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CORRIGENDA 
Thirteenth Report of the Public Acconnts Cenrmittue ua the Appro- 

priation Accounts (Posts and Telegraphs) and (Railways), 
1951-1952 and 1952-53-Vol. I-Report. 

Title page: for ' (Railways,) ' read ' (Railways) ,' 
Contents page: Chapter 111-Line 7: against 'Railway Accounts' for 

'14-3c' read '14-30'. 
Line 10 : against 'Twenty-sixth sitting' for '323' 
read '32-36' 

4 
Line 13: against 'Forty-third sitting' for '49-!5#' reud 
'49-56' 

'Appendix 1'-Line 24: for '79-9' read "79-96' 
Footnote, line 1: for 'whic' read 'which'. 
line 4, for 'separatel' read 'separately'. 

Page 1, para 6, line 4: for 'accounts' read 'account'. 
Page 3, last line: after 'feel' insert ','. 
Page 7, para 21, line 4: for 'introducting' read 'introducing'. 
Page 11, para 32, line 5: for 'sufegard' read 'safeguard'. 
Page 12, para 39, line 10: for 'the Committee' read 'The Committee'. 
Page 15, para 43, line 8: for 'effective for five ears, commenced from 

1950-51' read 'effective for ve years commencing 
from 1950-51,' 

II 
Page 16, first statement, item No. 3: fm 'ompanies' read 'Companies'. ' 

Page 17, para 46, sub-para 2, line 2: f m  '4:73' r e d  '4.73'. 
Page 20, para 57, line 3: f o ~  '20 August' read '20th August'. 
Page 24, line 23: for 'of Belgian firm' read 'of a Belgian firm'. 
Page 25, para 66 (iv), line 6: for '10:57' read '10.57'. 
Page 29, para 80, Delete '*' and insert '*' against Appendia! X X I l  in 

line 2 of the Heading in para 83. 
para 82, Heading. line 2: for 'Aailway' read 'Railway'. 

Page 34, footnote, for 'Appendix' read 'Appendices'. 
Page 38, para 98, line 24: for 'indent in the D.G.S. & D. but he added 

that it was for the Director-' read 'indent received by 
v them from the P.&.T. Department in this case'. 
last but one line: for 'proceed' read 'proceeded'. 

Page 40: Delete the first line. 
Page 43, Headink: for 'Proceding of the enty.'elsillt sitting' reud 

Proceedings of the Twen F -eighth Sitting'. 
Pafe 46: Insert the followin as the f i s t  line: 

a very high value.. p e  kr ther  expressed the view $hat ii would: 
P& 49, Headinq: for 'Roedings of @ hrtyJ..bthdttfn3 nd 

Proceedings of the Forty-third Sitti&. * 



(ii) 
Page 65: for page number '95' read '65' 
Page 71, para 218, line 3: for 'recofleated' read 'recollected'. 

para 220, last but one line: for 'order' read 'other'. 
Page 77: after para 239, insert '** ** ** * * I ,  

Page 78, Heading: for 'Forty-eight Sitting' read 'Forty-eighth Sitting'. 
Below Para 241, insert '** * *. * * **'. 

Page 84, column 5, second line from bottom : for read 'pection'. 
Page 98, item 6, under column 2: insert '15'. 
Page 102, item 19, column 4, last line: for 'commentes' read 'comment- 

ed'. 
Page 104, item 26, column 4, line 8: delete 'Himachal'. 

j Page 106, item 30, column 4, sub-para (iv), last line: for 'patticular' 
r e d  'particular'. 

Page 107, item 33, column 4, line 5: for 'enable' read 'enabled'. 
Page 108, item 38, column 2, for '4 e 76' read '4 & 76'. 

item 40, column 4, last line: for 'Swiss Frances' read 
'Swiss Francs'. 

Page 109, item 40, column 4, line 1: Delete 'be' at the beginning. 
item 41, column 4, line 4: for 'dspleasure' read 'displeasure' 

line 8 : for 'disciplianry' read 'disciplinary' 
item 42, column 4 ,  line 2: for '(Commercial' read 

' (Commercial) '. 
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I 

INTRODUCTION 

I the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present the Report on their 
behalf, present this Thirteenth Report on the Appropriation 

Accounts (Posts & Tele raphs) and (Railways) of 1951-52 and 1952- g 53 and Audit Reports t ereon. 
2. The Appropriation Accounts (Posts & Telegraphs), 1951-52 and 

1952-53 and Audit Reports thereon were laid on the Table of the 
House on the 3rd May and 20th December, 1954, respectively. The 
Appropriation Accounts (Railways), 1951-52 and 1952-53 and Audit 
Reports thereon, along with other allied documents, were laid on the 
Table of the House on the 19th May and 24th December, 1954, 
respectively. 

3. A brief record of the proceedings of each sitting of the Com- 
mittee has been maintained and forms part of the Report (Part 11). 
A statement showing the summary of the principal recommendations 
of the Committee is also appended to the Report (Appendix 11). 

4. An important question of principle came up for consideration 
before the Committee when para. 18 of the Audit Report (Railways), 
1954 was under discussion, as many cases of this nature had previously 
come to the notice of the Committee in connection with certain other 
Reports. The question of proper action to be taken when expendi- 
ture had been incurred without the sanction of the competent authori- 
ty and ex-post-facto sanction thereof was refused by the Ministry of 
Finance was gone into by the Committee. The subject was subse- 
quently discussed by the Comptroller and Ahditor-General with the 
Finance Secretary and the Financial Commissioner for Railways. 
The Committee are assured that the matter is engaging the attention 
of Government and that in the case of the Ministries where the 
accounts functions have been separated from audit and arrangements 
exist for prior scrutiny of expenditure in accounts, such a situation 
viz., failure to obtain financial concurrence for the expenditure befoqe 
it is incurred, would not arise, as the Accounts Officers have been 
definitely directed not to make any payment unless there is proper 
sanction. The Ministry of Finance propose to go into this matter in 
greater detail and submit a note to the Committee for their informa- 
tion in due course. 

5. The Committee place on record' their appreciation of the 
assistance rendered to them in their examination of the Accounts by 
the Comptroller and Auditor-General of India and his Officers. 



POSTS AND TELEGRAPHS DEPARTMENT 
6. Changes in the Estimates and Appropriation Accounts of the 

year under report.-With effect from 1952-53, the Vote of Parliament 
was obtained for the gross amounts, excluding the credits and 
recoveries which were taken into accounts as reduction of expendi- 
ture. 

7. Financial working of the P. & T. Department.-The following 
table shows the original and final grants and charged appropriations 
and the expenditure actually incurred against each during the years 
1951-52 and 1952-53: - 

(In lakhs of mp4es) 

Original Grant Final Grant Actual Expenditure 
or Appropriation or Appropriation - -- 

Total Expmdi~re 
met from Rere- 
nue- 

(Voted) 3285 41957 3448 4 0 7  34,39 4 1 ~ 3 1  

Total Expenditure 
met from Capital 5 8 0  8,1o 5180 9 J o  59x5 9,73 

There was thus a saving of Rs. 96 lakhs or 2.3 per cent. over the 
final grant during the year 1951-52; and in 1952-53 an excess of Rs. 29 
lakhs or - 5  per cent. over the final grant occurred against an excess 
of Rs. 1,36 lakhs or 3.5 per cent. over the final grant during the year 
1950-5 1. 

8. Excess over voted grants.-In the following case, actual 
expenditure exceeded the voted grants during the year 195253:- 

Name of Gnnt Final Grant Actual Expenditure Excess 

105-Capital Outlay on Indian 
P. & T. Depn. (outside the 
Revenue Accounts) 9910123Poo 9172961,333 6 ~ 8 , 3 3 3  

-- ----.--- 
Excess over Charged Appropriation.-In the follbwing case, actual 

expenditure exceeded the charged appropriation during the year 
1952-53: - -- ..- - - wl__ _--- .-.---.. . . ." . . . .. .. * .".---- 

~ a m ;  of Grant , Final appropriation Actual expenditure Excess 
-..-- . . --- -- - 

6. Jndian P. & T. Deptt. 
kxpcnditure met from Revenuq 1 t J 0 & m O  11~2,88,075 , 8,303075 ' 



The Committee recommend that the' above excesses be regularised 
by Parliament in the manner prescribed in Article 115 of the Consti- 
tution. 

The Committee would, however, draw the attention of the Posts 
& Telegraphs Department to the recommendations made by them in 
Para. 38 of their Tenth Report and impress upon them the desirabili- 
ty of keeping the expenditure within the provision made in that 
behalf and obtain funds whenever requL~ed in time in the constitu- 
tional manner so as to avoid excesses as t h s e  are unauthorised. 

9. Notwithstanding the improvement no:iceable in the overall 
budgetary position of the Posts and Telegrapa Department in the 
years under report, the Committee have noticed certain instances of 
Savings and Excesses in individual cases which indicated that there 
was still considerable room for an improvement in the method of 
estimating in certain directions. The Committee consider that 
energetic action should be taken by the Department to impress 
upon all the Officers concerned the need for closer estimating. 

Under Grant No. 93-Capital Outlay on Indian Posts and Tele- 
graphs Department (Outside the Revenue Account) a saving of about 
Rs. 28 lakhs occurred during the year 1951-52 mainly due to slow 
progress of works, non-receipt of stores and debits and non-finanlisa- 
tion of purchase proceedings etc. of lands. On the other hand Paras. 
7 and 12 (3) of the Audit Report, 1954 afford striking illustrations of 
expenditure incurred in excess of budget provision. The expenditure 
under Grant No. 105--Capital Outlgy on Indian Posts and Telegraphs 
Department (Outside the Revenue Account) exceeded the Final 
Grant by Rs. 62'38 l a m ,  i.e. by 6.9 per cent. This is the net amount 
of excess arrived at after taking into account the countervailing 
savings. Para. 12 (3) ibid refers to the abnnce of specific provision 
in the budget for a number of major works which continued to be a 
feature of the Budget Estimates of the Posts and Telegraphs Depart- 
ment. Out of the total outlay of Rs. 2,36 lakhs in 1952-53 as much 
as Rs. 86 lakhs or over 36 per cent. fell under that category. The 
incurring of expenditure without a grant to cover it is a grave 
irregularity which derogates from the efficiency of Parliamentary 
control over expenditure. 

10. During the course of their examination of the reasons advanced 
by the Posts and Telegraphs Department for undertaking a large 
number of works without the necessary budget provision, the Com- 
mittee were informed that the Department was faced with unfore- 
seen and very urgent demands from certain Ministries such as the 
Railways and the Defence which necessitated the construction of the 
works in anticipation of the budget provision. The Committee feel 
that the Department could have taken up these works by obtaining 
sup lemeptary grrants or utilising the savings by taking a token vote. 
Un t f  er the rules no work can be commenced unless funds have been 
provided, and the present practice of executing works without funds 
by the P. & T. Department is most unsatisfactory as it *affects the 
efficiency of Parliamentary control. The Cornmijtee hope that the 
Posts and Telegraphs Department would take necessary steps to 
avoid a repetition of such irregularities. " 11. The Committee had called for a detailed note from the Posts 
and Telegraphs Department showing the reaaons f ~ r  not p rhd ing  

t C * 



3 
M& in the original budget for the expendityre incurred on items 
referred to in Para. 12(3) ibid and the justification for diverting 
funds therefor in the course of the year. But this note is still 
awaited. 

12. Maintenance of initial Accoun'ts by the Posts and Telegraphs 
a Department.-During the course of the examination by the Com- 

mittee of the extent of control over expenditure exercised by the 
Posts and Telegraphs Department, it was noticed that the initial 
Accounts (especially the Works Accounts) maintained by the Depart- 
ment were not accurate and had not been kept up-to-date. It is 
needless for the Committee to emphasise the importance of accurate 
initial accounts and their expeditious compilation for exercising 
budgetary control by the spending Departments, and they desire that 
these accounts should be put on a satisfactory footing. 

13. Para. 16(a) and (c) of Audit Report, 1953--Reinstatement of 
Government Servants after long periods of suspension.-This para. 
contains a review of a number of cases of reinstatement of Posts and 
Telegraphs Department employees under suspension for a long time 
in which the Department had to incur considerable infructuous 
expenditure either because the original order of suspension had to 
be rescinded or because of the procedural delay in issuing the final 
orders. The Committee noticed that in these cases the prosecution 
was launched without s a c i e n t  evidence even for departmental 
action. In the case referred to in sub-para (c) of para. 16 of the Audit 
Report, criminal prosecution wa? attempted even though only a 
petty sum of Rs. 17/- was involved. The Committee feel that there 
is something inherently wrong either in the existing procedure or in 
the rules on the subject which appeared to be unduly rigid. In their 
opinion, the existing procedure, which requires that in every case 
where a criminal act is in question the departmental proceedings 
should be held up pending the result of the criminal prosecution, 
needs revision as this leads to delays in the disposal of disciplinary 
cases against delinquent officials. These delays, the Committee 
apprehend, often enable the officials concerned either to tamper with 
or even to concoct evidence and thus escape punishment. In this 
connection, the Committee would draw the attention of the Govern- 
ment to the judgment of the Supreme Court in the case of 'S.A. 
Venkataraman vs. The Union of India and Another' (1954) wherein 
it has been pointed out that the words "prosecution" and "punish- 
ment" have no fixed connotation. According to the Supreme Court's 
ruling, the departmental proceedings may be completed and 
appropriate penalties under the Service Rules may be 
awarded, and thereafter, it would be quite correct to prosecute the 
Government senant concerned in a criminal court if the circums- 
tances warrant such action. Further, Government are fully compe- 
tent to impose any penalty on the accused ofiichlly within the 
meaning of the Civil Services (Classification, Control and Ap al) 
Rules in their capacity as employer in respect of servants emp P" oyed 
by them. Jn view of this ruling, the Committee would ur e Govern- 
ment to re-exami~e the matter with a view to amending t e existin 
rules so as to enable Government to take suitable depertmenta f 
action against their employees in cases of irrigularities cornmitt% 
by them without having; to wait for,the outcome of the pro~ecution 
that lhay be laynched in such cam. The present Rules, the Com- 
qri t tv  feel. enable debartmental authorities to dinown responsibility 

1 



4 
for their inaction over long periods. They also feel that if the rules 
were amended as suggested by them, there would not be any scope 
for the type of cases mentioned in the para, under consideration. 

14 Para 18 of Audit Report, 19534nfructuoua expenditure on 
leasing rented accommodation for location of 0fices.-In this 
case, the Posts & Telegraphs Department hired two private 
buildings at a total rental of Rs. 9,560 per month to accomm~date the 
De artmental Offices located in the old Telegraph Office Building, 
Ca i' cutta which was proposed to be demolished with a view to erect- 
ing on that site a new building for the Automatic Telephone Ex- 
change. One of the two buildings (rent Rs. 2,560 per mensem) was 
requisitioned through the State Government in May, 1948, and the 
other (rent Rs. 7,000 per mensem) was taken over from the Defence 
Department in June, 1948. The proposal for demolition'of the old 
Telegraph Building was abandoned on the 31st March, 1949. Mean- 
while, these two vacant buildings which were not adequately guard- 
ed or securely closed were taken possession of by some squatters 
who are still in occupation of the one taken over from the Defence 
Department-the other (rent Rs. 2,560 per mensem) having been 
transferred to the control of another Department of the Government 
in August, 1950. The Posts & Telegraphs Department thus paid rent 
totalling about Rs. 4,60,000 for these two buildings upto the 31st 
December 1952 without making any use of either of them. Paying 
of rent at Rs. 7,000 per mensem in respect of one of the buildings 
still continues to be the liability of the Posts & Telegraphs Depart- 
ment. 

15. During the examination of the Departmental representatives 
of the D.G., P. & T., it came to light that the Posts and Telegraphs 
Department took possession of the buildings long before the proposal to 
construct a new building in the place of the old one was placed before 
the Standing Finance Committee and that the latter did not accept 
the proposal of dismantling the old C.T.O. building. The Committee 
are constrained to observe that the renting of the buildings much 
ahead of the final decision about the demolition of the existing build- 
ing and fixing a definite date for vacating it was unjustified and indi- 
cates unimaginative conduct and indifference to the financial interests 
of the State. It also shows that the Officers who were responsible 
for the taking over of these buildings lacked foresight and acted 
against all canons of prudence and financial propriety. On the basis of 
the evidence tendered before them, the Committee have come to the 
conclusion that the plea of urgency and of precautionary measures 
has no force in the particular circumstances of this case. 

16. In order to enable them to examine this case in further detail 
the Committee asked the Posts & Telegraphs Department to furnish 
them informatiof on the foliawing points: 

(i) whether the Ministry of Defence had intimated to the 
Ministry of Communications that the former were releas- 
ing the building in question or exercising the option to 
transfer the lease of the building to the latter-which 
building was already under their pokession under the 
terms of the lease itself. 

(ii) who is at present ea ing the water, electricity and conser- 
* vancy charges an Municipal taxes, etc. in re@& of 

this building; and 
B 

I 

> 



5 
(iii) the various stages, in chronological order, of the roposal 

for the demolition of the Telegraph OfRce Buil k, g till 
it was turned down by the Standing Finance Committee 
and for the renting of the two buildings for the use 
of the Posts & Telegraph Offices to be shifted there. 

17. The Committee regret that although a period of more than 3 
months has elapsed, the requisite information has not been submitted 
to them. They, therefore, reserve their final judgment in this case. 
They would, however, su gest in the meantime that the Posts and fi Telegraphs Department s ould, in consultation with the Ministry 
of Rehabilitation, explore the possibility by which the former should 
be relieved of this unnecessary liability of payment of Rs. .7,000 per 
mensem in the form of rent which they have been incurring for 
nearly seven years. 

18. para' 31 of Audit Report, 1954-Purchase through Supply 
Department.-In this case, an indent for the purchase of 8,500 cwts. of 
Zinc Tiles was placed by the Posts & Telegraphs Department 
on the 16th May, 1949 on the Central Purchase Organisation 
of the Supply Department for early compliance, with the 
date of delivery specified as the 31st August, 1949. Purchase 
action was not, however, initiated by the Supply Department 
until after receipt of a telegraphic reminder on the 9th 
September, 1949 from the indentor urging expeditious pro- 
curement of the stores. Thereafter, 4,000 cwts. were purchased 
at Rs. 63/5/- per cwt. in October 1949 and the balance 
quantity at Rs. 63/- per cwt. in January, 1950. The prevailing price 
in June, 1949 was Rs. 51 per cwt. and on the basis of this rate, the 
delayed purchase resulted in an extra expenditure of Rs. 1,03,250 to 
Government. It was explained that the delay was due to the loss 
of the extract of the indent in a branch office of the D.G., S. & D. and 
that the extra expenditure was attributable to the devaluation of the 
rupee. It  was further stated that no disciplinary action could be taken 
against the officials at  fault in this case as 'they had left Government 
service'. 

19. The Director General, Supplies and Disposals explained to the 
Committee that the indent received by them from the Posts and Tele- 
graphs Department in this case was a composite one and it had to be 
split up amongst the various sections. Unfortunately, the dealing 
Assistant who received this particular item mislaid it. The Assistant 
Director in-charge of the Section proceeded on leave almost imme- 
diately after that for domestic reasons and later resigned. He pleaded 
that this item was lost sight of on this account. 

On being assured by the D.G., S. & D. that the procedure for the 
registering and disposal of indents received in the Directorate-General 
had since been revised and an effective control was belng exercised 
at different levels and such instances would not recur in future, the 
Committee have decided not to press this aspect of the matter further. 
But they are somewhat perturbed to find that an incorrect statement 
had been made to Audit by the D.G., S. & D, that as the persons con- 
cerned in tMs case 'had left Government service', no disciplinar 
action could be takeh against them. During the course of the e x a d  
nation by the Committee, it transpired that the dealing Assistant was 
still in Government service. Ln a note which they submitted to the 
Committee at their instanke (Ap ndi* Q), the Minis of, Works, 
Housing and Supply statcd that w R ile replying to the Au % 't objection,. . 0 
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the then Dinector of Administration and Co-ordination, D.G., S. & D.' 
had altered the words "since left the department" which was p r e  
posed to be the information to be supplied to Audit in regard to the 
officials concerned to "since left Government seryice" and that this 
had caused the misleading information to be submitted to Audit. 
The Ministry had stated that they had called for the explanation 
of the officer who had altered the draft. I t  is interesting to observe 
that the De uty Director who failed to initiate action till September, P 1949 was a so party to these misleading notes which culminated in 
giving the wrong information to Audit. When the Ministry was 
subsequently called upon to inform the Committee of the action 
taken against the officers who had been found responsible for giving 
the incorrect information to Audit, the Ministry have submitted 
another note (Appendix 111) in which they have stated that they 
are unable to place the final responsibility on the then Director of 
Administration and Co-ordination and that they had called for a 
note from the Section Officer who is now working in the India 
Supply Mission, Washington. 

The Committee deplore the manner in which the Ministry have 
acted in this matter. They consider it highly improper of the Ministry 
to submit notes to them without a full and careful consideration of 
all aspects of the case. The Committee cannot but conclude that the 
Ministry have failed to appreciate the serious nature of the irregulari- 
ties and have not acted with the promptitude and earnestness neces- 
sary for determining responsibility and for taking deterrent discipli- 
nary action. The suggestion that the Ministry are unable to decide 
from the paper who was responsible for the serious irregularities 
committed in June, 1949 and that this can be settled only by calling 
for a report from an Officer at present in Washington cannot be 
accepted. While the main document on which the alterations were 
made is not available, the impression in the mind of the Committee 
is that the significant amendment was made by the then Director of 
Administration and Co-ordination. 

The Committee wish that a greater sense of urgency and reality 
would prevail in the Ministry in investigating irregularities. 

20. Para 20 of Audit Report, 1953Arregular closure of inoperative 
work orders in the Posts & Telegraphs Workshops, Alipore.-This 
para discloses that the accounts of over a thousand inoperative 
work orders for jobs undertaken and completed during the .pre- 
Partition period from 1942 to 1947 could not be closed in the Alipore . 
Workshops due mainly to a heavy variation of over Rs. 18 lakhs 
between the actual charges debited to these jobs and the value of the 
stores as challaned on their despatch after manufacture. The reasons 
for this heavy variation were stated to be (i) defective estimating 
or failure to revise the challaned rate to accord with the stee rise 
in the cost of raw materials and labour during 1942-47 an ! (ii) 
irregular booking of charges against work orders due to concurrent 
running of various work orders for the manufacture of the same kind 
of stores. 

The Committee do not see why work orders s h u l d  be kept open 
for such long periods. They suggest that to ensure detection of 
irregular allocation of expenditure between work orders (as in the 

'case under consideration), the, bulk orders on workshops should be 
split up  'into smaller items. This would also enable the respective 

I 
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work orders being closed at the end of each half-year and the correct 
position assessed at more frequent intervals than is possible under 
the existing arrangements. 

21. The Committee were informed that the Chief Cost Accounts 
OfBcer of the Ministry of Finance had been deputed to visit the 
Workshops with a view to suggesting the necessary measures for 
introducting cost accounting system there and his fmal Report was 
awaited. 

22. The Committee would like to mention that no method of 
checking up employees or of preventing waste in materials, whether 
intentional or accidental, can be carried out without an effective 
cost system providing for the comparison between the limits fixed 
in respect of labour and materials for each item of work with the 
actual performance. The system actually adopted may take any 
shape that may be found suitable to local requirements but its 
essential feature should be the estimating, in advance, of the time 
that should be sppnt and the materials that should be used and 
the systematic comparison of the results of actual performance 
with such estimates. 

23. As it is, the statement of transactions under the Manufacture 
and Suspense Account (1951-52) relating to the Alipore Workshops 
merely gives the amount of stores consumed, the cost of labour and 
articles manufactured, and no assessment is possible therefrom of 
the extent to which the output is commensurate with the expendi- 
tuye incurred. There is no doubt that if proper steps are taken to 
raionalise and streamline the Organisation, the output could be in- 
creased by over 30 per cent. In view of all this the Committee 
bade to express their displeasure over the conditions prevailing in 
the Alipore workshops and in the methods of accounting adopted 
tnere at pment. 

24. Para 26 (a) of Audit Report, 1954--Unusual methods adopted 
AY the Executive to liquidate saving under 'Capital'.-This Para 
disclosed one of the numerous instances in which stores 
were accounted for as issued to the Engineering Divisions although 
they remained in the Depots pending despatch for quite a long time 
thereafter. In this manner, the Engineering Divisions prevented lapse 
of 'unspent' funds and reduced the book balances of stores held in the 
Stores Depots. According tcj an analysis of the stores-issue vouchers 
for the months of February and March, 1952 and 1953, it was noticed 
that stores to the extent of about Rs. 58 lakhs and Rs. 26.5 lakhs 
respectively (excludin petty items) were accounted for as issued 1 to works though these ad not been physically despatched before the 
31st March of the respective yeqs. It came to the notice of the 
Committee that this practice was resorted to on some telephonic 
instructions on the 30th March, 1951 from a juniof Officer in the 
Directorate General of Posts and Telegraphs. The Committee asked 
the D.G., P. & T. to institute an enquiry into this matter and take 
necessary e t ion  against the OfRcer concerned in the Directorate who 
did not consult t h a  competent authority before irrsuing such instruc- 
tions in diere ard of all standards of financial propriety. According f i  to the note ( ppendix IV) furnished by the Posts & Telegra hs De- , 
parbent ,  the irregularity,arose out of o ,misunderstanding ofG t i  e tele 
phonic 'instructions. Thp Directorate have observed that the OiRcer 
should (i) have recorded his orders in writing and confirpied the 

4 
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same and (ii) at  an rate on receipt of the D.O. letter from the Postal 3: Circle concerned, t e error should have been noticed and then the 
case put up to the hi her authorities for their information and orders. k As the officer had fai ed to observe the procedure, he had been warned. 
In the view of the Committee, this is not sufficiently deterrent penalty. 
The Cammittee note the instructions issued by the Directorate in this 
mattef for future so that such cases do not occur. They would also 
urge that cases, if any, involving a flagrant evasion of the prescribed 
financial and accounting rules should be severely dealt with. 

25. So far as the procedural aspect of this case is concerned, the 
Committee note that the Director-General, Posts & Telegra hs has 
since issued suitable instructions to all concerned to ensure &at this 
kind of irregularity does not occur in future and that the issue of 
stores ih the month of March is confined to what can reasonably be 
expected to be despatched before the end of that month. 

26. Para 23 of Audit Report, 195LDelay in disposal of surplus 
stores lying in the custody of the Posts & Telegraphs Department.- 
Many items of stores had not been issued for a considerable period 
of time (extending even upto five years). The value of surplus 
stores at the end of March, 1953 was estimated to be of the order of 
one crore of rupees. The Committee were informed that the Posts & 
Telegraphs Department had appointed a Special Technical Committee 
to go into the matter and they had covered more than 60 per cent. of 
the items and arrangements for their disposal were in hand and they 
expected that during the course of the year, they would take neces- 
sary steps to dispose them of. The Committee were further informed 
that the value of the surplus stores had been estimated to be about 
Rs. 58 lakhs. 

27. Paras 9 and 10 of Director-General's Financial Review (1952 
53) and Para 38 of Audit Report, 1954 read with Para 40 of the Tenth 
Report of the P.A.C.-The subjoined statement shows the balances 
nf stores in stock (including stores-in-transit) for the four years from 
1950-51 as compared with the authorised balances from time to time. 
as well as the rate of acquisition of stores vis-a-vis the actual issues 
during the year. - .  . -  

(In lakhs of rupees 
Years Balances of Authoriscd Excess Stores Stores Excess of 

stores at limit over acquired issued acquire- 
the end of autho- during during mc'nts 
the year rised the the over 

limit year- gear- issues(+) 
Total Total acqunl- 

debits credits tion 
during during less than 

the the issues(-) 
year year 

Rs. Rs . Rs. Rs. Rs. Rs. 
-- -- - --- - - -.---.....------ ---- 

S 
xp5o-gr . . 628 l a k b  150 lakhs 473 lakhs 6383 lakh; 500 lakhs(+)1?6 

lakb 
1951-52 . . 592 , 350 3 ,  245 9 9  559 3, 6x2 9, (-153 ,, 
1952-53 . . 621 ,, 350 9, 271 ,, 68 636 ?, ($147 ,, 
1 9 5 1 - ~  . . 686 ,. 400 ., 286 ,. 702 '4, 777 ,, (-h5 ,, - -. . -. -- --- ------- 

*Includes fictitious paper trmranions of issue of stores to the extent of Rs. 33 1Pkhs. 
e a * 

0 
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The Committee note that the authorized limit has now been Axed 

at Rs. 4.5 crores from 1963-54 in consultation with the Ministry of 
Finance. 

