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APPENDIX m 
bfXNISTRY OF RAILWAYS 

MEMORANDUM 

Para 16 o j  Audit Report, 1957-Central Railway-Infructuolrs 
expenditure on freight charges 

Wm the Chief Engineer aware of the proposal to run De-Luxe trains 
on the Delhi-Mathura line at the time of ordering the movement 
of tie-bars on 10th October, 1955? How far his action was just& 
fied without making arrangements for immediate recoupment? 

I t  has been ascertained from the Central Railway Administration 
that Railway Board's letter No. 55/W/221/7 dated the 12th October, 
1955 (copy enclosed) referring to the introduction of fast vestibuled 
air-conditioned De-Luxe trains was received by that Administra- 
tion on 15-10-1955 and was seen by the Chief Engineer only on 
20-10-1955. It  is, therefore, clear that the Chief Engineer was not 
aware on 10th October, 1955 of the proposal to run the De-Luxe 
trains on the Delhi-Mathura line. 

As regards the justification for moving the tie-bars without 
making arrangements for their recoupment, it is stated that such a 
recoupment could have been effected either- 

(a) by placing an indent on the D.G.S.&D. or 
(b) by diverting 22000 tie-bars to Kosi-Kalan from the sup 

ply of 46000 sent by the firm during the months January 
to June, 1936 to Mandwa P.W. Depot. 

As regards (a) it is pointed out that even if an indent had been 
placed on the D.G.S.&D. at that time, the" supply would not have 
been received by February, 1956, when they were actually required 
for Delhi-Mathura relaying, because in the year 1955-56 the produc- 
tion of P. W a y  fittings by indigenous iirms was not a t  all satisfactory 
on account of the great difficulties experienced by them in obtaining 
raw material. Hence this alternative was, perhaps, not followed 
by the Chief Engineer. 

In regard to (b) i t  is stated that in view of the diiacult produc- 
tion position if the Central Railway had informed the D.G.S.&D. 
in October, 1955 that they proposed to divert the tie-bars in question 

*Appendha Nor. I a d  11 arc appended to Vol. I .  



t 
to Kosi Kalan and asked him to issue WI amendment to consignment 
instruction to this &ect, there would have been delay in the issue of 
the amendment. Naturally the firm would not have waited for the 
ameqdment to consignqent instructions especially in those difacult 
days and would have diverted these tie-bars to some other railway 
whose b a l  consignment instructions were available with them and 
which would have also helped the firm in obtaining quick payment. 

It would, therefore, be appreciated that under those c h u m  
stances if the Chief Engineer had resorted to either of the above 
alternatives there was a definite risk of the Central railway either 
not being able to obtain the material even for the Delhi-Mathura 
relaying or the supply therefor being unduly delayed resulting in 
postponement of the relaying programme and in continuation of the 
speed restrictions, involving loss in line capacity with consequential 
lass in earnings. 

The Audit have seen this Memorandum and have commented as 
under:- 

"The diversion of tie-bars from Kosi Kalan to Poona-Raichur 
Section as per Chief Engineer's order of 10-10-1955 
should have been followed by immediate arrangement 
for recoupment of these materials particularly because 
the work on Delhi-Mathura relaying assumed extreme 
=gency on account of the Railway Board's decision of 
12-10-1955 to run De-Luxe trains on Delhi-Bombay route 
from 2-10-1956. If the Admn. were vigiliant and had 
acted with promptness arrangements could have been 
made to obtain the tie-bars at Kosi Kalan from the 
Foundry at  Kanpur over the shorkr and direct route by 
resorting to any one of the following alternatives:- 

(a) The consignment instruction could have been got chang- 
ed by the D.G.S.&D. within the time available, by 
emphasizing the special urgency of the case and by 
taking up the matter at higher level, if necessary. 

@) If the Railway Administration had issued a letter to the 
firm, who had their office and foundry in Kanpur, 
requesting for a change of the destination and infonn- 
ed the D.G.S.&D. simultaneously, the Arm could have 
despatched the material to Kosi Kalan and then wai t  
ed for the amendment to the Acceptance of k d e r  
u a matter of formtllty. 



(e) The material could .have been taken delivery of at 
Kanpur by the Railway Administration for despatch to 
Kosi Kalan; or the Station Master, Kanpur might 
have been asked to rebook the consignment to Kosi 
Kalan, when tendered by the firm for despatch to 
Mandwa." 

The Board, however consider that all the three alternatives sug- 
!gested in the audit comments for the recoupment of 22,000 tie-bars 
a t  Kosi Kalan, were not practicable of realisation in the day to day 
*working of the Railway Admn. on account of the following reasons;- 

(a) The change of the consignment instructions through the 
D.G.S.&D. could not have been effected possibly within 
the short time available. The statement is based on 
the actual experience of the Central Railway Adminis- 
tration. Also please see remarks against item (b) below. 

(b) Even if the Railway Administration had issued a letter 
to the firm who had their office and foundry in Kanpur, 
requesting for a change of the destination and inform- 
ed the D.G.S.&D. simultaneously, the firm would not 
have despatched the material to Kosi Kelan merely on 
that Authority but would have waited for D.G.S.&D's. 
confirmation of this change. As this would have appa- 
rently entailed some delay, the A r m  would not have 
w a i M  for this amendment to consignment instructions, 
especially in those difficult days and would have divert- 
ed these tie-bars to some other railway whose final 
consignment instructions were available with them and 
which naturally would have helped the firm in getting 
quick payment. 

(c) In the day-to-day working of the Railways, it is difficult 
to isolate a particular case and to take delivery of the 
material, in question, a t  the originating station, especial- 
ly because the indent is placed by the Department con- 
cerned and the Railway receipts are sent to, as well as 
the material is received by the P. Way depots concerned. 

Director, Finan, Railway Bmd. 



GOVERNMENT or INDIA 
MINISTRY OF RAILWAYS (RAILWAY BOARD) 

No. 55/W /221/7. New Delhi, dated 12th October, 1955- 

To 
The General Managers, 

Central and Western Railways. 

SUB: Fast Vestibuled Air-conditioned De-Lwe Train Service 

It has been proposed to introduce a fully vestibuled air-condi- 
tioned train service between Delhi and Howrah with effect from the 
2nd October, 1956. The train will comprise 2 A.C. sleeping coaches, 
4 A.C. seating coaches, 1 A.C. restaurant car and 2 brake luggage and 
generating cys,  making up a total composition of 9 coaches equiva- 
lent to 450 tons. 

2. For the present, 4 rakes will be built and placed in service on 
the scheduled date. 

3. It  is further proposed to run the service with the same rakes 
on the Delhi-Bombay route on alternate days. For the Delhi-Bom- 
bay run, the service will be on the route of the present Frontier 
MaiL The Board desire that a time table should be prepared for the 
above-mentioned service by the two railways in co-ordination with 
each other and the Northern Railway. 

4 For this purpose the following basic features should be taken 
fnto account: - 

(i) The proposed booked speed for the train will be 58.5 miles 
per hour. 

(ii) Not more than 10 halts should be provided including 
Surat, Ratlam, Kotah, Bayana, Bharatpur, Mathura and 
New Delhi. The total period for the halts including the 
extra time provided for acceleration and deceleration 
must not exceed two hours. 

(iii) Consistent with safety considerations, the minimum pos- 
sible time should be provided for engineering restric- 
tions, including those over turn-outs. It ir hoped that 
they will not exceed a total of 14 houra 



(iv) It is the intention that this fast train should a t  either of 
the terminal stations keep clear of the suburban train 
groupings. The time table proposed for the Delhi- 
Howrah service is given below. A time table for the 
Delhi-Bombay service should now be drawn up allow- 
ing for the fact that the distance is somewhat less and 
the overall time can, therefore, be curtailed accordingly. 

Dep: 21-00 hrs. Howrah Arr: 6.30 hrs. Delhi. 

Next day Arr: 18.00 hrs. Delhi Dep: 9:30 hrs. Howrah. 

The train will be hauled by a WP steam locomotive and on ac- 
count of the booked speed of 58.5 M.P.H., the maximum permissible 
speed will be 65 M.P.H. subject to local speed restrictions. In view 
.of the nominal increase in the maximum s p e d  by only 5 M.P.N., it 
is presumed that no wholesale strengthening of bridges or perma- 
nent way will be necessary although standards of maintenance will 
have to be improved. As indicated above, the total time allowed for 
the temporary engineering restrictions for the execution of open line 
works is not likely to be more than about 1 hour plus about half-an- 
hour additional time for engineering restrictions of a mom or less 
permanent nature due to curves, bridges, track and so on. 

2. The Board desire that a report embodying the Railways con- 
crete proposals for the introduction of this train service be submitted 
within 15 days of the receipt of this le:!cr Thi. report, amongst 
other things, should indicate: - 

(i) the local speed restrictions required and the time lost on 
each; 

(ii) any work with details of nature and cost that may have 
to be carried out to permit the operation of the train to 
the schedule proposed; and 

(iii) whether any of these works feature in the 1955-56 Works 
Programme or have been included in the 1956-57 pro- 
gramme. 

7. On receipt of this report, it is proposed to carry out a control- 
led trial by a special train over the route in which representatives 
from the Board and Heads of Departments of the Railways concern- 
ed will travel and the nature of the restrictions examined and spot 
decisions taken on the extent of works to be carried out and on the 
target dates by which they are to be completed. 
a0 (Ail) -2. 



8. Three spare copies of this letter are end&. 
SD/-M. N. BERY, 

Joint Director, Civil Engineering.,. 
DA: 3 spare copies. (PJ , 
No. 55/W/221/7. New Delhi, dated 12th October, 1955. 

Copy to the General Manager, Eastern Railway in continuation 
of this office letter of even number dated 5/7th July, 1955 and his No. 
OMT/484 dated 26-8-1955 in which further details have been called 
for. Owing to the limitations of line capacity on the Grand Chord 
it is now proposed that the Howrah-Delhi service should be run via 
the Main Line. The report required may please be furnished a t  
once on these lines as it is proposed to organise the trial run by a 
special train referred to in the concluding paragraph above on the. 
Delhi-Howrah route very shortly. 

Copy to the General Manager, Northern Rly. 

SD/-M. N. BERY, 
Joint Director, Civil Engg. ( P ) ,  

Railway Board: 



APPENDIX IV 

COPY OF MINISTRY OF RAILWAYS (RAILWAY BOARD) O.M. NO. 58-B 
(c) 3074 DATED THE lOTH MARCH, 1959 ADDRESSED TO LOK SABHA 

SECRETARIAT 

SUBJECT: Public Accounts Committee-consideration of Appropria- 
t& Accounts (Railways) 1956-57 and Audit Report, 1958 

The undersigned is directed to invite a reference to Lok Sabha 
Secretariat O.M. No. 2(IX) (2)-PAC/58 dated 28-2-1959 on the above 
subject and to forward hemwith a copy of the findings of the Joint 
Enquiry Committee with reference to the six lots of defective brushes 
received by the South Eastern Railway Administration and refermd 
to in para 17 of Audit Report (Railways) 1958, together with that of 
the conclusion of that Committee, as desired. 

After consideration of the findings of the Enquiry Committee, the 
Ministry of Works, Housing & Supply proposed that the defective 
brushes in question may be accepted by the South Eastern Railway 
Administration with suitable price reduction on the merits of each 
case. This proposal has been concurred in by the Ministry of Rail- 
ways and necessary instructions have since been issued to the South 
Eastern Railway Administration to accept the brushes, in question, 
on this basis. 

Extracts of the f id~ngs  of the Jrnnt  report of the Committee consti- 
tuted by the represmtatives of the Directorate General of 
Supplies & Disposals. New Delhl, represented by Shri P .  R. Parker,  . 
Director of Inspection, and of South Eastern Railway Admjnistta- 
ticm tepreaented ht! Shri K. P. V. Menon. Dy. C. M. E. (Shops) 
is tmpect of supplies of b w h e s  made to the South Eastern Rail- 
way through the agency of the D.G.S. & D. 

I I I * 
.- 
Serial Description of Stares Suppliers' name ~ I T  Quantity 
No. ,411' No. Ind. Ref. Qty. rejected 

and datc 

I and 2 Brushes Paint and Var- SM212 412yF/II/ 1185p 11859 
nish, Flu I " and 2" 4022 d '9-10-56 on 

M:s. Rrushware 
Ltd.. Kanpur, a@- 
insr Indent No. SC! 
B/GAIRrushu ' BN/ 
56-57 ' I  g c'f 3 t-5-55. 

- - -- - - . 
7 



Findings of the Committee. 

During the current enquiry, Shri P. R. Parker, Director of Inspec- 
tion, D.G.S.&D., New Delhi, produced the Inspection Report of the 
Government Test House, Alipore, in connecthn with the samples 
sent to them from the lot under dispute, and the report inclicated 
that the 'Bristles are not straightened but appreciably curved and 
an auch unacceptable. Bristles show marked curving when \mmers- 
ad for 6 hours in distilled w a k r  maintained a t  70° plus or minus 
C°C' and in the general remarks that 'Bristles of the brush as receiv- 
ed are appreciably curved and after teat showed marked curving. 
The sample is unacceptable against I.S. 384-54'. 

The Committee inspected the storage conditions of these brushes 
and the Director of Inspection, New Delhi, took 8 samples of 1" 
brush from 2 different boxes and 8 samples of 2"  brush from 2 diffe- 
rent boxes selected a t  random. The samples in question were pick- 
ed from the original cartons and in all cases the original packing of 
the brushes was found intact. He had no adverse comments to make 
about the storage condition. The samples selected were, however, 
visually examined against the approved sealed sample and thc visual 
examination according to the Director of Inspection revealed that 
the supply was not very much different from the approved sample. 
In view of the marked curving tendency of the bristles as indicated 
in the Railway Laboratory Test Report and the findings of the Gov- 
ernment Test House more or less confirming the same, the supply 
made is considered as not in accordance with the specification for 
this particular defect, and hence the rejection of the supply of this 
count was justified. 

Director of Inspection, however, stated that tht bristles are 
a natural product and have inherent tendency to curve. Btside~,  
India has to-day to depend upon her own resources with regard to 
the bristles for the manufacture of brushes. The Indian brist!es arc 
not as fine aa Chinese bristles and to give a fillip to our own Industry 
ft may be necessary to allow a certain amount of relaxation in the 
standards. In the circumstances, he felt that this could be a matter 
for consideration by the Railway Administration w h e t k  the brushes 
as supplied could be accepted under dwiation with a proviso for 
d u c t i o n  in price commensurate with the dwiation as found. 

Shri Mennn, DCME, stated that this was a matter on which he 
could not offer any comments but that a decision will havf to be 
obtained from the Chief Mechanical Engineer, asrd the Controller 
of Stom, Calcutta. It war decided that furthw dlscuodon 6n this 



h u e  will be purrued by the Director of Tsrpection with the CME 
and the COS, Calcutta. 

Item I)escription Name of Supplier A/T Q ~ Y  - 
No. and A / T  No. Qty .  rejected 

3 Bru~hts, Paint & Var- Messrs. Army Brush 12850: 6052 
nish , Flat 3' Factory, New Delhi 

ATT No. SM2/24125- 
F/ 111 4045 dated 
25-10-56. 

Findings of the Committee . 
The Committee, on examination of the test reports, are satisfied 

that the action on the part of the Railway Administration to reject 
the lot due to the samples tested not meeting the requirement of the 
spedfication, was justifled. 

