thc claim should bc takcn up with 
the Consultants. 

121 Railways . Thc Committee await the review of the 
disiiyl.n:~ry action takcn by the Railway 
Board agmnst the highu offiiu.rs res- 
ponsiblc for wasreful cxpcniiiture due 
to cxcr~ssivc sanction of clcaners in 
the Loco Running Shed of an ex-E.I. 
Railuny (now in Nonhcrn Rrulway). 

113 Rnilways . Thc Ckmmittce would like to be informed 
of thc final outcome of the recovery 
of Railway ducs fnlm the commercial 
conccm rcfirred to In para 7 1  of the 
Scventccnth Report of P. A. C .  

127 Railways . (I) T h c u  Gmmit t re  are unable to accept 
the plea that the Audit objection regard- 
ing prnvisionnl payments made by the 
E+st Indian Railway Administration 
to the Houmh-Sheclkhda Light Railway 
Company rclatcd only to the quantum 
of the pyment ilnd not to the propriety 



~hereof. In the Committee's opinion 
the responsibility for the avoidable 
payment to the Howah-Sheakhala 
Light Railway Company lay squarely 
on the Railway Administration and 
the Railway Board. 

(ii) The Railway Board should review 
the powers to make provisional payment 
delegated to the Railway Administre 
tions, tighten up wherever necessary, 
and take deterrent action where the 
powers are exceeded or ex :rcised without 
the prior sanction of the Railway Board. 

Railways ' The Committee consider that the pun- 
ishment of 'censure' proposed for 
the Deputy Financial Adviser and 
Chief Accuunts Officer who were rw- 
ponsible for the over-payments made 
to mwal labour on the Western Railway, 
is rather mild. 

Railwavs The Committee were not convinced of 
the reasons for resorting to arbitration 
in the matter of fixation of price of 
locomotives supplicd by TELCO after 
1st April, 1958. Both the T a r 8  Corn 
mission and the Committee had recom- 
mended that the prices of locomotives 
supplied from 1st April. 1958, onwards 
should be settled in advance of the price 
pcriod. The C ~ m r n i t t ~ e  desired that 
the Railway Board, having committed 
themselves to arbitration, should frame 
the issues for arbitration precisely to 
facilitate a decision quickly. The 
Committee regret to obwve that even 
though it is neatly one year since the 
commencement of thc price-period, the 
matter is pmding still. 

W. H. & S. (i) The Committee deprecate the action 
of the I.S.M. and the Ministry of W.H. 
& S .  in Wing lrnicnr in the matter of 
exaction of penalties from the American 
and Canadian firms who cklaycd the 
&livery of locomotives. Such an 
attitude will reduce the pcnalty c l a w  
of contra- to little more than an empty 



form of words. If penalty clauses arc 
not invoked in time and the claims are 
allowed to lapse by efflux of time, there 
is a risk of contracting firms, parties 

. etc. assuming that they can always 
disregard the limits of time in their con- 
tract with impunity. 

(ii) The  Committee recommend that this 
is a fit and proper case in which res- 
ponsibility for the Pilure to claim li- 
quidated damages in time should be de- 
finitely fixed and appropriate action 
taken against the officials whose failure 
cost the Government Rs. 4.5 lakhs. 