The Committee should like to know why it has not been possible 
to work within the ceilin limits of the Stock balances flxed for the 
various categories of the $ osts and Telegraphs stores. 

The Report of Messrs IBCONS, a Swiss Firm of Experts, regard- 
ing fixation of the suitable limits of stores balances was submitted to 
Government in 1952. The Committee fail to understand why Govern- 
ment should have taken so long to arrive at decisions on their recom- 
mendations. The Committee would, therefore, urge the desirability 
of arriving at an early decision in order to avoid injudicious locking 
up of capital and losses due to deterioration of unnecessary stores, ' 
not to speak of the larger establishment and godown space required 
to deal with such excessive quantities of stores. 

Th'e Committee would also like to reiterate the recommendations 
made by them in this behalf in Para 25 of their Fifth Report where 
in they sounded a note of caution that the maintenance of excessive 
stocks involved the tax-payer in a two-fold loss. There is the low 
of interest on capital unnecessarily locked up, and the loss arising 
from the ssibility of the stores becoming obsolete and unsaleable r or disposa le only at a rate lower than the cost price. The Com- 
mittee had also desired that the Posts and Telegraphs Department 
should examine the desirability of adopting the Stores system exist- 
ing on Railways with suitable modifications to suit their set-up. 
The Committee have not yet been informed of the decision taken by 
the Posts and Telegraphs Department in this matter. The Depart- 
ment should expedite the matter, which is already more than two 
gears old. 

28. (i) Para 21 of Audit Report, 195eUnsatisfactorg Stwe 
Accounting.-This para comments upon the unsatisfactory state of 
storeaccounting which is mainly due to the arrears in the reconcilia- 
tion of the numerical balances in the priced ledger cards with depot 
balances, wrong postings in the ledgers etc. 

The Committee have been assured that an allout-effort was being 
made by the Posts and Telegraphs Department to complete the 
reconciliation of numerical balances in six or seven months and 
that the position would then be very much better. The Committee 
hope that the result of these efforts will be reflected in the next 
year's Audit Report. 

The Committee would, however, like to observe that the 'corner 
stone' of the entire structure of stores-accounting is proper main- 
tenance of the numerical and priced ledgers. L 

(ii) Para 49 of the Tenth Report of the P.A.C.-Action taken in 
respect of discrepancies in stores balances found during the werdt 
figsiccrl vprijication of stores.-After repeated reminders, the Posts 
and Telegraphs Ikpartment have furnished to the Committee a 
Memorandum (Appendix XVII) on the 25th April, 1955 hFom which 
they note that there are still 8 items left involving a surplus qf 
Rs. 7,201-11-0 and a deflrit of Rs. 1,62,260-9-0, the dfscrepqnder In 
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respect of which have not as yet been reconciled and are still u n h  
investigation They also note that the Posts and Telegraphs Depart. 
ment have simultaneously initiated action to Ax respoasibility and to 
take suitable action against the officials responsible for these discre- 
pancies. The P. & T. Department should submit a further report 
to the Committee in this regard in due course. 

4' 
29. Para 27 of Audit Report, 1954-Execution of the Telephone 

Expansion Project in the Bombay Telephone District.-This para 
discloses that a large number of works involving considerable ex- 
penditure were started without the preparation of estimates and no 
accounts thereof were maintained. The latest estimates of the 
project have risen to Rs. 15 crores and the project estimate is re- 
ported to be at present under examination by the Government. 
The Committee learnt from the Accountant-General, Posts and 
Telegraphs that steps were now being taken by the Project 
authorities to reconstruct the Accounts and prepare detailed 
estimates. 

In order to enable them to examine the matter in all its aspects, 
the Committee asked the D.G., P. & T. to furnish them information 
on the following points, which is still awaited: 

(a) the officers who were responsible for not maintaining the 
proper Accounts and the action proposed to be taken 
against them; 

(b) the progress made in the reconstruction of the Accounts, 
the allocation of expenditure between Capital and 
Revenue, and the instances of mala fides which are sus- 
pected by the P. & T. Department and action taken 
against those at fault; and 

(c) the latest position of the Project and when it is expect- 
ed to be completed. 

As the Committee have not so far been supplied with the re- 
quisite information, they have deferred further examination of the 
subject to be taken up at the time of the consideration of the next 
year's Audit Report. 

30. Para 34 of Audit Report, 1954--Audit of Telephone Receipts.- 
The Committee noted with much concern the mounting rise in the 
amount of outstandin telephone revenue bills which was Rs. 79-60 
lakhs at the end of f? eptember, 1953 in respect of bills issued upto 
the 31st March, 1953. 

The Committee have desired to be furnished with a note stating 
(i) the reasons for the increase in the amount of outstanding Tele- 
phone revenues, (ii) the steps taken to speed up recoveries and 
(iii) the latest position of outstandings as on 31st December, 1954. 

In the meantime, the Committee suggest that the Posts & Tele- 
aphs Department should devise some machinery not only to en- 

g rce  recoveries of the outstanding bills but also to arrest their 
further increase. 

31. The Committee will now proceed to refer brGfly to the 
more important recommendations in its previous Reports, the dis- 
posal of which is in various stages of progress. They necornmend 
that in each case the dispofjal should be ,expedited. 



32. Purchase of; Under round Cables.-In Para 32 of their Fifth B Report, the Committee esired that a report should be furnished 
to them showin the Andings of the Japan- Cable InvestQation 
Committee, appdnted by the Government at  their instance, and the 
step taken b the Department to sufegard against losses d m  fo 
shorter life o I the cables. From the statement furnished to the 
Committee (Appendix V), they note that the Government have al- 
ready accepted all the recommendations of the Cable Investigation 
Committee excepting one case, relating to the assurance given by 
the Japanese firm about the satisfactory working of its cables during 
the period of their normal life. The A r m  has undertaken ta take 
the necessary remedial measures at its cost including re lacement, 

if necesrar 
R , should these cables develop defects w ich could 

be traceab e to the deterioration of the protective hessian 
covering and consequential damages normal life. The 
Committee note that the matter is under examination with the 
Ministry of W. H. & S. 

33. Provision of a separate Press for the P. &. T. Department.- 
In para 70 of their First Report, the Public Account Committee 
recommended that in view of the grave shortage of postal forms, the 
P. &. T. Department should either be provided with a separate Press 
or that the control over the existing Presses at Aligarh and Calcutta 
should be vested in that Department. The Committee reiterated 
their recommendation in Para 37 of their Fifth Report and in Para 
54 of their Tenth Report and desired to be informed of the decision 
taken by the Government to improve the supply of forms. 

From the Memorandum submitted to them by the Ministry of 
Communications (Appendix VI), they note that Government had 
appoi~ted an Expert Committee to examine the whole question of 
printing and this Committee recommended that no separate Press 
should be established by any Ministry 'on its own'. They further 
note that as a result of the Inter-Ministerial discussion certain con- 
crete steps in the form of permitting the Heads of Circles to print 
forms locally, wherever they are in short supply of forms of 'Essen- 
tial' category and provision of reserve stock of paper for rintin 
forms locally have been taken, and the provision of a smal? 'Jd 
PRESS' for each Circle and the ap ointment of a Liaison Offlcer to 
coordinate the work between the 5 rinting and Stationery Depart- 
ment and the P. & T. Department are under examination. The 
Committee should like to watch further developments in this case. 

34. Liquidatian of Government Telephone Board Limited.-As 
desired by the Committee in Para. 44 of their 
D.G., P. & T. submitted to them a Memorandum 
setting forth the requisite information asked for 

comments to offer on this. 
nedion with the liquidation of the Board, The Committee have no 

35. Renewals Reserve Fund.-At the instance of the previou 
Committeescrthe P. & T. Department appointed a Committee known 
as the "J. 3. Codi t t ee"  to determine the average lives of assets 
of the Deptt. for wolving a scientific and rational basis for 
ddnMbution to the Renewals Reserve Fund in accordance with the . r 
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accepted commercial ractice. The Committee note that the Gov- P ernment have not so ar finalised their decisions op the recommen- 
dations made by the said Committee and the matter is still under 
consideration in consultation with the Comptroller and Auditor- 
General. The Committee would emphasise the desirability of arriv- 
ing at an early decision in this case which has been outstanding for 
.about a decade or so. 

36. Postal Life insurance Fund.-The Committee recommended 
that with a view to reguhte the working of the Postal Life Insur- 
ance Fund on roper commercial lines, the P. & T. Deptt. should P either put an nsurance Expert as the head cf the P.L.I. Organi- 
sation or run it as a Corporation con4tituted un&r an Act of 
Parliament. The P. & T. Deptt. have stated that the matter was 
still under examination. The Committee would press for an 
early decision. 

37. Alleged misapproptiation of Government money by the Ac- 
countant and Treasurer of a Head Post 0fxe.-In Para. 47 of their 
Tenth Report, the Committee recommended that the P. & T. 
Deptt. should without waiting for the judgment of the High Court 
in the Appeals filed by the two principal accused ofllcials proceed 
with the fixation of responsibility of other officials at fault and 
award them suitable departmental punishment. The P. & T. 
Deptt. have stated that the matter is receiving attention. The 
Committee are surprised that although a period of more than 1 14 
years has elapsed since they last examined the Department on this 
point, they have not as yet been able to arrive at any decision. 
Needless to say, the Committee att,ach great importance to the ex- 
peditious disposal of all disciplinary cases and they have already 
considerably dwelt upon this point elsewhere in this Report. 

38. Loss due to failure to observe the stipulated terms and condi- 
tions in the contract for supply of mustard oil.-In Para. 29 of their 
Fifth Report, the Committee recommended that as the matter had 
already been delayed, the Department should, without any further 
loss of time, take suitabbe disciplinary action against the Officer at 
fault. They a ain pressed this point in Para 56 of their Tenth 
Report. The 8 ommittee are now informed that the Officer con- 
cerned had been censured on the advice tendered by the U.P.S.C. 
The Committee, therefore, have no further comments to make. 

39. Irregularities in. connection with the expenditure incurred by 
a Telegraph Engineering Division on account of Jungle cutting.- 
The Committee in Para 30 of their Fifth Report recommended that 
the findings of the U.P.S.C. in the case of the Divisional Engineer 
responsible for the irregularities disclosed in Para. 27 of the Audit 
Report, P. Pr T., 1952 and who during the pendency of the disciplin- 
ary proceedi s instituted against him had been promoted to a 
higher post, "K s ould be reported to them. When the Committee 
examined this matter last year, they were informed that it was 
still under reference to the U.P.S.C. the Committee have 
now been informed that the case is still wit$ theC U.P.S.C. It 
is inex licable why it should have taken two years or so for the 
u.Y.s.C! to ve their recommendations in this case. The Commit- f tee would li e to be infoqed whetherathe Ministry of Communi- 
cation# have urged upon tYle U.P.S.C. the urgency of the matter. It 
424 L.8 3 
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is suggested that this long outstanding question should' be settled 
by pmonal discussion. 

40. Calcutta Tekplaone Automatisation Project.-As the P. & T. 
Ikpartznerit could not furnish to the Cornrnittee the Memoranda 
etating the action taken by them on the recommendations made 
by the Committee in Para 58 of .their Tenth Re rt, they could not 
take up consideration of this subject. This wirtherefone, have fa 
wait till such time as the Committee next take up the Accounb 
of the Posts and Telegraphs Department for the year 1953-54. 



IU 
RAILWAYS 

41. Changes in form and classification of account8.-Two im- 
rtant changes marked the Railway Accounts during the year 1952- E 
First, with the completion of integration of Indian Railways into 

a unified undertaking, owned and wcrr*lccd by a single Central au- 
thority, the following intcr-Railway and m:er-De artmental ad- 
jus-nt;~ were eliminated with effect from 1st ~ ~ r i r  1952:- 

(i) Adjustments for freight charges incurred for carriage of 
railway stores, fuel, etc. 

(ii) Adjustments between zonal railways for services rendered, 
or work done by one on behalf of another, and 

(iii) Apportionment between zonal railways of the earnings of 
inter-railway traffic movement, commonly known as 
'foreign trafljc'. 

Secondly, the demands for grants were presented to Parliament 
for gross amounts excluding credits and recoveries which were 
,hitherto taken as 'deductions' of expenditure under the demands. 
This had the effect of considerably increasing the amounts of grants 
m de by Parliament. No increase, however, was involved in the 
ac ? ual expenditure, as in the compilation of the accounts, the re- 
coveries would continue to be tireated as reduction of expenditure, 

"as  it has been all along. 
42. Financial Results of the year.-The following table compares 

the original and the revised estimates with the actual expenditure 
of the years 1951-52 and 1952-53: 

(In hkj:? of rupees) - - -- ." - -- . ... - . . . . .- -. -- - - . ----- 
Budpcr Esti~i~ntcs Keviscd Estirnatcs Actual~ 

1951-52 1952-53 IgjI-Sz 1952-53 1951-52 1952-53 -- 
Traffic Receip~s (less 2,?0,5o 2,82>16 z,SS.o6 2Ji9.55 3.3~:Sz 2,70,56 

refunds). 

Miscellaneous Re- 
ceipts . , 2s 75) 33 36 3.1 32 

Working Expenscs 2,1697 2,17,g3* 2,25,94 2,lg,10* 2,24!35 2,18..17* 
(including depre- 
ciation and pav- 
ments to worked 
lines). 

Miscellaneous Ex- 7959 705' 7 0 4  7 J 2 *  ~,06 5,53* 
penditure (in- 
cluding rebate paid 
to worked lines). 

Dividend to Gcneral 33,37 34,oo 3 3 , 3  3 4 ~ 1  33,41 33~99 
Revenues. 

Surplus . . 21,85 23,47 22,06 9948 28934 13J9 

*The figurer against &Working Expenses' and ' ~ i a l l s n m ~ ~ x p e n d h r e '  in the 
rbovc statement are net, i.r., inclusive of the element of credit or re vencs excluded from 
the scope of Demands for Grants, vide Para. 41 above. 

r I4  
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43. The year 1951-52 was an important year in the history of the 

Railways in India in more than one respect. 
Firstly, being the first year of the First Five Year Plan it 

marked the beginning of a new era of rehabilitation and develop 
ment of Railways to meet the growing needs which would emerge 
from implementation of the Plan. The revised Financial Con- 
wntion (1949) regulating the relationship between the General and 
Railwa Finances, effective for five ears, commenced from 1050-51 d enabledi the Railways to set apart a equate fonds for rehabilitation 
pro amrne and undertakin of new projects to satisfy the needs f f of t e expanding economy o the country. 

Secondly, this year marked the beginning of a large-scale ad- 
ministrative re-organisation following the financial integration of 
States with the Union and the taking over of the large number of 
small Railway lines owned by the States, to secure both efficiency 
in operation and economy in management. It was also decided that 
the various Railway systems should be remoulded into six major 
zonal adminietrative units to ensure uniformity in administrative 
pattern and financial control. 

The year 1952-53 saw the completion of the integration and of 
reorganisation of the Indian Railways into a unified undertaking, 
04 and worked by a single central authority. 

44. Financial Results.-During the year 1951-52, the gross traffic 
receipts amounted to Rs. 290.82 crores against the budget estimate 
of Rs. 279.50 crores, an increase of Rs. 11.32 crores. The year 
actually closed with a surpl-us of Rs. 28-34 crores (after crediting 
Rs. 30 crores to the Depreciation Reserve Fund) and out of this, a 
sum of Rs. 10 crores was allocated to the Development Fund and 
the balance of Rs. 18.34 crores was credited to the Revenue Re- 
serve Fund. 

During the year 1952-53, the gross traffic receipts amounted to 
Rs. 270.56 crores against the budget estimates of Rs. 282.16 crores, a 
decrease of Rs. 11.60 crores. The decrease was mostly under 
'passenger earnings' and mainly due to a general decline in the 
number of passengers. The year actually closed with a surplus 
of Rs. 13.19 crores (after crediting Rs. 30 crores to the Depreciation 
Reserve Fund) and out of this, a sum of Rs. 12 crores was allocat- 
ed to the Development Fund and the balance of Rs. 1.19 crores was 
credited to the Revenue Reserve Fund. 

45. Excess over voted grants.-(a) In the year 1951-52, there 
were six cases of excess over voted grants, as against four in the 
previous year. These excesses are shown below :- t 

Item Name of Grant Final Grant Actual Exceu~ 
NO. ExpendLure 

Rs. Rs. b. 
L: 

I. 8-~evenuc*ork$g . 14,23,1~,ooo 14,4o,rB,gsq 17J39954 
Expmee-Operatlon 
ather than Staff and 
Fuel. 



1 p 1  Name i,f Grant Final Grant Ac~ua) Excess 
A'IU. Eirp.i~&iiiii 

Rs . Rs. Rs. 

2. g-Revenue-Working Ex- :8,79,09,om r8,91,02,437 11,933437 
enses-Miscellaneous k xpenscs . 

4.  14-Appropriation to Iicvc- 1r384,83,cco 18,34,00,795 64943,795 
nus Kcserve Fund. 

6. to-Revenue-Dividend 331377.CI>m 33,40.5~,834 3,049834 
payable to General 
lievenuo . 

The reasons for the excess in each case have been explained in 
detail in the Appropriation Accounts of Railways in India-Part 11, 

' 1951-52. 
(b) In the year 1952-53, there were two cases of excesses over 

voted grants, as against six in the previous year. These excesses are 
shown below : 

ltem Name US Grant Final Grnnt Actual Excess 
No. Expenditure 

Ks. Rs. R s 

I .  4-Kcvr~iuc-Working t 6 . t z , j ~ , o o o  26,244 1,26a 2,06,262 
Expenses-Administration 

2. 6-Revenuc- Working 41,07,09,ooo 4 1 ~ 7 ~ 9 8 , 1 8 9  10&,189 
Expcnscs-Operating 
Stnff. 

The reasons for the excess in each case have been explained 
in urrau 111 L I I ~  ~ p p r u p r w i u n  kwcounts 01 nailways In India- 
Part 11, 1952-53. 

Excess over c!harged approp?iation.-There was an excess of 
Rs. 52 under charged appropriation No. 3-Revenue-Miscellaneous 
Expenditure. 

I 
Regutarisation of excesses * 

The Committee recommend that these excesses be regularised 
by Parliament in the manner erescribed in,Article 115 of the Con- 
stitution. * 



46. Accuracy of Budgeting.-1951-52.-he Accounts of the year 
show a net excess (over the total grant) of about Rs. 2,18 lakhs or 
0.75 per cent. under Revenue expenditure. Under Capital, Da 
predation Reserve Fund, Revenue Reserve Fund and Develop 
ment Fund there was a saving of about Rs. 6,94 lakhs or 942 per 
cent. 

1952-53.-The Accounts of the year show a net saving (over the 
total grant) of Rs. 13,63 lakhs or 4: 73 per cent, under Revenue ex- 

nditure. Under Capital, Depreciation Reserve Fund, Revenue E serve Fund and Development Fund there was a saving of 
Rs. 16,87 lakhs or 22.21 per cent. 

These compare with the results achieved in the preceding year 
as under: 

(In lakhs o!' rupees) 

E.rpondirure nzct from Capir ,~ l .  L)rprtcii~timi Rrscrw Fund. Rwntrri. K t s c r * ~ . ~  F t d  wid 
U ~ ~ t d ~ ~ p n r e r r t  FimJ 

47. Budgeting and Control over expenditure -Paras 7 to 11 of 
the Railway Audit Report, 1953 afford instances of incorrect pro- 
vision or omission to make provision, injudicious surrenders, in- 
correct adjustment to utilise funds, uncovered excesses over the 
final grant and avoidable lapse of funds at the end of the year. 
Para 13 (i) shows that the Budgeting was widely off the mark on 
a!mo;t all the Railways under thc head "Stores Suspense". 

The position is not in any way better in the ,next year's Report 
which too indicates that the overall budgetary standard and con- 
trol over expenditure on the Railways continued to be unsatisfac- 
tory. The Committee would watch the results of the measures 
taken by the Bailway Board in this direction as a result of the 
recommendations made in Para 13 of the Tenth Report of the Pub= 
lic Accounts Committee (Appendix XIX.) 

48. Appropriution ~Accounts, 1851-52-Part 11-Pages 411-427- 
Anrtexure J--Statep?nt of important misclassificatione and other 

* 



mistakes detected.-The Financial Commissioner, Railways drew 
the attention of the Committee to the Memorandum (Appendix 
XTX) submitted to them by the Railway Board stating the action 
taken by them on the recommendations made by the previous 
Committee for the strengthening and reorganization, i f  necessary, 
of the Railway Accounts Offices. These measures inter a h  includ- 
ed the training of new recruits, setting up of an Inspection Orga- 
nization in the Board's Office etc. The Committee express the hope 
that as a sequel to these measures, the future Accounts will pre- 
sent a better picture. 

49. Appropriation Accounts, Part I I ,  1951-52-Pages 114115- 
Profit and Loss Accounts of the Grainshops.-The Committee 
pointed out that during the years 1951-52 and 1952-53 the stock of 
thc value of Rs. 14.79 lakhs and Rs. 9 #93 lakhs respectively was 
written off as a loss. It  was explained to them that the lases  
were due to various causes such as dryage, deterioration and pil- 
ferage etc. 

The Committee were somewhat surprised to note that the sa- 
laries etc, of the Grainshop stafi came to  nearly one rupee for 
cvcry six I ' L I ~ C V S  ; v ~ r t h  of sales, which represented a very high 
proportion by any  standald. They do  no: see why the Grainshops 
should have been continued when a great majority of the staff 
Ix~vcl optcd for the grant of Dearness -4llowance in cash. The Corn- 
r n ~ t l c r  !:o-.sidrr i ?  uneconomical to run these Grainshops xhen all 
commodities are freely available in the market. They, therefore, 
sugpst  I h : ~  t lilt, Railwy Board should earnestly consider this 
matter and without incurring any further losses wind up the 
Grainshclps Organization. They would like to know in due course 
thv ac t im t a k ~ n  by ;he Kaihvay Board in the matter. 

50. P a m  14 of Audit Report, 1953-inclusion of initial and ad- 
ditional normal depreciation in the cost of production of Locomo- 
tives und Boile.r,~.-An Agreement dated the 20th August, 1947 
(which was effective from 1st June. 1945) was entered into by the 
Railway Board with TELCO for the manufacture and sale of lo- 
comotive boilers and locomotives required by the Government. The 
agreement is to run for 16 years from the 1st June, 1945. In terms 
of the aglwment, the production of boilers during different pe- 
riods of the contract was programmed in the manner indicated 
'below : - 

( i)  A minimum of 50 boilers during period iA' covering 
twelve months from 1st June, 1945. 

(ii) During period 'B', that is one year from the end of pe- 
riod 'A', the production was to be "stepped up consist- 
entlf so that by the end of this period the Singhbhum 
Shops are capable of manufacturing at a rate of 100 
boilers a year". 

During periods 'A' and 'B' the price of bglers *as to be the 
actual cost of production, 

(iii) Period 'C' was to commence with the end of period 'B* 
and continue for the rest of $he period of the contract. 
During this peribd, the price was to be a fixed me.  
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51. The working of this agreement was commented upon by the 

Committees in Paras 61-63 of their Report on the Appropriati~n*~ 
Accounts, 1947-98 (Post-Partition) , Para 20 of their Second Report,. 
Para 17 of their Flfth Report and lastly in Para 27 of their Tentn 
Report. 

52. As aiready pointed out by the Committee previously, the- 
agreement was designed evidently to encourage the production of 
boilers in India, but there are some extraordinary features in it, 

53. As stated above, according to the terms of the contract, the, 
price to be paid to the TELCO during the initial periods known 
as periods 'A' and 'B' was the actual cost of production, and there 
was to be no element of profit whatever during these periods. In 
the subsequent period, known as period 'C', the price to be paid. 
was to be based on the estimated cost of production during period 
'A' or period 'B', and a profit of 7 per cent. on the total capital 
employed in the business. The cost included depreciation and, as 
provided in the agreement- depreciation was to be charged 'at 
rates allowed by the Income-Tax authorities in ascertainment of 
income, profit or gains subject to income-tax under the provisions 
of Indian Income Tax Act'. 

54. In pursuance of the decision reached in December, 1951 and 
July, 1952 between TELCO and the Railway Board, the initial and 
double depreciation charges were to be treated 'outside the costs' 
and to be carried over to a 'Deferred Depreciation Account' to be 
liquidated by Government over an agreed period. Before the de-. 
tails of the formula for the even spread could be evolved, Gov- 
ernment and TELCO decided in July, 1951 to reverse their earlie1 
decision and to treat these fortuitous Income Tax allowances as 
normal depreciation to be included in the total cost of production. 
of boilers and locomotives. 

55. The Central Board of Revenue, who were consulted in this 
matter in July, 1945 gave it as their opinion in August, 1945 that 
far from allowing this initial depreciation to enter into produc- 
tion costs, it should be specifically rovided that the normal rates B on the basis of the expected life o the plant etc., should be the 
rates that should enter into production costs. During his examina- 
tion by the Committee, the Financial Commissioner, Railways, 
however, pleaded that the concession about allowing special depre- 
ciation as relief for income-tax purposes postulated that there 
must be a profit before it could be availed of by any undertaking 
bocwise i f  there wpre no nrofits. no income-tax became payable, 
and therefore, this advantage of special depreciation would not be 
there. Since TELCO were not earning a profit on the boiler and' 
locomotive contract during the initial developmental pceriod, he urg- 
ed, this was the only way of extending this concession to them. 

$6. The Committee having expressed some concern that t h e m  
special concessions considerably inflated the cost of production in 
the initial peAod aryf unless specifically excluded, would also 
indate the price for the later period when A r m  prices had to be 
flxed, the Financial Commissioner, Railways assured them that 
there was no reason to beveve that t k c f u t u r e  prices would be 

(r 
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inflated because of the fact that in the past the& kad paid at bin- 
fiated rates, because thex c o g d  always ask the Company that these 
filctors shoula be eummated before k g  the price for the next 
~ e r i o d .  He, however, admitted that the present prices charged bs 
the TELCO were inflated. 

The Committee note that this is even borne out by the fact 
that the cost of production a t  TELCO was much higher than t h e  
landed cost of imported equipment. Added to the higher cost of 
production, the  incidence of these abnormal depreciation aUow- 
ances (which had been given for a different purpose) made the 
prices practically double that of the cost of imported equipment. 
The Committee are, however, doubtful whether the provisions of, 
the existing clause 5(v) of the First Schedule to the above contract 
could be invoked for recouping the excess payments already made 
to TaLCu as tnere was no agreement for such a course being taken 
through any price formula or for effecting cash recoveries from 
the Company. The Committee, therefore, suggest that the Rail- 
way Board should carefully watch this and they would also like 
the Audit to make a particular mention of this aspect in their fu-. 
ture Reports. 

57. The Committee learnt from the Comptroller and Auditor-, 
General that when the agreement was concluded originally on 
the 20 August, 1947, it did not make any provision for the inclusion 
of initial depreciation and double depreciation, but this was done 
subsequently by exchange of letters. While the Committee agree 
that the underlying idea of giving Lhis concession was to give a 
fillip to new industries and rehabilitate old ones, it would have 
sufficed if a supplemental agreement had been entered into with 
the TELCO according to which the initial and double depreciation 
were allowed to be carried over until the profit potential of the 
Company developed. While the Committee do not want to re-open 
the question, they would, nevertheless, desire that Government 
should take such a precaution while entering into all such cont- 
racts in future and instead of giving any concession through let- 
ters, they should invariably make specific provision either in the 
agreement itself or execute a supplemental agreement, if need be. 