The D.O.I., however, stated that the Brush Manufactured Indus- 
try is still in a state of infancy in our country and is being develop- 
& more or less on a cottage industry basis. Lack of technical 'know- 
how' in the matter of cement setting, etc., by untrained labour 
deserves special consideration. Inasmuch as the failure of brushes 
at  the G.T.H. level amounted to only 25 per cent he was of the opinion 
that this is another case worthy of consideration by the Railway 
Administration for acceptance of supplies under deviation with a 
proviso of reduction of prim, so that the Industry has a chance of 
developing. This suggestion also to a great extent would fill the 
vacuum which would be caused by summary rejection and delay in 
procurement of replacement which may take several months for the 
Railway Administration and might upset the recoupment programma 
for months ahead. I t  was also emphasized that the practical test on 
brushes b not a condition of specification or terms of contract as 
such no serious cognisance could be taken of the apparent failure of 
brushes in actual performance. He is of further opinion that in the 
ease of Brush Industry aa they stand to-day, there is room for exercib 
hg k i b i n t y  rather tban rfgidie. 

Shri Menon, DCMB(S), howwer, stated thet these poinb could 
be coraddrnd rwl d.cMed only by the C)ICE md COS. 

* 



Item Description Name of supplier A/T Quantity 
No. and AIT No. Qty. rejected 
- .- - - -. - -- -------A- - - -- - - -- -- - 

4 Brushes, Paint & Var- MIS. Anglo Ameri- I 650 1650 
nish 210 Rd. can Brush Mfg. 

CO. Sh'b/24125-F/ 
1113992 dated 

- 22-8-56. - --- 
Findings of the Committee 

The Committee also examined the test reports submitted by the ' 
Government Test House as produced by Shri Parker, Director of 
Inspecbon, New Ddhi, and it  was revealed that out of 6 brushes that 
were selected at random by the representative of the D.I., Calcutta, 
4 brushes had passed all the tests while 2 had failed in heat test and 
were found to have the bristles coming out. While examining the 
records, it was found that the above lot was put up for inspection 
by the firm to the Inspector under the Dy. Director of Inspection, 
N.W.I., Inspection Circle, New Delhi, on 5-1-1957 and the remarks of 
tbr Inspecting OfBcer in the relevant case were perused. The Inspect- 
ing Otllcer has stated that 5 samples were drawn by him and on 
examination found satisfactory. The details of tests carried out by 
ham were not available on the case. It  was, however, stated by Shri 
Parker, Director of Inspection, New Delhi, that these samples were 
sot sent to Government Test House, Alipore, Calcutta, for test but 
the tests were apparently carried out in the testing facilities avail- 
able with the h and the laboratory attached with the D.D.I., 
N.W.I., I. Circle, New Delhi. 

I t  was agreed by 'the Committee that the G.T.H. report, more or 
less, falls in line with the observations by the S.E. Rly., and the 
rejectim of the lot by the Rly. Administration is justifled. 

In order to assess the extent of defective supply, the Committee 
drew further t samples and subjected them to heat test. It was 
revealed that out of 3, 2 had failed and 1 had passed. This is a fit case 
for a summary rejection of the full consignment and due replace- 
ment by the supplier. 

* 

Itan Description Name of supplier Am Qty. 
No. and AIT No. - - -  - ----- - ------- Qty. rejected -- --- -- 

5 Brushes, Paint & Var- Mp. K m h j  CO. 477 437 
nish 2 '0 in Vulcanid Limited, Bambay 
R u b k  Sa. AfT  NO. SM- 

2~24076GlWw 
G/II/qrj6, dated 

-.- - ----- 5-2-57. 



11 
Fsnatngs of the Committee 

Shri Parker, Director of Inspection, New Delhi, howeve?, produced 
the approved sample against the above A/T and also the covering 
test certificate issued to the Firm by the Government Test House, 
AUPOIP, under which the sample was approved. The test report 
indicated that the approved sample itself showed colouration of 
water in the distilled water test and the bristles showed slight ten- 
dency to curve. Shri Parker pointed out that although the approved 
sample did not conform to the IS1 speci5cation with regard to the 
distilled water test, the sample submitted by the firm was accepted 
as approved sample with the relaxation indicated above. 

The Railway Administration pointed but that the results of the 
test conducted by the Railway, more or less, confinned the test 
results of the approved sample by the G.T.H., Alipore, and the Rail- 
way Administration not having been supplied with a copy of the 
test report or informed of the relaxation permitted on the approved 
sample, could not possibly accept responsibility for relaxation in res- 
pect of the failure in the distilled water test particularly i n  view 
of the fact that colouration of water may mean use of dye by the 
Manufacturers. In view, however, of the clarification by Shri Parker 
that the bulk supply, on further spot examination, conforms to the 
approved sample, which, it is accepted was of a substandard (only 
for the distilled water test), the Railway Administration have agreed 
tod accept this supply as a whole. It was, however, pointed out to 
Shri Parker that had these facts of the relaxation allowed in the 
approved sample been made known to the Railway Administration. 
such a situation could have been avoided much earlier. 

0 0 0 0 
- - - - - -  - - - . -- -- - 

Item Dcscrrpt~on Xamc of Supplier A/?' Qty. 
No. and AI'T No. Qty. rejected - -- - - - - - - + - -  

1;; 6 Brushes, Pdmt & Var- M!s. Anglohrner~can 
nlsh, round, copper Brush hlanufaaur- 

2698 1738 

wire bound. 310. rng Co. Dclh~ ,  A T  
No. Shl2 24125 F 
11 4115. cfdted 
14-12-56. 

-- - - - - - -- - -- -- - - -- - --- -- - - - -- 
Shri ~ a r k e r  pmduced the test report submitted by the G.T.H. 

which revealed that out of the first lot of 6 brushes subjected to 
heat test. one failed and out of the 6 brushes from the second lot one 
out of 3 failed in the benzine test and 2 out of 3 failed in the heat 
test The G.T.H's remarks against these were "that the brushes 
wem unacreptable." 

The above report of the G.T.H. more or less conffrms the test 
report of the SE. Rly., and as such the rejection of the lot by tbe 
Bauway wu justified. 



On examination of records i t  was observed that the lot of 1738 
released to the Railway by the D.D.I. New Dew,  under Inqpection 
Note as stated above the samples from this lot were not sent to the 
Government Test House for confirmawry test befom  the^ were 
released by the Inspecting Officer but in the remark on the file it is 
stated that these brushes were tested for I.S.I. 487-54. Shri Parker 
was of opin~on that necessary tests were perhaps carried out by the 
M c e r  in the Laboratory attached to the D.D.I., New Delhi, and also 
testinq facility' as was available in the Manufacturers premises. 
However. details' of these tests were not available or recorded in 
the case. 

Shri Parker further stated that this size of brushes, vit. 3/0 are 
about the largest size turned out by the Brush Industry which is 
still in its infancy, for painting purposes, and therefore, deserves 
spedal consideration. The fierrule being wire bound t'lere is chance 
of getting unduly heated, and also during vulcanization process 
sc~rching will be apparent just above the edge of the ferrule. There- 
fore, there will be no limit to the number of bristles which can be 
flirted out. Therefore, the filling a t  the end of the ferrule, must 
receive its fair share of rubber solution. More brushes collapse at 
thr end than &where else. This defect is also due to somewhat 
inadequate provision made in the covering requirement of the stan- 
dard specification. Until this aspect of the specificational require- 
ment can be reinvestigated, t h ~  brushes as are commonly manufac- 
tured may continue to suffer from this defect without any apparent 
improvement and the existing supply of brushes as made is, there- 
fore, worthy of further consideration for acceptance by t5e Railway 
Adrnirllstration on the merit of the case. 

Shri Menon, DCME (S), was of the opinion that this aspect of the 
case may be pursued with the Controller of Stores and Chief 
Mechacical Engineer, South Eastern Rly., Calcutta, for their special 
ccnsideration and decision. 

The detailed investigations carried out in each individual case by 
the Jomt Enquiry Committee have revealed that t . k  cowignments 
of brushes under dispute are fully accounted for in the Stores Depot 
and are also stored in satisfactory condition as not to give any room 
for deterioration from their original condition. In all cases where 
the Railway reported to the  D.G.S.&D about the unsatlsfaetory 
lrpt results, the D.G.S.&D. have taken action to carry out further 
lrots in the Government Test Howe, Allpore, which is the rccredit- 
ed bod7 tar such tests Certain procedural dehys tor making cross 



references between the Railway and the D.G.S.&D. on certain poinb of 
dispute were inevitable. Besides, testing of the samples in G.T.E. 
must also take its own time. Therefore, the delay in finnli.Pltion of 
cases, to a great extent, was unavoidable. The present Committee of 
investigation were, however, able to come to decisions through dis- 
ctssions. and on-the-spot examination. A fresh approach to the pro- 
blems connected with the supply of brushes is being pursued and when 
a decision is finally arrived at, complications of this nature are not 
likely to arise. In any case the fear that is expressed in the draft 
para that the Railvwy Administration is faced with a possible loss 
of about 1.25 lacs is not justified. 

Shri P. R. Parker would like to place on record his appreciation far 
the  courtesy extended to him and his team and for the excellent m 
operation given by the Railway Administra tim during the inves t i e  
tion of the case. 



APPENDIX V 
MINISTRY OF RAILWAYS 

MEMORANDUM 
Para 18 oj Audat Report, 1958-Western Railway-Extra expenditure 

on the supply of blankets to CZass N stair 
When were the Kamblies pwchaed? What arrangements were 

made for their storage and when were these jinally disposed of? 

The kainbltes, in question, were purchased and supplies received 
by the Western Railway Achimstration from February to May, 1951. 
Normal precautions, as in the case of blankets etc., were takm by 
storing the kumblies in airy and lighted places. Naphthalene balls 
were sprinkled between the kamblies and they were also pmwbcally 
sprayed with mn-greasy insecticides in order to prevent pest attacks. 

The 1,847 kam'blies, whch could not be issued to staff, were dis- 
posed of at the auctions held in December, 1957 at Mahalaxmi and in 
April, 1958 at Bhavnagar. 

This has been seen by Audit 

Nsw Detu; 
Dated the 5th Septenlber, 1958 

DIRECTOR FINANCE, 
w t w y  BmtJ, 

(Case No. 58-B (C) -3076) 



APPENDIX VI 

MINISTRY OF RAILWAYS 

MEMORANDUM' 

Pata 20 4 Audit Report. (Railways) 195&Delay in the prqMldion 
of Completion Reports 

Statemen1 shaolng the latest postiun regarding the preparation of 
Completion Rep0rt.v 

A statement showing the position regardmg the preparation of 
the Completion Reports, as on 30-6-1958 is placed below at Annexurc 
A It  will be seen that the number of Reports Outstanding on that 
date (i.e., not prepared) was 11,547. Out of this total number 
4.833 pertain to the years 1935-56 and earlier as against 8279 shown 
In the Audit para as pertaining to the same period. Every effort is 
being made to expedite preparation of the Completion Reports fa r  
these 4,833 workg also. 

1. The figures in italics in the attached statement (Annexure 'A') 
show the position on 30-6-1958 in respect of the earlier Reports while 
the figures shown elongnde within brackets are the figures according 
to the position as shown in the Audit para It will be seen that then 
IS improvement on ever?; Railway; though relatively small on the 
Central Railway (For the purpose of cornpanson, allowance has been 
made in the etlclased statement for 8 number of outstanding (Jom- 
pletion Reports which were apparently omitted to be reported m the 
Audit para, but which are included in the figure of 1.074). On the 
Eastern, North Eastern cum-North EPst Frontier and Western MI- 
u,ays, the podtion including wlen the Completion Reports due up to 
195758 and 193839 shows an improvement over the figures shown 
in the Audit para, and this is a clear indication that no fresh anears 
are accumulating while the old a m  are being cleared. 



Scatanent showing the position regarding the preparation of compktiarr 
rcportr or on 30-6-1958 

CENTRAL 

Total 
Years in which Completion kepons No. of &timated Actual 

were due Completion cost expendit-. 
Reports 

Total 
Years ~n which Completion Repons No. of Estimated Aaud 

were due Completion cost expenditure 
Repons 

- -- ----____ --- -- 



Toul 
YemS in whlcb Completion Rcpora; No. of Estimated Actual 

rere duc Completion cnet expenditure 
Repom 

NORTHEHE; 
---.- .- . ... . - 

Toral 
Y c m  ~n w h ~ c h  Cornpktwn Rcpu IS so. of ilst~mated .Actual 

were due Lompletion cost cxpenditurc. 
Reports 



Years 
Total 

in which Completion R-porn No. of Estimated ' Actual 
were due Completion cost expenditurs 

Reports 

NORTH EASTERN A I D  NORTH EAST FRONTIER 

Total 
Years in which Comvletion Rewns  No. of Estimated Acrual 

were due Completion cost expcndj ture 
Reports 

- .-- -- - - -  ---- - -- - - ---- " - rl. 
**26 since dHwn u p  and *nothe $6 w4,rLa are stdl to progms and 

therefore :heir c-nrnplrbm Reports arc nc t Ju'z 
t 1950-51 and prior to dm. :Includes N.E. Rlv. figures 
* M y  N.F. Rly. figure. for the yean prim to 1950-51 

a h .  



SOUTHERN 

Total No. 
Yearn in which Completion Repom of Corn- Estimated A d  

w m  due pletion cost Expenditure 
Reports 

.Pertains to the year 1943-44 

Total No. 
Years in which C~mplction Kepcms of Corn- ~ t i m n t e d  Actual 

were due p letion cost a p d i t w  e 
Reports 



Totm No. 
in which Completion Reports of corn- Estimated 

wert due cost 

Total 
Years in which CornpletionfRep~~ No. of Estimated Actual 

wm-due Completion cort expenditurr 
Repom 



Total 
Years in which Completion Repom No. of Estimated Actual 

were due Completion cost expenditure 
Reports 

( h  Norlh-.rrl Kailwny T:lc y c : ~ w t s e  hrr:~k up I <  w i ~ h  I-f-rcnc- !,) 'he Cbrnplction 
Rcporrs over cwr. ycar old.  ~s (111 j i - ! : - r g 7  %.rl W!IIC:I n(t r x p r r d ~ r u r c  was t ~ ~ k c r i  afrcr 
30-6-195~1. I'IICSC :lr. ; , r .> i i , , t t , :~ : . i  l ~gerc \ .  

60 (Aii) LS--4. 



APPENDIX VII 

MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

Overpayment to  a Manufacturing CompanpPara 9 of 
Seventeenth Report PA.C. 