58. The Committee further note that the loss resulting on ac- 
count of payment of initial and double depreciation is of the order 
of Rs. 1.14 croms. The Financial Commissioner, Railways held 
the view that it was an advance payment of the depreciation as 
it would, in any case, have been paid by 1961. The Committee are, 
howm-nv rlnnhlp t n  n o r ~ n t  th is  st,atement. as according to them it 
is not an 'advance payment' but an 'additional payment' to what 
would have been normally paid. Moreover, this additional depre- 
ciation had also been allowed on equipment etc., which have been 
purchased over a period of years after the agreement had been 
signed. Obviously, the additional depreciation on such assets will 
not be extinguislled by 1951. m 

0 
The: Financial Commissiont?r made the point that these pay- 

ments would all be taken into account at the time of the deter- 
\mination of firm price. He promised. however, to study the point 
land submit a.not,t. to th? Comrni~Ce on the sugjmt. I 

a 
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59, On being informed by the Financial Commissioner of Rail- 
ways that the cost of production at  TELCO was 33-113 per cent. 
higher than the landed cost of an identical type of locomotive, 
while at  Chittaranjan Locomotive work, it was 20 per cent. higher, 
the Committee desired to be furnished with a statement showing 
the comparative cost of locomotives manufactured by the Chittaran- 
jan Locomotive Works and TELCO vis-a-vis those of identical type 
imported from abroad. 

60. Costing of Locomotives manufactured in the Chittaranjan 
Locomotive Works vis-a-vis those by the Telco.-During their con- 
sideration of the Memorandum outlining the technical and commercial 
aspects of the method of costing of the manufacture of locomotives 
by the Telco as compared with the units manufactured in the 
Chittaranjan Locomotive Works submitted to the Committee ( A p  
pendix XXI of the Tenth Report of the Committee-Vol. 11), the 
Committee wanted to know whether there wa:; a proper allocation 
of machine hours, depreciation, overhead ctc., between the loco- 
motive and the boiler components manufactured by the Telco 
vis-a-vis other components etc., produced by them from time to 
time. Though they were informed that a sai'c-guard to this effect exist- 
ed in the formula laid down by the Iiai.l\rvay Zowd that there 
should be a fair and equitable charge to non-locomotive establish- 
ment in respect of the services rcntlered by that part of the factory 
which was debited to the R*?ilway Accounts. the Railway Board 
could not give satisfactory answer to a question raised by the 
Comptroller and Auditor-General as to whether the machine hours 
so calculated do not confer any benefit on the subsidiary business 
of the company like the manufacture of trucks etc. which was 
operated on a commercial basis without relation to aclual, costs. I t  
also came to the notice of the Committ,ee that no costing was done 
in regard to the components. I t  is not clear to the Committee as to 
how economic production of components was ensured in the ab- 
sence of such costing. 

The Committee, therefore, suggest that a team of technical ex- 
perts should be appointed by th2 Railway Board to go into the 
whole question of the costing system in force in Telco and also 
to examine the extent to which the indigenous material and capa- 
city are being utilised in the manufacturing processes. They 
should particularly investigate whether the subsidiary business 
like the manufacture of trucks etc., which was a commercial 
venture undertaken by Telco was not getting any benefit at  the 
expense of the Railways and further whether these activities were 
hampering the progress of manufacture of the boilers and loco- 
motives according to the time schedule laid down in the agree  
ment, and if so, to what extent. The investigation should also 
include the apportionment of idle time of the pachines among the 
various accounts. 

The Committee were perturbed to note from the ~ a i l w a ~  
Boa~d'&Mcmorandum (Apptwdix. XX) that owing to the delay in 
the manufactdre of boilers and locomotives, higher prices had to 
be paid by Government. The Committee desire that the Railway 
Board should assess the magnitude of the loss and they should be 
inlormed whether asy steps are,qroposed to be taken by Govern- 
ment to recover tbe loss from the Company. . 
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61. In regard to the recommendation made by the Commit- 
previously for taking over tbe TELCO. as a State undertaking, the 
Committee were informed that &I 1949 when the TELCO. were ia 
the grip of financial difficulties, they suggested that Government 
might take over the concern or alternatively they be given financial 
assistance of about Rs. 2 crores. But the Government chose the 
latter alternative and accordingly acquired shares in the Com- 
pany to the tune of Rs. 2 crores. 

The Financial Commissioner Railways promised to submit a 
note on this point. 

In reply to a question whethes the performance of TELCO. 
which had now reached target production, had come upto expec- 
tation, the Financial Commissioner, Railways stated that it would 
be rather premature to express an opinion on that aspect. All the 
same, he observed that it would not be advisable for a variety of 
reasons to take over thc concern at this stage when the production 
had reached the target, despite thc! inifid deky:. and lapses. The 
Committee note the view of the Bailway Board. They do not 
c~verlook the considerations urged by the Railway Board. The 
Financial Comlnissioner, Railways assured the Committee that the 
building up of price from estimates of labour, materials and over- 
heads will be checked by the appropriate experts which was the 
sures: way of arriving a t  a demonstrably fair and reasonable price. 
Thc Committee welcome the assurance and would like to watch 
the fuiurc' dc.vclop~nent in this case with an open mind before 
coming lo  any  C C ~ ~ . : L : Y ~ C - J I I S .  

Whilc the Committee would not; like to comment on the wisdom 
of diverting a part of the installed capacity for purposes other than 
t!tnsc for n.hich thc projcct {vas conwived. they tvould like to draw 
attention to the fact that this diversion of capacity has retarded 
the attainment of self-sufYicicncy in the matter of manufacture of 
Locomotives and boilers for' the Indian Railways. 

62. Para 15 of Audit Report, 1953 -Agreement for the purchase 
of Locomotives of indige,nous manufacture.-This para also deals 
with some aspects of the Agreement entered into by the Govern- 
ment of India with the TELCO for the manufacture and sale of 
Locomotive Boilers and Locomotives briefly referred to in para 50 
supra. The TELCO., in turn, entered into a contract with a 
German firm in November, 1950 for manufacture by the latter of 
parts and components required in connection with Government's 
orders for Locomotives with the former, and made 'advance payments' 
under. the contract to the German firm, for which they demanded 
reimbursement from Government. 'The Company aiso desired that 
the commercia1,risk involved in these advance payments should be 
borne by Government who should also assume the ownership of 
the parts and components. An advance of Hs. 27,27,379/- was 
accordingly made to the Company on the 6th December, 1950 treat- 
ing it as an 'on account' payment against an or er fop 50 Y. G. 4 Locos. placed by the Railway Board in May, 1 50. The Railuoay 
Board. however, asked the Indian Company to obtain from the firm 
a German Bank's guarantee for £375.000 (equivalent to Rs. 
'50,08,676/9/-) and assign the 'same to Ghernrnent. Pending the 
receipt of the assignment of this Banker's guarantee, Government 
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on the 6th February, 1952 authorised a further advance payment of 
Hs. 50 lakhs which was raised to Rs. 58,48,680/,- after a correspond- 
ing increase in the German Bank's guarantee. The latter sum was, 
thereafter, treated as a revolving credit to the TELCO upto the 31st 
March, 1953, to be replenished to the extent of the value of the bills 
presented for the parts and components received. According to 
audit comments, the arrangements relating to the grant of revolv- 
ing credit amounted to the virtual supply of free capital to the 
lndian Company, outside the terms of the agreement and without 
any corresponding benefit to Government, as clause 13 of the 
Agreement provided only for provisional payments for work done 
and not in anticipation thereof. Further, the Company could not 
furnish the list of assets which were to be regarded as belonging 
to Government as distinct from the stores and parts hypothecated 
by them to ttie lmperlal 6ank ior accommodat~on, as it bad been. 
found impossible to separate the two categories. The alternative 
proposal to obtain an indemnity bond from the Company, the Com- 
mittee understand, has since been implemented.. The represen- 
tative of the Ministry stated that the balance in the Revolving 
Credit Account has been completely cleared by the end of March,, 
1955. 

63. The Committee were informed by the Financial Commission- 
er, Railways that with a view to ensure that Government's in- 
terest involved in the provisional payment should not suffer in any 
manner, they have taken an assurance from the TELCO and the lat- 
ter has entered into an arrangement with the Imperial Bank under 
which, when submitting monthly statement of assets hypothecated 
to the Bank, the value of goods against which provisional payment 
was receivcd from t!w So.i::~r;.,:nt -,vould bc shown by them sepa- 
rately. 

64. Para 26 of Audit Report, 1953-Infructuous expenditure in 
the purchase of Oil Tank Wagons.-This case related to an 
order placed by the Railway Board on a Canadian Com- 
pany through their agents in India for the supply of 350t 
Oil Tank Wagons. The Railway Ministry incurred an ex-. 
penditure of about Rs. 1,07 lakhs on this order of 350 wagons (i.e. a t  
Rs. 30,6231- per wagon). Out of the sum of Rs. 1,07 lakhs, nearly 
Rs. 11.23 lakhs represented the pavn~ent m d e  merely on account 
of the promise of advance deliveries in July-October, 1948; but 
actually the supplies were made by the firm only in January/Feb- 
ruary, 1949 and received in India between January and June, 1949, 
i.e. about 3 months in advance of the deliveries promised by the 
firm m its nrst oner 01 Hs. Z4,ZUZ per wagon. 'I'hus the actual o-pera- 
tion of the contract did not fulfil the purpose for which the increase; 
in rate per wagon was accepted. 

When the Canadian iirm advised their inability to conform to 
these delivery dates, because of certain circumstances beyond their. 
control an& state that subject to availabi!itv of steel, ihy delivery 't would commence nlv during October-December. 1948. the Company 
were warned by the Ra i lw~y Board that if the wagons were not de- 
livered strictly according to the promise (July-Oct,obet, 1948), the 
justifiption for the exWa thousands dollars per wagon yould dis- 
s m e a r .  The wagons were. kowever. actually sup?l'ied between 
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January and February, 1949, and the Railway Board ultimately left 
it to the I.S.M., Washington to negotiate, if possible, with the firm 
for a 'rebate' on account of the late delivery of the wagons. For 
about flve years, no action was taken by the Railway Board to b d  
out what action had been taken by the I.S.M. regarding the rebate. 
The Committee would like to know who were the officers responsible 
in the Railway Board for not pursuing this case and what action 
the Board propose to take against them for causing this loss to the 
Exchequer through their contributory negligence. 

The Committee also find that the Government failed to provide 
any Force Majeure clause in the agreement, such as penalty to be 
levied in case of delayed deliveries etc., especially when an  enhanc- 
ed price on promise of earlier deliveries w8s paid. During their exa- 
mination of this case, the representative of the Railway Board failed 
to explain how the clause absolving the firm from payment of any 
penalty in such a contingency came to be included in the final con- 
tract, although it was rejected by the Board earlier. 

Further, the Railway Board did not at any stage of this deal con- 
sult the Ministry of Works, Housing and Su and it was only at Pti a very late stage when they asked the I.S. ashington to lodge 
a claim for rebate with the manufacturers. Again, the Committee 
note that for the supply of 300 wagons of the same design the quota- 
tion of Belgian firm amounting to a landed cost of Rs. 22,882/- per 
wagon was rejected on the ground that their delivery dates were 
quoted for August 1948 to January 1949, with a further condition 
in regard to the timely availability of material. Against this, the ori- 
ginal offer of the Canadian firm for 350 wagons amounted to a land- 
ed cost of Rs. 24.202 per wagon with delivery dates between the 
second and third quarters of 1949 and subject to the condition relat- 
ing to the availability of material. As a result of negotiations with 
the Canadian firm. order was ultimately placed at a landed price 
amounting to Rs. 30,623 per wagon with delivery dates July-October, 
1948. As the offer of the Belgian firm was not unfavourable, the 
Committee are surprised that negotiations had not been conducted 
with that firm before finalising the deal with the Canadian firm. 
The Committee are not satisfied with the justification put forward 
for this favourable treatment of the Canadian firm. They wish to 
record their dissatisfaction over the manner in which this transac- 
tion was handled by the Railway Board. 

65. Para 27 of Railway Audit Report 1953.-Purchase of defective 
and unserviceable rails.-The I.S.M., Washington placed a contract 
early in December, 1948, on a new manufacturing firm in 
Washington (whose financial standing was not ascertained) for 
first quality relaying rails for $ 750,000 and connected angle bars 
valued at $ 48,220-5 (total $ 798,220-5) with delivery dates extend- 
ing upto December, 1949. Without any intimation to the Ministry. 
the I.S.M., however, introduced a condition in the contract, which 
was not mentioned in the original offer, that the mate* would be 
of first quality mixed with No. 2 quality relayhg rails, and that 
No. 2 quality rails would not exceed 45 per cent of the total quan- 
tity, every effort being made to supply a majority of the 
fist quality rails. No sp@ications d the rails or their 
lengths *ere shown in the contract. Withip a month of th'e sign- 

* 



of the contract, the ex-Indian State Railway for whom the 3 s  were intended raised a doubt about the suitability of relaying 
rails for the construction of a new Railway project for which they 
were being obtained and asked for profiles of .the worst rails ap 
well as their lengths and other details. The I.S.M. replied that the 
suitability of the rails was assured by inspection. me profile of 
a new rail, instead of the worst rail called for, was sent to India 
on the 3rd Maxh, 1949. The inspection contract was placed on a 
private firm only on the 19th March, 1949, although the delivery of 
the first 3,500 tons had, according to the contract, to be completed by 
the end of December, 1948. 

66. The Committee find that the following irregularities have 
taken place in this transaction: 

(i) The State Railway concerned placed a regular indent for 
only 1092 tons on :n.e 24th May, 1949 which had arrived in May, 
1949 and refused to cili.ilnit i t s ~ l f  to i.he purchaw of thc balance 
in view of the antjci;pated transfer of the Railway to the Central 
Government. Thc .'rlinistry ;hen asked thc I S M . !  Washington to 
cancel the remaining portion of the contract, but, the Mission re- 
lied solely on the basis of the firm's statement and, without taking 
any steps for its verification, replied that the entire quantity of 
the relaying rails was at sea board or en 1.oute to sea-board and 
cancellation of the contract could be done only at full cost. 

(ii) The I.S.M. did not invite competitive tenders from other 
firms dealing in second hand rails. Further they chose a firm with- 
Out verifying their financial standing. The Purchase Officer in the 
Mission, who was an American natjonal and had no previous ex- 
perience in this line, although he professed to have that, flagrantly 
violated the prescribed rules in not obtaining any security deposit. 

(iii) The Committee are constrained to observe that the I S M .  
Washington failed to observe the elementary principles of pru- 
dence and placed reliance on the statement of the firm about the 
shipment of the rails. They would like to express their disappro- 
bation over the perfunctory manner in which the Mission handled 
this transaction from the very start. 

(iv) Out of 100 track miles received, 37 per cent were fit for the 
main line and 23 per cent for important sidings. Out of the re- 
maining, 21 per cent could be made fit for unimportant sidings after 
straightening and removing kinks, while the balance of 19 per cent 
was wholly unserviceable. The loss on account of defective and 
wholly unserviceable supplies alone was Rs. 10 : 57 lakhs (approxi- 
mately). , 

c. 

(v) The Ministry of Works, Housing and Supply should have 
consulted the indentor viz. Ministry of Railways before the I.S.M. 
was w e d  to go ahead arfd place the order with this firm. ' 

( 
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(vi) The condition attached to the contract provided that the 
&rn was responsible for any defect or fault detected by the  ur- 
chaser in the stares on their arrival in India. A claim for $ 2,0t000 
approximately is stated to have been lodged against the firm and 
the case is under arbitration in America. 

The Corrmittee Sail to understand why the claim could not be 
preferred earlier against the firm and earnest attempts made to en- 
force recovery. They would like to know the action taken against 
the officials responsible for thc delay in preferring the claim. 

(vii) As regards the appointment of the inspecting firm, apad' 
from the delay that occurrcd, it is somewhat extraordinary that the 
inspection contract was placed on the same private firm which had 
been hired by the supplying firm in connection with its purchases of 
those rails which were to bc supplied to the India Supply Mission. 
Thc insp-bcticrn 1,cports were also reported to contain an unusual 
type of statement to the efrect that they covered the condition of 
the ~ i ~ i l s  ti!; s w n  ?)v thc Insi3~~10r and !~cflxtcd his best judgment, 
and no liability was accep:ed for defects that might have been ovcr- 
looked by him :. 1. for ~:rsor of judgmrnt or for claims that might 
ensue on thr pari. of' the ultimate receiver of the merchandise. The 
inspection carried out by the firm was also a random one. I t  passes 
the con?;~r.ehensicv of the Commi:tec how inspection reports based 
on random inspec?ion. particularly when the goods were second ' hand, wcr? a ~ c e p t i d  by thc T.S.11. The reason why such a large 
quantitv of rails should have been found unserviceable is thus not 
far to seek. The Committec arc pwturbed that the salutary prin- 
ciple that the Tnspcc:ors should not in any way be connected with 
the purchase of the particular-goods has been departed from in this 
case. 

67. The Committee were inl'ormcd that the persoils who handled 
this conh-act were American nnt,ionals and had been recruited local- 
ly. One of them who was the Purchaser Officer had actually tender- 
ed his resignalion and i t  v,-as accepted forthwith while the other had 
retired much earlier. 

68. This is another instance where a contract for suppl of goods 
was entered int,o by Govtirnmcnt neglecting the financia ! interests 
of the state, resulting in considerable loss to the Exchequer. The 
Committee are constrained to observe that there was a gross mis- 
handling of this casc by the T.S.M., Washington and it requires 
further detailed invcstigarmn. This is a sad c o m m e n t a ~  on the 
working of the Purchase Wing of the Mission. The Committee 
would like to have a fuller report on the transaction and the ac- 
tion that is proposed to be taken against other officials a t  fault. 

69. As regards the adjustment of the sum of Rs. 7 lakhs repre- 
senting the value 8f totallv unserviceable rails which was lying 
under 'Suspense' as the ~ a i i w a ~  Board had refused to accept debit 
for that amount, the Committee feel that the debit in question 
should be accepted as a valid charge against the Ra'lway toncern- 
ed without requiring the Ministry of Works, Housi d g and Supply 
10 insist on too met,iculous a fulfilment of the normal requirements 
?f the supplies conforming to the original specifications which it 
1s in any case now impossible to fulfil. e m 

L 
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70. Para 11 of Audit Report, 1954-Loss on the cancelta%ion of a 

supply order.-In this case, bulk orders for a non-standard article 
(steel keys for track), still under trial, were placed by a compara- 
tively junior Engineer in contravention of the rules. The high 
price at which the order was actually* placed (57 per cent. over the 
estimated cost) and which vitiated the justification for the purchase 
of non-standard keys was not taken up by the Administration with 
the Director-General, Supplies and Disposals. 

The issue of a clearance certificate by the Personnel Officer of 
the Chief Engineer in favour of the Engineer an the 17th October, 
1950 and the payment of his Provident Fund dues on the 27th 
October, 1950, after receipt on the 16th October, 1950 of the enquiry 
papers from the Railway Board, without taking any action against 
him in respect of this case, was not correct, especially when the 
Chief Engineer had expressed dissatisfaction in this case as early 
as  in March, 1949. 

The committee fail to understand why the Chief Engineer did 
not take any action against the Engineer concerned when the un- 
satisfactory aspects of the case came to his notice in March, 1949. 
Judging from the sequence of events of the case, the Committee 
are inclined to feel that undue leniency was shown to the Engineer 
by the Administration. The speed with which the settlement of 
the dues of the Engineer had been effected leaves the impression 
that this Officer was enabled to circumvent the rigours of a fur- 
ther enquiry into his conduct and thus evade any punishment' $hat 
might have been inflicted upon him and which might also have 
caused him some pecuniary loss. The Committee desire that the 
Railway Board should re-examine this case and take action against 
the Officers responsible for helping the Engineer to escape. 

71. Para 14 of Audit Report, 19544+ovisional payments.- 
This para discloses a large number of cases of provisional pay- 
ments involving heavy amounts awaiting regularisatibn over a 
long period on all Railways. The Committee recommend that the 
Railway Board should issue instructions !o the Railway Adminis- 
tration that the coda1 rules prescribed in this behalf should be en- 
forced. 

72. Para 28 of Audit Report, 1953-lnsuficient time alloweti for 
submission of tenders.- This para reports cases where notice of 
less than a fortnight was given by the various Railways for the sub- 
mission of tenders in many cases. The Committee desire that the 
Railway Board should issue clear instruction$ for observin the 
rules as laid down for calling of tenders after giving su % cient 
notice by way of advertisement etc. In such circumstances, in the 
opinioltof the Committee, there exists an obvious danger that con- 
tractors freedCfrom the restraints of the competitive tender system, 
ma hold out unjustifiably high rates and this should be care- 
fdr y guarded against. 

e 7 3 .  During the co(urse of the'cikamination by the Committee d 
the cases referred to in the preceding para, their attention was 



d r a m  b the sale df cinder without calling for quotetian8 or giv- 
, fng proper notices. The Committee desire that the Railway Board 

ould review this procedure and submit to them a note stating 
e measures adopted or proposed to be adopted to prwentr any it 

abuse of powers vested in the subordinate authorities for the sale 
of cinder without inviting quotations etc. 

74, Para 38 of Audit Report, 1953-Rationalised distribution of 
stores.-The Committee note that the balance in stock is still on the 
high side. They desire that the Railwa Board should pay unre- 
mlttin attention to the progressive re uction in the ascumula- f il 
tion o 'surplus stores' and 'scrap' and they hope that the next 
year's Report will present a better picture in this behalf. 

75. Para 18 of the Audtt Report, 1954-Refusal to accord ex-post 
facto sanction.-In this case, a dispute arose between the E.I. Rail- 
way and a contractor in connection with the supply of grainshop, 
commodities. The contractor resorted to legal proceedings in 1946. 
The case was decided against the Railway Administration who filed an 
appeal on the 22nd October, 1948, which is pending in a High Court. 
In the conduct of the case, the Railway Administration incurred 
an expenditure of Rs. 48,130 by March, 1949 and they sought the 
ex-post facto sanction of the Railway Board as it was not within 
their power. The Board at this stage expressed their dissatisfac- 
tion and surprise a t  the way in which the case was handled 
by the Railway Administration and refused to accord their ex- 
post facto sanction to the above expenditure, while authorising the 
liabilities to be honoured. When approached once again in Sep- 
tember, 1952, the Board still refused to accord the sanction and the 
expenditure continued to be considered as unsanctioned. 

76. As stated in para 4 of this Report, the Committee were 
informed by the Comptroller and Auditor-Eeneral that the ques- 
tion relating to the regularisation of the e y d i t u r e  incurred 
without proper sanction by the competent aut ority by according 
ex-post-jacto sanction is at present engaging the attention of the 
Ministry of Finance and the Financial Commissioner, Railways. As 
soon as a decision is reached in the matter, the Railway Board may 
take the necessary steps to regularise the unauthorised expenditure 
in this case. 

77. Revision of Agreement with the Swiss Firm 'SCHLIEREN' 
for the manufacture of all-metal light-weight coaches.-Durin the 
examination of the Chief Administrative officer, Integral 8oach 
Factory, Perambur (Madras) on the working during the past one 

ear of the Sup lemental Agreement entered into by the Railway 
goard with the 8 * i s  firm on the 27th June, 1953 after keeping in 
view the comments made by the Committee in Para. 13 of their Fifth 
Report and as supplemented by Para. 29 of their Tenth Report, the 
Committee were informed that it had worked satisfactoril and that 5 the Factory would adhere to the schedule for producjlon as aid down 
in the agreement; accordingly, it would be started in the second half 
of 1955. It  was further mentioned that as a measure of financial 
prudence, the target of producpon of 350 caches a year on single 
shift had b k n  clamped a t  250 coaches in the $-st instance. 

424 L.S. . 
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178. The Comptroller and Auditor-General brought to thre notice 
of the Committee that the 3) per cent. export cess which the SWiSB , Government were levying for exporting any goods outsl& Swltzer- 
land was discontinued in October, 1949. In terms of that, a a ~ m e n t  8 of 217,000 Swiss francs was demanded by the Company an paid to 
them by Government. The Committee desire that the ~ a i l k a y  Board 
should examine whether this amount is not reimbursable to the 
Government of India in view of the fact that the exports in question 
did not matpsialise till 1951 and the question of payment of cess did 
not theref ore arise. 

79. The Comptroller and Auditor General further pointed out 
that a sum of 117,363 Swiss Francs had been paid to the Swiss firm 
on account of the bankers' clearing fees which should not be includ- 
ed in the cost of production or 'firm price'. 

The Committee should like the Railway Board to examine this 
point also and submit to them a note in due course about the justi- 
fiability of this payment. 

OUTSTANDING RECOMMENDATIONS 
80. *The Committee shall now deal with some of the more import- 

ant items outstanding from the previous Reports, in respect of which 
the Railway Board have submitted to them MemorandaMotes stat- 
ing the action takm thereon. 

81. Para. 19 of Tenth Report-Irregular expenditure on the Cadet 
Division of the St. John Ambulance Brigade (Overseas) on the 
G.I.P. Railway.-The Committee had observed in this Para that no 
justification had been given by the Railway Board for not taking dis- 
cipIinary action against the Officers responsible in their Office for 
the delay of 22 months caused in the disposal of this case and b i r d  
that action should be taken against persons responsible for the delay. 
After going through the note furnished by the Railway Board ( A p  
pendix XXI), the Committee regard the explanations given by them 
as unsatisfactory and express their displeasure over the manner in 
which the Board handled this case. The Board have themselves 
admitted in this note that 'there was actually a delay of 8 months in 
their Office after the case became ripe for decision by the Board'. 
Even 8 months' delay does not reflect well on the working of the 
Board. The Committee should like the Board to re-examine the 
case and take disciplinary action against the persons at fault. 

82. Para 21 of the Tenth Report-Leakage of Revenue of a Sta- 
tion on the E. I. Aailway (Appendia: XXX).-The Committee would 
like to know the action taken against the Transportation 
Inspector (Commercial). 

83. Para. 31 of the Tenth Report-Economy efFected by Re-group- 
ing of Railways (Appendix XXII).-The Committee should like to 
watch further results. In the meantime, they wo ~ l d  suggest that the 
Board should try to evolve some method by whch to segregate 
the financial effect, if any, that may have arisen out of regrouping. , 

84. Para. 35 of the Tenth Report-Abandonment of Locomotive 
BuildingP Work Project, Kanchrapara.-As desired b the Com- 
mittee, the Railway Board have submitted to them s dmorandum 
(Appendix XXIII) on the question of reference of claims to Arbib - - -.__^_- _-,- 

*EJote.-Not vetted by Audit. a , 
b 



ration in respect of which 'no claim certificate' had been tendered by 
4he contractors. In view of the opinion given by the Law Ministry 
as set forth in the penultimate sub-para of the Memorandum, that 
If a contractor chose to prefer a claim after giving a 'no-claim certi- 
ficate' and pressed for the appointment of an Arbitrator, the Rail- 
way should appear but question the jurisdiction of the Arbitrator, 
lest the case of the Railway should go by default, as it was not 
possible to prevent a case from going at all either before an arbi- 
trator or a court of law, the Committee haveno comments to make. 

B. DAS, 
Chairman, 

Public Accounts Committee. 
NEW DELHI; 

Fhe 29th June, 1955. 



Proceedings of the sitting of the Public Accounts Committee held 
on the lst, 2nd and 3rd February and the 4th, 5th and 7th May, 

1955. 
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POSTS & TELEGRAPHS DEPARTMENT. 
b 

86. Audit Reports (P. & T.), 1953 and 1954.-The Committee took 
up consideration of the Appropriation Accounts (Posts & Tele- 
graphs) 1951-52 and 1952-53 and Audit Reports thereon. 

87. Grant No. 93.--Capital Outtag on Indian P a s  & h t e g q h s  
Depa~tment (Outside the Revenue Accounts).--Saving of about 
h. 28 labs  occurred under this Grant, mainly due to slow progress 
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of works, non-receipt of stores and in some cases, the debits t k e -  
for and delay in finalisation of purchase proceedings etc., of lands. 
2he c!ittee wanted to know why these savings were not SUP- 
rendered bJ, the P.. & T. Department in time in order to avoid lapse 
of funds. The representative of the P. & T. Department explained 
that the savings were due to a number of reasons viz., non-purchase 
of the building site for a Telephone Exchange; slow progress of 
work done by the C.P.W.D. on the construction of an Exchange 
building; non-raising of debits by the C.P.W.D. for an Exchange 
Building constructed by them and so on. He further stated that 
so far as the works done by the C.P.W.D. were concerned, they got 
from that Deptt. a statement of the expenditure likely to be in- 
curred by the end of the year and in the absence of any modification 
in that statement, it would have been inappro riate for the P. & T. P Department to assume that these works wou d not be com leted. 
Similarly, so far as the acquisition of sites was concerne$ they 
acted on the premise that the negotiations which were going on 
would be completed and the payment would be made. But unfor- 
tunately they could n ~ t  be completed before the end of the year. 
He added that as one of the measures taken to prevent such instances 
in future, they had already set up a separate Planning Section under 
the Chief Engineer, and expressed the hope that considerable improve- 
ment in this respect would be shown in the report next year. The 
representative of the Ministry of Finance (Communications) pointed 
out that one of the measures for bringing forth improvement in the 
existing &-up adopted by them was that they had created a new 
post of Director of Accounts for the P & T Department and it had 
been left to him to see that such irregularities did not repeat in future. 

88. The Director of Accounts, P & T then explained to the Com- 
mittee the existing machinery in the P & T Department for budgetary 
control. He stated that the Deptt. had got several controlling units 
which closely watched the Departmental expenditure month after 
month with the proportionate budget allotment and any excess or 
saving was brought to notice. At the Headquarters, they had got 
liaison with the Ministry of Finance with whom they held quarterly 
meetings and after watching the trend of actuals as compared with 
the budget, they took steps to regulate allotments of funds by means 
of reappropriations and make surrenders. This, he added, was a 
continuous control going on throughout the year. 

As regards the purchase of stores made from abroad, they had 
evolved a system after considerable discussion with the Ministry of 
Works, Housing and Supply whereby they were kept informed of the 
monthly progress of expenditure incurred by the Purchasing Missions 
abroad during the last quarter of every year. He assured the Com- 
mittee that this system would lead to an improvement in the position 
in regard to the lapse of funds on aqcount of nsn-purchase and/or 
non-receipt of stores in future. 

89. The A.G., P & T pointed out that the real trouble lay in the 
P & T N t t .  nqt maintaining their own accounts (Works Accounts) 
md he expressed the view that until that Department did so, he would 
not be in a position really to control their expenditure effectively. 
In reply to a question, he A.G., P & T stated that he maintained the 
accownte of the P & T & epartment, but his accounts weresa month or 
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in *mm as compared to the accounts which the Popar tme~kl  $laM, &, - w e d  in their books, UI bit ti-' the 'm 

QP a c&iin & t i  
8 yb-ppdate aqqounts in (hefr possession than what he CON p e  them 

90. The representative of the P & T Deptt. assured the Committee 
that they were doing their very best to maintain the DepartmenW 
.accounts accurately and up-to-date, but it had been found that it 
was not possible to do so in some cases. The main reason, he said, had 
been the egpansion of the P & T Department in the various qheres 
and it was to meet that need that they had recently decided to create 
8 new divisions, so that the maintenance of initial accounts might 
be done more systematically, and he hoped to be able to present to 
the Committee a better picture next year. 

91. Para 7 of. Audit Report, 1953 and Para 12 (3) of Audit Report, 
1954.-These paras showed cases where expenditure was incurred by 
the P & T Department in excess of the budget provision. Para 12(3) 
,of the Audit Report 1954 disclosed that the absence of specific pro- 
vision for major works continued to be a feature of the Budget 
Estimates for the year under report. According to this, out of the 
total outlay of Rs. 2.35 crores as much as 86 lakhs or 
.over 36 per cent were on items for which no specific 
provision was shown in the budget. The number of such 
works was 861 and out of the expenditure of Rs. 86 lakhs on them, 
Rs. 21 lakhs related to, buildings and 52 lakhs to lines and wires 
and 13 lakhs to apparatus and plant. The Committee pointed out that 
i t  was rather somewhat serious that the P & T Deptt. should have 
.executed a large number of works for which there was no pro- 
vision. They wanted to know why were funds provided for certain 
works diverted to these works. The representative of the P & T 
Department stated that as they were faced with unforeseen and very 
urgent and pressing demands from certain Ministries like the Railways 
and Defence and so on, they had to proceed with the construction 
of new lines etc. for them. The Committee felt that the Department 
should have asked for a token vote in these cases and brought them 
to the notice of Parliament. The representative of the P & T Depart- 
ment assured the Committee that in future all such works would 
be brought to the notice of Parliament by means of a token supple- 
mentary grant. The Committee then desired to be furnished with 
a note showing the reasons for not providing funds in the original 
budget for expenditure incurred on items referred to in para 12(3) 
of the Audit Report ibid and the justification for diverting funds for 
those items of work in the course of the year. 

The Committee also desired to have a *note giving reasons for the 
excess of Rs. 62.64 lakhs in the Stores and Manufacture Suspense 

.Accounts of the,P & T Department during the year 1952-53. 

92. P a ~ a  16(a) and ( c )  of Audit Report, 1953-Reinstatemgt of 
Government Servants after long periods of suspension.-This para 
contains a review by Audit of cases of reinstatement of ]e & T Depart- 
ment em loyees under suspension for a long timrawhene the Depart- B ment ha to incur considerable expenditure either because the origi- 
nal order of suspension had to be rescinded or because of the pro- 

*See Appendix VIII and IX v 
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dwal  delay in issuing Anal orders. The Committee pointed out that 
these caaes indicated that the action of the Departmental authorities 
in rushing cases to courts, when there was no evidence even for a. 
departmental action, was indiscreet, involving the Department in 
infructuous expenditure*. In the case referred to in sub-para (c),. 
the criminal prosecution was attempted unnecessarily even when it. 
involved a petty sum of Rs. 17/-. The Committee pointed out that there 
was something wrong with the existing rules on the subject which 
were unduly rigid. The representative of the C. & A.G. suggested tol 
the Committee that the existing procedure, which required that in 
every case where a criminal act was in question, the departmental 
proceedings should be held up pending the result of the criminal 
prosecution required revision as this led to delays in the disposal of 
the disciplinary cases against delinquent officials. Further delays. 
also occurred on account of technical and procedural grounds which 
either helped the accused persons ultimately escaping the punish- 
ment or the punishment became ineffective. He drew the attention of 
the Committee to a recent judgment of the Supreme Court wherein 
it had been ruled that Departmental proceedings might be completed 
and appropriate penalties under the service rules might be awarded 
and thereafter it would be quite correct to prosecute the Government 
servant in a criminal court if the circumstances warranted such 
action and added that if the rules were amended, as suggested by 
him, there would not arise the type of cases mentioned at sub-paras , 
(a), (b), (c) and (d) of para 16 of the Audit Report. 

93. The representative of the Ministry of Communications informed 
the Committee that the departmental enquiries always preceded the 
report to the Police. He added that so far as the question of disci- 
plinary action was concerned, the P & T staff were also regulated by 
the same orders and rules on the subject as were issued by the Home 
Ministry, and so long as these rules existed, they were to follow them. 
He, however, admitted that delays had occurred in the P & T Depart- 
ment in taking disciplinary action in certain cases. He pleaded that 
in cases where the Police had not functioned properly, people had 
taken advantage of the laws and delayed the proceedings, the problem 
became more complicated and needed consideration on its own merit. 
He added that no doubt the existing Civil Services (Classification, 
Control and Appeal) Rules were so elaborate that they almost smack- 
ed of proceedings in a court of law and the ordinary impression that 
disciplinary proceedings taken in the departmental way were very 
much quicker than proceedings in the court of law was not quite 
correct. Further, there were mone aspects of disciplinary proceed- 
ings in the form of constitutional safeguards which were provided to 
Government servants of all kinds and categories and these had to be 
takien into consideration. As the question of simplif ing the existing 
procedure relating to disciplinary action against 6 overnment ser- 
vants under the Classification, Control and A peal Rules came with- 
in the purview of the Ministry of Home A g airs, with whom the 
Committee had already taken it up, they decided to defer further 
considerati~n thereof. 

94. Before coacluding their deliberations. the Committee asked 
the representative of the P & T to submit to them a **note regarding 

*See also Appendix XI 
W e e  Appendix Y 

c 
a 



36 
the procedure followed by that Department in the matter- o# 
reporting all cases of frauds, embezzlements, etc., in the. 
Department to the olice authorities for 
special reference to t R e type of cases where 
proceedings were initiated; (ii) the stage 
were pursued before being handed over 
investigation; and (iii) whether legal advice was obtained in such, 
cases before handing them over to the Police. 

95. The Committee then adjourned to meet again at 10 A.M. on. 
thr following day. 
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and Audit Beports thereon. 

POSTS AND TELEGRAPHS DEPARTMENT-40ntd. 
97. The Committee took up further consideration of the Approprie- 

tion Accounts (Posts and Telegraphs) 1951-52 and 1952-53 and Audit 
Reports thereon. 

98. Para. 31 of Audit Report, 1954-Purchase through SuppIg 
Department.-In this case, an indent for the purchase of 8,500 cwts. 
of Zinc Tiles was placed by the P. & T. Department on the 16th May, 
1949 on the Central Purchase Organization of the Supply Department 
for early compliance, with date of delivery specified as the 31st 
August, 1949. Purchase action was not, however, initiated by the 
Supply Department until after receipt of a telegraphic reminder on. 
the 9th September, 1949 from the indenter urging expeditious pro- 
curement of the stores. Thereafter, 4,000 cwts. were purchased a t  
Rs. 63/5/- per cwt. in October, 1949 and the balance quantity a t  
Rs. 63/- per cwt. in January, 1950. The prevailing price in June, 
1949 was Rs. 51 per cwt. and on the basis of this rate, the delayed 
purchase resulted in an extra expenditure of Rs. 1,03,250 to Govern- 
ment. It was explained that the delay was due to the loss of the 
extract of the indent in a branch of the D. G., S.& D. and that the extra. 
expenditure was attributable to devaluation of the rupee. It  was. 
further stated that no disciplinary action could be taken against the 
officials at fault in this case as they had left Government service. 
The representative of the Ministry of Communications agreed with 
the Committee that a serious view ought to be taken of the loss of' 
indent in the D. G., S. & D. but he added that it was for the Director 
ate to explain the matter. The Director General, Supplies and 
Disposalst explaining the background of this case stated that the 
indent in the D. G., S. & D. but he added that it was for the Director- 
was a composite one and it covered six items like antimony, graphite 
etc. It had to be split up among the various sections. Unfortunately. 
in this case, the dealing Assistant who received this particular item 
after the split up mislaid it. The Assistant Director incharge of the. 
Section proceed on leave almost immediately after that for domestic, 
reasons and later resigned. This item was, therefore, lost sight of. 

99. In reply to a question, the D. G., S. & D. stated that they were  
exercising three types of control in such cases, viz., an indent 
register had been maintained where all the indents were registered. 
The Section Officer was supposed to see it from day to day. The- 
Assistant Directcr saw it roughly once a fortnight and the Deputy 
Director once in three or four weeks. When asked whether any 
explanations had been called for from the Assistant who had mislaid" 
the indent and who was stated to have left Government service, the 
D.G., S. & Dl stated that only three days ago, they hpd fomd that that 
person was still in Government service m another Department and' 
they praposed to take u the matter. He added that their original R impression being that t e person concerned had left Government 
service, no explanations had been called for'and no action was, taken 
against him. . 
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'(At this stage Shri T. N. Singh took the Chair) 

The  D. G., S. & D. further stated that the responsibility in thh 
ease rested on the Assistant and the Assistant Director in his Or ani- d gation and he assured the Committee that such instances woul not 
;Fecur under the present system by which indents were classified 
according to values and were put up to the Deputy Director, Director 
a n d  the Director General as the case may be before being passed on 
.to the section concerned for disposal. 

100. So far as the disciplinary aspect of the matter was concerned, 
?he Committee took a serious view of the wrong statement of facts 
made by the D. G., S. & D., to Audit authorities that as the dealing 
OfXcials were not in Government service, no action could he taken 
against them although one of them continued to be still in service. 
.During the course of discussion on this point, it was also revealed 
that the Assistant Director had applied for a transfer to a better job 
a n d  the D. G., S. & D. had forwarded his application. The Committee 
then asked the representative of the Ministry of Works, Housing and 
Supply to furnish then, with a *note setting forth further informa- 
-$ion on the following points:- 

(i) Who is the Officer in the D. G., S. & D. responsible for 
giving wrong information to the Audit that the officials 
at fault in this case 'had left Government service'? What 
action has been or is proposed to be taken against him 
for making a wrong statement of facts? 

(ii) When he left the Directorate, to whom did the above oftIcer 
hand over charge? While handing over charge, did he 
include this outstanding indent for the supply of material 
to the P. & T. Department in the list of points handed 
over by him to his successor? 

(iii) Where is the Assistant Director, who dealt or was to deal 
with this case, employed at present? 

qiv) When did it come to the notice of the Deputy Director or 
other higher authorities in the D. G., S. & D. that the 
delay in this case had resulted in an extra expenditure 
to the Exchequer and did he take any immediate action 
against the Officials at fault? 

(v) Was this item included in the outstanding list of indents 
at any stage? If so, what action was taken to speed up 
its disposal? 

, 101. Para 18 of Audit Report, 1953.-lnfructuous expenditure on 
leasing rented accommodation for location of oj9ices.-In this case, 
%he P. & T. Department hired two private buildings at a total rental 
of Rs. 9,560 per month to accommodate the Departmental Offices 
'located in the old Telegraph Office Building which it was decided to 
demolish with a view to erecting on that site a ne6  building for the 
Automatic Telephone Exchange. One of the two buildings (rent 
'Rs. 2,560 per mensem) was re uisitioned through the State Govern- R ment in Mgiy, 1948, and the ot er (rent Rs. 7,000 per mensem) was 
'taken over fromrthe Defence Department in June, 1948. The ro- 

u l  for demolition of the old Telegraph Building was abandond on 
%st March, 1949. In the meanwhile, these two vacant buildings w e n  -- ----- i--- --- .- - -----, 

*.See Appendices I1 & III c 
4 
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s very high value. He further expressed the view that it would 
not adequately guarded or securely closed and some squatters took 
possession of them and are still in occupation of the one taken over 
from the Defence Departmentthe other (rent Rs. 2,560 per mensem) 
Baving been transferred to the control of another Department of the 
Government in August, 1950. The P. & T. Department thus paid 
rent totalling approximately to Rs. 4,60,000 for these two buildings 
upto 31st December, 1952, without making any use of either of them. 
Payment of rent at Rs. 7,000 per mensem in respect of one of the 
buildings still continues to be the liability of the P. & T. Department. 

102. The representative of the P. & T. Department explained that 
.when the proposal for the Calcutta Telephone Automatisation Project 
came up, a search area was indicated by the Consultants where it 
must be located in the most economical way. No suitable site which 
,could meet these conditions could be procured. Therefore, the 
Department felt the necessity of pulling down the old C. T. 0. 
building in Dalhousie Square which was built 80 years ago and was 
being uneconomically utilised. At that time, a decision was taken to 
rent buildings outside to locate the offices situated there and these Wo 
buildings were taken over--one from the Government of West Bengal 
and the other from the Defence Ministry. Both these were rented 
buildings and before the P. & T. Department could occupy them, they 
were forcibly occupied by unauthorised persons and they had not 
been able to evict them. 

103. In reply to a question as to why the P. & T. De artrnent 
continued to pay rent for these buildings although they E ad been 
occupied by unauthorised persons the representative of the Ministry 
stated that they have been trying hard to disown liability for paying 
the rent, but in vain. In fact, at one time they even stopped paying 
rent to one of the landlords but had to resume payment on legal 
advice. Even the attempts made by the Department to invoke the 
help of West Bengal Government at a higher level for evicting the 
premises was of no avail. The Committee wanted to know why the 
P. & T. Department was hasty in taking over the building which was 
already in the possession of another Department of the Government 
of India (Defence Department) and could be taken over at short 
notice when a firm decision to shift the offices was taken. 

104. The representative of the Ministry replied that the Defence 
authorities did not require the building and were about to release it. 
He added that the position of getting buildings in Calcutta was so 
acute at that time that the Department thought it best to take posses- 
'sion of the building when it was available. 

105. During the course of discussions, it has emerged that the 
P. & T. Department took possession of the buildings long before the 
matter was placed before the Standing Finance Committee, and that 
the Standing Finance Committee did not accept the proposal of 
dismantling the C. T. 0. building. This showed that the buildings 
in question were taken on rent much ahead of the final decision on 
the proposal, which revealed lack of planning. r The * Committee 
desired that the P. & T. Department should, in consultation with the 
Rehabilitation Ministry, find out a wa by which the Department 
would be relieved of this unnecessary iabiljty which they had been 
incurring .for the past six yedrs. 

K 
8 
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lw. The Committee then asked the representative of the Po & TI 

Department to submit to them a note givihg the following inform&- 
tion: - 

(1) A note stating whether the Ministry of Defence had inti- 
mated to the Ministry of Communications that the 
former were releasing the building in question or exer- 
cising the option to transfer the lease of the building 
to the latter-which building was already under their 
possession under the terms of the lease itself. 

(ii) Who is paying the water, electricity and conservanq 
charges and Municipal taxes etc. in respect of thin 
building? 

(iii) A note stating in chronological order the various stages od 
the proposal for the demolition of the Telegraph Ofice 
Building till it was turned down by the Standing Finance 
Committee and for the renting of the two buildings for 
the use of the P. & T. offices to be shifted there. 

107. Para. 20 of Audit Report, 1953-Irregular closure of inopera- 
tive work orders.-This para disclosed that the accounts of over a 
thousand inoperative work orders for jobs undertaken and completed! 
during the Prepartition period from 1942 to 1947 could not be closed 
in the Alipore Workshops due mainly to a heavy variation of over 
Rs. 18 lakhs between the actual charges debited to these jobs and the 
value of the stores as challaned on their despatch after manufacture. 
The reasons for this heavy variation were stated to be (i) defective. 
estimating or failure to revise the ~hallaned~rate to accord with the 
steep rise in the cost of raw materials and labour and (ii) irregular 
booking of charges against work orders due to concurrent running 
of various work-orders for the manufacture of the same kind of stores. 
The Committee wanted to know the steps that had been taken by the 
P. & T. Department to ensure that the work orders were not kept 
open for an indefinite period. The representative of the P. & T. De- 
partment stated that the period 1942-1947 to which this para related 
was very abnormal-the amount of stores required for war purposea 
was very large and the same kinds of stores were being manufactur- 
ed under different work orders. He added that as a result of the dis- 
qussions with the Accountant General, P. & T. last year, it was 
decided that all work orders should be closed every three months so 
that there would be no such variations in future. Another decision 
was that estimates should be prepared in respect of each work order 
as to how much raw material it would require and how much labour. 
Some progress had been made in this direction. Yet another step 
which the P. & T. Department took to set right matters was that they 
had deputed the Chief Cost Accounts Oficer, Ministry of Finance, 
Government of India, sometime in 1953 to visit the Posts and Tele- 
graphs Workshops, Alipore with a view to suggesting means of in- 
troducin the cost accounting system there. Later on, there being B some di erence of opinion on certain items with the Chief Cost 
Accounts Wcer ,  they asked him to revisit the Workshops, and his 
final report was awaited by them. He further assured the Com- 
mittee that before long they would introduce the cost accountiw 
system in the Posts and Telegra hs Workshops because that 

labou? occurred a n m e r e .  
R would enable them to know w ethex any wastage of mate 4"" a1 or 
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108. The Accountant General, Posts and Tele aphs informed the 

Committee that the P, & T. worksho , Alipore, alcutta was not run cP F 
gs a co~mercial~concern, but as a overnment Department. It was 
a Government Workshop workin on a 'no-loss-no-profit' basis 
and all the labour was paid mont h y wages irrespective of the turn- 
over. All the articles re uired by the Department were being 
manufactured there regard 'I ess of the fact that in some caws the cost 
of production was exhorbitant compared to their prices in the market. 
The Manufacture Suspense Account 1951-52 (Alipore Workshop) as.  
contained in p a e s  101-102 of the Appropriation Accounts (Posts and 
Telegraphs) merely ave the amount of stores consumed, the cost of 
labour and the artic f es manufactured. It was a point worth consi- 
dering whether with that amount of stores and labour, the workshop 
could not produce 30 per cent. more. The whole organization, in his 
opinion, should be rationalised and streamlined. 

109. The Committee then discussed the measures which should be 
adopted for thls purpose. It was felt that the taking of time-tests in 
respect of the out-turn of each worker at various stages in the pro- 
cess of manufacture and also a proper method of estimating the stores 
and labour which were required for each stage, with suitable correc- 
tive in the light of the time-tests, would go a long way to improve 
the efacienc of the worksho . The General Manager, Posts and X Telegraphs orkshops inform e l  the Committee that this work was al- 
ready in progress and would be completed within If years. The 
schedules for line construction stores, he said, would be completed 
shortly but the difllculty was only about instrument stores. 

110. The news about the death of Shri N. A. Borkar, a sitting 
Member of the Lok Sabha in the Na ur Air Crash on 2nd February, 
1955, having been conveyed to the P' ommittee, they stood in silence 
for a minute and then adjourned to meet again at 1 0 - 3 0 , ~ ~ .  on the 
following day. 
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'~OSTS & ?E'LEX%APkS IhPA&kkEN%+mfd. 
112. The Committee resumed further consideration of the Appro- 

priation Accounts (P & T) for 1951-52 and 1952-53 and Audit Report8 
%hereon. 

113. Para 23 of Audit Report, 1954-Delay in the D&posal of Sur- 
p l ~ v  Stores lying in the custody of the Posts and TeleglmapJls D 
mnt.-The representative of the P B T Department i n f o r m z t i  
Committee that they had appointed a Special Technical Committee 
to go into the matter and they had covered more than 60 per cent. 
of the i!ems and arrangements for their disposal were in hand and 
they expected that during the course of the year, they would take 
dteps to dispose them of. He added that they had ahead issued 
instructions to declare these stores surplus to the D. G. S. 2 D. In 
reply to a question, he informed the Committee that the value of 
the surplus stores had been estimated to be about Rs. 58 lakhs. 

114. The Committee then drew attention to the recommendations 
made in Para 41 of their Tenth Report regarding the disposal of 
Defence Stores lying in the custody of the Posts and Telegraphs 
Department and wanted to know the action taken in the matter. 
Th'e representative of the E & T Department stated that these war- 
time stores had been declared surplus to the D. G., S. & D. by the 
Ministry of Defence for disposal, and the latest position was that 
the D.G., S.&D. had asked for a detailed list. These lists, he said, 
had been furnished to them by &he P & T Department. But now the 
D.G., S. & D. had asked that these stores should be physically veri- 
fied before they took action to dispose them of. A part of the 
physical verification of the segregated stores had already been done 
and the rest was in hand and it was expected to be completed in 
about two months' time. Stores worth about Rs. 46 lakhs, he 
added, had been disposed of. 

115. The Accountant General, Posts and Telegraphs pointed out 
to the Committee in this connection that as these figures had not 
been furnished to him, he was not in a position to say whether they 
were correct or not. He further stated that according to a state- 
ment sent to him by his Deputy, stores worth Rs. 59 lakhs only 
were declared as 'surplus'. Of these, stores worth Rs. 31 lakhs 
had been surveyed and stores worth Rs. 9 lakhs were ordered to be 
sold out as early as possible. Obviously, the Department had no 
use for those stores. The other Rs. 22 lakhs worth of stores had 
been offered to various indentors as alternatives to be used in place 
of stores which they had requisitioned and if they were able to 
make use of them, then the so-called surplus stwes to the extent 
of Rs. 22 lakhs would be utilised by the Departmmt. The balance 
of stores worth Rsr 28 lakhs was being reviewed with a view to see 
whether any portion thereof could be used as alternatives by the 
department in their current work; the balance should be declared 
as surplus or disposed of by sale, as early as possible. In reply 
to a question, he stated that the value of surplus *ores b a s  not a 
constant Agure. While Rs. 58 lakhs was said to be the value of 
surplus stores on the 1st April, 1954, during the come of the year, 
.mope stores might .have been declamd surplrs or used and thus it 
was a continuous process. - 
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' 110. h rrpljr to r question, the repre&ntltive td the P & T ~ e p u t - '  

a e n t  informed the Committee that a Standing Surplus Stores Com- 
mit& had been set up by the P & T Department to review al l  
items declared 'surplus' by the Stores Depots from time to time. 
The Committee desired to be furnished with a copy of the *circular 
issued by the D. G., P. & T. regarding the constitution and scope of. 
functions etc. of the Surplus Stores Committee. 

117. The Committee pointed out that there was a mounting rise 
in the balance of the stores lying in stock with the Department 
during the last four years and they wanted to know what ste s R had been taken by them to arrest it. The representative of t e 
P & T Department explained that the purchases of stores were re- 
lated to turnover viz., their stock balance on the 31st March, 1954 
was Rs. 4.54 crores whereas during the current year, their turn- 
over was expected to be Rs. 7 crores. He, therefore, pleaded that 
it was essential to hold sufficient stocks of stores in view of such 
a heavy turnover in order to maintain the efficient workin of the k, Department. When questioned whether they had assessed t e value, 
of the stores which were no longer required by the P & T Depart- 
ment and could be disposed of, the representative of the Depart- 
ment expressed his inability to answer that. 

To sum up, he stated that the stock balance of stores which the 
P & T Department could hold had now beensfixed at Rs. 4-5. crores 
from 1953-54 in consultation with the Ministry of Finance and he 
did not expect that that limit would be exceeded. This limit, he  
said. had been fixed after taking into consideration certain factors. 
uir., the time-lag involved in the procurement of stores through the 
D. G., S. & D., turnover etc. 

118. Para 26(b) of Audzt Report, 1953-Undervaluation of reteas- 
ed stores in a Telegraphs Engineering Division.-In connection with 
the dismantling work in a Telegraph Engineering D~vision carried 
out in 1948, huge quantities of stores were left over for over a year 
at different places uncared for. As a result of this, a large quan- 
tity of stores worth about Rs. 24,300 were lost due to theft etc. The 
balance left was sold in January, 1952 for Rs. 33,100, whereas in the 
estimates for the relevant works a cred~t of only Rs 3,760 was pro- 
vided as sale proceeds of the unserviceable salvaged materials. 
The Committee pointed out that undervaluation of the released 
material in this manner by the Estimating Officers indicated that 
the estimates were not prepared with proper care nor with refer- 
ence to the actual condition of the material that was being replaced 
or dismantled, and wanted to know the action taken against t h e  
Engineers at fault. 

119. Explaining the extenuating circumstances, the representa- 
tive of the P & T Department stated that iron wire was not usually. 
considered to be a very valuable item of storestand it got rusted 
to a certain extent due to rain and exposure. Thus its price on re 
covery after it had served its useful life was fixed at about 4 per. 
cent. of the book value and the value of the released material was 
estimated b y  the Engineer concerned at this rate. But during t h e  
intervening period, the rices of iron wire suddenly rose due to f shortage of such materia in the market and the scrap wire fetch& 

*.See Appeodi. XII. ' 



a v e  been more appropriate and the loss due to gilferage avoided . 
if the stores had been disposed of earlier instead of allowing them 
~o accumulate. 

When asked *whether the Divisional Engineer concerned while 
roviding for the released value of stores in the estimate as %, 3,160, based-it on the prevailin market value or the book value. 5 the representative of the P. & T. epartment stated that it was on 

8he basis of book value. He informed the Committee that instrue 
tions had been issued that the stores released from works should 
b e  disposed of or utilised soon, and that while providing for the 
value of the released material in the estimate, it should be calculat- 
e d  in a more realistic manner keeping in view the current market 
:price. 