At a much earlier stage, the matter was discussed by the Financial, 
commissioner, Railways, with the Comptroller and Auditor General. 
in apprising the then Chairman. P.A.C., of these discussions, the 
Comptroller and Auditor General indimted in March 1956 that t.he 
matter was complicated and not susceptible of an easy solution but 
that one possible line of persuading the Company to make a refund 
would be tried. This line of approach was explained In detail in 
:he Railway Ministry's previous Memorandum. It was put to the 
Company that even though the payment made to them was in accord- 
ance with the contract, they might in equity consider revising the 
contract now so es to make the prices conform to other contemporary 
contracts of other Central Government Departments with the same 
Company and that this would mean a refund of Rs. 2.57 lakhs to the 
Railways. It  was also put to the Company, as e subsidiary issue, 
that the deduction from prices permissible under the contract on 
account of freight disadvantage should have been made a t  Rs. 15 per 
'ton-the rate of deduction applied to supplies made from 1-11-1949 
(this rate having been notified officially as the freight dsadvantgc 
on the introduction of control from 1-11-1949) and that the deducticns 
already made, namely at Rs. I 1 1 l l!- per ton for supplies from 141948 
to 31-3-1949 and a t  Rs. 11,'2/6 per ton for supplies from April 1949 to 
October, 1949, should be enhanced accordingly, which would result in 
a refund by the Company to the Railways of Rs. 3.73 lakha 

2. It was reported, in the Ministry of Railways last Memorandum 
to the P.AC., that the Company had in~tially shown some inclinetion 
to come to a settlement but eventually took the stand that no refunds 
were due from them in law. It w& also reported, in the last Memo- 
randum, that the Railway Board's claims were being further pressed 
on the Company. The Company have not, however, resfled from 
their stand, and have suggested that, if the Railway Ministry prefer 
to go to arb~tration for the settlement of the case, the Cornpmy 
would have no objection to such a course. The Company's arguments 
in not agreeing to make any refund are that the Ministry of Railways 



should, in all fPirnc88, conform to thc terms of the cantract in rehtioa 
to the prim payable, and that the Company cannot also agree to the 
freight disadvantage Agure of Rs. 15 per ton introduced from 1-11-1- 
being retrospectively for the purpose of deductions from the pr im 
for supplies made during the earlier period 14-1948 to 31-10-191). 
In fact, the Company have argued that "there is not such thing ar 
final freight disadvantage figure". 

3. The Mlnistry of Commerce and Industry (now Ministry of 
Steel, Mines and Fuel, Department of Iron and Steel) who have been 
consulted, have stated that there was no statutory control over the 
price of pig iron during thr period from 1-1-1948 to 31-10-1949. and 
commercial prices were fixed, by the Company themselves which 
were also FOR Port prices. They have further added that there 
was no occasion to fix a freight disadvantage figure prior to 1-11-IMQ, 
as the prlces k a m e  statutorily fixed FOR Ports from 1-11-1!M9 only 
and that only War contract rates were approved by the Government 
of India from time to time before 1-11-1949. That Ministry's final 
view is that. in the circumstances, there was no need of "approving 
thc final increased freight disadvantage figure" as provided in clause 
5 of the agrtvment, dated 7th September, 1948 with the Indian Iron 
and Steel Co Ltd., and that the freight disadvantage, which is a 
necessary  corolla^ to statutory Port prices from 1-1 1-1949 cannot 
have any retrospective effect prior to 1-11-1949. The Ministry of 
Steel, Mines and Fuel have gone on to suggest categorically that the 
figure already adopted on the advice of the old I. & B. Ministry for 
deductions from the prices payable to the Company (viz., Rs. I1 Ill/- 
per ton for supplies from April 1948 to March 1949 and Rs. 11 2/6 
per ton for supplies from April 1949 to October 1949) should now 
be treated as final. 

4. The Muvstry of L a w  d s o  have been consulted on the point 
whether there IS a reasonable chance of successfully maintaining, in 
arbitration. the Railway Ministry's c l am in respect of freight dis- 
advantage, and whether thls claim will be prejudiced if linked with 
the other ckim for a r e t r o s ~ v e  revision of the contract with the 
Rallwry Bmrd ta conform to other contemporary Government con- 
tracts. The Ministry of Law have advised that the order fixing 
the freight disadvantage figure for Rs. 15 for one year from 1 - 1 1 - 1 W  
1s not in retrospective effect in relation to transactions prior to the 
imposition of the control and that, therefore, there is no case for 
arbitration to claim a reduction in the prices at this figure of Rs 15 
per ton for supplies prior to 1-11-1949. The Ministry of Law have 
further stated that the claim for the Ministry of Railways in respect 
of the rate of deduction for freight disadmta* is w a k  in itself, 



and that this would be p r e j u d i d  hvther if it ie linked with 0th- 
still weaker claim for a retrospective revision of the price structure 
in the Railway Board's contract with the Company to d o r m  to 
other contemporary Government contracts. The Ministry of Law 
hed already advised in 1956 that the claim for refund on account of 
"place extra" part of the commercial price would not be legally 
maintainable. alluding to this earlier advice, that Ministry have sug- 
gested that if the Miiastry of Railways still wish to have recourse to 
arbitration, this may be confined to the claim on account of freight 
disadvantage figure, but have reiterated that the chances of success 
even in respect of this claim are extremely slender and remote. 

5. The Ministry of Railways (Railway Board) have considered 
the pros and cons of the opinions offered by the Ministries of Law 
and Steel, Mines and Fuel, and keeping in view the remote chances 
of any outcome favourable to the Railways and the expenses likely 
to be incurred in arhitration. lm-c come to the conclusion that the 
question of pressing a clainl through arbitration should be dropped. 
While admittedly, there has been delay in reaching the aforesaid final 
conclusion, which confirms the view expressed by the Railway Roard 
before the Public Accounts Committee in January 1956, this is largely 
unavoidable in the circumsmnces of the case. As i t  could not be 
claimed that the Company had received excess payment with 
reference to the contract, it was necessary to explore all possible 
avenues of persuasiw. on grounds of equity, and to examine fully 
the Railway Board's likely chances of success in arbitration. 

6. It is necessary to draw attention to the fact that the excess 
payment of Rs. 10.03 lakhs mentioned in the Audit para was worked 
out on the basis that no more than the ex-works retention prices 
should have been paid. As explained, however, in the earlier 
Memorandum submittd to the P.AC.. this figure may require 
revision as ex-works retention price was pad  under contemporary 
D.G.I.&S. contracts only in respect of supplies made between 1-2-1948 
and 31-10-1949, whereas for suppIies made on and after 1-1 1-1949, even 
against D.G.I.&S.'s contmcts executed earlier, the D.G.I.&S. paid 
higher prices than admissible under the Railway contract. These 
higher prices were according to the price structure which came into 
force from 1-11-1949 under the Control Order-namely, port prim 
(which itself consisted of ex-works retentmn price plus freight d b  
advantage) plus place extra which was expressly indicated far mch 
destination station. On this basis of comparison with prices p f d  
under D.G I.&S. contracts of the same period, It might be slld that 
the RaiJweys made an excess payment to the Company ot Rs. 7.77 
lakhs for supplies made prim to 1-11-1949, but on the othm band 



saved Rs. 5.20 l a m  an supplies made on and after 1-11-1049; it so 
 happen^ that in the net there is an excess payment of R.. 2-51 1- 
w e r  the period of this contract. 

7. I t  is also necessary to review the background in which this 
contract was given to the Company-MIS. Indian Iron and Steel Co. 
Ltd.-who had been supplying Cast Iron Sleepers to the Railways 
since 1931. The standing agreement entered into with the Company 
for the supply of Pig Iron and its subsequent conversion into Cast 
Iron Sleepers was originally for a period of 2 years from 1-10-1940, 
and was extended by the Railway Board for further periods of 2 years 
at a time. When the extension of 2 years was sanctioned from 
1-10-1946, the Railway Board agreed to allow, by way of profit, 10'To 
on the billed prices of the supplies of Pig Iron with reference to the 

"base rate" of Plg Iron of Rs. 40 13/9 per ton p l w  extras, 
namely, increases in the cost of manufacture sanctioned on receipt of 
Auditors' Certificate from the Company On thls baas, the price of 
PIC ?ron pald by the Railways under the contract of 1946 to 1948 
worked out t o  Rs 82 '12/4! per ton for the period from October 1947 
to 3Iarch 12348 Thc Cgm~pnny, however. after first asking for an 
lncrcnscd pricc of at least Iis I36 per ton. eventually In November 
1947 gave 3 months' notice of tcrminat,on of the contract on the 
grmnd that thr price allowed to them under the contmct wa.; so 
un~v~rkabfr.  that  no othcr altcrnatlvc was feasible After discussion, 
it ~ v s s  agrc td t h a t  thc ,lgrt>emcnt would be continued until 31-3-1918. 
Thc response to the tenders whlch the Railway Board invited in  the 
mcl,intirnt. was J X K ) ~ ,  !n :hut th i  offt,r., from tendercrs other than ttus 
Company aggregated only to a total output of 1.26.598 numbers of 
s l c c p n  against n total dimand of 418,943 n u m i ~ r s  of &xpers during 
1948-41). for which tcndcrs had txen called. apart from the outstand- 
lngs o f  about 9,33,300 numbers of C I sleepers at the end of 1947-48. 
In the circumstnncvs, the Ri*ilway Board had very llttle opbon left 
but :o nrgotlntc with the Ir?di:in Iron and Steel Co. Ltd. In agreeing 
t o  pay thi* Company "n)mmercial prices FOR works less freight dis- 
advantage" the Railway Bmrd acted in the knowledge of the accepted 
and generally known practice in vogue even before control priccs far 
pig iron were promulgatrci from 1-11-1949 (and in fact even before 
1-4-1948. the date from which the contract under consideration became 
operative)--namely, that ~t was usual for firms to notify to the Iron 
and Steel Controller the "current commercial rates" of Pig Iron 
separately FOR Calcutta, FOR Tatanagar, FOR Hirapur, etc. In a 
notification issued by this Arm on 9-12-1946, for instance. the corn- 
mercial price of Pig Iron Grade I FOR Hirapur was shown as Rs. 101 
agolnst FOR Calcutta (Port) price of Rs. 94 per ton. The difierence 
R8. 7 per ton between the two rates apparently represented the 



element of freight from the port (Calcutta) to Hirapur ("place 
extra"), taking the port prices as the basic commercial selling prices 
(being higher than the cost of production ex-works to the extent of 
freight disadvantage) ; but the difference was not shown as a distinct 
component of the price, Ad the commercial rate FOR Works was 
quoted as a composite figure of Rs. 101. The Iron and Steel Con- 
troller, Calcutta, in letter, dated 31-5-1948 to the Provincial Iron 
and Steel Controller, Kanpur made it clear that as statutory rates 
for Pig Iron had not been fixed, producers were "allowed to charge 
on the basis of their commercial r a m "  which, he further explained, 
hud increased by Rs. 20 per ton compared to the rates prevailing prior 
to 1-2-1948. In the same letter, the rate per ton of Pig Iron foundry 
grade No. 2 FOR Kanpur was indicated as Rs. 1301 12/-. The com- 
mercial prices of Pig Iron before, and on and after 1-2-1948, thus 
stood as under:- 
- - -- --- - - - 

Pou.1dt-y Stmdard P r m  to I .2.48 
f.0.r --- - 

Calcutta Hirapur 
- - ---- - 

Rs. R5. 
Gr. I 94 I0 1  a. I1 92 99 
Or. I11 Yo 97 
Gr. IV 88 - 95 

- - - - -- 
On & after 1.2.48 (upto 31.3.49) 

f.0.r 
f i l & n O  Hirapur 
. . 
Rs . R h  

114 121 
I I? 119 
1 1 0  117  
108 1 15 . - -- --- 

8, b i n s t  the foregoing "commercial prices" charged to other can- 
sumers for a prolonged period prior to 1-2-1M8, the Railways had 
paid the Company only a rate of Rs. 82,12/4f per ton of Pig Imn, 
under the terms of the earlier contract of 1!346-48, and this should 
be borne in mind before any conclusion is drawn in regard to even 
the net excess payment of Rs. 2-57 lakhs mentioned at the end of 
para 7 above. It is an indisputable fact that the commercial price 
p o r  to control was composed of (1) FOR ex-works retention price, 
(2) freight disadvantage and (3) place extra, even in cases of 
deliveries at the place of the work itself. The fact t h t  the Company 
offered to forego the freight disadvantage element does not mean 
that excess payment resulted from their not foregoing the other 
element of "place extra". The criticism in the Audit para that "the 
Government paid to the Company for the Pig Iron at a rate whch was 
made up of (a) WOT~S'  cost plus profit and (b) place extra, is an 
analysis of the position in retrospect, as the contract itself was not 
aprcacd in these knns but waa bucd on "commerci.l price FOR 
warb lcss freight disadvantage". Taking all the circumstances, the 

of Railways are of the view that% is dicult  to hold that 
tbe Government has suffered any avoidable loes or that the Railway 



Board were in a position to negotiate a contract better than the one 
which is the subject matter of Audit criticism. 

This has been seen by Audit, who have observed as under:- 
"The full implication of the term 'commercial price' was not 

taken into account at the time before signing this con- 
tract. The commercial price contained an element 
representing 'place extra' but no freight had to be paid 
by the Company on the pig iron supplied for conversion 
into sleepers. There is nothing on record to show that 
an attempt was made by the Ministry of Railways to 
secure the exclusion of this item from the comrncrcial 
price." 



APPENDIX VIII 
MINISTRY OF RAILWAYS 

MEMORANDUM 

PAC's 17th Report-App. 111 
Item No. 11-Supply of defective cylinders. The Committee desire 

to know whether legal advice in the mutter was tcrken and if so 
what it was. They would like to be apprised of further pro- 
gress of the case. 

Legal opinion was obtained in t h s  case by the DG, ISD, London. 
\ 

This; was to the effect that. under the English Law, although the 
Company might contend that Government have no right of action 
because of the opportunities given under the contract to approve or 
disapprove the design of the cylinders or reject the cylinders 
because of bad workmanship, this contention might not succeed in 
relieying the Company from the responsibility of making a good 
design and executing it with care and skill. The position was stated 
as not materially different if Scottish law applied :o the case. In 
regard to the period of limitation, it was stated that it would be 
six years from the date of delivery under the English law but this 
period would not apply under Scottish law if there had been no 
undue delay. It  was also suggested that, after taking steps to 
guard against the application of limitation. the Piorth British 
Locomotive Co. should be approached either to settle the matter or 
agree to arbitration, in the anticipation that this might bring an 
improved offer. The immediate advice was for negotiation with a 
view to improving on the offer while guarding against the applica- 
tion of limitation. 

This advice was glven when the cost of repairs to and replacc- 
m a t  of the cylinders was estimated at f 60,OOO. A re-assessment of 
the expenditure on repairs and *placement of cracked cylinders 
was, however, made, since there was such a wide variation in the 
cost of replacement of and repairs to cylindm camed out as re- 
prted by the different taflways that it might not stand detailed 
-tiny in the event of legal action or arbitration. In this reassess- 
m t ,  the book-value of the cost of cast iron cylindars obaalning at 



C L ~  and the cost of repairs to cast iron and cast steel cylinders a t  
CLW was adopted, since a proper system of costing obtains in Chit- 
taranjan and does not obtain in the other ,workshops from which 
Agures were received. The re-assessment showed that the total 
cost of repairs and replacement of cast iron cylinders came to 
f 20,307. I t  was also held that only 50 per cent of this cost could 
legitimately be taken into account, in consideration of the fact that 
the cast iron cylinders design was evolved a t  the request of the 
CLW to facilitate indigenous manufacture and accepted by the Cen- 
tral Standards Office of the Indian Railways. This figure came to  
f10,153 for the 45 cast iron cylinders replaced and the 24 cast iron 
cylinders repaired. Thc total cost of repairing 194 cast steel cylin- 
ders on the basis of the cost at CLW was worked out a t  f_'8,293. 