120. Para 26(c,j of Audit Report, 1953-Delay in submission of 
Corn letion Repwt of Works.-The Committee noted that the Direc- 
itor 8 eneral, Posts and Telegraphs had issued necessary instructions 
.to the authorities concerned. 

121. Para 21 of Audit Report, 1954.-Unsatisfact~y state of 
.store-accounting.-This para comments upon the unsatisfactory 
state of store-accounting which was mainly due to the arrears in 
reconciliation of the numerical balances in the priced ledgers cards 
with depot balances, wrong postings in the ledgers etc. The Com- 
mittee wanted to know what special steps had been taken to clear 
$u the arrears and what was the latest position in this behalf. They 
a i' so drew attention to para 49 of their Tenth Report and asked 
what action had been taken against the officials who might have 
been found responsible for the discrepancies in the stores accounts. 
The representative of the P. & T. Department stated that out of 8,100 
items of stores transactions reported in sub-para (i) of Para 21 of 
t h e  Audit Report, 4.300 related to the period prior to 1st April. 1953 
and out of these 4,300, 2,673 items had been disposed of, leaving a 
balance of 1,627. Thus the balance to be cleared was 38 Der cent. 
.only. In regard to the reconciliation of the numerical balances in 
the priced ledgers with the depot balances, reported in the Audit 
Report, he stated that out of the total number of '71,018 items 
45,659 had been c!eared off and the remaining 25,359 constituted 
36 per cent. of the entire outstandings. Hc added that concurrently 
with the reconciliation of the numerical balances, they were also 
reviewing the ledger cards for irregular balances. Although much 
headway had been made in the adjustment of outstanding balance 
under the suspense head 'Stores-in-transit', yet the position in re- 
gard to 'Purchase' was not very satisfactory on account of the out- 
standing Bills fon s t o ~ ~  supplied by the Indian Telephone Indus- 
tries. Ltd. He acsurd : i e  Committee that thev were making an 
all-out effort to complete the reconciliation of numerical balances 
and in six 61 seven months, the position would be very mzch better. 

122. The Committee asked the representative of the P.  & T. 
Department to apprise them of the latest $position in-regard to 
action taken by them on the recommendatiop contained m Para 49 
of their Tsnth Report referred to ibid 

a- 

'*% Appendix XIII. 
tsrrdppurdix XVf I, a 
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l+ pwa &(a) of Awlit Report, 1954--Alipore! Telegraphs Stores: 

w e - h  thig case, one of the accused, a Class I Officer of the T e l ~  
graph Engineering Service, was, while on refused leave preparatorp 
to retirement for six months, placed under suspension from the 3rd 
July, 1945. He continued to remain under 'suspension upto the 26th 
May, 195bthe date of the trial court order convicting him-and pay- 
ment of subsistence allowances to him were stopped -from that date 

n a g  issue of formal orders of his dismissal. Before, however, 
6vernment  could issue the orders of dismissal, the Officer had pre- 
ferred an appeal which was allowed by the Appellate Court setting 
aside the conviction and ordering a retrial. On receipt of these 
orders of the appellate court, this official was treated as continuing 
in service under suspension. As a consequence, he continued to 
receive the subsistence allowance even though he superannuated on 
the 8th May, 1945. The amount paid upto February, 1954 to the 
Officer as subsistence allowance from the 26th May, 1950 was of the 
order of Rs. 23,000. Thp Committee wanted to *know why this 
Of5icer was not retired after he.had superannuated and thus the pay- 
ment of this subsistence allowance avoided. The representative of 
the P. & T. Department stated that it was in accordance with the 
advice of the Law Ministry. 

124. Para 26(a) of Audit Report, 1954-Unusual methods adopted' 
the Executive to liquidate saving under 'Capital'.-This para dis- 

osed one of the numerous instances in which stores were accounted 2 
for as issued to the Engineering Divisions although .they remained 
in the Depots pending despatch for quite a long time thereafter. In 
this manner the Engineering Divisions prevented lapse of 'unspent' 
funds and reduced the book balances of stores held in the Stores. 
Depots. The irregularity having been pointed out by Audit in July, 
l@l, the &I. G., P. & T. issued certain instructions in December, 1951 

+and accorang to the analysis of the stores-issue vouchers for the 
months of February apd March, 1952 and 1953 made by Audit, it 
was noticed by them that stores to the extent of about Rs. 58 lakhs. 
and Rs. 26.5 lakhs respectively (excluding petty items) were. 
accounted for as issued to works though these had not been actually 
despatched before the 31st March of the respective years. The re- 
presentative of the Comptroller and Auditor General further in- 
formed the Committee that this practice was in accordance with 
certain instructions issued by the Directorate General, Posts and 
Telegraphs. The Director-General, P. & T. informed the Commit- 
tee that he was not aware of any such instructions. When the 
A. G., P. & T. referred to some correspondence between the Direc- 
torate and the Central Circle in this connection, the D. G., P. & T. 
obsehed that he had no knowledge of this and assured the Commit- 
tee that he would look into the matter. He addefi that in Septem- 
ber, 1952 instruction had been issued that no stores should be 
issued unless the work had been sanctioned by the competent 
authority. He hoped that there would be no complaints of the. 
nature refarred to in the Audit Report in future. 

1%. The Committee desired to be furnished with a ?note stating. 
the full facts of the above case with special reference to the- 
fallowing: & 
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(a) Who iq the piFectorqte Geslepl, qoa(@ and 

~ e l e ~ s  responsi \ le for givmg (telephonic) instrue 
tions on the 30th March 1951 for the issue of stores in 
order to avoid lapse of funds as reported in the Audit 
Report? 

(b) Did he obtain the approval of the competent authority be- 
fore the issue of these instructions? If so, at what level? 
If not, what action has been or is proposed to be taken 
against that Officer? . 

(c) Have any instructions since been issued by the D. G., 
P. & T. to ensure that such an irregular practice should 
not be restored to in future by the subordinate authori- 
ties? 

126. The Committee then adjourned to meet again at 11 A.M. on 
the following day* to discuss the points arising from the examination 
by them of the P. & T. Accounts and Audit Reports thereon during 
their current session. 
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Apprdpriution Accounts of Railways in India, 1951-52 and the Audit 
' " a  Report, 1953. 

'MINISTRY OF RAILWAYS (RAILWAY BOARD) 
128. Para 14 of Audit Report-inclusion of initicrl a d  additional 

n m l  depreciation i7s the cost of oduct5on of Locon)otiues a d  
Baildt.8.-Accarding t~ the terms of if e contract, the price b be paid 
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to tbe TELCO during the initial periods known as periods 'A' and 
'B' was the actual cost of production, and there was to be no element 
of profit whatever, during these periods. In the subsequent period, 
known as period 'C', the price to be paid was to be based on the 
estimated cost of production during period 'A' or period 'B', and a 
profit of 7 per cent on the total capital employed, in the business. 
The cost included deprecistion and, as provided for in the agreement, 
depreciation was to be charged 'at rates allowed by the Income-Tax 
authorities in ascertainment of income, profits or gains subject to 
Znctome-Tax under the provisions of the Indian Income-Tax Act'. 

In pursuance of the decision reached in December, 1951 and July, 
1952 between TELCO and the Railway Board, the initial and 
double depreciation charges were to be treated 'outside the costs' 
a d  to be carried over to a 'Deferred Depreciation Account' to be 
liquidated by Government over an agreed period. Before the details 
of the formula for the even spread could be evolved, Government 
and TELCO decided in July, 1954 to reverse their earlier decision 
and to treat these fortuitous Income-Taf allowances as normal de- 
qpreciation to be included in the total cost of pioduction of boilers 
and  locomotives. 

129. At the outset, the Committee drew attention to the audit 
comments given in this para and asked the Financial Commissioner, 
Railways to make his obsemations thereon. 

130. Referring to the first part of the audit comments that ac- 
!cordin to this contract only the actual cost of production should be 
paid during the initial period by the Railway Board and the tax- 
allowances should not have been treated as depreciation, the Finan- 
#cia1 Commissioner Railways stated that when this contract was 
under negotiation on the basis of actual cost of production, t he  con- 
cession about allowing special depreciation as a relief for Income- 
$ax purposes was announced by Government which was generally 
applicable to all Industries. This concession postulated that there 
must be a profit before it could be availed of by any Undertaking 
because, if there were no profits, no Income-tax becHme payable 
and, therefore, the advantage of this special depreciation would not 
be there. He observed that there was nothing on record to explam 
the considerations on which it was agreed to by the Railway Board 
at that time and added that this was perhaps considered to be the 
lonly way by which the advantage of this special depreciation could 
be given lo TELCO, viz., to include this special depreciation as an 
item of clement of production cost in the accounts of the TELCO. 

131. As regards the second part of the audit commenb as to why 
the C.R.R's, opinion viz., that it should have been s-pcially provided 
that the normal Pates on the basis of the expected life of the plant, 
etc. and not h e  initial depreciation should be the rates that should 
enter into production costs was not heeded, the Financial Commis- 
sioner, Railways referred to his earlier reply and obseored that as 
TELCO was not earning a profit during the init& developmental 
Periods, this was the only way of extending this concession to 
TELCO. 

132. Coming to the third int that no legal opinion was obtain- 
ed on tht! specific question o F' the admissibi1it;y of initial and double 
depreciation as an item of cost. as defined in the original Agreemen& 
the 9 a n d a l  Commissioner, Railways stated that thc CovcPnment 
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141. In reply to a question, the Committee were informed that the 

percentage of indigenous manufacture of com onents of Iocomotives I and boilers to foreign components was 70 to 5 per cent. in the case 
of the TELCO, whereas it was. atbout 85 per cent. in the case of 
Chittaranjan Locomotive Works. 

1'22. When asked whether the Railway Board were satisfied with 
tne mdnner In which lile production programmes had been developed 
a t  the TELCO, more particu!arly in view of their experience in their 
own production unit ac Chittaranjan, the representative of the 
Board stated that, in his opinion, the progress of manufacture by 

.the TELCO should have been faster. 
143. Having regard to the country's requirements of normal 

:replacements which could not be met from the indi enous sources e viz., C.L.W. plus TELCO, the Committee wanted .to now whether 
i t  was proper to allow for a diversion of its (TELCO's) capacity for 
the purpose of manufacure of diesel trucks. The Financial Com- 

-missioner, Railways stated that this point was very carefully consi- 
bdered by them and the increase in the production of meter-gauge 
locomotives in TELCO was fully examiced by the respective 

"Ministries-6ommerce and Industry and the Railways-and the 
decision was taken that the establishment of the Diesel Truck 
Industry was of such an importance that it should have a precedence 
.over this to the extent that fifty locomotives and fifty boilers should 
!be guaranteed to the Railways; the Diesel Trucks would then come 
in and after that, if there was any capacity left, that would go to the 
manufacture of additional locomotives. He added that Government 
attached great importance to the establishment of Diesel Engine 
manufacture in the country. 

144. Reverting to the question of obtaining legal opinion on the 
specific issue of initial and double depreciation as an item of cost, 

;the Comptroller and Auditor-General read out the Committee ex- 
'tracts from the note recorded by the Director of Railway Audit which 
inter aliu stated that the question whether TELCO could claim the 
initial and double normal depreciation as an item of cost was not 
specifically referred to the Law Ministry. 

145. Referring to the recommendations made by the P.A.C. in 
,their earlier Report about taking over the TELCO and running it as 
a nationalised concern, the Financial Commissioner, Railways drew 
the attention of the Committee to the Memorandum submitted by the 
Railway Board on that subject (Appendix XX) wherein it had been 
suggested that TELCO was not likely to agree to sell the factory to 
Government voluntarily and legislation would have to be enacted 
for the purpose. I 

,I - *  

146, When questioned-whether Government had got all that they 
, expected from the TELCO, the Financial Commissioner, Railways 
stated t h a t 4  thg moment the answer was in the affirmative. 

147. The Committee desired to be furnished with a statement 
".showing the comparative cost of locomotives imported from abroad 
-9is-o-vis those manufactured by the G.L.W. and TELCO. 

0 . 148. !!'he Financial Commissioner, Railwa s informed the Corn- 
:mltta that -cost of production at TELd w u  33 113% &her 



than the landed cost of an indentical type of locomotive, while a t  
C.L.W., it was 20% higher. The Comptroller and Auditor-general! 
pointed out that this established that the State Unit was more effi- 
cient than the private unit. 

RAILWAY AUDIT REPORT, 1953 
149. Para 15-Agreement for the purchase of locomotives of 

indigenous manufacture.-This para dealt with some aspects of the 
a eement entered into by the Government with an Indian Company 

ELCO.) for the manufacture and sale of Locomotive boilers and d ocomotiyes required by the Government, which was commented 
upon in Para 22 of Railway Audit Report, 1949 (Post-Partition) 
and in Para 17 of the Fifth Report of the P.A.C. on the Accounts 
for 1949-50. The Indian Company, in turn, entered into a contract 
with a German firm in November, 1950, for manufacture by the 
latter of parts and components required in connection with Govern- 
ment's orders for Locomotives with the former, and made 'advance 
payments' under that contract to the German firm, for which they 
demanded reimbursement from Government. The Indian Company 
further desired that the commercial risk involved in these advance 
payments should be borne by Government, who should also assume 
the ownership of the parts and components. An advance of 
Rs. 27,27,379/- was made to the Company on the 6th December, 1950 
by way of reimbursement treating it as an 'On account' payment 
a ainst an order for 50 Y.G. Locos. placed by the Railway Board in d ay, 1950. The Railway Board, however, asked the Indian Corn- 
pany to obtain from the firm a German Bank's guarantee for £375,000. 
(equivalent to Rs. 50,08,676/9/-) and assign the same to Government. 
Pending the receipt of the assignment of this Banker's guarantee, 
Government, on the 6th February. 1952, authorised a further ad- 
vance payment of Rs. 50 lakhs, which was raised to Rs. 58.48,680/- 
after a corresponding increase in the German Bank's guarantee. The 
latter sum was, thereafter, treated as a revolving credit to the Indian 
Canpany upto the 31st March. 1953, to be replenished to the extent 
of the value of the bills prcscnted for the parts and components 
received. The arrangements relating to the grant of a revolving 
credit amounted to the virtual supply of free capital to the Indian 
Company. outside the terms of the agreement and without any 
corresponding benefit to Government, as the Agreement onlv pro- 
vided for provisional payments for work done and not in anticipa- 
tion thereof. Further, the Company could not furnish the list of 
assets which were to be regarded as belonging to Government, as 
distinct from the stores and parts hypothecated to the Imperial 
Bank for accommodation, as it had been found impossible to sepa- 
rate the two categories. The alternative proposal to obtain an 
indemnity bond from the Company, the Committee were informed, 
had since been iulplemented. 

150. The Financial Commissioner, Railways informed the Com- 
mittee that, with a view to ensure that the Government's interest 
involved in the provisional pavment should not suffer in any 
manner, they got an assurance from the TELCB, an8 the latter 
entered into an agreement with the Imperial Bank under which, 
when submitting monthly statement of assets hypothecated to the 
h k ,  the value of goods against which grovisional payment was 
W v e d  from the Governmdt would be shown by them sepasately- 
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141. In reply to a question, the Committee were informed that the 

percentage of indigenous manufacture of corn onents of locomotives ? and boilers to foreign components was 70 to 5 per cent. in the case 
of the TELCO, whereas it was.albout 85 per cent. in the case of 
Chittaranjan Locomotive Works. 

142. When asked whether the Railway Board were satisfied with 
tile lndliner in which ~i le  production programmes had been developed 
a t  the TELCO, more particu!arly in view of their experience in their 
own production unit ac Chittaranjan, the representative of the 
Board stated that, in his opinion, the progress of manufacture by 

,the TELCO should have been faster. 
143. Having regard to the country's requirements of normal 

:replacements which could not be met from the indigenous sources 
viz., C.L.W. plus TELCO, the Committee wanted to know whether 
i t  was proper to allow for a diversion of its (TELCO's) capacity for 
the purpose of manufacture of diesel trucks. The Financial Com- 

missioner, Railways stated that this point was very carefully consi- 
bdered by them and the increase in the production of meter-gauge 
locomotives in TELCO was fully examiced by the respective 

Nlinistries-Commerce and Industry and the Railways-and the 
decision was taken that the establishment of the Diesel Truck 
:Industry was of such an importance that it should have a precedence 
.over this to the extent that fifty locomotives and fifty boilers should 
!be guaranteed to the Railways; the Diesel Trucks would then come 
in and after that, if there was any capacity left, that would go to the 
manufacture of additional iocomotives. He added that Government 
attached great importance to the establishment of Diesel Engine 
manufacture in the country. 

144. Reverting to the question of obtaining legal opinion on the 
specific issue of initial and double depreciation as an item of cost, 

ithe Comptroller and Auditor-General read out the Comm~ t tee ex- 
'tracts from the note recorded by the Director of Railway Audit which 
inter alk stated that the question whether TELCO could claim the 
initial and double normal depreciation as an item of cost was not 
specifically referred to the Law Ministry. 

145. Referring to the recommendations made by the P.A.C. in 
,their earlier Report about taking over the TELCO and running it as 
a nationalised concern, the Financial Commissioner, Railways drew 
the attention of the Committee to the Memorandum submitted by the 
Railway Board on that subject (Appendix XX) wherein it had been 
suggested that TELCO was not likely to agree to sell the factory to 
Government voluntarily and legislation would have to be enacted 
for the purpose. c 

-+ . 
146. When questioned whether Government had got all that they 

, expected from the TELCO, the Financial Cornmissloner, Railways 
stated thatcat t\f moment the answer was in the affirmative. 

147. The Committee desired to be furnished with a statement 
"showing the comparative cost of locomotives imported from abroad 
+ ~ i 8 - a - t &  those manufactured by the GLOW. and TELCO. * 

t 148. The Financial Commissioner, Railwa s informed the Corn 
:mittee that thr cost d production st T E L C ~  was 33 I/$% ~~igher 



than the 'landed cost of an indentical type of locomotive, 'while a t  
C.L.W., it was 20% higher. The Comptroller and Auditor-general 
pointed out that this established that the State Unit was more effi- 
cient than the private unit. 

RAILWAY AUDIT REPORT, 1953 
149. Para 1SAgreement for the purchase of locomotives of 

indigenous manufacture.-This para dealt with some aspects of the 
a reement entered into by the Government with an Indian Company B ELCO.) for the manufacture and sale of Locomotive boilers and 

ocomotirves required by the Government, which was commented 
upon in Para 22 of Railway Audit Report, 1949 (Post-Partition) 
and in Para 17 of the Fifth Report of the P.A.C. on the Accounts. 
for 1949-50. The Indian Company, in turn, entered into a contract 
with a German firm in November, 1950, for manufacture by the 
latter of parts and components required in connection with Govern- 
ment's orders for Locomotives with the former, and made 'advance 
payments' under that contract to the German firm, for which they 
demanded reimbursement from Government. The Indian Company 
further desired that the commercial risk involved in these advance 
payments should be borne by Government, who should also assume 
the ownership of the parts and components. An advance of 
Rs. 27,27,379/- was made to the Company on the 6th December, 1950 
by way of reimbursement treating it as an 'On account' payment 
a ainst an order for 50 Y.G. Locos. placed by the Railway Board in dB ay, 1950. The Railway Board, however, asked the Indian Com- 
pany to obtain from the firm a German Bank's guarantee for £375,000. 
(equivalent to Rs. 50,08,676/9/-) and assign the same to Government. 
Pending the receipt of the assignment of this Banker's guarantee, 
Government, on the 6th February, 1952, authorised a further ad- 
vance payment of Rs. 50 lakhs, which was raised to Rs. 58,48,680/- 
after a corresponding increase in the German Bank's guarantee. The 
latter sum was, thereafter, treated as a revolving credit to the Indian 
Company upto the 31st March, 1953, to be replenished to the extent 
of the value of the bills presented for the parts and components 
received. The arrangements relating to the grant of a revolving 
credit amounted to the virtual supply of free capital to the Indian 
Company, outside the terms of the agreement and without any 
corresponding benefit to Government, as the Agl eement onlv pro- 
vided for provisional payments for work done and not in anticipa- 
tion thereof. Further, the Company could not furnish the list of 
assets which were to be regarded as belonging to Government, a s  
distinct from the stores and parts hypothecated to the Imperial 
Bank for accommodation, as it had been found im ssible to sepa- 
rate the two categories. The alternative propo J" to obtain an 
indemnity bond from the Company, the Committee were informed, 
had since been implemented. 

150. The Financial Commissioner, Railways informed the Com- 
mittee that, with a view to ensure that the Government's interest 
involved in the provisional payment should not suffer in any 
manner, they got an assurance from the TELCO, an8 the latter 
entered into an agreement with the Imperial Bank under which, 
when submitting monthly statement of assets hypothecated to the 
bank, the value of goods against which provisional payment was 
mceived from the Govemmex?t would be shown by them separately. 
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at 3b. 9.15 4a- on the 15th Mlllary, 1M5. 
152. Part 11-Detailed Appropriation Accounts-Pages 114115- 

P. & L. Accounts of Crudinshops.-The Accounts for 1951-52 and 
1952-53 disclosed that the stock of the value of Rs. 14,79,561 and 
'Rs. 9.93 lakhs respectively were written off as a loss. The Com- 
mittee ointed out that the salaries etc., of the grainshop staff came 
to near i' y one rupee for every six rupees worth of sales, which was 
a very high proportion by any standard. They wanted to know 
whether the grainshops were still continumg in spite of these losses 
and decontrol of foodstuffs, and when they were expected to close 

.down. 
153. The representative of the Railway Board explained to the 

Committee the background of the opening of Grainshops for selling 
foodstuffs to the Railway employees at concessional rates during 
the War-time and also the steps taken as a result of the recommen- 

dations made by the Railway Grainshops Enquiry Committee and 
the implementation of the recommendations made by the Central Pay 
Commission in the matter of grant of Dearness Allowance towards 
the progressive decrease in the number of staff who availed of the 
Grainshop concession. He expressed the hope that gradually the 
-number would diminish and eventually disappear. 

154. Pages 41 1-427-Annemre 3-Statement of important mis- 
~da8sifications and other mistakes detected.-The Committee wanted 
'to know what steps had been taken to improve the standard of 
.accounting on the Railways so as to minimise the mistakes reported 
in the Annexure. The Financial Commissioner, Railways informed 
the Committee that they had separately circulated to them a 
Memorandum (Appendix XIX) which showed some of the steps 
that they were taking to improve the general efficiency and he 
expressed the hope that as a result of these measures, the number of 
such misclassifications would come down. Referring to the mis- 
classifications reported in the Accounts, the Financial Commissioner, 
Railways stated that these were due to lapses on the part of the 
Accounting Organisation and nothing more than that. 

RAILWAY AUDIT REPORT, 1953 
155. Para %In s u w e n t  time allowed for submission of tenders.- 

This para reported cases where notice of less than a fortnight was 
given by the various Railways for the submission .of tenders in 
many cases. The Committee wanted to know what steps had been 
taken by the Ministry of Railways to ensure that sufficient notice 
was given for tenders in respect of Works and Supplies. The 
Financial Commissioner, Railways stated that they had gone into the 
details of these cases after the Audit Para was brought to their notice 
and had come to the conclusion that there was no mala fide in any 
of them. 

156. The ommittee referred to the case relating to the recondi- f t h i n g  of 5 tdhs of non-ferrous scrap and wanted to know the 
names of contractors in this case. When asked whether this case 
had been investigated by the Railway Board and they had satidled 
~ ~ l v e s  that no lnalaafide8 were involved, the Financial C0mmi.a- 
sbneq Rallwaya repE$ in the rfitrmative. , 
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157, The Committee having drawn attention to the sale of dnda 

without calli for q otations and vin proper notices, the $ (r lMHdd ~ & s i ~ l h , k i l ~ s a y ~  pkd *d o *Mew th$i WWi. 
158. As desired by the C o b i t t e e ,  the Financial Commissioner, 

Railways undertook to issue clear instruction for observing the rules 
a s  laid down for calling for tenders after giving sufficient notice by 
way of advertisement etc. 

159. Para 29-Non-payment of Railway dues by a Commercial 
concern.-In this case a certain Roadways Company were appointed 
a s  out-agents for the Railway and on its behalf allowed to collect 
its earnings for the Railway traffic booked by it. The Railways' 
share of these earnings was paid to them when accounts were 
presented to the Company. There was, as such, a time-lag between 
the date of collection of earnings and the payment thereof to the 
Railway. No security deposit had, however, been taken from the 
Company to cover the outstandings. 

From 1st Januar , 1949, the state Government, in whose jurisdio 
lion the Roadways 6ompanl were working, took over the operations 
of the Roadways without iving timely notice to the Railway, with 
the result that a sum of I s. 2.58 l a b s  pertaining to the Accounts 
from June, 1948 onwards remained outstanding with the Company 
at the time of the chan e-over. Some instalments amounting to % Rs. 1.49 lakhs had since een paid. The balance of Rs. 1.07 lakhs 
was still outstanding and on which no interest had been promised 
to be paid by the Company. The Committee wanted to know the 
present position regarding recovery of the amount due from the 
Company. The Financial Commissioner, Railways stated that it was 
:an a eement entered into with the old Assam-Bengal Railway and 
the 8 overnment came into the picture in 1942 only whenathe War 
was on and the fact that no security had been taken did not strike 
anyone. In reply to a question, he stated that the normal system 
was that every day's earning was to be deposited into the Treasury 
and the expenses of the out-agencies were to be paid by the Railways. 

160. Para 38-Rationalised dist~ibution of stores.-The Committee 
wanted to know what further reductions had been secured in balances 
of 'surplus stores' and 'scrap' after 31st March, 1953. 

The Financial Commissioner, Railways stated that, actually, the 
store balance had come down to about Rs. 6 crores during the last 
two years. He further said that whatever surplus stores or over- 
indenting was pointed out by the Shroff Committee was reviewed 
b the Railway administrations, and it had now been rationalised. 

added that the Shroff Committee recommended reduction of 
stores by Rs. 10 crores, but they were able to reduce it by rupees 
seven mores only. + 

161. The Committee then adjourned t i 1  10 o'clock on the foliow- 
ing day. 
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MINISTRY OF MILWAYS (RAILWAY BOARDl-contd. 

163. Para 26.-Znfrructuow expenditure in the purchaae of Oil 
Tank Wagons from a Canadian Compang.-This case related to an 
order placed by the Railway Board on a Canadian Corn any through 
their agents in India for the supply of 350 Oil Tank bagom. 

According to Audit comments, 
(i) the Railway Ministry incurred an expenditure of about 

Rs. 1,07 lakhs on this order of 350 Oil Tank Wagons. Including Cus- 
toms duty (Rs. 4,774 per wagon), the cost came to about Rs. 30,623 
per wagon. Out of this sum of Rs. 1,07 lakhs, nearly Rs. 11.23 lakhs 
represented the payment made merely on account of the promise of 
advance deliveries in July-October, 1948; but ac&ally the supplies 
were made b the firm only in January-February, 1949, and receiv- r, ed in India etwem January and June, 1949 i.e., about 3 months 
in advance of the deliveries promised by the firm in its first offer 
of Rs. 24,2021- per wagon. Thus the actual operation of the contract 
did not fulfil the purpose for which the increase in rate per wagon 
was accepted. 

(ii) These 350 wagons were intended to be of 
'TOR' design. The order on the Canadian Company 
for these wagons in January, 1948 was, however, 
placed for wagons of 'TO' design only, but a t  that stage 
the Wagon Manufacturing Panel of Indian firms, who got the earlier 
tender for the supply of 300 wagons of 'TO' design as their quotation 
was the lowest, were not called upon either to quote afresh for the 
additional 350 wagons or to increase the number of wagons on 
order from 300 to 650. 