Against this figure of about L18.400 had to be balanced :- 
( i )  the offer of f 10,000 made by the firm in final settlement; 

(ii) the possibility of the firm withdrarving this offer; and 
(iii) the cost of the legal proceedings and the possibility of 

the ultimate financial r,xsult being unfavourable. 
On a consideration of all these circumstances and factors, i t  was 

decided that it would be advisable to accept the offer of l10,000 
made by the firm in final settlcmcnt of thcr case, rather than face 
the uncertainties of litigation or arbitration. The D.G., I.S.D. has 
now informcd that a criulit note for !_'10.000 has sincc been received 
from the firm and that this sum tvill bt; deducted from amount owing 
to the firm in rrspwt of other contracts. 

A statcmcsnt is attached giving dctails of the assessment of the cost 
of repairs and rcplaccment of cracked cylinders. 

NEW DELIII; 
Dated April, 1958. 
(Case Nu. 56-B ( C )  -2498/XVII/ 11). Director, Firmrice (Esperiditure), 

Railway Board. 



Rmsed assessment of cosr of repairs and replacement of cracked cylind&s 

C.I. C.S. Total 

N.B.L. . 20 151 171 
L.M.& Co. . 49 43 92 

69 I94 
Replaced . 45 - 

21 I 94 

Cost of replacement of 45 C.I. Cylinders @ 
&.5,7131- each (Book rate of C.L.VIr.) . Rs. 257,085 L19,281.4 

Cost of repairs to 24 C.I. Cylinders @' 
Rs.570 '-each . . Ks.13.6So L I ,026 

Total cost of repairs and replacement of C.I. 
Cylinders. . . Rs.qro.765 L20,307.4 

5096 of the total cost. L1o.rg3.7 

Total cost of repairs to 194 C.S. Cylinders 
aRs.570 -each . . Rs.110,580 L8,293 ' 5 

Total cost Total cost that 
in\xdved may be claimed 

allowing for 5006 
less on C. I .  
Cylinders. - 



APPENDIX IX 
/MINISTRY OF RAILWAYS 

Supply of Defective Cylinders (Paras 23-28 of Seventeenth Report) 
of P.A.C. 

The Ministry of Railways' final remarks in respect of sub-paras 
1 and 2 of the recommendation which inter alia explain the legal 
liability of the manufacturers have already been furnished to the 
Public Accounts Committee vide another memorandum sent by the 
Ministry of Railways to the Lok Sahha Secretariat on 5th May 
1958, on this subject. 

As regards the responsibility of the Consulting Engineers, the 
legal aspect of this question was examined by the Director General, 
India Store Department, London and an extract of the reply 
received from him is enclosed for the information of the Committee. 
I t  will be seen that the opinion of the Counsel to the High Com- 
missioner for India in London in respect of the liability of the' 
Consulting Engineers is not entirely conclusive. At the same time, 
in a case of this type it ivould seem ditficult to hold the Consultants 
responsible for acceptance of clefcctive stores to the extent that it 
was not intentional. In this connection para 4 of the Indian Stores 
Department letter (cxtrnct mcloscd) to the effect that the National 
Railways of the various countries on the Continent of Europe to 
whom inspection tvas on- loadd recently by the India Stores 
Department. refusrd to accept liability for loss due to any uninten- 
tional acceptance of defective stores is relevant. The general posi- 
tion in law also being the  same, i t  is not possible to bring home res- 
ponsibility against thc Technical Consultants for any  unintentional 
omission and commission on their part so long as generally they 
have supcrviscd inspctiun rl~:~.stmably satisfactorily. 

The services of M/s. Rcndel, Pnlmcr and Tritton. the Consulting 
Engineers, were finally terminated on 1st March 1955 and they 
are no longer the technical consultants to the Govt., of India. 

This has bcen seen by Audit. 



Extracts from tetter No. S46/53CB/Rly. dated the 11th December, 1957 
from the Director-General, India Store Department, London. 
W. 3 to the Director Railway Stores, Railway Board, New 
Delhi, India, etc. 

* * * * * * 8 

3. It will be seen from the enclosure that the Counsel's advice 
on R.P. & T. is most inconclusive. The L. A has stated that he is 
unable to express any opinion regarding limitation for claim in the 
absence of contract documents. The Board are aware that M/s. 
Rendel, Palmer and Tritton were appointed as Consulting Engineers 
to the Government of India over 80 years ago by the then Secretary 
of State for India in the United Kingdom and papers relating to 
their appointment are not available in this office. In this connection 
your attention is invited to letter No. S112/37. RJH dated 
29th May, 1945. addressed by this office to the Secretary, Railway 
Board, in which he was informed that there was no formal agree- 
ment with the firm and that the terms under which they acted as 
Consultants were contained in nine letters copies of which were en- 
closed with the letter mentioned above. It will be seen that these 
letters only dealt with the subject of remuneration t o  the firm and 
the schem'e for rendering their accounts for work done. A perusal 
of the correspondence does not reveal any provision defining 
the responsibilities of the Consultants. 

4 In attempting to assess whether R.P. & T. is liable for corn- 
pensation it would be as well to bear in mind the following extract 
from the legal Adviser's noting dated 10th December, 1955:- 

"The practice of a profession which demands some special 
skill, ability, and experience. carries with it a represen- 
tation that the person practising or exercising it possesses 
to a reasonable extent, the amount of skill, ability, and 
experience which it demands. Such a p m n  is liable 
for i n j u ~  caused to another to whom he owcbs a duty 
to take care, if he fails to  possess that amount of skill 
and experience which is usual in his profession or 
calling, or if he neglects to use the skill and experience 
which he possesses or the necessary degree of care 
demanded or professed. His duty is honestly and dili- 
gently to use that care which wouid be used by others 
in the same profession or calling. He will not, how- 
mer, generally be held liable for loss resulting either 
from a mere error or judgment on a diRlcult point or 
from want of skill in performance cd.some act which ir 

/ 



not appropriate to  be performed by the  members of hb 
particular profession. Thus the question is whether 
there had been such a want of competent care and skill 
leading to the bad result as to amount to negligence 
(Halsbury's Laws of England, Hailsham Edition, Vol. 23, 
PP. 577-579) ." 

Further, it may also be borne in mind that when the Director 
General with his Advisers (composed of the Railway and Financial 
Advisers and the Chief Railway Inspecting Officer) visited various 
European Capitals in connection with the "off-loading" of inspection 
to the National Railways of the respective countries they were cate- 
gorically informed by the Railways concerned that they were not pre- 
pared to accept responsibility for any loss due to unintentional 
acceptance of defective stores and the only assurance that the Nego- 
tiating Team received was that they would help the Indian Railways 
in getting suitablc redress from thc manufacturers. 

5. Rendel. Palmer and Tritton's services were finally termina- 
ted on the 1st March, 1955 (after 5 years notice) but we still have 
occasions to refer to them old Contracts on which inspecion had 
been carried out by them. I t  must be stated in all fairness that 
they have a1kvn.s been coopcrntivc tvhc.never an approach was made 
to them. Although the Indian Railway.; have ~ ~ v e r c d  connections 
with them, Rcndels arc still the Cimsultants to Public bodies in 
India such as the Calcutta Port 'Trust. ctc. 

Extracts of thc Co~cr:s~l's c l p t r r i o r l  dtrtrd 18:h Octoher. 1957 i n  respect 
o j  Rrpr~dill. P n l r n ~ r  a n d  Tritton 

's. Rcrtdcl. Pnlrtlcv and Trttton 
I still think that l f  lltigatlo11 were to be commenced the better 

course would bc to go ~ t g a ~ n s t  t h ~  manufacturers In the first instance 
Thtw's IS, nftr-r all, the. prlnl:lV 1 1 .  I f  111 their pleadings 
they were to put thc. blnnw on h1 .s Rendtl.  Ps ln~cr  and Tritton, the 
question of pursuing the claim against the  firm could be re- 
considered. 

Limitation 
As I poir~tkl nut in my opinion, the law of limitation may prevent 

claims bcing successfully pursuc~d in the prpssnt case. This a p p l i d  
equally to s claim against M/s. Rendel, Palmer and Tritton. 



APPENDIX X 
MINISTRY OF RAILWAYS 

Nwth Eastern (ex-Assam) Railway-Non-payment of Railway Dues 
by a commercial concern-Para 71 of Seventeenth Report of P.A.C. 

During the course of negotiations with M/s. Commercial Carry- 
ing Co. (Assam) Ltd. for the recoverey of Rs. 1,07,145-7-0 due from 
them, i t  became necessary to agree to the request of the Company 
to waive a sum of about Rs. 32,000, as under:- 

(i) Rs. 15,420-12-0, representing amounts demanded from the 
Company against bills issued during the period 1949 to 
1951, which had become time-barred; and 

(ii) Rs. 17,648-7-0, representing amounts deducted from the 
bills of the Company by the Railway Clearing Accounts 
Office, long after the office of the Company had been 
dishantled and their record dispersed. 

2. In regard to the balance of Rs. 75,000, in round figures, it has 
been agreed that another firm, namely M/s. Malda Transport Co. 
L td ,  Calcutta, - rhose directorate IS intimately connected with the 
directorate of the Commercial Carrying Co. (Assam), Ltd., should 
take over the responsibility of clearing t:. ..; amount, on condition 
that that Company is allotted the contract for running the Maldrc 
Out-agency, for which it had been negotiating. This was the only 
method of recovery of the arrears due, as the Commercial Carrying 
Co. itself has no assets to enable us to recover any amount>. 

3. The amount of Rs. 75,000 is to be cleared by an immediate 
payment of Rs. 30,000 and the balance in 3 annual instalments, 
commencing from 1st January, 1959. 

4 The conditions under which the Malda Out-agency has been 
agreed to be allotted to Malda Transport Out-agency are :- 

(1) The Board of Directors of Malda Transport Co. should 
pass a binding resolution, making that company res- 
ponsible for the clearance of Rs. 75,000 due from the 
Commercial Carrying Co. 

(2) A security deposit of Rs. 20,000 should be given. 



(3) The earnings of the Out-agency must be remitted to the 
Railway daily. 

5. The negotiations with the Malda Transport Co. have, how- 
ever, not yet been finalised. 

This has been seen by Audit. 

NEW DELHI; 
Dated the 15th July, 1958. Director, Finance, Railway Board. 



APPENDIX XI 
MINISTRY OF RAILWAYS 

(RAILWAY BOARD) 
Howtah-Sheakhala Light Rail tony Coinpan y-Para 9 of Fourth 

Report of P.A.C. (Second Lok Sabha) * 

In para 9 (page 6) of the 4th Report (2nd Lok Sabha) of the 
P.A.C., i t  has been stated that the Con~mittee were not convinced 
of the reasons put forth by the Railway Board for the Railway 
continuing to make payment of compensation after 1st April, 1946, 
without the sanction of the Railway Board, regardless of the Audit 
objection first in August 1946 and again in Januar?;. 1948. pointing 
out the need for the appro\val of the Railway Board. It has also 
been stated that when it is admitted that the payment in question 
was ex gratia and not a legal liability, any review of this case should 
have been addressed first to the continuance of the payment and 
then to the quantum thereof. 

2. It is necessary to espllin that the objection raised by the 
Chief Auditor in August 1946 referred primarily to the technical 
requirement that the Railway Board's sanction was necessary to 
the payment being continued in respect of period beyond 31st March, 
1946, as will be seen from the follnwing estract from the letter of 
27th August, 1946 from the Chief Auditor. East Indian Railway, to 
the Chief Accounts Ofiicer :- 

"In Railway Board's letter No. E43WA2194/2 dated 12th 
March, 1946, thc officlal date of termination of war has 
been declared to be 1st April, 1916. In the circum- 
stances the sanction contained in Railway Board's 
No. 7057-F, dated 5th March, 1941 is no longer opera- 
tive. Fresh sanction may kindly be obtained. In the 
meantime, the payments made to the Light Railwav 
from 1st April, 1916 may he treated as having been held 
under abjection in this ofice." 

There was thus no suggestion that payment should not be mode, 
but only that payments, if anv made, would be formally held under 
objection. When the Chief Auditor enquired in January, 1948 why 
ft had been decided to make provisional payments without obtaining 
Railway Board's orders, he was duly informed that the Railway 
Bard would be approached as soon ns the r e v i d  quantum of com- 



pensation was settled with the Light Railway; he was also furnish- 
ed with a copy of the minutes of the meeting with the Light Rail- 
way's representative held on 17th March, 1948, following which a 
mggestion was made for reducing the rate of compensation further. 

3. Generally speaking, provisional payments to an outside party 
without orders from the Railway Board would be incorrect. In 
this case however, it is significant that even on previous occasions 
when payments had to be continued beyond the periods upto which 
payments had been sanctioned by the Railway Board, the same had . 
been so continued under General Manager's authority and this was 
subsequently confirmed by the Board in 1936 and again in 1941. At 
an earlier stage (about 1936), the then Chief Auditor, after a review 
of the legal position, observed as under:- 

"Thus the principle of compensation as agreed to between the 
East Indian Railway and MIS. Martin 81 Coy., has been 
approved by the Railway Board. The liability having 
been admitted and acted upon, i t  is too late in the day 
to raise the question of legality of the liability of the 
East Indian R:>il\vay under Common Law or Law of 
Torts." 

In the above backgrctund, there \r.,is a justifiable assumption that 
while negotiations should bcs carried out w ~ t h  the Light Rallwaj* 
from time to tlmc, for fixlng the quantum of the compensation 
payable. thv linbil~ty of the p , l ~ n e n t  itself was never In doubt, 
and that thcrc was no fundamentc?l objection In t he  meantlrne to 
making prowslonal payments subject to subsequent adjustments on 
the scttlt.mcnt of the rate. and on recclpt of the formal sanctlon 
of the Railway Board The payment was recognised as bang  ex 
gratla only in the sen* of being justlfied on grounds of equity, apart 
from m y  considerntlons of legal llabllity and in the background of 
such thinking over several decades, there was no occasion for the 
Railway to raise the question as to whether the payments were to 
be continued a t  all. In the circumstances, it would not perhaps be 
correct to hold that provis~onal payments pending Railway Board's 
sanetion should have been avoided, merely because of a subsequent 
dccisiop taken by the Board that compensation payments need not 
be made at a11 This subsequent decision was advised to the Light 
Railway in 1934 in time to enable the Railway to regdjust their 
ways and means m i t i o n  tor the year 195455, and the payment was, 
therefore, stopped from 1st April, 1954. Even if provisional pay- 
men& had not been made by the East Indian Railway, the pay- 
manta to the Light Railway would still have had to  be made for 



;the same period ie.,  up to 31st March, 1954, as obviously the deci- 
sion to discontinue payments of compensation which was strictly 
not due under the Law but had been made on equity considerations 
for 30 years, could only have prospective and not retrospective 
effect. 

Summarising, the Ministry of Railways would observe that the 
provisional payments made by the East Indian Railway Administra- 
tion in January 1948, August. 1951 and August, 1952, befbre obtain- 
ing Board's sanction, were not due to any error of judgment or to 
any irresponsible attitude, but were due to the historical background 
of events, viz., that the compensation had been regularly paid for 
about 30 years and there were also instances where, on earlier 
-occasions, similar provisional payments had been made pending 
Board's sanction which was subsequently confirmed by the Board. 
It cannot be said that the provisional payments in themselves pre- 
judiced the position, and the stoppage of the payments in any case 

-was possible only after a decision had been taken by the Railway 
B d  and communicated to the Light Railway. 

A reference has been made by the Public Accounts Committee to 
the time taken from July 1952 to January 1954, in the Railway 
Board's ofece to reach a declsion and to the fact that, on account af 
this delay, the payments had to be continued for a further permd 
of two years. It is necessary to explain that the perid from 1% 
to 1952 was taken by negotiations at the Railway level, whlch had 
the result of getting the Light Railway to agree to receive a re- 
duced quantum of compensation. A percentage of 45 per cent- 
later 60 per cent-had held the field for nearly three decades, and 
reduction to 31 per cent could by no means be effected without pro- 
tracted meetings and negotiations. ks regards time taken m the 
Board's office, a sequence of events between July 1952 and January 
1954 is given in the enclosed statement. It was obvjously not 
possible to stop straightaway a payment whch the Light Railwa) 
had been receiving year after year since 1919, and fresh examina- 

t i m  had to be carried out from the legal angle which involved col- 
lection of some basic information from the Railway and reference 
more than once to the Solicitor. That the case was intricate is 
clear from the fact that after giving his preliminary opinion. the 
Central Government Solicitor at Calcutta requested that the opmion 
of a senior Counsel should also be taken, which was done. As will 
be seen from the attached statement, the h a 1  reply from the Solici- 
tor was despatched from Calcutta on 5th January, 1W and the h a 1  
orders uf the Board were issued on 19th Jmury, 1W. The b r d  
.thenfore fed that the views expressed by the Committee in the 



concluding portion of their recommendation do not seem to be 
corroborated by the facts stated above. 

Audit has seen the Memorandum and has observed as under:- 

"Audit does not see any reason to change its views in the 
matter which have already been furnished to P A C .  
The objection raised by the Audit in August, 1948 
covered both the questions of technical requirement of 
a sanction from a higher authority and the propriety of 
the payments." 

Director, Finance, Railway B a r d  
Enclosure: 1 statement. 

(in 5 pages). 

New DEW; 
The 14th July.  1958. 



Item Date Time taken 
No. 

Events 

The request was made by the Eastern 
Radway for approval to the compnsa- 
tion computed by the Railway. 

2 22-8-1952 I month The  cssc was submitted by office. 
(Board's office) 

3 17-9-1952 25 days ( h a r d ' s  C:onsidcrdtion of the case bv ?'.G. and FI- 
office) nmx leading to the issue of Rcrard's 

letter dated I--s)-52 calling for cer- 
tain d m  together w ~ t h  the details and 
anah s is thereof. 

General hianagcr. Fktern  Railway r e  
minded for a repl! ti3 hls lctrer of I 77-52 
(Item I). 

The Eastern Iia~l!!ay's atrention wa\ m- 
vited to Hoard'. lettcr of I 7-9-52 (Item 
3). A copy ot thrs Imer was alsu sent. 

The h s t e r n  Kailua\. was again reminded 
for a reply to ikwrd's lcttcr of 17-9-52 
(Item 3). 

The  -tern Hailway said that b a r d ' s  
original letter of 17-9-52 was not re- 
ceived and that a find reply to t he  
lma rrceivcd with &mds Iencr 
of 29-10.52 (Item 5 )  would be sent 
shortly. 

Thc date of the final reply of the Eastem 
Railway to  Roard's lenn of 17-g-jz 
(item 3). 



Item Date* Time t a b  
No. 

9 25-2-53 42 days(13-I- After consideration of the Railway's reply, 
53tq25-2-53) the Board suggested a reference 

(Board s office) being made to the Eastern Railway on 
the question whether the compensatian 
was liable to be payable in perpetuity 
and the law under which it was so pay- 
able. 

10 16-3-53 The Eastern b l w a y  acknowledged the 
letter of 25-2-53 (item 9). 

1 1  30-5-53 A reminder sent to the h t e r n  Riulway 
for a reply to Board's letter of 25-2-53 
(item 9 ) .  

The Eastern Ibilwaj. informed the Board 
that the Chief Chmmrrcial Superintend- 
ent had been requested to arrange for 
obta~nlng the optnion of the Sol~citor to 
the (:cntral Government at Calcutta 
r c p r d ~ n c  ~ssues ra~sed tn Board's letter 
of' 25-2 -  r 953 (item 9). 

A.D.O. reminder to the General Alanager 
Fmtcrn Railway (Shri K. R .  hlathur) 
requesting to depute one of the officers 
of thc Kailway to discuss the case with 
the Solicitors personally and obtain their 
views as early as possible. 

D. 0. rcply from Shri Al. ?:. Chakraborty, 
S. D. G. 51. to DFE informing that the 
mntter was being pursued to a con- 
clusion in conjunction with others con- 
cerned including that Solicitor to th 
Cxntnl Government 

Reminder to G. M. Fsstern Railway en- 
quiring when the final reply might be 
expected. 

16 19.9-53 7 months Shri h1.N. Chakratrony (S.D.G.5i.)rcplied 
(from 25-2-53 dcmi-officially that the case was re 

to 19-9-53) fcrrcd to the Solicitor to the Central 
(Eastern Rly.'s Govt. at C'alcuttn on 7-9-53 by the Chief 
oficc:. Cimmercial Superintendent. The dc- 

lay u-a.9 due to the draft letter to the 
Solicitor having had to be revised twia  
before ~t was approved by the FA & rho. 
It \r as also mentioned that the Solicitor 
mas &cd to fix a date for discussion 



Item Date TimeEokn 
No. 

D. 0. reminder to Shri M. N. Chakraborty, 
S.D.G.M. to look into the case 
personally. 

Shri M. N. Chakraborty forwarded the 
preliminary opinion of the Cmtral Govt. 
Solicitor who also requested that the 
opinion of a Senior Courwel should be 
taken. This was approved by the Eastern 
Rnilwav. 

Reminder to Shri M. N. Chakrabony, S.D. 
G.M. as to the further development in 
the mnner. 

Reminder to the G. M. Eastern Railway 
as to how the matter muxi. 

ax - 1 -  4mont.h~ Shri M. S.  Chakrabort)., SDGhl for- 
(from 19-9-33 warded the final opinion of the Central 
to 5-1 -si#%s- Government's Solicitor at Calcutta 
tern Railway dated 23-11-53. This was in reply to 
office including Railway's reference dated r a- r 0-53. 
3 months in 
Solicitor's 
office). 

2219-1-54 14days c ti. 5 .  Eastern Railway was ins- 
(from 5-1-54 uucted that the payment of mmpensa- 
to 191-M) tion should be stopped w.e f. the year 
(bard's offi~v I 946-47 

Board's offia Eastern Railway Solicitor's office 



MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

MEMORANDUM 
Railway Audit Rsporr, I 936 

Para 20.--Other caaes of losses-Western Railway (1)--Overpayment 
made to casual labour engaged on the C:. P. (.:. Scales. 

Reference appendix to Office Memorandum No. 96/PAC, 57 of 25-9 -57 
from Lok Sabha Secretariat calling for information regarding points on which 
notmlmemoranda are desired by the Public Accounts Committee. 

In may, 195 r the Railway Board h u e d  cennin instructions reddining casual 
Iaimur. These instructions read as under:- 

"The Railway Hoard have reconsidered the orders issued in their letter 
No. I;~XCRC!I~O dated 1211 l49 and have, with the sanction of the 
President, decided as follows :- 

( i j  Staff paid from continpencies-exccpt those retamed without 
limit of tenure-should be treated a. casual labour 

( i t  I a h u r  on projects, 1rr~SpCCtl~e of duration, should be treated as 
casual labour except those transferred from other temporary or 
permanent employment. 

; J I I )  Seasonal labour who are ~ancttnned for specific works of 1-9 than 
six months' duration should be treated 9s casual labour, but if 
wch labour ic shifted from one work to another of the same type- 
e . ~ . ,  relaying . and ore maintained in pnp and the total conri- 
nuow pmod of such work at any one time is more than six 
months duration, they should be treated as temporary &er 
the expiry of the first six months of the continuous period. 

2 .  Thesc orders have effect from the date of lmut of this letter." 
2. On receipt of these ~nstructions, the Western Railway mnsidered the 

mrner and mued a arcular to all concerned In September 1952. Pard z(a] 
of the circular read PS under:- 

"Staff paid from contingencies --except those retained without Limit 
of tenurc-shauld bc treated as casual l abur .  

Staff pcud from contingencies d engagccd fur specific pertods should be 
treated ns casual l a w .  Watcmen enpagecl at stations during the 
hot wwrhtt, punkha coolies enpapcd in offices etc. will, rhercforc, 
bc treated as casual h h u r .  A waterman engaged against u 
pcnnanent pnst or n t a n p m r y  pst which is likely to ~x~ntinoc 
8.6. is not o aawnnrll demand, wiH nnt be treated as a Inbtwr 
a d  will bc engaged on thc prescribed s d c s  of pay ctc." 



I t  came to notice, however, that watermen engaged at stations d u r i q  
-the hot weather and punkha coolies engaged in offices were not paid from 
.contingencies but were included among station staff under Demand No. 6. 
'This had been the practice all along in the Traffic Department on that Rail- 
way. The question whether hot weather establishment should continue to draw 
their pay as Station Staff or should be treated as casual labour and paid from 
contingencies was considered at length by the Railwav and it was decided in 
October, 1952 by the Headquarters Personnel Officer, after, taking the advice 
of the Deputy Fi.lar,cial Adviser that such staff. charged to Grant No. 6, will 
not be treated as casual labour and would be engaged on the prescribed scales 
of pay etc. 

3. This lead to the appointment of Watermen, Punkha Coolies. Rhisties 
and Khalasis as part of the hot we~ther establishment for periods of less than 
6 months at stations on Prescribed Scales of pay instead of the current market 
rates all over the Western Railway. The matter was taken up by Audit in 
April. 1953 at the Regional Ic\.el, and was referred to the Hexiquarters 0:fii.e 
in June, 1953. The matter remained under consideration of the Railway Ad- 
ministratin for considerable time and inspite of reminders from Audit waqnot 
finalised early. A reply as from the F.4 & C.40 over the signature of an Assis- 
tant Accounts Officer. requesting Audit to drop the obiection was issued 
in December, 1923. Although there is no recorded evidence of any earlier 
or subsequent discussions having taken place, it appears the matter was later 
informally discussed between the Chief Auditor and the Dy. Financial 
Adviser and Chief Accounts Officer and the Financial Adviser and Chief Ac- 
counts Officer when the Chief Auditor further pressed this obiection in 
February, 1954. A note on Chief Auditor's letter of February, 1954 was 
put up b \  the Assistant Accounts Officer in ,4u~ust, 1953 addressed to the 
D e ~ u t y  Financial Adviser and passed on by the latter on the same day to the 
FA.& C.A.O. The F.A. & C.A.O. eventually accepted the audit view and 
replied derni-officially to Chief Auditor in February r g j ~ ,  the intervening 
delay being apparently due to the I:.A.&C.A.O's preoccupation as a member of' 
the Enquiry Committee dealing with the case against the ex-Saurashtra Railway 
officers. Instructions to the Departmental officers were, however, issued 
by the administration only in Ocrobcr, 1955, after the connected file, which 
had been misplaced, was retraced in August 195j.The instructions issued in 
October, 1955 provided inter alio that watermen engaged at stations during 
the hot weather charged to Grant No. 6 would be treated as casual labour 
if the period for which they were engaged was less than six months. 

4. Subsequently in August, 1956, the Railway Administrat~on issued 
further instructions that casual labour as already defined in their earlier cir- 
culars should be engaged at market rates and not given the prescribed scalcs 
.of pay.  It was also stated that waterrnen engaged at stations during the hot 
weather should be treated as casual labour even if the period is over six 
months. In the meantime, an overpayment of Rs. I ,93,379/- had already been 
made due to the engagement of watermen and other hot weather establish- 
ment at stations on the prescribed scales instead of the current market rates. 

5. As will be noticed, the overpayment in this case occurred because 
expenditure on casual labour at stations was charged differently as a result of 
advice obtained from Accounts (the Deputy Financial Adviser). I t  has been 
pointed out to the Railway Administration that, in view of the doubt which 
had arisen. the matter should have been referred to the Board for their clarifi- 

a t i o n  so that the ambiguity could have been cleared promptly. 



6. The Board mnsider that there have betn the following specific- 
shortmmings on the pan of the Western Railway Administration in dealing 
witb this case :- 

(a) Giving an incorrect interpretation of the orders conveyed in the- 
Board's letter No. E48CPC/xso Pt. I dated r 5-5-1 951 ; and 

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

After a careful consideration of the whole = the Board have held that 
the then Deputy Financial Adviser, Westem Railway, was primarily respon- 
sible for the wrong interpretation of the Boerd's orders. I t  has also been 
considered that this officer, after receipt of the audit objection, should have- 
shown special alertness in obtaining a decision quickly and gating revised 
orders issued with the least possible delay. The Board have, therefore, 
asked the General Manager, Western Railway, wide their letter Xo. E (o)158 
PU;r/l3 dated 5-8-1993, (13 to call for this officer's arplaoations to show cause 
why the penalty of 'censure' should not be imposed on him for these failures; 
and (ti) to investigate the reasons for the inordinate delay, referred to at (b). 
above, in dealing with this case, and obtain the explanations of the ditferent 
officers concerned for the dclny caused by each one of than, and forward 
t he same to the Board for funher orders. 

7. The General Manager, Western Railway has also been asked to write 
off, under his powers, the amount of overpayment of Rs. r,93,379. 

8. Instructions have also bten issued to Railways that in cases where 
audit have questioned a payment, prompt action should be taken to resolve 
the audit objection instead of letting overpayments accumulate over an ex- 
tended period. 

'This has been seen by Audit. 

Lk+cctor, Flncacc, 
Railway Board. 



APPENDIX XU1 

GOVERNMENT OF INDIA 
MINISTRY OF W O W S ,  HOUSING h N D  SUPPLY 

Note for the Pablic A c c o ~ t e  Comxnlttet-Para 18 of Audit Rc- 
1 port (Railways), xgj5-Purchase of Bridsh Stindard Locomotive 
components and fittings in dollars (hard currency) instead of sterling 

Question 
.Was t l y  quesrton rqprdtrqg the 

d d a y  in thi d, liv, of rh lo- 
comorivcs t&n up m t h  tht ma- 
nufacrums? ij so, witk what te-  
d t s ?  if not. why not i Whedtcr 
any a r t  n p  was m a d e  to claim 
damugcs  from thsm? If so, whul 
was the outcome of t .hl  ? 

The contract contained liqu~dateci da- 
mages clause but the question of levy 
of liquidated damages was not speci- 
ficallv considered by the India Supply 
Mission, Washington, perhaps due to 
the foilowing circumstances : - 

*(a) The total delay involved in deliv- 
ery of the majority of the locomotives 
ranged from r to 5 months, and this 
was not considered as unreasonable 
taking into account the f a a  that the 
specifications had to be amended a 
number of times to suit the require- 
ments of the Railway "oird ( r which 
became necessary during the manu- 
facture of the locomotives. 

(b) Delay in receipt af sheets, castings 
and British Specialities by the manu- 
facturers from the respective sup- 
pliers of these stores. 

(c) The manufacruras' proposals con- 
templated following standard Cm- 
adian practice in the constru~tion of 

- - 



these locomotives but in many ins- 
tances, this was not suitable to our 
Inspector and it took considerable 
time on the first one or two locome 
tives for the manufacturers to know 
what exactly the inspectors required. 