(iii) Again, the original quotation of the Belgian firm for the sup- 
ply of 300 'TO' wagons, which amounted to a landed cost of 
Rs. 22,882 per wagon, was rejected on the ground that their delivery 
da:es were quoted for August, 1948 to January, 1949 with a further 
condition in regard to the timely availability of material. Against 
this, the original offer of the Canadian firm for 350 wagons amount- 
ed to a landed cost of Rs. 24,202 per wagon with delivery dates be- 
tween the second and third quarters of 1949 and subject to the con- 
dition relating to the availability of material. As a result of nego- 
tiations with the Canadian firm, order was ultimately placed with 
it at a landed price amounting to Rs. 30,623/- per wagon with deli- 
very dates July-October, 1948. As the offer of the Belgian firm 
was not unfavourable, negotiations should have been conducted 
with that firm before finalising the deal with the Canadian firm. 

When the Canadian firm advised their inability to conform to 
these delivery dates, because of certain conditions beyond their con- 
trol, and stated that subject to availability of steel. the delivery 
would commence only during October-December, 194 ,  the Com- 
pany were warned by the Railway Board that if Wagons were not 
delivered strictly according to the promise (July-October, 1948) the 
justification for the extra thousand dollars per wagon would dis- 
appear. The wagons were, however, actually supplied between 
January and February, 1949, 'and the Railwax Board ultimately left 
424 L.S. 

# 
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lt to the I,S.M., Washington, to negotiate, if possiblei with the Arm 
"rebate" on account of the late delivery of the wagons. 

164. The Committee wanted to know wh no action was taken by 
i n  the Railway Board for about 5 years to d out what action had 

been taken by the I.S.M. regarding rebate and also the present posi- 
tion. The Financial Commissioner, Railways stated it was true 
that the matter was not pursued in the Railway Board's OTRce bet- 
ween December, 1948 and 19'53. But as soon as this case came to 
their notice, they wrote to the I.S.M., Washington asking them to go 
on pressing for the refund. But unfortunately, the firm had refused 
to make any payment. He added that they were looking into the 
matter as to why it was not taken up earlier during the last five 
years. 

165. In reply to,a question, the Financial Commissioner, Railways 
stated that there was nothing on the files in the Board's Office to 
show that the then Member (Engineering), Railway Board, who was 
responsible for placing this order, had taken any action in the mat- 
ter. 

166. When asked why the contract did not provide that no penal- 
ty would be levied on account of delayed deliveries, the Financial 
Commissioner, Railways agreed with the Committee that when an 
enhanced price on promise of earlier deliveries was offered there 
should have been some clause stipulating what would happen if 
early delivery did not materialise due to any action within the con- 
trol of the firm concerned. He admitted that it was an omission. 
Continuing, he further said, that the delay was due to the cancella- 
tion of the permit by the Canadian Government for the release of 
steel. He pleaded that all this took place in 1947 and 1948 and as 
such, the whole thing required to be viewed in the context of the 
circumstances then existing in the country. He could not, however, 
explain how the clause absolving the firm from payment of any 
penalty in case of delayed deliveries in any circumstances came to 
be included in the final contract, although it was rejected by the 
Board earlier. 

167. When asked why the copy of the order placed on the Com- 
pany had not been made available to Audit, the Financial Commis- 
sioner, Railways stated that it was purely an omission. 

168. When questioned further why the Wagon Manufacturing 
Panel of Indian Firms was not invited to quote afresh for additional 
350 wagons, the Financial Commissioner, Railways explained that 
the procedure followed in such cases generally was that first of 
all they had an Indian procurement programme by which they 
covered the Indian capacity, and then any surplus over that was 
advertised by inviting global tenders. 

169. In *ply to  a question, the Chairman, Railway Board stated 
that they had already built up capacity for the manufacture of 6 to 
12 thousand wagons in India and they were going ahead for more. 
Referring to the order placed in the case under consideration, he 
state that the Indian A r m  supplied the wagons, five months after 
the d anadian Arm had completed their supply. 
* 
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170* The T resentative of the Ministry of Wotlre, Hodhg and 
Supply*pleade that, in this case, his Ministry never reall come into 
Board asked the I.S.M., Washington, to lodge a claim. 

r, (the picture. It  was only at a very late stage when t e Railway 

RAILWAY AUDIT REPORT, 1953 
171. Para 27-Purchase of defective and uwerviceable rails.-In 

May, 1948, the late Ministry of Industry and Supply, enquired of the 
India Supply Mission, Washington abopt the availability of 10,420 
tons of 50 lb. rails and accessories required for a Railway Project in 
an Indian State. A month later, the Minist cabled to the Mission 7 stating that if 50 lb. rails were not availab e, 65 lb, rails to Ameri- 
can Standards and Specifications would be acceptable. In August, 
1948, the I.S.M. reported that 65 lb. rails could be procured more 
easily than 50 lb. ones and that the largest steel manufacturing 
concern in America had offered these rails @ 85: 28 dollars per net 
ton F.A.S. New York. The Ministry intimated their acceptance of 
the quotation, increased the quantity to 15,200 tons and called for 
the final price and delivery period. After getting the acceptance of 
the late Ministry of I. & S., the I.S.M. placed a contract early in 
December, 1948, on a new manufacturing firm in Washington (whose 
financial standing was not ascertained) for first quality relaying 
rails for $ 750,000 and the connected angle bars valued at $ 48,220.5 
(total $ 798,220.5) with delivery dates extendint upto December, 
1949. Without any intimation to the Ministry, t e I.S.M., however, 
introduced a condition in the contract, which was not mentioned in 
the original offer, that the material would be of first qualit mixed 
with No. 2 quality relaying rails, and that No. 2 quality rai 7 s would 
not exceed 45 per cent of the total quantity, every effort being made 
to supply a majority of the first quality rails. No specifications of 
the rails or their lengths were shown in the contract. Within a 
month of the si ing of the contract, the Railway for whom the 
rails were inten r ed raised a doubt about the suitability of relaying 
rails for the construction of a new railway for which they were be- 
ing obtained and asked for profiles of the worst rails as well as their 
lengths and other details. The I.S.M. replied that the suitability 
of the rails was assured by ,  inspection. The inspection contract 
was placed on a private firm only on the 19th March, 1949. 

172. The State Railway concerned placed a regular indent for 
1092 tons only on the 24th May, 1949 which had arrived in May, 
1949 and refused to commit itself to the purchase of the balance in 
view of the anticipated transfer of the Railway to the Central Gov- 
ernment. Accordingly, the Ministry asked the I.S.M. to cancel the 
remaining portion of the contract but the I.S.M. replied solely on 
the basis of the ~~JTII'S statement and without taking any steps for 
its verification, that the entire quantity of the relaying rails was 
a t  sea-board or en route to sea-board, and cancellation of the con- 
tract could be done only at full cost. The balance quantity was 
actually purchased by the firm subsequently f rgn  o a e r  petty 
stockists and was shipped from America and received in India 
Upto February, 1950. On arrival at the Indian port, the rails were 
stocked at the local Railway Depot. * 

173. The Final Report of the Railway authorities showed 'that 
Qut of the 100 track miles received, 37 per cent were flt for thq 

* 
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main lines and 23 per cent for important sidings. Out of the rrc 
mainiug, 21 per cent could be made flt for wiim ortant sidiqgo J t a  
straightening and removing kinks, while the ba ance of 19 per cent- 
was wholly unserviceable. 

P 
174. The loss on account of defective and wholly unsemiceable 

supplies alone was about Rs. 10.57 lakhs (approximately). 
175. The condition attached to the contract provided that the 

firm was responsible for any defect or fault detected by the pur- 
chaser in the stores on their arrival in India. A claim for $ 2,00,000 
approximately had been lodged against the firm and the case was 
under arbitration in America. 

176. The Committee wanted to know the present position in! 
regard to the claim made and the arbitration proceedings in this 
five year old case. 

177. The representative of the Ministry of W. H. & S. stated 
that they had lodged a claim for damages in this case, and on 
10-7-52, they put in a c!aim fbr arbitration and demanded 2,00,000 
dollars. Actually, the suppliers filed the application for the stayal 
of arbitration proceedings and three applications were filed in the 
New York Court. These were rejected and the matter was then 
taken up to the Appellate Court. He added that they did not know 
what was going to be the outcome of this case as the judgment was 
still reserved He further admitted that this case had been badly 
handled. 

178. Stating the action taken against the persons concerned who 
had handled the case, the representative of the Ministry of Works, 
Housing and Supply stated that these persons who were American 
nationals were locally recruited. One of them had actually tender- 
ed his resignation and it was accepted forthwith while the crther 
had retired much earlier. He added that there was nothing further 
which they coold do in the matter. 

179. Referring to the explanation given by the Purchase Officer 
concerned, the representative of the Ministry of Works, Housing 
and Supply stated that it had been found by the Ministry that that 
was a gross mishandling of the case and this matter, therefore, was 
further investigated. The view of the Ministry, he said, was that 
the financial standing of the firm should have been gone into. 
Continuing, he said that in this particular case, the standing ins- 
tructions that the I S M ,  should have gone only to a registered firm 
and obtained security deposit had not been followed by the Pur- 
chase Officer, who did not have my previous experience. That 
Officer, he added, made a series of mistakes. 

180. When the Comptroller and Auditor-General, however, 
pointed out that the Works, Housing and Supply Ministry shoulB 
have consulted the Ministry of Railwa s before placihg the order, 
the r e p r a n t d i v e  of the W. H. & 8 Ministry accepted that it 
would have been a prudent course, although the rules in force a t  
that time did not require this. 

181. When asked td explain the,implication of the expressio~ 
're-fail', the Chairman, Railway Board stated that in America i t  
* 
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m a t  'liecbnd-hahd rail$'. 'Phe Railway Bbrrd, he safd, were not, 
however, consulted i the metkr, oltJIo it was pointed out to "% the  General Manager, Mewar Railway w en he came to the Rail- 
way Board for a discussion. Second-hand rail, he pointed out, was 
,quite in oMer for new constru@ion. 

182. As regards the inspection, fhe representative of the Minis- 
of W. H. & S. stated that a detailed enquiry was made by them 

w 1: ich showed that so far as the railway stores were concerned, 
there were really two leading firms who were competent to i 
.and who were professional Inspeqtors in this line, One was Ro ert 
Hunt and the other was Pittsburg Testing Laboratory. 

Tt 
183. The Comptroller and Auditor-General pointed out at this 

stage that this firm of Inspectors who were appointed b the I.S.M. 
was also the firm of Inspectors of the suppliers, who ha d been hired 
by the suppliers for purchasing the very rails which were to be 
supplied to the I.S.M. 

184. The Secretary, Ministry of W. H. & S. then read out to the 
Committee some extracts from the explanations iven by the Pur- 
chase Officer, ISM.  which inter alia stated that f e had been deal- 
ing with such work before and his experience showed that compared 
to the market prices then prevailing, the offer made to him was 
reasonable. He, however, added that as probably the first quality 
rails were not available and as the rails were needed, the Purchase 
Officer seemed to have used his discretion in favour of buying 
these rails as he felt that the second quality rails were only slight- 
ly poorer than the first quality, just by one per cent. 

185. The representative of the Ministry of Works, Housing and 
Supply, however, stated that the inspection was entirely defective. 
Otherwise, there was no reason why such a large quantity of rails 
should have been found unserviceable. 

186. When asked about the action taken against the firm con- 
cerned the representative of the Ministry of Works, Housing and 
Supply stated that it had been black-listed. 

187. When further asked about the steps taken to prevent the 
recurrence of such a case, the representative of the Ministry of 
Works, Housing and Supply stated that so far as the rules were 
concerned, they had been considerably revised, and powers of the 
Head of the Mission were defined, and he had to act in consultation 
with the Financial Adviser. The powers of the Purchase Officer, 
he added, had also been laid down. 

188. As regards the adjustment of the sum of about Rs. 7 l a b s  
representing the value of totally unserviceable rails which was 
lying under 'Suspense' as the Railway Board had refused to accept 
debit for this amqunt, the Financial Commissioner, Railways stat- 
ed that the general question as to what action should be taken to 
adjust the cost of the defective supplies made through the default 
of the Minist of Works, Housing and Supply, was under corside- 
ration of the % vernment of India and he, therefor% su&sted that 
this might be left over till a decision in the matter was arrived at. 

189. When asked to express his opinion in the matter, the re- 
presentative of the Ministry of Works, Housing and Supply stat6d 
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t4at the Miaistry of Railways should accept this debit atraightwmy. 

RAILWAY AUDIT REWRT, 19s 
190. Pam 37-Nonsvailabilit of files relating to compensation 

claims fat Audit scrutiny.-This para disclosed that the position re- 
garding the suppl of relevant fUes by some of the Railway Adminis- 
trations had not %een quite satisfactory and h many cases, Audit 
was ultimately told that some of these had either been destroyed 
under the time-limit laid down for their preservation or were not 
traceable. 

191. The Committee desired to know what steps had been taken 
to retrieve the position. The representative of the Railway Board 
stated that now all records relating to compensation claims were to  
be preserved for a period of one year by the Railway Administration 
after the last payment was made and that a proper record of the 
files destroyed should be maintained. He added that the cases re- 
garding compensation claims were not likely to go on for more than 
a year. He promised to examine the question whether it would not 
'be better to preserve the Ales for 3 years in cases where there was 
a decree or settlement out of Court. 

AUDIT REWRT, 1954. 
192. Para 7-Dehy in the introduction of Government Rent Rules 

on the Southern (exSouth Indiun) Railway.-In this case, Goven- 
ment Rent Rules were not enforced on this Railgay from 1947 when 
substantial increase in pay took place due to the introduction cf the  
Prescribed Scales of Pay thus resulting in an excess payment of 
about Rs. 6 lakhs per annum. The Committee wanted to know why 
recoveries were not enforced from 1st March, 1952 when the staff 
had already been warned that rent recoveries made were provisional 
from tbet date. The Financial Commissioner, Railways stated that 
a Committee was appointed by the General Manager of the Railway 
concerned to go into this question. While they were considering this 
issue, the regrouping came in and then they thought that it was 
not the proper time to introduce them as the whole process had t o  
be gone through again. He pleaded that the local circumstances on 
that Railway were such that they came to the conclusion that they 
should not force it down but should wait for a favourable time. The 
Chairman, Railway Board informed the Committee that they had 
since issued orders that the recoveries of rent at the new rates should 
be enforced with effect from the 1st May, 1955. 

193. Para 84on t inwnce  of unsamtioned posts on the North 
Eastern Railway-This para disclosed that on the 30th April, 1953 
as many as 8,883 posts were being operated upon by different de- 
partments of this Railway, in many cases for over a year, without 
the sanction of competent authority and even without a definite 
request in writing from the departments concerned. The Adminis- 
tration stated that a proper watch could not be kept because of 
the abnormal conditions following the War, the Partition of the 
country, a@ the regrouping of Railways. Audit specially took u p  
the matter in M y ,  1952 in respect of the 3,183 posts, and not less 
than 1,994 posts, involving an expenditure of about Rs. 2) lakhs per 
mensem were so allowed to be continued without &tail& scrutinp 
at the justification for. their cantinwna. 
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S4, The Committee hked  the reasons for the c o n t i n w e  d 

auch unsanctioned posts. The Chairman, Railwa BOOK\ rtated 
that thew sts related to the eWbam Railway an 'l the e N .  & T. 
Railway. garrating the abnormal conditions t b t  prevailed esp,  
cially on the Assam Railway as a result of Partition of the country 
and the hectic days following that and the' dif8culties the Railway 
Administration had to experience in defining precisely $he duties 
of these posts and determinin the number of personnel required 
for manning the different pos k before the justification therefor 
could be accepted by the Accounts, contended that it was definitely 
a diPRcult job which they were not in a position to undertake on 
account of the situation then prevailing. He further informed the 
Committee that at  present there was no unsanctioned post lef t  

195. Para 9-Overpayment of Special Pay on the Central (ex- 
G.I.P.) Railwag-In this case, in June, 1950, the Chief TrafEc 
Manager submitted for the sanction of the General Manager a 
proposal for certain additional staE in a particular office and for 
the grant to them and also to the existing staff of that office of a 
special pay at 30 per cent. In recommending the proposals to the 
General Manager, the Finance Branch of the Accounts Office stat- 
ed that the additional staff asked for was within his own powers of 
sanction, but that the grant of special pay required the sanction 
of the Railway Board. The General Manager, however, accorded 
his sanction to both the proposals in August, 1950 without obtain- 
ing sanction of the Railway Board in respect of the s cia1 pay. 
The need for higher sanction was again brought to G notice of 
the General Manager by the Accounts Office in September, 1950, 
but no action was taken by the General Manager to amend his 
sanction. This pay,ment continued to be made till August, 1951, 
when the fact came to the notice of the General Manager. The irre- 
gular payment aggregated to Rs. 8,829. The General Manager 
approached the Railway Board in January, 1952 who sanctioned the 
waiver of recovery in April, 1952. 

196. The Committee pointed out that althou h the irregularity f came to notice in August, 1951, the question of xing responsibility 
was still under consideration of the Administration. The represen- 
tative of the Railway Board stated that they had just received the 
explanations of the officials concerned and after examining them, 
they would decide in the course of the next few days what action 
should be taken against them. 

197. Para. lO-CoaZ handling work a t  a Port on Western (ez= 
Saurashtra) Railway.-In this case, the Chief Mechanical Engineer 
of the ex-Saurashtra Railway invited tenders in December, 1950 for 
the handling of sea-borne coal arriving at a port during 1951. The 
lowest tender at annas ten per ton for each operation was acce ted 
by him. On a representation by another contractor who had 1 one 
this kind of work in the past, the General Manager of that Railway 
appointed him for the same work at a rate of Rs. 1-8-0 per ton for 
each operation. The fact of this appointment was advi by him to 
the Chief Mechanical Engineer tele raphically on tAe 1 February, E lit 
1951. On the 14th February, the hief Mechanical Engineer, how- 
ever, entered into a formal agreement with the first contractor and 
he did not advise the General Manager till,the 24th April, 1951 that 
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lie had already given a contract for the work .to -her mntnrctor 
at -!lo/- per ton. Though the agreement with the firot contractor 
hPd: not been terminated and that with the second contractor had wt 
be& executed formally, the Chief Mechanical Engineer allowed the 
secohd contractor to handle two shi ments without executing the 
formal agreement. The amount pai f in excess of the lowest ~~ 
was Rs. 25,450. The first contractor, who was not allowed to per- 
form the work, had claimed damages oT Rs. 7,272 towards his 'loss of 
business' and the claim was stated to be under consideration of the 
Railway Administration. 

198. The Committee wanted to know the decision arrived at in the 
matter. The Financial Commissioner, Railways stated that as there 
were certain other serious charges also against the officials concerned, 
an Enquiry Committee had been appointed and their recommenda- 
tions were under consideration of the Government. 

199. Para 11.-Loss on the cancellation of a su Zy mder on the 
Central (ex-G.I.P.) Railway.-In this case, bulk or 7' ers for a non- 
standard article (steel keys for track), still under trial, were placed by 
a comparatively junior Engineer in contravention of the rules, The 
high price at which the order was actually placed (57 per cent. over 
the estimated cost) and which vitiated the justification for the pur- 
chase of non-standard keys was not taken up by the Administration 
with the Director-General, Supplies and Disposals. The issue of a 
clearance certificate by the Personnel m c e r  of the Chief Engineer 
in favour of the Engineer on the 17th October, 1950 and the payment 
of his Provident Fund dues on the 37th October, 1950, after recei t 
of enquiry papers from the Railway Board on the 16th October, 19 !!!' 0 
without taking any action against him in respect of the amount in- 
volved in the compensation, was not correct especially when the 
Chief Engineer had expressed dissatisfaction in this case as early as 
in March, 1949. 

The Committee wanted to know why the Chief Engineer did not 
take any action against the Engineer concerned when the unsatisfac- 
tory aspects of the case came to his notice in March, 1949. They 
also pointed out that the speed with which the dues of the Engineer 
had been settled was open to suspicion. 

The Financial Commissioner, Railways stated that although 
prima facie it looked that there was a collusion, they referred this 
oase to the Special Police Establishment after the Audit para had 
reached them. The Special Police after making enquiries told the 
Railway Board that they had no evidence to show that there was any 
collusion. Therefore, the Board did not pursue the matter further. 

As regards the expeditious payment made to the officer concerned, 
the representative of the Railway Board undertook to look into the 
matter with a view to seeing whether there was any procedural 
irregularity or special consideration had been shown to him. 

200. P a m  14.-&'rwisional Payments.-This para disclosed that 
there were a large number of cases involving heavy amounts and 
d a i t i n  regularisation over a long period on all Railways (except 
the N. 4. Railway for which figures were not yet available). 

0 



The Committee wanted to know the pment position in xegsrd to 
regularhation of m h  payments and also what measum bad been 

wen to prevent such payments continuing to remain unregdariaed 
for prdonged periods in future. The reprerrentative of the Railway 
Board stated that they scrutinised the details of the pnwisional pay- 
ments which exceeded the time limit of three months and they had 
Wovered  that in almost all cases of this kind, payments were made 
t~ avoid infringement of the Payment of Wages Act. As delay would 
have meant infrin ement of the Act pa ments could not have been 

B d I .to ped. He plea ed that as a resuit o implementation of the Ad- 
j u  icator's award from 1948 onwards, a very large number of posts 
was created. Their creation and the subseduent extension of dura- 
tion involved a considerable amount of work in the preparation of 
justification etc. The result of all that was delay in Analising the 
current cases and delay in the issue of sanctions. He further stated 
that they were considering the issue of instructions to the Railway 
Administrations to follow the coda1 rules strictly, which allowed 
payments being made for definite periods not exceeding three 
months. He also undertook to improve the matter further in this 
regard. 

201. Para. 15.-Annexure 'A' of the Appropriation Accounts of 
Railways in India for 1952-53 (Part Il).-The Committee wanted to 
know the present position in regard to the various defects and items 
of arrears. 

The Financial Commissioner, Railways informed the Committee 
that they had taken necessary steps to improve the situation and 
assured them that the progress made in this behalf would be reflect- 
ed in the next Appropriation Accounts. 

202. Para 18.-Refusal to accord ex-post-facto sanction.-The Com- 
mittee discussed at some length the implications underlying the 
refusal by the Finance to accord ex-post-facto sanctions. The 
Comptroller and Auditor-General reiterated his earlier views that 
expenditure which had been incurred without any sanction was an 
illegal expenditure and the only authority which could give it the 
cloak of legality was Parliament, unless the Ministry of Finance re- 
vised its previous conclusion and gave ex-post-facto sanction. The 
Committee, however, deferred further consideration of the matter till 
a note on the subject was prepared by their Secretariat and consider- 
ed by them during their June, 1955 session, when they also decided 
to examine the representative of the Ministry of Finance, if neces- 
sary, on this point. 

203. Para 19.-POINTS OUTSTANDING FROM PREVIOS REPORTS.-(A) 
Railway Audit Report. 1950-para. 32-Ex-E.1. Rly-.Hirin'g of a 
portion of the Esplanade Mansions, Calcutta for the P,ublic Relations 
and Publicity 0fices.-The Comptroller and Auditor-General in- 
formed the Committee that although more than eight years had 
elapsed and the Railway Administration had spent about 14 lakhs 
of rupees for structural alterations over the buildinn i ~ % a s e  had 
not so far been executed. The Financial Commissioner, Railways 
assured the Committee that a new landlord had since co.me on the 
scene and they hoped to finalise the lease sh~lrtly. 
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204. (B) Rctilmg Audit Repott, 1951-p~~~.  rl2-Znadeq o rent 

dw$" nilwav q u a r t ~ m T b e  Financial C o m r n i ~ d o n c ~ w a ~  
inform the Committee that they had come to certain tentative 
clusioas which required the approval of the Government before them? 
could be enforced. 

205. The Committee then adjourned till 1030 A.M. on Saturdap, 
the 7th May, 19%. b ,' 
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pIwiimT 

Shri B. Daa--Chuirmcm. 
nthwtlu 

2. Shri T. N. Singh 
3. Shri S. N. Das 
4. Shri Balwant Sinha Mehta 
5. Shri Amarnath Vidyalankar 
6. Shri U. C. Patnaik 
7. Shri C. P. Gidwani 
8. Shrimati Violet Alva 
9. Shri P. S. Rajagopal Naidu 
10. Shri Mohamed Valiulla , 

11. Shri J. V. K. Vallabharao 
Shri A. K. Chanda, Comptroller and Auditor General of 

Indiu. 
Shri P. C. Padhi, Additionul D c p t y  Comptroller and 

Auditm General of Indiu. 
Shri S. Gupta, Director of Railway Audit, Simkr. 
Shri P. N. Bhandari, Controller of Canme7ci4l Audit. 

SECRETARIAT 
Shri V. Subramanian-Deputy, Secretmy. 

W ITNtSsds. 
Ministry of Railways (Rai lwq Board) : 

Shri G. Pande, C h a i m n ,  Railway Board. 
Shri P. C. Bhattacharya, Financial Commissioner, Railways. 
Shri P. C. Mukerjee, Member (Engineering). 
Shri K. P. Mushran, Member (Staff). 
Shri K. B. Mathur, Member (Transportation). 
Shri N. C. Deb, Director Finance (Erpenditwe). 
Shri D. P. Mathur Director Finunce (Accounts). 
Shri K. S. B andari, Deputy Financial. Adviser and Chief A c  

counts b &er, Chittamnjan Locomotive Works. 
Shri K. Sadagopan, Chief Administrative Oficer, Integral 

Coach Factory, Perambur (Madras), 
Minist7y of Finance (E.A.) : # * 

Shri H, S. Negi, Deputy Secretary. 



69 
Minbtly of P~OdUction: 

Shri R. K. Ramqayani, I.C.S., Chairman, 
Cod Bawd.  

Shri Swarup Krishan, I.C.S., Joint Secretary. 
MINISTRY OF RAILWAYS (RAILWAY" BOARD)--contd. 

Costing of Locomotives munufactwed in the Chittaranjcm Locomo- 
tive Works vis-a-vis by the TELCO- 

207. The Committee took up consideration of the Memorandum 
outlining the technical and commercial as cts of the method of 
costing of the manufacture of locomotives r? y the TELCO, as corn- 

ared with the units manufactured in the Chittaranjan Locomotive % orks submitted to the last Committee (Appendix XXI of the 
Tenth Report of the Public Accounts Committee-401. 11). 

208. At the outset, the Committee wanted to know the amount of 
the provisional payment made to the TELCO. The Deputy Finan- 
cial Advisor and Chief Accounts Officer, Chittaranjan Locomotive 
Works, who also dealt with the Accounts of the TELCO, stated that 
upto 19th February, 1955 it amounted to Rs. 6-41 crores. He further 
said that upto the end of March, 1955, the TELCO had manufac- 
tured 129 locomotives and 302 boilers and the total amount paid to 
them up to that date came to Rs. 6.96 crores. 

209. The Committee wanted to know whether there was a proper 
allocation of machine hours, depreciation, over-heads, etc. between 
the locomotive and boiler components manufactured by the TELCO 
vis-a-vis other components etc. manufactured by them from time 
to time. The Deputy F.A. & C.A.O., Chittaranjan Locomotive 
Works stated that the TELCO had three constituents viz., Structu- 
ral Shop, Locomotive Shop in which mainly the manufacturing pro- 
cesses were carried out, and the third was the Common Services 
including the Administration. He added that so far as the 
Structural Shop was concerned, quite a substantial portion of the 
work of road rollers and other contracts was carried out independ- 
ently of the Loco Shop. Thus whatever expenditure was incurred in 
the Structural Shop, it was debited to those orders which did not 
pertain to the Locomotive and Boiler Shops. 

210. In reply to a question, the Deputy Financial Advisor and 
Chief Accounts Officer stated that they had posted an Accounts 
Officer in the TELCO whose function it was to check their Accounts. 
In regard to the common services, he said, the Railway Board had 
arrived at a formula by means of which they had come to a satisfac- 
tory arrangement. So far as the Loco side was concerned, it was 
true that some part of the work was done on behalf of non-loco shops. 
The formula provided that there should be a fair and equitable char- 
ge to non-loco establishments iq respect of the services rendered by 
that part of the factory which was debited to the,Railway Accounts. 
He further said that so far as the Loco shop was concerned, there 
was a system which indicated whether a job order pertained to a 
Loco shop. a Boiler shop or a Truck shop. So, on the basis of that, 
the Accoudbs w r e  compiled and, therefore, it was not really com- 
posite thing, but was broken up. 