2. T h e  question of levy of liquidated damages for delay in the delivery 
baf the locomotivcs has been de nooo examined by thc Indi:: Supply Mission 
but Government are advised that these claims have become t~rnc-barred 
and as such nothing further can be done in the matter. 

(The ex:ta date on which tbe claims for liquidated damages btamc 
tlmc-barred is, however, diffic~llt to determine. Accordmg to the Legal 
Adviser to thc India Scpply Mission, t f .  claims became timt-barrtd 6 yiPrs 
after the contrdrt tichvcry date. As s1.1pments were complcte in 1950 rhc 
claim bccamc timc-brrcd somcr lmc in 1956.) 

3. It may bc m~nt ione~i  that the Railway Board in this case brought 
crrtaln specific claims to the notice of India Supply Mission, namely (9 
arising our of bad marc rial an,: bad workmanship and (ii) claims for frcight 
and fitting chargcs on the dcficicnt British Specialities that wcrc flown to 
India. Thc Board haw now furnished derails ofthesc claims (rhtxe amount to 
$27,395) to India Supply .Mission and these are being finalized by the 
Mishion. 

'hThc.rc. IS no dccisiun on reGrd Jctailmg the c i r w t a n c c s  in wh~ch 
.hc 1.S .!I., VChrhlnflon did not cunsldrr the question of the I c ~ y  
c-f 11quicj~:'J ~itirn-. The reasons aciJuccct by the ~ h b t r y  
in \u;.pt r t  of  thc inactlcsn of thc I.S.M. are, thcrcfore, s u r m i e ~  
wh~ch :Ire not \usmpt~ble of vcr~ficarlon by Audit." 

New DELHI; 
Dared 20- IS- 1958. 



APPENDIX XIV 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
S t R m  :4upp temmtary  Note on t k  systm of Purchases from abroad 

indicating measures taken to guard against lossar due to defec~iwc 
irupecrion or defective terms of contract. 

Attention is invited to this Ministry's Notc dated r 6-10-1957. on thc 
system of purchase:, from abroad indicating meaqures taken to guard 
against losses due to defective inspection or defective terms of contract. It 
may be stated that this Note has since been examined by Audit, who, whilst 
amfirming (in consultation with the Directors of Audit in London and 
Washingron) that the position as stated therein was generally correct, ncvcr- 
theless desire that we should send a supplementary note to the P A C .  Thb 
is to makc it clear that (i) a decision has since been taken to restrict depart- 
mental Inspection of Railwaystorts and off-load such inspection to the Nationab 
Railways ofthe aountries conarned(asthe Indian Railways were no longer able 
to spare the technical personnel necrssary if departmental inspcction were 
to continue) and (ii) to include certain further cdses (PS observed by Audit) 
wherein losses have been caused to Government due to defective inspection 
etc., carried out by the Commerc~al inspcctlrn agencies on behalf of India 
Store Department, London and India Supply Mission, Washington. 

2. As regards (i), nameiv, the ~ r o c c d w  for inspeaion o i  stores, i t  
may be mentioned thx  thc position stated in para 6 of the earlier note was 
correct, at the time, the note was submitted, as the decision to off-load 
iwpcaion of Railway stores to the National Railways of the countries a n -  
amed/wmrmrcial Agencies was taken subsequently. In this m ~ e c r i o n  
the note recorded by Director of Audit. C'. K. is pertinent and is reproduced 
below :- 

" Except in thc case of the U.K. recently the inspealon of railway 
stores has bcen or will shonly be off-loaded to the National Rail- 
ways ofthe countries amccmed (e.g. Austria, & I g ~ m ,  Germany, 
Italy, Poland, Switzerland and Yugoslavia) from where stores of 
substantial value are procured. This " Change over " ha3 
been made as the indim Railways are no longer ablc to spare 
the technical personnel for inspeaion. It may be mentioned, 
however, that the India Store Department [cam which negotia- 
ted these t r t t n s f ~  were informed by the Govcrnmcntb conctrncd 
that they were nor prepred to acmpt responsibility for any loss 
due to unintentional acaptance of defective s t o m  
and the only assurana that the negotiating team was able to 
obtain was that they would help the Indian Hailwayc In w r i n g  
suitable redress from the manufacturers." 

It wdl be seen from abow that the ~ ~ ~ m e r ~ l d  mspccnon ugencics do 
not acccpr any liability for uninrentional acfcctlvc 1nspeclic)n of s tom, 



thovgh they have agreed that they would help the Purchase Organisation 
in getting suitable redress from the manufacturers, where such defects arc 
noticed subsequently. 

As regards (ii) it may be stated that besides the cases mentioned in 
Annexure I11 to this Ministry's nose dated 16-10-19j7, there were two 
further cases, namely, those for Cylinders for W. G .  Locomotives and 
Rajasthan rails wherein losses were caused to Government. In the form= 
case, the loss oc~vrred due to defective inspection carried out bythe Technical 
Consultants-M/s ~ e n d c l ,  Palmer and Tritton, for which evidectly the 
I.S.D. cannot be held responsibile. As regards latter, the inspection in 
this case, too, Was done by an outside agency, as I.S.M. have no facilities 
for departmental inspection. Besides this case had peculiar features in 
that new rails as such were not purchased. The extent of loss suffered by 
xhe Go\wnmcnt in these cases is indicated in Annexurc I .  

Naw DRLHI; Secretary ro rlre Goucrrmwnl of Indu.  
Duttd I 8-7- r 958r 



Sr~ternrur giving paticular..c of further contracts, placed bv the India 
Store Dtyotrmcnt, London und Indin Serpplv Mission. *ashinRton. ' 

where losses have been caused to Government 

Sfow Contract Value Approximate lass 
- - . -- -- - 

Cyl~nde-q , 2,990,680 (Subject r c  [ LOCO- * ! l ~ . . + ~ 7 ' -  
molive Aianufacturer. A s r l a -  
r ion's Safeguarding clause\ 
regarding price'. 

Rails . . t 798220 ' R, 3.35.?83:- 

I'ke figures 0 1  ntK iosses muicatci abmc &re sbasrd on inft.rmal 
in~sl ied ty the h \ m ~ s ' p  I > !  Kallums. 



APPENDIX XV 

MINIS'IXY OF RAILWAYS 

Oompa-vmmr ro a lrandling Contractor-Para 16 of F m r h  Rqmt of 
P.A.C. (and Lok Subha) 

'The d i s c i p l ~ i ~ y  aspect of the case has been considered by the Board 
ni:h reference to the consideration that extra payment had occurred due 
to non-raalisation of the full implications of the terms of the contract in 
proper time. 

During thc years 1947 to 1953, a number of officers had worked as 
Ciaxis Supdt . of the Goods Dcpot concerned. In regard to I hcse c!fficers, 
excepting one officer, it has been held that in the course of the day-ro-day 
working, they may not have been aware that a small batch of 8 departmental 
homo& were doing reweighment work, and thar they could hardly be blamed 
if they did not notice this and that it was not in conformity with the a g e  
ment executed hy the Handling Contracmr. While it would have h e n  
creditable on the part of the officers if they had discovered the irregularity 
no b l m e  as such could be attachcd to them. Accordingly, in the case of 
officers ~ o n m i ~ ~ d ,  excepting one, the Board have come to the conclusion 
that no specific punishment as such is called for. 

'The officer who hied to rectify the irregularit! even t h o u ~ h  h e  a a r  
swam that departmental labour was being utiiised for reweigtment of in- 
ward goods having rnircd from service, the Board have passed ordas  with- 
holding 25% of the Spccid Gntributicro to Provident Fund otherwise 
payable to h. 

This hrq been wen b) .\ud11. 



MINISTRY OF RAILWAYS 

Supply of Ddf.Ctive Spri s a all meral M s n e  G q e  wad body Shells- Yf; P a m  and a3 of ourch Roporc of P.A.C. (md Lok Sabha) 
The Ministry of Railways wish to clarify that the expression " safety 

margin of approximately tons" in the earlia note submitted to the Public 
Accounts Committee referred to as Appendix VI in para 22 of the Com- 
mittee's Report under rcfemce did not mean that without this margin 
there is risk to the lives of the passengers. The provision made against 
breakage of a spring is the provision of safety spring stops, against one of 
which a spring comes to rest if a hanger or if the top sprbg plate breaks. The 
,design of the bolster springs in the case of MG coaches under reference 
.provides such a spring stop, which automatically prevents deflection of the 
springs beyond a certain limit unda ~vcrload condition. The decision 
of the Central Standards Organisat ion to st Sen springs was, howcva, taken 
to p m t  discomfort in riding under extra-ordinarily heav loading con- 
ditions such as were not originally envisaged. 

2. The Ministry of Railways submit with all due respecl, that, for es- 
.timating the tare weight including of furnishings, the Central Stendards 
-ion adopted what appeared at the time to be a reasonable basis 
and  that therefore the question of fixing responsibility does not arise. 

3. It is necessary to mention that the daign of the units as adopted 
Iby the Organisation, induding the entire suspension and spring gear, was 
prepred many yean earlia by MIS. Rcndel, Palmer and Trinon, Coa- 
suiting Engineers of long standing and repute. In defetcnoc, however. 
to the Public Accounts Committee's desire that "an investigation should 
be made into this case and responsibility fixed", the Ministry of Railways 
have appointed a high level team of officers to examine the case fully md to 
wubrnit a report. The results will be reported to the Public Accounts Com- 
mittee in due course. 

4. The Public Acwunta Committee's further conclusion that " the 
working of the Central Standards Office requires looking into " is based oa 
this case and another case both going back to 1954 and wlia. The Centnl 
Standards 05ice has bcm roorganised and strmgheacd recently os part of 
the new Rest~rch, Devrlapment and Staadrrrds O r ~ i o a  which is cur- 
rently unda the closc supervision of the Railway Board. The high-level 
.team of oSccrs referrad to in the preceding h will, b w w ,  hn du 
m t y ,  mi* t k  of t h  b.ndar* ~ m c a  irr r h  
r n r  padd. 

This has been seen by Audit. 



APPENDIX X M  

MINISTRY OF RAILWAYS 
(RAILWAY BOARD) 

Cmtral Railway -Construction of a Colliery Siding for a private Com- 
pany without settlement of terms-Paras 26 and 27 of Foutrh Report of P.A.C. 

In regard to the last sub-para of the recommendation, it is stated that 
the uniform basis which had been recommended by the Commercial Com- 
mittee and which had been accepted by the Railway Board, in levying sicfing 
charges, was as under :- 

(i) Interest, maintenance, and depreciation charges to be recovered 
separately as an annual lump sum pa!ment; and 

(ii) Siding charges to be based at Re. I / -  per loaded 4-wheeled wagon, 
,subject to a minimum charge per trip arrlved at by multiplying 
the average time taken per shunt by the cost of stiunting Engke 
Hour. 

In drawing up phased programmes for change o v a  to the above uni- 
form procedure for charging sidng charges in respect of existing sidngs, 
aevad diaculties haw been encountered by the &fierant railways. Some 
of which are as follows :- 

(i) In several cases, existing sidings are governed by siding agree- 
ments, w h ~ h  make it difficult for the existing charges to be 
changed, without negot iat ions. 

(it] In some cases, several sidings are being saved by the same shunt- 
ing engine, making it d~fflcult for a mirumurn per trip for each 
sidmg to be specdied separately. 

In view of t h a t  difficulties, i t  has not been possible to introduce uni- 
formity on d l  railways by the cnd of June, 1958. I 'he maI1er is being Fur- 
sued vigorously, and it is cxpcctcci that a unitbrm basis in resFea of existing 
sidings would be introduced on d l  railways by about 1st Apnl, 1959. Such 
uniformity hns, however, hcen adopted in rcpurd to new sihngs, in the cases of 
all of which, thc siding oharirgcs arc txmp fixed In accordance with the above 
formula. ALSO the p r m i ~ e  on st'rne ~i the railways has a l d y  been con- 
forming to the undiwrn h ~ s  proposed. 

As regards t h ~ s  pmicular &use, the sum of Rs. 146,630 to be realised 
from the ccmpany t ou nrds iirrcqs of ~ n t t ~ e s t  , rnunrcnun~e, deprec~ar ion 
charge at 6i0/, per annum w a  cd~xlured on the cdptal cost of the s~ding 
borne by r he rulw ay ft,r I he perlcvi 21 -3-19.4; to 5-7- 1954. The firm. hme\er ,  
cuntendod that thc colllcry had twm 3c\ e1opc.J. prcmaturcly at the express 
request of the Govcmmmt rmd t hat nornully rhcj uvuld not habe debeloyed 
the colliery tin111 a k ~ u t  I y j q  w d  that on ncmld dcsclu~ment, they would 
not have ~ n s ~ d l a d  a u&ng until thc collier} hlid dc\clopd rts pit works and 
cnmplctcd 11s crcct~on o! other ~nsrallatitms at the colltcr).. 1 he}, therefcw, 
ConIcndcd that the arrtnrs arsesscxj b} thc rculuag as not h l r  to the ccrnpny. 
?'aking this contmutm of the company Into account and alsa the facr thnr 
the result of my kgal r~licn to enforce the full Fiqmcnts frrra the firm war 



not quite certain, it was decided, based on legal advice, to compromist,by 
F i n g  to a payment of Rs. g4,ooo towards arrears, this figure having been 
anrved at on the basis of the actual production of the colliery for the period 
1947-53. The firm have paid on 2-7-58 the amount of Rs. 94,000 in 
full and final settlement of the siding charges arrears. 
. As regards the staff responsibility for the omission to settle the terms 
with the colliery, before construction of the siding and for the inordinate 
(delay in settlement, the matter is under investigation. 

This has be~m seen by Audit. 

NEW DELHI; Director, Finance, Railway Board. 
gored the 14th 3Jy 1958. 



APPENDIX XMlI 

MINISTRY O F  RAILWAYS 

MEMORANDUM 

Para 14 of Audit Report, Railways, 1956-North Eastern Railway-sarc 
of grass and fishing r4ghts. 

With refcrencc to the above Audit Para, the conclusions of the Public 
Accounts Committee have been recorded as under, in S. No. I I of Appendix 
I1 of Public Accounts Committee's 4th Report :- 

"The Committee appreciate the nced for encouraging Co-operative 
Orpanisations, but they feel that being a commercial department 
the Railuays should not ignore business principles. 

They are also distressed to see the long delays on the pan of the Railway 
Board in taking decisions in this case and desire that the cast. 
should be settled without further delay." 

2. As the Committee themselves have recognised in para 28 of their 
Report, it was on the recommendation of the hlinlstry of Agriculture that .he 
lease of firass was givcn to the Bihar Provincial Federation of Goshalas and 
Pinjrapoles, even though the Federation had not responded to the open tender 
and even though at the time of the award of the contract for 1950-51, the 
Federation had not paid for about a fourth of the contract value of the earlier 
year. The stipulation for both 1949-50 and 1 9 p _ c 1  that the Federation 
should pay for the contract the same amount as offered by the highest tenderer 
was made in the genuine belief that this would safeguard the financial interest 
of the Government. The obsen.a~ions of the Public .4ccounts Committee 
in the first sub-para of their aforesaid conclusions are noted for future guidance. 
In fact, when awarding the contracts subsequent to 1950-51. it was appreciated 
on the advice of Audit, that the calling of tendcrs merely to fix the value of 
lease to be entered into with a pre-determined party was not realistic and 
contracts wcrt givcn strictly on the basis of tcndcrs received. The Federation 
did not tender after 1951, and no contract was Ict out to them either. 