211. In reply to a question, the Deputy Financial Advisor and 
Chief Accounts Officer @formed the Committee that he was satisfled , , 
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a t  the allocation between the Government pm)ect and 
meat project was equitable. Further, in dctemibg the machine 
b u r  r a w ,  factor of allowing initial de reciation as well as 

Government Projects was taken into account. 
E; double normal depreciation to be charged to overnment and non- 

21% When questioned about the allocation of the idle hours, the  
Deputy Financial Advisor and Chief Accounts Officer informed the 
Committee'that these were borne by the Locomotive Shop because 
that was considered part of the development expenditure. * 

213. When asked to clarify the point, the Financial Commissioner, 
Railways stated that the proportion of the nan-Locomotive work 
done in the Locomotive side had been fairly substantial-about 30 
per cent. Further, the whole of the developmental expenditure was 
to be borne by the Locomotive Shop and the entire cost of training 
and machines and idle capacity in the Locomotive establishment was 
to be debited to the Locomotive Account. 

214. Explaining the reasons why the TELCO were allowed to use 
their spare capacity for undertaking other jobs, such as manufac- 
ture of road rollers and underframes etc., the Financial Commis- 
sioner, Railways stated that originally the guarantee that was 
given by the Railway Board in the Agreement was for 50 loco- 
motives and 50 boilers. The TELCO Workshop was also conceiv- 
ed as a general Engineering-cum-Locomotive Workshop and not 
a purely Locomotive shop. He, therefore, pleaded that they would 
not be right in saying that the TELCO had done anything which 
was not contemplated at the time of entering into the Agree- 
ment, as the Company were doing work mostly for the Govern- 
ment--the road-rollers were required by the State Government 
and the underframes were wanted by the Railways. 

215. The Comptroller and Auditor-General, however, drew the 
attention of the Financial Commissioner, Railways to the fact that 
they had not examined the point raised by him vit.. whether the 
machine hours had been so calculated that the subsidiary business 
like the manufacture of trucks etc., which was a commercial venture 
undertaken bv the TELCO was not getting any benefit a t  the ex- 
pense of the Railways and suggested that that should be got examin- 
ed by the Railway Board by deputing some technical experts. The 
Financial Commissioner, Railways undertook to do the needful. 

216. In reply to a question, the Financial Commissioner, Railways 
stated that before incurring any capital expenditure, the TELCO 
had to obtain the approval of the Railway Board. He further men- 
tioned that considering the extent to which the manufacture of 
Locomotives and Boilers had been delayed by the TELCO, there 
was no doubt thatrthey had paid much more than what they could 
have ever contemplated to pay for a project of that nature and for 
the development of this Industry. He agreed with the Committee 
that they must take care to see that the surplus cap ity of the 
TELCO was not utilised at the expense of the Lorbmo r we Project 
and that the promise of implementing the measures regarding the 
manufacture of locomotive production was fulfilled. 

217. In reply to a questior, the Deputy 'Financial Advisor ,and 
chief Accounts OfRcer, Chittaranjan Locomotiw Works, stated that 
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the pricing of components manufactured by the TELCO was not - 
done. For complete units of boilers, they quoted the prim to the ' 
Railway Board. He further said that the data were there, but the 
griccs were not continuously being compiled because the work in- 
volved so much labour that ultimately, without getting the propor- 
tionate or corresponding benefit, there would be extra charges. He 
added that instead of controlling it on the basis of price, they con- 
trolled it on the basis of man-hours put in. As re ards the compo- 
nents imported by the TELCO from abroad, he in f ormed the Com- 
minee that it was laid down by the Railway Board that before the 
fixed price period, a certain number of components would be manu-, 
factured in the country. At that time, it was also decided that a 
technical team should examine whether production had been 
established at the specified level. He further stated that so far as 
the Boilers were concerned, these were now being manufactured 
cent. per cent. in India. So far as the Locomotives were concerned, 
they had been using 70 to 75 per cent. of the Indian product. Finally. 
the TELCO could not import anything without the permission of 
the Government. 

218. Referring to the recommendation made by the last Com- 
mittee for taking over the TELCO as a State Undertaking, the 
Comptroller and Auditor-General observed that he recofleated 
that in 1949 when the TELCO were in financial difficulties, they 
came to the Railway Board and had discussions with them in the 
course of which they said that Government might take over the 
concern unless they were given a loan of Rs. 2 crores. But the 
Government decided that instead of taking over the TELCO they 
would rather render financial assistance to them and also take 
some shares in the Company. The Financial Commissioner pr+ 
mised to look into the papers. 

213. In reply to a question, the Financial Commissioner, Railways 
stated that so far as the TELCO was concerned, there was a definite 
agreement upto 1961 whereby they were supposed to remain the 
Managing Agents of this Undertaking. 

220. The Comptroller and Auditor-General, however, pointed out 
that on the basis of facts and figures furnished by the Railway Board 
and what had been noticed by Audit, it was quite clear that the 
TELCO had not come upto expectations. This, therefore, establish- 
ed the case for the concern being taken over by the Government. 
The Financial Commissioner, Railways contended that it would be 
rather premature to express an opinio~ that the TELCO had not 
come upto to their expectations. They had now reached the target 
production. It was true that their cost of production was now 33-113 
per cent. over the landed cost whereas in the C.L.W. Locomotives 
it was only 20 percent. The reason for this, hc said, was that in 
Chittaranjan Locomotive Works, they were charging depreciation 
at a very low r a t m n  the basis of the Railway rates-whereas 
in the TELCO they were charging depreciation at the rates allow- 
ed under She Jncome Tax Law. So far as the efficiency of the 
TELCO was concerned, he assured the Committee that they would 
see that all possible steps were taken to improve it and bring 
down the cost. On tbe question of nationalisation, he urged that 
as it had got order wider repercussiuns, it need not be considered 
at thh stage. 
I 



221. Revision of Agreement with the Swbu firm 'SCHLIE- 
&EN' w the manufacture of alLmetal Ughhueight coaches.- 
The 2 ommittee considered the working during the a& one gem 
of the Su plemental Agreement entered into by the a i lwy  Board d lt' 
with the wiss Arm on the 27th June, 1953 after keeping in view the 
,comments made by the Committee in their previous Report. 

The Chief Administrative OfRcer, Integral Coach Factory, Peram- 
'bur (Madras) gave a brief account of the salient features of the 
working of the supplemental agreement. He stated that the 
.tJchlieren had since submitted 700 approved drawings covering the 
design of the coach. Further, the Schlieren had, in terms of the 
agreement, drawn up a complete list of plant and machinery requir- 
ed for the shops which was approved by Government and they had 
asked the firm to invite global tenders and help them in the procure- 
ment of plant and machinery. These tenders were examined by a 
Departmental Committee with the help of the team from the 
Schlieren and they had now entered into contracts for the supply. 
On the advice of the Schlieren and as a measure of Anancial pru- 
dence, the target of. production of 350 coaches a year on single shift 
bad been clamped at 250 coaches in the first instance. The work 
of erecting the machinery at the Factory had already commenced 
on the basis of the detailed laysut drawings furnished by the Sch- 
lieren. Out of 523 machines inspected by the Schlieren Engineers, 
455 had been received in the Factory and the balance of 68 had yet 
to be received. Continuing, he said, that the Schlieren had also 
submitted drawings for the lay-out of the basic training school 
which was functioning at Perambur since March, 1954 and the satel. 
lite shops to suit the training programme in the different trade cate- 
.gories in which the Apprentices would be given training. 

As regards the raw materials for the establishment of production 
in the Coach Factory, he said, that the Schlieren had furnished a 
complete list of raw materials and consumable stores, including 
various components which were required in connection with the 
manufacture of the coach shell, and they had taken procurement 
action on the basis of that. 

The Chief Administrative Officer, Integral Coach Factory, assured 
the Committee that they would adhere to the schedule for starting 
of the production as laid down in the Supplemental agreement, 
according to which it would be started in the second half of 1955. 
He further mentioned that the following targets of production of 
total number of unfurnished coaches in the first five years had 
been laid down: 

1st yea; 20 
2nd year 100 
3rd year 200 
4th year 300 - 5th year of 

production and thereafter 
upto the end of the 
Agreement. 3& 



73 
222. In reply to a question, the representative of the Railway 

Board stated that if the B.O. coaches of this particular type manu- 
fectured by the Integral Coach Factory were found satisfactory, 
they might consider to extend it to the Metre Gauge type also. 

223. The Comptroller and Auditor-General pointed out that the 
34 per cent, export cess which the Swiss Government were levying 
for exportin any goods outside Switzerland was discontinued ia 
October, 1 9 d  In terms of that, a payment of 2,11,000 Swiss Francs 
was demanded by the Company. He, therefore, asked the Financial 
Commissioner, Railways to examine whether that amount was not 
reimbursable to the Government of India in view of the fact that. 
no exports materialised till 1951. The Financial Commissioner, 
Railways stated that they were examining that aspect. 

224. The Auditor-General further pointed out that a sum of about 
1,17,363 Swiss Francs had been paid to the Swiss firm on account 
of the bankers clearing fees, which should ndt be included in the 
cost of production or "firm price". 

The Financial Commissioner, Railways, stated that this point too 
was under their consideration and suggested that it might be taken 
up later on when they had arrived at some definite conclusion in 
this behalf 

225. In reply to a question, the Chief Administrative Officer, 
Integral Coach Factory stated that the ultimate cost of the manu- 
facture of a coach would be between Rs. 80 and 85 thousand in 
the first year, which he said, would be very competitive with the 
present price of the conventional type of a coach. 

226. As regards the number of Swiss Experts to be employed 
during the first three years, he said that the ceiling had been fixed 
at 40. 

AUDIT REPORT (RAILWAYS), 1954 
227. Para 13-Loss on Railway Collieries-This para indicateti 

that out of the total number of eleven Railway collieries which 
were under the control of the Chief Mining Engineer, losses aggre- 
gating Rs. 62,03,017 were incurred on six of them during the year 
1952-53. These six collieries were Kurhurbaree, Serampore, Saw- 
ang, Jarangdih, Deulbera and Talcher. The Committee wanted to 
know the remedial measures which had actually been adopted. 
for the elimination or reduc'tyon of losses on the Railway Collieries. 
The representative of the Ministry of Production stated that loss 

I in some of these collieries had come down in subsequent years. He 
further said that the two collieries-Kurhurbaree and Seram- 
pore-were something like 85 years old. Consequently a great deal 
of the reserves of the colliery had been exhausted and in the pre- 
vious years, naturally the mining operations were also directed to 
places where the coal was fairly easy to get. Contraction in capa- 
city alsoe'neo?ssitated a certain amount of reduction of labour 
strength although it had not been possible to make that roeduction 
on account of the industrial dispute pending with the Labour Tri- 
bunal. At the moment, he said, they had already served notices on 
1,4 0 workers and there were two* courts whose permission thtg 
ha 1 to obtain in o d e r  to carry out that retrenchment. To sum 



be said that the losses had. been due to the dwhidling output and 
their inability to reduce the establishment substantially. 

2%. As regards other collieries also, he said, the reserves were on 
the verge of depletion and they had to obtain coal from a compara- 
tively large number of places by maintaining that establishment 
which would suffice for a larger output. 

229. In reply to a question, the representative of the Ministry of 
Production stated that the total surplus workers in these Railway 
collieries as estimated by the Railway Enquiry Board .were some- 
thing like 6,000. 

230. The Comptroller and Auditor-General having pointed out 
that the Railway Collieries were making a profit of 43 lakhs of 
rupees, the Committee wanted to know what steps were being taken 
by the Ministry of Production to tap new sources of coal because 
some of these collieries were getting exhausted. The representative 
of the Ministry stated that the State Colliery at Korba in Madhya 
Pradesh was going to bc started in the near future and they were 
making preliminary survey and prospecting of the area in detail. 

231. When asked about the administration of these collieries. 
the representative of the Ministry stated that they would be run 
departmentally. 

232. The Committee then adjourned to meet again on the 20th 
June. 1955. 



Rwedngs of the Forty-sixth Sitting of the Publie Aceounb Com- 
mittee held on Monday, the lZdth Jane, 1955. 

233. The Committee sat from 10 A.M. to 11-30 A.M. 

PRESENT 
Shri B. Das-Chaimnan. 

MEMBERS 
2. Shri Shree Narayan Das 
3. Shri Amarnath Vidyalankar 
4. Shri S. V. Ramaswamy. 
5. Shri C. P. Gidwani. 
6. Shri U. M. Trivedi. 
7. Shrimati Violet Aha. 
8. Shri J. V. K. Vallabharao. 

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

Shri S. Gupta, Director of Railway Audit. 
SECRETARIAT 

Shri M. Sundar Raj-Deputy Secretary. 
Shri K. K. Das-Under Secretary 

234. At the outset, the Comptroller and Auditor-General in- 
formed the Committee that the question of regularisation of un- 
authorised expenditure for which ex-post-facto sanction is not ac- 
corded by competent authority was discussed by him with the 
Finance Secretary and the Financial Commissioner, Railways who 
had promised to submit a note on the subject to the Committee in 
due course, for their information. He further stated that in the 
case of Ministries where the Accounts functions had been separat- 
ed from Audit, arrangements existed for scrutiny of expenditure 
in accounts, such a situation vk., failure to obtain financial con- 
currence for the expenditure before it was incurred, would not 
arise. as the Accounts Officer had been definitely directed not to 
make any payment unless there was proper sanction for it. In! 
view of the assurance given by the Comptroller and Auditor-Ge- 
neral that the matter was engaging the attention of the Govern- 
ment, the Committee desired to postpone further consideration. 
till such time as they were furnished with a note on the subject 
by the Ministry of Finance. It was decided to insert a para to this 
effect in the Introducto Chapter of the draft Thirteenth Report 
of the Committee and a % o a note in the portion relating to pars 
18 of the A d i t  Beport on Railways (1954). 

235. The Committee considered the question of the procedure 
to be adopted in reporting their review of outstanding items of 

a 
75 * 



revious reports. It was decided that wherever the action of the & inistries was to be concurred in and no further action was called 
for or no comments were to be expressed, there would be no need 
to refer to blrese items in $he current Repmt of the Carnmitbec. 
These items may, however, be included in the sbatemerrts of re- 
view of outstanding items attached to the current Report. It was 
also agreed, that wherever matters of principle were involved, 
however, the review together with the comments of the Committee 
may be included in the body of the current Report. 

236. The Committee then took up consideration of the Draft 
Thirteenth Re ort on the Appropriation Accounts (Railways) and B (Posts and Te egraphs), 1951-52 and 1952-53 and approved it sub- 
ject to certain additions and alternations. They desired that 
wherever substantial modifications were involved they might be 
apprised of the same at their next sitting. 

237. The Committee then decided to meet again at 10 A.M. on 
Wednesday, the 22nd June, 1955 to take up consideration of the 
Draft Fourteenth Report on the Appropriation Accoynts (Defence 
Services), 1951-52 and 1952-53. 



Of Fot'ty-8e~eXLfh Sitffag Of the Pllblh Ac~otlnfs 
Committee held on Wednesday, the 22nd June, 1955. 

238. The Committee sat from 10 A.M. to 1215 P.M. 

Shri B. Das -Cha imn .  

2. Shri Ramananda Das 
3. Shri Shree Narayan Das 
4. Shri Arnarnath Bidyalankar 
5. Shri S. V. Ramaswamy 
6. Shri U. C. Patnaik 
7. Shri C. P. Gidwani 
8. Shri U. M. Trivedi 
9. Shrimati Violet A h a  

10. Shri Ram Prasad Tamta 
11. Shri Mohamed Valiulla 
12. Shri J. V. K, Vallabharao 

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

Shri P. C. Ghosh, Dy. Director of Audit. Defence Services, 
brew Delhi. 

Shri M. Sundar Raj-Deputy Secretary. 
Shri K. K. Das-Under Secretary. 

239. At the outset, the Committee desired that the re-drafts of 
certain Paras and sub-paras, as the case might be, of the Draft 
Thirteenth Report on the Appropriation Accounts (Railways) and 
(Posts & Telegraphs), 1951-52 and 1952-53 as prepared in the light 
of their discussions at their earlier sitting held on the 20th June, 
1955 should be circulated to them. 

The Committee then adjourned to meet at 16 A.M. on Thursday, 
the 23rd June, 1955. 



proajdhgs of the Forty-efght Sitting of the Public Acaaunb Corn 
mittee held on Thursday, the 23rd June, 1958. 

240. The Committee sat from 10 A.M. to 12-30 P.M. 
PRESENT 

Shri B. Das-Chairman. 

2. Shri Shree Narayan Das 
3. Shri Amarnath Vidyalankar 
4. Shri S. V. Ramaswamy 
5. Shri U. C. Patnaik 
6. Shri C. P. Gidwani 
7. Shri U. M. Trivedi 
8. Shrimati Violet Alva 
9. Shri Ram Prasad Tamta 

10. Shri Mohamed Valiulla 
Shri A. K. Chanda, Comptroller and Auditor-General of 

India. 
Shri P. C. Ghosh, Deputy Director of Audit, Defence 

Services. 
Shri S. Venkataramanan, Accountant General, Central 

Revenues. 
Shri V. R. Mahadevan, Chief Audit Oficer. Food. Relrabilitatiot; 

and Supply. 

Shri M. Sundar Raj-Deputy Secretary. 
Shri K. K. Das-Under Secretary. 

241. The Committee considered the redrafts of the undermen- 
tioned Paras and sub-paras of their draft Thirteenth Report on the 
Appropriation Accounts (Posts & Telegraphs) and (Railways!. 
1951-52 and 1952-53 and approved them subject to minor additions 
and alterations : 

Chapter I New Para 4. 
I1 19 (Part sub-para), 22, 24 and 42. 
I11 64, ,66. 67. 72 (vii) and 87. 



APPENDIX 1 

'I. POSTS AND TELEGRAP~S DEPARTMENT 
StataMntjhowkg action taken on proposed to  be rahn on the recommendations of thPublic Accounts Committee 

S. Item NO. as Ministry or 
NO. -the sum- Deptt . con- Particulars of item 

w r y  of the cemed 

TiE-- 

Remarks of the Ministry or a G  Comments bpthe Public 
tion taken thereon, A c c ~ u d ~  Committee 

FIFTH REPOR T-(Accounts for r 949-50). 

1 (Para 32). D;G.P. & T. A Statement showing the findings of the Japa- A memorandum on the subject has See Para 32 of this R e p  
nese Cable Committee as also action taken by been submitted separately. Funher report on itetp 
Government in the matter should be furnished. (See Appendix V). 7 should be e w -  

ted. 3 
. TENTH R E P O R T - - ~ A C C O U ~ ~ ~  for 1950-51)- 

2 (PUP 52). Do. The principle of discrimination in the grant of A note has bcen submitted to NO c-b. 
concession for the free supply of meals and tea Lok Sabha Secretariat under 
to a section of the staff of the Calcutta Tele- Ministry of Communications 
phone District is unjust and should be dis- Memorandum No. TE.28-521 
continued. Thc decision arrived at in the mat- 49/B, dated -I 5th April, 1954. . ter should be reported to the Commirt~x (See Appendar XV). 

Do. The P. & T. Department should arrive at an A Memorandum will be submitted See Para 27 of the Report. 
early decisicm on the recornmendaticns made to the Committee. This may be expedited. 
by IBCON , the Swiss Firm of Experts, in the 
matter of fixing the maximum and minimum 
limits for the maintenance of stores balances 
under various categories of the P. & T. Stores 
and rake all possible measures to bring down 
the stock balances without detriment to the 
efficient working of the Department. 



D.G.P. & T. ?'he &mpittce should bc informed of the deci- A ~ e m o r a d u s p  will be submitted See Para 27 of the Report. , 
sion arrlved at bv the P.& T.De~artment In the to the Cornnuttee. 

Do. . 
Do. 

Do. 

Do. 

implementation -of the recomm&dations made 
by them last year for the adoption of the stores 
system existing on the Railways with necessary 
modifications to suit their local requirements. 

Unserviceable stores which are a carry-forward Action is being taken to. dispose of The Committee should be 
of the last war should not be kept too long and stores surplus to requirements of apprized of the latest 
allowed to deteriorate further. These should, the Department. posmon. 
therefore, be disposed of to the best advantage 
of the Exchequer. 

The Committee should be informed of the deci- The matter is under consideration The Committee should 
sion taka  by the Ciovernrnent on the reccxn- in consultation with the Comp- be apprized of the latest 
mendations of the J. J. Committee set.up at troller and Auditor-General. position 
their instance to determine thc average lwes of 
assets of the P.& T. Department for evolving a 
scientific and rational basis for contr~bution.to 
the Renewals Reserve Fund in accordance w ~ t h  
the accepted commercial pracuce. 

The P.& T. Department should k~ok into thc cons- A Memorandum has been submit- No. comments. 
titutional and financial propriety of setting up ted to the Committee. 
the Telephone Development Fund in consul- (Src Append~x XVI). 
tation with the Ministry of Finance (C)  and 
Audit and submit to the Committee a repolt 
in due course. 

Reckless disregard of rules and the manipulation 
of accounts as disclosed in the Audit +port 
Under review merits stronger pwt lve  actlon. 

The results of the investigation made by the Spe- 
cial Police in the case refcrred to in para I 7  of 
the Audit Report (P. & T.) 1952 as also the ac- 
tion taken against the prsons responsible both 
on the Executive and Accounts sides should be 
intimated to thc Committee in due course. 

The S. P. E. have completed their No comments. 
investigations and prosecutions 
against persons found guilty of 
committtng the fraud have since 
bcen.launched. As the matter 
is being taken to the Court by the 
S. P. E. Departmental action ag- 
ainst the subs~dm offenders 
h s  been stayed on t L  advice of 
thu SPB. 



9 31 Do. 

9 

Do. 

Do. 

Do. - 

The Committee desire that !he P. & T. Drpart- 
ment should without waltlng for the ludg- 
ment of the High Court in the appeals filed by 
the two principal accused officials involved in 
the case referred to in Para r 8 of the Audit Re- 
part 1952 proceed with the fixation of responsi- 
bility of other officials at fault and award them 
suitable departmertsl p+shment. They 
should be apprized of the actlon taken in the 
matter in due course. 

The Conynittee s h d d  likc to know the action 
taken by the Department against thc persons 
responsible for discrepancies disclosed in the 
results of physical vcrificatitrn of stores balan- 
ces. 

With a view to regulate the working of the expen- 
diture from the Postal Life Insurance Fund on 
proper commercial hssis the P. & T. Depart- 
ment should either put an Insurance Expert as 
the head of the Postal Life Insurance Organi- 
saticm or run it as a Corporation constituted 
under an Act of Parliarncnt. 

The matter is receiving attention. Further report should be furnished to the Com- 
mtttee. 

A Memorandum has been submit- See Para 28(ia7 of the Re- 
tcd to the Committee. Port- 
(Sce Appendix XVII]. 

The matter is under examination. Further Report should be 
furnished to the Corn- 
mittee. 

The Gxnmitt'u: should likc to how the final deci- A Memorandum has been submit- 
sion arrived at in the matter as a result of thc tcd to the Committee. 
inter-Ministerial discussion cm the subject of !See Appendix VI). 
provision of a separate Press for the P. & T. 
Department. 

In the meantime, the Committee observe that the 
P. 8: T, Department being a major public uti- 
lity concern, any delay caused in the supply of 
forms etc. urlimately ~nconveniences !he pub- 
lic and renders all kinds of frauds possible, 

See Para 33 of the Repon. 

The Committee should 
like to watch furthr 
development in this case. 



13 38 D.G.P. & T. Early decision should be arrived at in the case re- On the advice tendered by the See Para 38 of the Report. 
lating to the loss due to  failure to observe U.P. S. C. the Officer at fault 
rhr stipulated terms and conditions in the con- has h ~ n  censured. 
tract C>r supply of mustard 1 4  as cwnmented 
upon In Pam 29 of the Fifth Rcport crf thc Pub- 
lic A~xounts Cummittcc (1952-53). 

Do. The Ccmmittcx should be illfvrmcd of the result The matter is under consideration See Para 39 of the Repon. 
of the reference made to the U.P.S.C. In the of U.P.S.C. which have been 
case relating to the irregularities in connection reminded. 
with the c.xpendi ture incurred by a Telegraph . Engineering Dirisicm on accourlt c~f junglc-cut- 
ting. in the light of rhc cvmmentc contained in 
Para 30 uf their Fifth Report. 

Do. 'The Commirtee are convinced t11.1t the est?hIi~h- The matter is receiving attention. This should beexpedited 
ment ch3rges by the Calcutta A u t , ~ m a t ~ s ~ t l  an A Memorandum on the subject 
Projcct are high as compareJ with the actual will be submitted. 
outlay on the Project, excluding payments to  
outside agencies for supplies and services ren- 
dered. 'rhcre is, therefore, no ostensible 
justification for the employment cf such a large 
coutingent ofstaff as 32-Gazetted and 313 non- 
Gazettcd Officers. 

Do. Do. At least two posts of IXvisional Engineers and 
2-6 Assisrant Engi~eers and a numher of posts 
In the ranks of Supervisors and Clcrks can be 
casily axed without in any way impairing the 
efficient extxution of the I'roject. The Mini+ 
try of Gimmunicxtit~ns should immediately 
cxaminc this and retrench the ~ ~ 1 s t ~  in the cadre 
of Divisional Enginc~rs, Assistant l:~?ginecrs 
ctc. as already recornmentied by the Committee 
last year. Action taken in the matter should 
be communicated to t l r  Commirtcc. 

i6 42 D.G.P. & T. An Examination should he undertaken by the A Memorandum has been submit- Consideration d e f d .  
P.&T. Deparrmen~ to scu: whether the supplies tcii to the Committee. 
recctivcd by the Glcut ta Auttrmatisation Pro- (See Appendix XVIII). 
ject from the A.T.E. and I .T.I .  under the terms -- --- - 



of the contract werc at fair and reasonable pri- 
ces not more unfavourable than from other 
partles. 

43 Finance The Ministry of Finance (Communications) The matter is under considera- The matter should be 
(Communi- should carefully examine the extent to which tion in consultation with the expedited. 

cations). the element of delay in the execution of this D. G. P. & T. 
Project is likely to affect its remunerativeness 
at the time of revision of the 1949 estimates, 
which is stated to be under consideration of 
the Government at present. 

45 Comrnuni- With greater experience over the working of The cash balances stood at 39.8 Deferred consideration 
cations. the Indian Telephone Industries, Ltd., for lakhs only on 31-3-1953 against till next yes's mounts 

the past few years, it should be possible for the total outstanding liability are taken up. 
them to avoid unnecessary accumulation of of Rs. 215 - 4 lakhs. At the end 
large cash balances with them, which are of March, 1954, the cash balances 
disclosed in the balance sheet for the period stood at minus figure as there 
under report. was an overdraft to the extent 

of Rs. 17,63,104/-- I t  will, there- 
fore, be observed that every 
effort is being made not to 
accumulate unnecessary cash 
balances. - 

46 Do. The holding of stores worth Rs. 95 lakhs by the The actual value of materials in 
I.T.I. shows a lack of proper planning and over-stock, after taking into 
foresight on the part of the previous manage- consideration the requirement 
ment in investing lakhs of public money in in- of factory for one year, is only 
discriminate purchases. The Committee. about Rs. 35 lakhs. The matter 
should like to know the disciplinary action is being further investigated 
taken against the officials at fault. in order to find out whether the 

responsibility for the over-stock- 
ing can be fixed on any parti- 
cular officer or officers. 

Do. 



47 &-mi- Specific provision regarding inspection of goods 
c o t l o ~ d .  supplied by the A. T. E. in the U. K. by our 

own agency before shipment should have been 
made in the agreement. The expediency of 
an independent inspection being carried out 
by the India Stores Department, London, may 
be considered by the Ministry. 