3. In regard to the second sub-para of the Public Amounts C~mrnittee's 
conclusions, it is regretted that t h e r d m  been some delay in finalisinp the case 
due to the efforts which were being made until m-ently to recover the dues 
from the Fedemtian. This delay in itself, however, has not affected the cisc 
adversely as a registered notice had already been s e n d  by the Chief Engineer 
of the North Fmtern Railway on the Federation on 9-1-1953, so that the case is 
not suit-bamd. I t  is felt, however, that the institution of legal proctedhgs 
against a Sacial Wclfare Organisation involving additional legal cxpeasg, 
however small, would not be inthe fitness of things. 



4. Having regard to the recommendation of the Public Accounts Com- 
mittee that the case should be settled without any further delay, the Ministry 
of Railaays have come to the conclusion that, all things considered, aaiom 
Pgaiast the Federation should be dropped and that amount shown as due in 
respect of the contracts of the Federation should be waived. 



a 
APPENDIX XIX 

MINISTRY OF RAILWAYS 

MEMORANDUM 

I'ara:rcof Audit Report, Railways, 1956- W a r m  (ex-Saurcuhtra) R a i l w q c  
'1 Nun-recwmy of interest and maintenancee charges j a t  sidiqr 
-4 

In regard'to the above Audit Para., the following observations have bea 
.recorded a~ainst serial number 13 of summary of the main conclusiom/ 
.recommendations of the Fourth Report of the Public Accounts Committee, 
1957-58, on the Appropriation Accounts (Railways) 19~4-~5+idt  Appendix 
TI ro Vol. I of this Report (Para. 36 of the Report). 

"The Committee desire that the Railway Board should examine the 
feasibility of taking over assisted and private sidings on the cx- 
Saurashtra Railway (now merged in Western Railway) from the 
Bombay Stste and bringing them under the control of the Railway 
Board." 

2. Earlier, when calling for certain note\ whish the Public Accounts 
,Committee wanted from the Ministry of Railwavs, the Lok Sabha Secretariat 
in their Official Memorandum No. 96-P.4Cr57 of 25-9-57, asked for the follow- 
ing in connection with this subject: 

" A  note in detail indicating how the accumulating arrears outstanding 
in mpca of ex-Saurashtra Railway arc propased to be m v e r c d  
hy the Railway Board may please be furnished." 

3. The latest position as reported by the Western Railway is indicated 
below in detail, showing the amounts due to the Rnilway upto 31-3-1958 and 
not recovered upto 1-6- 1958 (allowing the usual time-lag of 2 months taken 
in effecting recovery of a month's dues.) 

Serial Particulars under different categories No. of Dues upto 
No. of of sidings sidincs in 3 1-3-1958 

category* each of the outstand- 
categories ing as on 

I Sidings for which pavmcnt ic  ctrnent. 37 46-43 
a Siding for which owners have made part- 

PeYmmt s 679s.4 



-- - - - - - -  ---- 
3 Maharaja's sidings g 18216.09 
4 Sidings already dismantled . 7 12261.99 
5 Sidings under process of dismantlement . 5 20871.00 
6 Sidings to be dismantled which are under 

correspondence . I 1871.00 
7 Sidings for which owners are not making 

Payment 5 23817.31 
8 Sidings belonging to the ex-Saurashtra 

Government the ownership of which is 
under reference with Bombay Government 2 2877.06 

9 Sidings the ownership of which is suhjudicc 
on account of which the cases having al- 
ready been filed in the court . 3 28460.50 

10 Sidings (Railways) . 4 . . 

- - . - -"- - 
Note. (a) The a m o m  cf Rs. 23,817- 31 nP. shown against category 

7 (LC. ,  where ovmers are not making pyment) does not 
indude en ?mount of Rs. I ,680'3 I nP. pcrteinirg to the 
years 1956-57 and 1957-58, for which bdls have no, bcen 
prefermi by the Railways, the matter being under dispute 
witb the panies. 

(bl The amount of Rs. 2,877.06 nP. shown wins t  catcgory No. 
8 (i.e. Sidings bclonghg to the a. Saurashtra Govcmmenc) 
does not include an amount of Ps. 2,270'25 nP. r d a t i q  to 
one siding from the year 1954-55 to 1957-58, for which b i b  
havt not yet been preferred, pending decisiaa of the owna- 
r hip issue. 

J. As a result of s p e d  efforts, considerable progress haa, boa, made in 
&axing reoovcry of anear charges due in respect of the sidings, in that the total 
amount of Rs. I ~3 ,220  (appmx.) shown above as outstanding on I -6-1 958 is 
rppreciably less than the amount of Rs. I , 4 1 4 9  outstanding on 1st September, 
1956 (and a still high= amount of Rs. 1,79,729 outstandrng on 31st March, 
1957). 

5. Tbc detailed analysis of the position which has been  mad^ indiates 
tbat the arrears in rrspcct of sidings the ownership of which is under refermcc 
with the Government of Bombay--es successor to the ex-Saurashtra Govem- 
ment--err quite mal l  acluding sidings under this category alkady db- 
mantled, there h only one case left out of the two cases shown against category 
8 above, and the amount outstanding is also quite small. in the other case, 
th Statc Government )ms agreed to the siding being treated as a railways, 
siding. In the former caw, which is still unda d e m a  with the Govan- 
rncat of Baabey and which Is scheduled for discussion at the CarcrPl ManagerD* 
(Westan Railways) nact mating with the Chief Minister, Govanment of 
Banbey, it has been ~sana ined  that the Assocjnted Canart CQ. for whom the 
fbillDcr Porbander Statc hnd provided the srding, continued to pay charga 
oo dK Snurashtra Govanmart even oha 1-4-1950. 



6. Apart from the case of the siding which is under reference with the 
State Government the list in para 3 above, includes sidings dismantled or 
under dismantlement-(catqories 4, 5 and 6), in respect of which there 
will be no further accumulation of charges. Arrear bills of value Rs. 24,913 
in respect of sidings shown in category 10 are being withdrawn as it transpires, 
after examination, that the sidings are really railway sidings ; no amount is, 
therefore, shown as due against this category in the aforesaid list. 
Out of the g sidings mentioned in cat1 gory 3, three sidiiigs art. 
not in use and therefore the arrear amounts for these items 
cannot be said to be due to the railway. As regards the recovery of the 
railway's dues in respect of sidings shown against categories I and 2, the im- 
provement effected so far will be maintained and accelerated. Out of the 5 
sidings shown against category 7, parties have disputed the correctness of the 
charges in respect of two sidings and the matter is under consideration of the 
Administration. Another siding has neither bctn handid ovtr lo rhc party 
nor in use by the railway. In another case the ownership of the siding is 
disputed and this siding has becn closed from 25-2-58. In the rtmaining 
case, the General Manager has issucd notice to the party for recovering the 
dues and the siding has becn c l w d  from June, 1957, In cach of ihc two 
cases out of the 3 sidings shown against catcgory 9, one of thc partic s c1a:m;ng 
ownership is making paymtnt currently, evtn though thr rtcovcc for the 
past periods has to bc pursucd on settkmcnt of the court cabcs while the 3rd 
siding has not becn in use for some time. 

7. Thc forcgoing analysis of rhc position will indicate that a substantial 
portion of cvcn the outstanding amounr of Rs. I ,15.220 pertaining ro thc priod 
upto 31-3-1g~8 is illusory. and rcprcscnts durs in rtspcct of sidings which 
have not been in use for a long time; the recovery d d u e s  cannot, therefore, 
be arictly enforced for thc period subscqucnt to the date on which the sidmgs 
went out of use. The question of rrcouery.of dues for the earlier periods for 
each siding is in the find stages of cxarnination by the Western Railway and 
will be pursued vigorol~sty. 

8. The detailed analysis which had txcn madc, has indicated that a 
number of sidings not in use could bc. dismantled and the material utilized 
elxwherc. Action in this respect will be processed expeditiously. 

The memorandum has hen verified by Audit except for verification of 
the amount of Rs. 1,880.31 rcfcrred to in Kotc (a) under para 3. 

N N  D ~ u ;  Director, Finance, Radway Bwtd- 
Th 61h & c e d e r ,  1 9 9 .  



APPENDIX XX 

MINISTRY OF RAILWAYS 

Purchase of Defectkw axle boxes-Para 44 of Forarth Rcpmr of P.A .C. 

The  conclusion set forth in this recommendatiim iil rtgard to perfunctory  on canied out abrwd at the time or purchase is bescd cn the obser- 
-tion in the Audit Report that in this case a visual examination revcalcd the 
casting defects. I t  is necessary, however, to draw attcntion to a fact, which 
has not been mentioned in the Audit Report. viz.. that 28 of thc axle boxes 
were finish-machined and rejectcd as dfective. since in the proctm of finish- 
machining defects become apparcnt making the boxes unfit for service. The 
resuits offinish-machinmg 18 axle buxcs evidently servrd as some basis for the 
visual eminat ion,  and this basis um not available whcn thc boxes were 
inspected as rolgh-machincd before clcspatch to India. hlorcovcr, 25 boxcs 
out of the 75 boxes which had been rejected as being dcfcctive as a rtBsult of 
visual examination, were found to b: fit for use after  find^-machining. 
The visual examination was thus nut so clinching or not so wholly succe\sfu! 
that it can be said, in comparison, that thy initial inspection abroad of the rough 
machined castings by the inspectors oit., hlfs .  Rendel. Palmer & Tritton, 
Technical Consultants was perfunctory. Further, according to the legal 
opinion obtained, it would be difficult to hold the Technical Consultants 
responsible for the acceptance of dcfcctive stores, so long as it cannot bc 
shown that there was any "intentioniil" neglect in inspection. In any case. 
as explained in subsequent paragraph. the Railmays have ultimately suffered 
no  loss, and there is, therefore, no justifica~ion or occasion for pursuing the 
case againet the firm. Incidentally the services of rhis firm as consultants 
were terminated in 1955. 

The Cornminee'z conduqion that the relcvant clauses in the contract 
should be tightened up is preceded, ir panyrtph 4.1 of the C~mrnittcc's 
Report, by the observaticm that "the Railway Hoard had been netdlasiy 
generous to the supplyinf, firm ir as much as the prrccs pald for thc (dcfectiw) 
stores were fixed at 50% morr than the lrkf Iy cost of the ston% if manufactured 
in India and thc defects were not cauwl by unforcceen circumstmcc'c." In 
regard to rhis reference to the "gc-ncrous" price pa~d for the irnponcd axle 
boxes, it is pin ted  out that the prim was in tcrrns of a rate con tna  which 
was entered into on thc of comptltwe rates submittccf an t  negntlatlonr 
carried out with continmtal firms bcforc the n r k n  wrrc placed In 1950. Thcsc 
rater were the best obtainable under the t h w  condrt~ons, when ordcrs had to bt 
placed abroad in view of lack of adrquate ind~g'nous c u p c ~ t y ;  any con- 
c1uqior.s on the basis of a comparison wlth the ctar of mmufaaurc In India 
would, therefore, cot be appropriate. In the prcvlous nnrc ~ubmittcd by the 
Railway Board (referred to as Appendix VI I1 in paragraph 42 of the Cm- 
m i n d s  Repon )--it war cxplaind thar the firm had "accepted the liability to 
cornpewate the Railway to the extrnt of the loss involved, ds . ,  Ka. 33,6001-, 
which fully covers the cost of melting and recasting thc defcctivc boxcs." I t  



was not intended to suggest by this that ovly the cost of melting and recasting 
thc dcfective boxes was recovered, as though there was any o t h ~ r  amount due. 
The cost of mclting and recasting the boxes, in fact, rcprcscnts the only loss 
sustained by the Railway, and no compensnt~on can lic against the firm for 
the cost of thc virgin mctol which it was possible to utilisc after recasting. 

As regards the Committee's recommendation for tightening up the rele- 
vant c1au:i.s in thc conlrric;~ so as to fully saftgwcl tax-payu's money, the 
contractual provisions thcmsclvcs did not provc inadcquatc in the prcscnt 
casc. Thcrc was failure on thc part of the Railway in not complying with the 
time limit laid down in the warranty clause of the agrccmcnt, undv which 
thc'firm was rcsponsiblc for dcfraive storcssupplicd until the rxpiratinn of 15 
months after dclivery of storcs of f.0.b. or 12 moorh~ aftcr the arrival of 
ultimate destination in India. u%ichcvcr shall bc carlicr. A8 it turned out, 
the reporting of thc defect? to thc firm bryond the aforesaid pcriod. has not 
led to loss to thc Govcmm. nt. in view of the rcadinrss of the firm not to 
takc shelter bchind an!. purcly 1( galistic pmmd.. . Instructions, howcvcr, are 
bcing issucd to Railways ~ h n t  in all such cascs the material or equipment 
rcccivcd muht bc provcd and dc.ftbcts, if any. brou,ht to the notice of the 
supplier within t he time limits laid down in the guarantee or warranty clause 
oft  he Agrecmcnt. This has becn sccn by Audit. 

Lhttctor, Finance, 
Railway Board 



ANNEXURE 'A' 

-Y OF D.0. LBITBR NO. SPiGt315 DATED I1-7-T957 FROM SHRI N. 
lWaRJm, DY. C O ~ L L B R  OF STORBS(I), E A ~  RAILWAY, CALCUTTA 
ADDRB ;SBD TO SHRI V. C. PARANJAPB, D B P ~ Y  DIRBCTOR, RAILWAY 
STORES, RAILWAY BOARD, NEW DBLHI. 

RE : Purchase of locos spare parts under Race Contract from Europe. 

Ref. : Your D.O. No. 56/457]1/RE dated 29-6-57. 

I am unable to say why col. 4 x col. 5 does 'not equal to col. 6, and a refer- 
.ence may please be made to DG ISDILondon. 

The proof-machining of all the baxes has not b3en comnleted, and I shall 
la you hear further. 

I have, however, abtained the present day costs of manufaaure (without 
the metal) which has b m  duly certified by the Workshop Ac~wunts Officer1 
IMP, and these are as follows :- 

AB 1458 Axle Box . . Rs. 386.35 cach 
AB 1302 Axle Box . . . Rs. 584.93 each 

N m  : Cast of Mawfacturiqg in Railway Workshop the 68 rejected axle 
boxes would b- Rs. 2 7 3  k ;'60 x Rs. 38 5-35 +8 1< Rs. 58 t.93). The 
a m w l  of Rs. 33.603 paid bv th: fir.n. therefore, covers, more 

than the loss the Railway would at berwise incur on the purchase 



APPENDIX XXI 

MINISTRY OF RAILWAYS 

NOTE 

Para 20-Western Railway (it? incorrcct levy of wharfage charges at C~rnac 
Bridge 

In  continuation of Ministry of Railways' note dated 19-IC-57, on the above 
subject, it is stated that as a rcsult of an enquiry hcld in December, 1957 the 
following action has bccn takcn against the officers and staff involvcd in this 
case :- 

(13 The  Goods Supdt. who approvcd of the incorrcct Dept. order 
finally retired from scrvicc on 17-2-57. Spccial Contribution to his 
Provident Fund was withhcld by the Railway Administration 
till the Iiailway Board directed the Railway Administration on 
26-10-57 to communicate thc Board's displeasure to him. 

(it? The Officcr in the officc of the Chicf Traffic hfanagcr who dealt 
with this case has bccn inforrncd that he shtwld haw represented 
the facts of the cave to the Chief Trllffic ,liruzagcr for a decirion as 
thc m o u n t  involved was substantial and should not havc taktn 
upon himself thc dccision not to pursue thc question of st& 
rcsponsibility. In placing the has of thc case bcfore thc C.T.M. 
hc could have also placcd thc extenuating circumstanccs ro enable 
the Chicf Traffic ,Ilanae;llr to appraisc thc rcsponsibility taking 
into account all the circumstanccs surrounding the case. 

(iii) T h r  (Ihicf GtrxIs Clerk, C ~ r n a c  RriJgc who put up the incorrect 
draft order for apprtrvil rctlred in 1956 Special Contribution 
to his I'rovidcnt Fund was w~thhcld by the Railway .\dministra- 
tion On 5-4-58. thc R e ~ l w ~ y  Board. howcvcr, dirccted the 
Railway Admmtstratim that of the spcclal ccmtnbution to 
hi5 ProviJcnt Fund (.lmountmg to Us 498.75) be withheld. 

This hus been scrn by  Audit 



APPENDIX XXII' 
MINISTRY O F  RAILWAYS 

(RAILWAY BOARD) 

Deldy in adjustment wirh a Srare Gooernmcnt- Para 47 of Fourrh Report 

In para 47 of their 4th Report (2nd Lok Sabha) the Public Accounts 
Committee h3vc stated as under :- 

" From the facts stated above, it  is ol~vious that the rcspnnsibiliry for 
thc delay in adjustment was primarily on thc Railways in not having 
settled the proccdurc fiv inc;cnt:~gstores ard mode of p q m m  by 
thc Transport Depa twcnt as a result of thc chon@ in thc sct up. 
The Committee would like to bc apprised of rhc scttlcmcnt of the 
=e in due course." 

In regard to the question ofscttling thc p:~occdurc ftrr indcnlirp srorcs 
etc. with Road Transport Dcpartmrmt, it i q  statcd that prior t t )  thc integration 
of the ex-Hyderabad Starc with the Indian Union. thc Road I'mnspcw 
Department of that State was maictuined by the ex-Nizam Stittc Railway as 
a separate Branch in every rcspcct ou.,  Acmunt Staff. etc. This 
Dewnment had a separate v f i a r s  a d r c  a l ~  except that i t  waq a part of the 
General Manager's charge and borr a proponion of his emcdurncnts. After 
integration, it was only on considerable rcprtiscnrations from the staff of the 
Road Transport Departmect and on the express desire 01 the Hycfcrabad, 
State that the Ministry of Railways, in consultation with the f in i s t ry  of 
Law, decided that Ex-Nizam State Railway might continue to managc the 
Road Transport Department tcmporarijy. It was in view of this fact (oh., 
that the Ministry of Riulways wouid be running the Transport Department 
On an agency basis for only a short period) that thc wnbidcration of thc 

uestions like the examination of the financial structure of the undeheSring; % tccbnicll a r e c i a t b  of rhe mnditions ofthe asset$, agreement rcgirding P% renewd end rep cemcnt, and the financid liability appertain thereto, was 
deferred (as these were Iikcly to take considerable timc), unt 3 such time as 
the alternative could be discussed and an agreement on its future working. 
reached. Subsequently detaile&propsaL to form thc buis for fun hcr dis- 
cussion of the subjecr , were worked out in July 1948 by the cx-Nlam Slulc 
Railway and were forwarded to the Board's o f b  for scrutiny. 

Gbmplere exarmnation of the various issues covered by these propoaula 
had not yet been linalised when the Hydrrabad State Gowmment amtempla- 
tcd a Bill entitled " Road Transpon Corporation Bdl I gqy " wh~ch vrbua- 
llsed t hc rak~ng over of the Road Transport Depanment by thc State Go- 
vcrmcnt on a date to be fixed later. Thc then Min~stry of States, rhercforc, 
informed the Rarlway Board in April ~ g 5 j  that thc Hyderabad State wanted 
that the arrmgemcntb prevalent in J ~ S C ,  vi.., the W u y  of Railways. 



working the Road Transport Dkpartment on an agency basis, should be con 
tinucd on the terms existing at that time, for a further period of one year fiom 
1st April, 1951. This arrangement was agreed to by the Ministry of 
Railways. In October, 1951, howevet, the State Government communicated 
their decision to take over the management ofthc Road Transport Department 
from 1st November Igjr. Evcn though the idea of setting up a Corporation 
for the purpsc was droppd,  the State Govcrnmcnt did take over the manage- 
ment of thc Road Transport Department on the appointed day. It will thus 
be clcar from thc above faas that the Ministry of Railways did not get sufficient 
time to work out the dctails for indenting stores for and mode of payment 
etc. by the Road Transport Dcpartmcnt. 

Moreover, as bctwcen Govcrnmcnt departments, the qucstiom of framing 
&tailed and exhaustive terms should not arisc SO long as thc arrangilmcnts 
conform to thc gilncral pattern ofthc working agency, v i t . ,  thc cx-N. S. Rail- 
way in this caw. 

As regards the li~tcst position regarding thc scttlcmcnt of thcse outstand- 
ing dues the matter is \ t i l l  undcr corrcspondcncc at a high lcvcl with the 
Andhrn IJrodesh Govcrnmcnt. 

This ha$ bccn swn by Audit. 

Dirccmr, Finance, 
K~ilwa3 Board. 



APPENDIX xxm 
MINISTRY OF RAILWAYS 

(RAILWAY BOARD) 
Purchase of Bmi L.ght Raihua~-Para 68 of Fourth Report of P. A.C. 

The conclusion set forth against this recommendation covers the two 
items pertaining to deferred renewal of sleepers (para 68 of the PAC report 
under reference). These were evaluated in the Audit paragraph as Rs. 9-01 
lakhs, but a more reasonable assessment is about Rs. 4Q lakhs as referred to 
in the penultimate paragraph of the Railway Ministry's earlier Memorandum 
which is referred to as Appendix I1 in paragraph 66 of the PAC's Report. 

2. In the aforesaid Memorandum of the Ministry of Railways, it waq 
fully explained that even though there were certain remarks in the report 
of the Central Railway's special mspection of the Barsi Light Railway in 1952 
pertaining to cracked steel trough sleepers, all other factual evidence on re- 
a>rd pointed to a generally satlsfaaorp condition of the Light Railway's 
permanent way. In  the face of xuch repeated, unqualified certificate of muin- 
tenanoe in good working order. there were no reasonable grounds, e~thcr for 
the Railway Board or for the Central Railway, even as a measure of prudence 
or caution, to serve a notice against the &mpany prior to 1-1-54 which 
would have been the basis for a claim later. This posltion would not, in the 
opinion ofthe ,%istry of Railways, be altered by the considerations on which 
the Barsi Light Railway Co. had drawn up a scheme of phased renewals in 
1950, or by the fact that the proposals for renewal In 1955-56 wcre defer- 
red to be raken up afrrr the question of the purchase price was scttled. 

3. The Ministry of Railways also submit wlth all due respect that there 
was no oversight or lack of proper and timely thought to the matter. in  fact 
the Light Ralway Company had addressed the hirnlst~ y of Railways on 28-2-53 
mentio~ing, arnor rst other thmgs, the stand taken by the Directors of the 
Company that no ueduction was due under clause 28 of the 1895 Indcnturc 
"as the undertakrng has been maintained up to the standard of efficiency 
required by the Act and to the satisfaction of the Government Inspector of 
Rallwaqs and thc local Government Engineer in so far as the Railway and the 
Road are concerned respectively. " The noting in the files of the Ministry of 
Railways in connection with this Icttcr from the Company recorded oxpllciuy 
that the special report of the Central Railway disclosed nothmg to warrant 
a claim for repairs, etc., being lodged; the same notir,g also indicated that the 
latest report of the Government Inspector of Railways for the year endlng 
31-3-1953 confirmed the Company's contention. It will be seen, therefore, 
that the matter was given due attention at a sufficiently carly stage. 

This Memorandum has been seen by Audit, who has observed as 
under : - 

" Audit still sees no reason to change its views which have already been 
furnished to the Publit Accounts Committct . 

~ P C I O ~ ,  Pinance, 
flailway Board. 



APPENDIX XSIV 

GOVERNMENT OF INDIA 
MINISTRY OF WORKS, HOUSING A N D  SUPPLY 

Note for the Public Acco,unts Committee-P. A.C.'s I 7 th  Report-Appendis I I J  
Item No. 12-Avoidable cxpcndirure on freighr on 150 

Locomotives 

(a) Thc view expressed by the 
Secretary, Works, Housing and 
Suyply, that in November 'De- 
cember, 1951 thc higher rates 
were accepted bccause the rates 
were going up has k e n  conte.- 
ted by Audit. Thc correct posi- 
tion in this regard may please be 
stated. 

According to the information now 
furnished by the India Store De- 
partment, the higher freight rate 
was accepted in Jacuary 1952 by 
the India Store Department and 
not in November "Dt cember 1951 
as assumed earlier. That Depart- 
mcnt have also pointcd out that chi8 
dccision to accept the higher freight 
rrAtc offered by the Conference 
lines wa; taken on I 1-1 - 1952 only 
after asca taining from Belships 
that they were not in a position t o  
submit a quotation earlier than 
March-April 1952. In  fact in 
rccc~mmcnding the action, the 
then Deputy Director General 
in the India Storc Department 
recorded a note on 3-1-1952 8s 
follows :- 
" i t  is by no means certain that we 

shall get a definite offer 
from Belshlps or that it will 
be cheaper one than the offer 
of the Conference. In fact 
there is every indication 
to show that if an o e r  ia; 
forthcoming it is likely ro be 
more than the Conference rate 
as experienced in the case of 
WM ' Locomotives. More- 

over, the wages of s e a m  arc 
going up from April as well as 
the cost of furl oil. If we 
postpone our decision on the 



acceptance of Conference offer 
any longer, it is more than likely 
that we shall be faced with a 
further rise of freight quoted 
by CGnference. In the cir- 
cumstances, it is recommended 
that the Confexence rate be 
accepted. However, B ~ h r  
Behrend w'll r-y to Lrcy tke 
ot ,cine1 Conference rate Of 

24,000 per locomot;\.e vbl~d 
for all shi.~hments diving 
this year and the higher rate of 

2,475 as now demanded by 
Conference be rstrictcd to ship- 
men% beyond 19;2." 

Further, efforts were made by the 
India Store De~artment through 
thc~r  Brokers to persuade the 
Conference to agree to the rate of 

2+po for shipments during 1952 
and E 2,475 for subsequmt ship- 
ments during 1953. The Conference, 
however, were adammt and ac- 
cordingly the rate of JJ 2475 per 
locomot~ve was accepted on 
I 1-1-52 by the I. S. 1). in consul- 
tation uith the accredited Finance 
Officer of the 1)cpartment. In 
taking this decision, coxideration 
was g m n  to the possibility of 
increased frcight rates as a result 
of anticipated increase in scamen's 
wages and cost of fuel. As it 
happened, in fact, t h m  was su\ sc- 
quently a scamen's wagc award 
and rise in price of fuel. In view 
of this, thc possibility of freight 
rates going up could not bc &s- 
counted and should be recogni- 
rcd. 

(6) Was it inevitable to cxtendj the The shipping period inevitably had 
shipping period on account of to be cxtenki in view of rh.: fact 
wbch the higher rates uf frcigh t that the Confercncr's origi6d 
c b q p  had to be accqtcd 3 quotation covered only shipments 

upto a certain period. Accorliingly 
on the delivery schedulc being 
revLcd as advised by t hc suppliers 
the I. S. D. had neccsr~arily to 
ensure that thc Conference qwta- 
tion would apply to shi cna 
d v ~ p  thc maximi Gvw 



(c) What were the specific reasons 
for delays in accepting the earlier 
and lower offer of the Shipping 
Co. 3 Auditor General's note 
states that it was owing to the 
immediate delay that rook place 
in accepting the Shipping Lines 
offer of June, rg I that the rates 

LW75 ? 
15 were increased mm agoo to 

period, particularly as the Con- 
ference offer had not been accepted 
by them. It  was, therefore, only 
appropriate that Conference was 
advised of the revised deliveries 
when the Department came to 
know of the same as the Con- 
ference in any case had the right to 
revise their quotation on the ex- 

, piry of .the cover period for the 
balance of the locomotives out- 
standing for shipment. In fact, 
it is reasonable to assume that, in 
view of the anticipated rise in 
freight rates, the Conference would 
have increased the freight rate in 
such a manner that it would have 
covered even those locomotives 
shipped prior to the expiry of 
the original cover period, and in 
such an event the quotation could 
not have been rejmed as the Con- 
ference quotation was on an " all 
or none basis". 

In this particular case, as the original 
offcr of the Conference was con- 
sidered high by the I. S. D. as 
cornparrd with the freight paid 
for previous shipments of d he~vter 
and bigger type of "W G" 
locomotive, it was necessan. for 
the I. S. D. to consider the 'offer 
carefully with a view to sa t i s f~ lq  
themselves that it was reasonable. 
The Shipping Agents were ac- 
cordngly requested by the I.S.D. 
to negotiate with the Conference 
h e s  and to obtain a reduction 
if possible, and also to enquire 
itom non-Conference Shipping 
Companies if any of them would 
be able to lift these locomotives 
at a cheaper me. AMeanwhilt, 
when the Confercncc were in- 
formed of the wised  deliveries 
of thc locomotives, thy u i t h h  
their offer and submitted a 
rmi.seci y uotiuiun. 'I-k 
ilnempr ar- freight 
with nun-C~rnt'crence hne did 
irlslt nmtcridizc as hy then the 
non-Confkrencc Lines (Bc:Irh~p) 
h d  inf~nneci the I. S. U. thvr the). 
w e n  unable to quotc fur shipment 



of these locomotives, at that time, 
though they might be able to do so 
at a later date, sometime in March 
or April 1952. The I. S. D., 
therefore, decided .not to wait any 
longer, but to accept the Con- 
ference quotation, as . wa es 
and the cost of fuel oil were &o 
expected to go up. In the cir- 
cumstances. it will appear that the 
acceptance of the higher offer from 
the Confcrmce could not be attri- 
buted to the delay in d e w  with 
the earlier and lower offer, par- 
ticularly, if it is recognised that the 
revised shipping schedule had in 
any case to be intimated to them 
to the extent that the shipping 
period had to be extended. 

(d) Why did the I. S. D. not con- As stated earlier (in our note of 19th 
sult the authorities in India re- June, 19 6) the I. S. D. was fully I garding port facilities at Madras aware o the m e  facilities avail- 
in proper time ? able at Madras at that time, and, 

therefore, it was not considered 
necessary bj them to consult the 
authorities in India. The fact 
that subsequently 10 locomotives 
were delivered in Madras was due 
to the reason that ar a later stage 
Hansa Lines were allowed to call 
at Madras Port, which had 
suitable lifting derricks. 

2. This note was sent to Audit for their comments and they have stated 
that they have nothing further to add to the note which has already been 
sent by the Comptroller and Auditor General in response to paragraph 32 c;f 
the Public Accounts Committee's I 7th Report. 

NEW DHLHI; Secrctarv ro the Gooernrnenr of India. 
The 9th September, 1958. 
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