The inspection of the highly s cia- Deferred consideration 
lised stores required by the I.& till next year's accormtts 
cannot be done satisfactorilr in arr taken up. 
the U. K. The experience of 
the P.&T. Deptt. with regard to 
such inspection in the U. K. has 
not been very happy. For a 
satisfactory inspechon of these 
stores, it would be necessary to 
employ a very large team of 
technical officers the cost of 
which would be incommen- 
surate with the results achieved 
and further this would absolve 
the A. T. E. Co. of any respon- 
sibility if the stores on receipt 
in India are found to be de- 
fective. The I. T. I. have en- 
tered into an arrangement with 
thc A. T. E. Co. r e g e n g  the 
rejection and shortage rn the 
supply received from A. T. E. 
Under the arrangement, any 
rejections above 1.25% of the 
stores have to be replaced by 
the A. T. E. Co. Ltd. The 
normal terms of supply of the 
A. T. E. Co. are F. 0. B., but 
in case of bulk rejections, the 
A. T. E. are required under 
these arrangements to replace the 
Material free at 'site. These 
concessions would not be pos- 
sible under an arrangement, for 
inspection in the U. K. In 
view of the above reasons it 
would not be advantageous for 
the I.T.I. to provide for ins- 
pectin in the U. K. by D. G., 
I. S. D., London. 



21 48 Communi- The Chm troller and Auditor General of India The Agreement with the A. T. E. Deferred consideration 
cations. should gave been consulted before entering Co., Ltd. does not povide for any till next year's accounts 

into a commitment for relying upon the cer- certification of the prices for the nre taken up. 
tificate furnished hy the firm's (A. T. E.'s) equipment supplied by them to 
Auditors in the manner of verification of the the I. T. I. The arrangement 
reasonableness of the priccs charged by them. regarding certification is an infor- 

mal arrangement between the 
A. T. E. and the I.T.I. At the 
request of both the A. T. E. and 
the I. T. I. the British Post 
Office have agreed to give a cer- 
tificate in respect of prices charg- 
ed to the I. T. I. for particular 
types of equipment which are 
also supplied to the British Post 
Office on the understanding that 
the cost of certification is reim- 
bursed to it by the A. T. E. and 
I. T. I. Where for equipment 
or material, no B. P. 0. prices 
exist, it has been arranged with 
the A. T. E. Co. Ltd. that their 
auditors would certify that the 
prices charged by the I. T. I. are 
the lowest that have been charg- 
ed to any other customer. I t  
will, therefore, not be reasonable 
to ask the B. P. 0. to have their 
prices verified by the audit 
officers of the Government of 
India. I t  would also be unrea- 
sonable to demand from the 
A. T. E. Co. that their books 
should be examined by our Audit 
Officers. Certification of the 
prices by the Compy's OWXI 



49 C o ~ u n i -  Government should explore the import markets 
catlom. for the products of the I. T. I. in order to uti- 

lise fully the capacity of the factory and if ne- 
cessary, take up the question of <he revision 
of the contract in this behalf. 

50 DO. A clause providing for revision in the agreement 

i whenever considered necessary according to 
circumstances by the contracting parties should 
invariably be made in all such agreements 
entered into by Govt. in future. 

. . 

'24 gr Communi- The Ministry of Production should collect the 
cattons. statistics of the annual requirements of the 

State Industries for the supply of specialised 

auditors is probably the farthest 
limit upto which a supplier can 
reasonably be expected to go. 

The Agreement with the A. T. E. Deferred c~mklexatkm 
Co. Ltd. already providesfor the till next year'n aoawmta 

export of the products of the I.T.I. are taken up. 
to Ceylon, Pakistan and Burma. 
The A. T. E. have also agreed to 
the I.T.I. supplying equipment 
to Indonesia. The I.T.I. is 
exploring the position in Ceylon, 
Burma and Indonesia to see if 
they canestablish a market for 
its products in those countries. 
If it is found that India can es- 
tablish a market in any othex 
country, the question of obtaining 
A. T. E. Coy's concurrence to 
the export of telephone equi 
ment to that country will & 
considered. The agreement 
provides that such concurrence 
will not be unreasonably with- 
held. For the present efforts 
are being directed to neighbour- 
ing friendly countries like, Cey- 
lon, Burma and Indonesia. No 
amendment of the agreement is, 
therefore, considered necessary. 

Do. The recommendation of the Com- 
mittee has been brought to the 
notice of the officers in the Minis- 

try (main) and the offices attached 
and suhordinatc to it for gui- 
dance. - 

This Ministrv hns alreadv com- Deferred considupdon tm 
municated i6 requircmetks to the nut pear's accounts 
Ministry of Production for atc taken up. 





Tenth Report ( on the Accounts for 1950-51) 

I Railways. The production capacity of the Chittaranjan 
Locomotive Works should be utilised to the 
maximum possible extent. With this end in 
view, the Committee desire that the Railway 
Board should ex lore the possibility of under- 
taking other ancitary industries in these work- 
shops in the second shift and, if necessary, 
even augment the existing plant and machinery 
in the greater national interest. 

The excesses over voted grants and charged ap- 
propriation as pointed out in this para should 
be reguhrised by Parliament in the mnoer  
pmcribed in Artlclc I rg of the Constitution. 
The Committee would , however, draw at- 
tention to Article I 14 (3) of the Consdtution 
whereby no money shnll be withdrawn &om 
the Consolidated Fund of India except under 
appropriations made by law passed in acCord- 
ancc with the proviskns of this Anicle. Such 
excesses are, therefore, unauthwiscd and steps 
should be taken in future years to keep the 
expenditure well within the provision 

0 md to obtain funds in time so as to avoid sum exasses. 

The suggestion of the Committee No comments. 
has been carefully considered. 
In view of Government's recent 
decision to increase that Factory's 
output of locomotives and 
boilers to 200 average-size loco- 
motives and IOO spare boikrs 
per year which involves work- 
ing a second shift and also aug- 
menting the existing plant and 
machinery and housin faci 
lities etc., it is not likely tkat an; 
spare capacity will be available 
for the manufacture of any other 
product in these. works in the 
second shift, though this ques- 
tion of exploring possibiities of 
undertaking ancillary work will 
always be kept in view. 

Action is bring taken to have the No comments. 
excesses relating to 1.95051 
over voted grants regularlsed by 
Parliament in the manner pre- 
scribed in Article I 15 of the 
Constitution. P.A.C.'S obser- 
vations have been conveyed to 
Railway Administrations advis- 
ing them to I~Y& excesses over 
voted grants. Ministry of 
Railways letter k. 54. B(+ 
2498(2) dated 27-12-54 1. 

(See Appendix XXIV)  

29 3 Railways. Although the Audit and Accounts on the Railways A Memorandum is submitted. See Para 47 of the Report. 
were sepacatcd lonq aep, h e  is not the [Ssc Appendix XIXJ 
necessary co-ordrnat~on between the 
Railway Administrations and the Accounts 



Do. 

Offices in the formulation of estimates etc. 
The Committee feel that the Railway Accounts 
Offices should be further strengthened and 
re-organised, if necessary. 

The Railway Board shcald once again draw thc 
attention of the Railway Administrations to A Memorandum is submitted. See Para 47 of the Report. 
the recommendations made by the Com- [See ADpendix XIX] 
mittee in Para 7 of their Fifth Report and 
should also themselves exercise a ri 'd overall 
control at the time of consolidating tce Bud et 
Estimates submitted by the Railways. $he 
Committee feel that the overall budgetary 
standard and control over expenditure an the 
Railways needs improvement and should, there- 
fore, like to know the measures evolved by 
the Railway Board to set matters right in this 
direction. 

The Committee reaffirm the views which have 
been expressed by them on a number of oc- 
casions in the past that it is highly undesirable !Ft large sums should be lying under 

Suspense" and not charged to the proper 
heads of accounts. They observe that such 
a procedure , if followed indiscriminately, 
will vitiate parliamentary financial control, 
which the Committee desire should be zeal- 
ously safeguarded by the spending Depart- 
ment. 

Suspense heads every half year. 

The extent rules contained in No comments. 
Chapter 10 & 16 of the Indian 
Railway Accounts Code Vol. I 
cover the recommendations of 
the P.A.C. In ordert o ensure 
speedy clearance of Suspense 
Balances the Railway Board have 
also arranged for- 

(i) A review in the Railway Beards 
O6ic.e of the Balances under all 

(ii) Examination in the Railway 
Board's Office of the statement 
of balances under seven important 
heads every month. 



(iii) Periodical inspection by D i i -  
tor, Finance (Aounts) Rail- 
way Board to see that these ins- 
tructions are being carried out. 

P 6 Rai!ways Since a Parliamentary ~ornmittee on separation On the basis of the recommends- No comments. 
of Railway Finance from General Finance has tion of the Parliamentary Com- \ 

already been appointed to review the existing mittee, Parliament has approved 
Convention, the Committee hope that the an increased charge to Working 

uestion of appropriation to the Depreciation Expenses for appropriation to 
&serve Fund as a charge to thc Working Depreciation Reserve Fund of 
Expenses shall receive due consideration. Rs. 35 mores a year for the 

Convention Period of five years 
commencing from 1-4-1925. 

DO. As desired by the Committee, the Financial A note is submitted. 
Commissioner, Railways agreed to review 
the case referred to in Para 2 of Railway Audit (See Appendix XXV) 
Report, 1952-Part I and to submit a report - - to them in due course. 

No comments. 

7 Do. The Committee re rd the explanations offer- P.A.C.S. observations on the No comments. 
ed by the ~a i lwa~%ard  in the matter of pur- case have been duly brought 
chase of certain equipment for experimental to the notice of Officers and staff 
purposes at an approximate cost of Rs. 56,8po in Railway Board's Office for 
without financial concurrence as unsatls- future guidance. 
factory and express their displeasure over the 
manner in which the Board handled this case. 

The Committee hope that a closer co-ordination 
shall subsist in future between the different 
Directorates in the Railway Board's Ofice 
in handling such caws and that such instances 
involving ~rregulnr spending of public money 
shall not be repeated in future. 



3s 8 Do. In view of the assurance given to the Committee Observations of the P.A.C. have No comments. 

! by the Railway Board tbnt they are doing their- been conveyed to the Eastern and 
best- minimise the lossesin the working of the Southern Railway Administrations 

I . Catering Departments on the B. N. and S. I. for their guidance. 
Railwa s nowpartsoftheEastern and South- 
them l&mys) and were watching the pro- (Ministry of Railways Memo. No. 
press continuously the Committee do not desire 677-7G/Pt- H/54, dated 20-10-543. 
to make my further comments at this stage [SeeAppendix XXVI] 
and they look forward for a better picture of the 
working of the Catering Department. 

do. (i) Payments should not have been continued (4 Necessary instructions have been No comtncflt~. 
when the Financial Adviser andChiefAccounts issued. 
Officer had pointed out that the payments [Ministry of Railways letter No. 

. were not covered by the existing orders. 54-B (4-2498/(9) dated 24-12-54] 
[See Appendix XXVII] 

(ii) Action should be taken against the persons 
responsible for the delay caused in the disposal 
of the case refemd to in this para in the Rail- 
way Boards' Office. 

do. ''I'he Administration failed to follow the provisions 
of para 806 of the Indian Government Rail- 
way Code for the Accounts Department, Part - I which dearly lays down that if Audit objects 
to any payment of a recurring nature and it is 
considered necessary to c ptinue them pen- 
ding oettlement of the oblectlon, they may be 
made provisionally and subject to recovery, 
the payee receiving thepayments being so in- 
formed. The Comm~ttee desired that such 
bruches of the coda1 rules both b the Execu- 
tive and Accounts Ofices shoudbe  severely 
dealt with by the Rarlway Board. 

do. A b n o r d  delays involved in institutin the dis- 
ciplinary proceedings against the de%nquent 

(ii) A Memorandum is submitted. See Para 81 of the . 
Report. 

Observations of the P.A.C. have No comments. 
been wrnmunicat.ed to all Rail- 
way Administrattons for their .- .--- 
guidance. 
[Ministry of Railways letter No 
5443-2498 (para 231, d a t d  
29-10-541 

[See Appendix XXVIII] 

(0 Necessary instructions have (i) No -ts. 
been issued. 



o f f i d s  h a w e  a danoraiizing effect on their 
sudl. 

No actha has been taken against the Station 
M a w  or other supervisory staff in the case 
referred to in this para. The Roilway Board 
should examine thrs aspect of the matter and 
report to the Committeein due course. 

39 I 2 R.ilmys. I t  is high fime that the Railway Board invcstigP- ted into the causes of the h ~ g h  percentagein the 
amount of total demurrage and wharfage 
chugcs waived by the various Railway Ad- 
fninistrntionsand take necessary steps to reduce 
~ t .  A para on the subject should t e  included 
yearly In the Railway Boards' Review on the 
Annud Appropriation Acwunts indicating 
the rcsulta achieved. 

Do. The Committee do not feel satisfied with the 
explrnntions offered by the Railway Board for 

-8 disciplinary action against the Bill 
Parring fficcrs for their failure to detect the 
fraud disclosed in para 26 of the Audit Report, 
19>a.-Part I1 (Railways) and are of the 
opmmn that the punishment awarded to the 
rubotduwe staff has also been lenient. 

41 I Do. (r7 I t  is a very &n~crous practice to destroy any 
'i do~umcnts wh~ch are the subject matter of 

correapondrnce and on which objection has 
u becn.r.iwd and which remains unsettled. 

(in> The queation of takiig disciplinary action 
againat the ataff rcsponeibk for dcatro ing the 
records should be examined by the &ailway 
Board md suitablgpunishment awarded to the 
persons at fault. 

[Ministry of  ways letter No. 
E-s3/Pu. 2-4 e t e d  14-12-53] [* Append- XXIX] 

(ii) A Memorandum has been (ii) See Para 82 of this 
subm~tted to the Committee. Report. 
[See Appendix XXX] 

(13 The general question regarding Furiher report should be 
waiver of de rnume  a$ w+- expedited. 
age charges is under Investlga- \ 

t iw.  
(ii) A para on the subject will be No comments. 

included yearly in the Railway 
Board's Review on the Annual 
Appropriation Accounts com- 
mencing from 1953-54 Accounts. 

u3 

A memorandum has been sub- No comments. 
mitred. 
[See Appendix XXXI. J 

(9 Necessary instructions have No comments. 
been issued. 
[Ministry of Railways letter No. 
54-B(c)-z4gR(rq)dated I 5-10-54 

[Seq Enclosure to Appendix XXXII] 

(ii) A memorandum hns been sub- No comments. 
mittcd. 
[See Appendix XXXII] 



-- --- - - - - - 

I, IS Do. The Committee should be apprised of the actual 
commencement of period 'C'-the date when 
TELCO would reach the target of roo boilers 1 a year. 

The decision arrived at by the Railway Board I on therecommendation madebythe Commit- 
tee last year to take over from TELCO the A memorandum has been sub- See Paras 60 a d  61 of tht  
manufacture of boilers and Iocomotives and mitted. Report. 
running it as State-owned Industry should I [See Appendix XX] 
be intimated to the Committee. 

The question of payments made to TELCO 
provisionally, which has been lingering on 
for the last 7 years or so, should be dec~ded 
without any further delay and the payment 
already made be finalised. 

Do. The Committee should like to watch the working Committee's observations do not See Paras 77 to 79 of the 
of the Supplemental Agreement with Schlieren appear to call for any remarks. Remt .  
for the manufacture, of all metallight-weight 
coaches. 

DO. T h e  procedure followed generally for departing A Memorandum has been sub- NO EOlllIIlmtS. 
from the long-established rules regardtng the mitted. 
execution of works, contracts, and the pre- [See Appendix XXXIII.] 
paration of various documents, such as 
measurement books, etc. and justification 
for rates paid in the case of negotiated con- 
uacts, work orders etc. leaves much to be desir- 
ed. An emergency is no justification for such 
wholesale failure to record contemporarily 
the reasons and justification for what has been 
done. Where an established procedure is not 
followed in regard to the tenders etc., it is vital 
that the Department should ensure that there 
a c  adequate contemporary records and d m -  



19 Do. 

irOm which coriccmcss of the acdm 
of the Executive authority can either be estab- 
lished or disapproved ; otherwise the risk of 
malpractices and- losses to Government are 
obwoua. There may equally be the risk of 
OfSiam getting into difficulties and blame 
even though there may have been no actual 
b s s  or maipraaia. 

Govefnmmt should take adequate steps to 
prescribe a comprehensive procedure which 
uhould be followed in cases in which a stria 
adherence to the normal rules may not be 
wholly practicable. 

The Railway Board should furnish a compre- 
hensive Memorandum on the economy effected 
by regrouping of Railways at the time the 
Committee take up consideration of the 
Railway Accounts relating to the next year. 

The Railway Board should discuss the question 
of separation of Financial and Accounts func- 
tions on the Railways especially the position 
of the Financial Adviser and Chief Accounts 
Ofiicer in the integrated set-u of Finance and 
Account with the ~ornptroger and Auditor 
General of India and thereafter submit to the 
Committee a comprehensive Memorandum 
at the time they next take up examination (of 
the Railway Accounts. 

The Minispy of Production should arrive at a 
dcaslon about the ownership as well as 

mpneeement of the Railway Collieries ns their 
waivering policy is likely to dect  

considerably the econormcnl and efficient 
m~nsgancat and working of these co1LiUies 

A Memorandum has been sub- See Para 83 of the Report. 
miaed. 
[See ~ p ~ e n d i x  XXII.] 

A Memorandum has been sub- Nocornments. 
rnitted. 
[See Appendix XXXIV]. 

The Minisay of Production have No commqlts. 
stated as follows : 

"The ownership as well as 
ment of the Railway Cdherra, 
has been taken over by the 
Minis? of Productipn w.e.f. 
1-4-54. 



The Ministry of Railways have 
stated as under : 

21 Labow The W d t r y  of L a h r  should bring forth a 
meamre to amend the Payment of Wages Act 

Railways during the next session of Parliament as any 
delay involved in the amendment of the exist- 

'sions of the Act is likely to accumulate 2%'- er the outstanding debits against the 
station staff and it will not be possible to effect 
the recoveries when they become very old. 

"From 1-4-54 the management and 
ownership of Railway Collieries 
vest in the Ministry of Produc- 
tion." 

Ministry of Labour have stated as 
follows:- 

"The n atter has been taken up 
with the Ministry of Railways." 

Ministry of Railways have stated as 
follows : Further report should be 

<'The matter is under examination." submitted to the Com- 
mittee. 

22 Railways. Action taken against the 0-r responsible for A Memorandum is submitted. See Para 84 of this Report. 
referring the two cases reported in para 19 of (See Appendix XXIII). 
the Railway Audit Report, 1951 in respect of 
which the contractors had signed claim' 
certificates sho@d be reported to the <=om- 
mlttee. 

23 Do. The Committee feel that the act of conveying A Memorandum has been submit- NO COmmCntk 
mere displeasure to the Officers through whme ted to the committee. * . negligence the loss of story had been caused 
on the Locomotive Budding Works Project, 
b d x a p u a  did not constitute an adequate 
punishment. They have taken this view 
after ' considering all the facts and circum- 
stances of the case now mentioned by the 
W p  Boad a y i  regret to observe that jn 
spite of this deasion, the Board have a w n  
rcitaated the old position that m e  d n g  
was aa&bt and have not b m e t  out  an^ 
pdditiona! f e s  in support of thqr contentton, 



If there arcany f~cn and repsons with tht -1- - 
way Boerd )o.juttify the- afthis 
ltlllent pmshmcnt, these should be com- 
municated to the Cmnmittcc. 

Ekventh Rcpmt (on Hirakud Dam RqoJect) 

3 Irrigation& The Committee do not see why the Railway The Ministry of Railways have The Committee await 
Power Depmmtnt should not be debited their stated as below: further commcllts from 

share of the cost of the bridge forthwith. c'The %atter is under considera- the Ministries of Irri- 
Railways. The question of appornoment of the ex- tion. gation and Power and 

penditure incurred on the consnuction of the The Ministry of Imgadon and RaiJways. 
Mahanrdi Bridge between the respective Power have stated as below: 
Ministries should be carehlly gone into in "The ,,matter is under considera- 
consultation with the Gomptroller and Auditor tion. - 
General of India and an agreed set t lem~t  
adved at. The Committee should be In- 
formed, in due course, of the action taken in 
the matter. 

The Committee would, however, suggest that no -W 
part of this expenditure should be debited to OI 

the Hirakud Dam Project either by way of its 
share of the construction cost or of interest 
on the capital outlay thereon. 

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



s d  dthe main Concfwi~/ReeOmmendati~~~ ofthe Thirteenth R e p v  ofthe Public Accounts ComnnOmmttree on the Appro- 
Qnpnation Accounts (Posts and Telegraphs) and (Railways), 1951-52 and 1952-53.. 

-NO. M i o r  De- 
No. of the partment con- 

Report cerned 

I 8 P. & T. Depart- The excesses over voted grants and charged appropriation pointed out in this - may 
ment . be regularised by Parliament in the manner prescribed in Article 115 of the COnsti- 

tution. The Committee would also, in this connection, draw the attenti? of the 
P..& T. Department to the recommendations made by thqn in para 38 qf thew Tenth - Report and impress upon them the desir'ability of keeping expendture wthm the bud- 
get provision made in that behalf and obtaioing funds, whenever required, in time 
in the consitutional manner to avoid excesses as these are unauthorised. 

Do. (a] Energetic action should be taken by the P. & T. Deparunent to impress upon all the 
Officers concerned the need for closer estimating. 

(3 The incurring of expenditure without a grant to cover it is a grave eegularity which - 
derogates from the efficiency of Parliamentary control oyer expendture. 



P. & T. Depart- 
Jnent. 

Do. . 

P. & T. Depart- 
ment. 

Home AflFaii. 

P. &. T. Depart- 
ment. 

Under the rules, no work can be commenced unless funds have been provided. The 
present practice of executing works without funds by the P. & T. Department is most 
unsatisfactory as it wh$xles away Parliamentary control. 

The Committee hope that the P. & T. Departmat would take necessary steps to avoid 
repetition of irregularities of the kind pointed out in Para 120) of the Audit Repm 
(P- & T-1, 1954. 

It  is needless to emphasise the importance of accurate initial accounts and their 
exepditious compilation for proper exercise of budgetary control by the spend& 
Departments. The initialaccounts ofthe P. & T. Department (especially the Works 
Accounts) which were not accurate and had not been kept up-to-date, should be put 
on a satisfactory footing. 

! 
The existing procedure for the disposal of disciplinaty cases, which requires that in 

every case where a criminal act is in question the departmental proceedings should 
be held up pending the results of the criminal prosecution, needs revision as it leads 
to delays which help the delinquent officials to escape punishment. 

I 

In view of the judgment of the Supreme Court in the case, 'S.A. Venkataraman Vs. i 
the Union of India and Another' (1954) that the departmental proceediqgs may be 
completed and appropriate penalties under the Service Rules may be awarded 
and thereafter the Govfinment servant can be properly prosecuted in a criminal mut 
the Committee urge the Government to re-examine the matter with a view to amend- 
ing the existing rules so as to enable them to take suitable departmental action against 
their employees in cases of irregularities committed by them without having wait 
for the outcome of any prosecution that may be launched in a regular court. If the 
rules were so amended, the Committee feel, there would not be any scope for the type 
of cases mentioned in Para 16 of Audit Rcport (P. & T-), 1953. 

(r> In the case referred to in Para 18 of Audit Report (P. & T.), 1953, the Committee arc 
constrained to observe that the renting of the two buildings muth ahead of the final 
decision about the demolition of the existing building and fixisg a definite date for 





8 20 P.&T. 
Department 

The impression in the miad of the Committee is that the sigdicant amendment -de 
by the then Dinaor of Administration and C b o d b a t h .  

The Comlpittee wish that a grater sense of urgency and reality would p r e d k  the 
Ministry in investigating irregularities. 

The Committee do not see why work orders should be kept open for long periods in the 
P. & T. Workshops, Nipore. In order to ensure detection of irregular allocation of 
expenditure between work orders [as in the case referred to in Para 20 of the Audit 
Report (P. & T.), 19531 the Committee suggest that bulk orders on workshops should be 
split up into smaller items, which would enable the respecthe work orders being closed 
at the end of each half year and the correct position assessed at more frequent intervals 
than is possible under the existing arrangements. 

. No method of checking up of employees or of preventing waste in materials, whether 
intentional or accidental, tan be carried out without an effective cost system providing 
for the comparison bet- the limits fixed in respect of labour aod materials for each 
item of work with the actual performance. The P. & T. Department should consider 
the desirability of introducing such a cost accounting system in the P. & T. Workshops, 
which may vary according to local requirements but the essential feature of which 
should be the estimating, in advance, of the time that should be spent and the materials 
that should be used and a systematic comparison of the results of actual performance 
with such estimates. 

No assessment is possible from the Manufacture and Suspense Account (1951-52) of 
the Alipore Workshops (which merely givcs the amount of stores consumed, the cost of 
labour and articles manufactured) as to the extent to which the output is cornmemurate 
with the expenditure incurred. There is no doubt that if proper steps are takm to 
rationdise and streamline the Organisation, the output could be increased by over 
30%. As it is, the Committee have to express their displeasure oler the conditicns 
prevailing in the P. & T. Workshops, Alipore md in the methods of accounting adopted 
there at present. 



Do. . In the view of the Committee, the warning issued to the Oflicer in the case referred to 
in Para 26 (a) of the Audit Report (P. & T.), 1954 is not a sufficiently deterrent 
penalty. 

The Committee would urge that cases involving a flagrant evasicn oi the prescribed - financial and accounting rules should be severly dealt with. 

a2 27 Do. . The Committee should like to know why it has not been possible for the P. & T. Depart- 
ment to work within the ceiling limits of the Stock balances fixed for the various cate- 
gories of stores. 

The Committee wodd urge upon the Government the desirability of taking an early 
decision on the Report of Messrs. IBCONS (a Swiss firm of Experts) regarding the 
fixation of suitable limits of stores balances submitted to Government in 1952 so as - 
to avoid injudicious locking up of capital and losses due to deterioration of stores, ndt 
to speak of the larger establishment and godown space required to deal with such ex- 
cessive qliantities of stores. 

The Committee would like to repeat the note of caution sounded by them already in Para 
25 of their Fifth Report, namely, that the maintenance of excessive stocks involved 
the tax-payer in a twofold loss oriz., firstly, loss of interest on the capital unneces9arily 
locked up, and secondly, loss arisirg from the stores becoming obsolete and d e a -  
ble or disposable only at a rate lower than the cost price. 

The Committee had desired the P.&T. Department to examine the desirability of adopt- 
ing the stores system existing on the Railways with suitable modification to suit their 
set-up but so far they have not been informed of the decision taken by tbe Depart- 
ment. The P. & T. Dejxutment should expedite the matter which is already more than 
tdto years old. 



28 (i) 

28 (ii) 

P. & T. The Committee hope that the results of an all-out effort made by the P. & T. Depart- 
Department ment to complete reconciliation of numerical balances in the priced ledger cards with 

depot balances would be reflected in the next year's Audit Report. 
The 'cmmer stone' of the entire structure of stores-accounting is proper mainteaaace of 
the numerical and priced ledgers. 

Do. The P. & T. Department should submit to the Committee a further report o the progress 
made in the reconciliation of the remaining discrepancies in the stores & ces found 
during the over-all stock verification of stores as commented upon in Para 49 oftheir 
Tenth Report and also the action initiated by them to fix the responsibility and to take 
suitable action against the officials responsible for these discrepancies. 

Do. The P. & T. Department should furnish the Committee with information called for 
by them on points arising from Para 27 of Audit Rep~rt (P. & T.), 1954-fi~cutiOll of 
the Telephone Expansion Project in the Bombay Telephone District-much in advance 
of the time when they take up examination of the next year's Audit Report. u 

Do. (i) The Committee suggest that the P. & T. Department should devise some machinery 8 
not only to enforce recoveries of the outstanding telephone revenue bills but also to 
arrest their further increase. 

(ii) The information called for by the Committee about the latest position of outstandings 
on 31-12-54 etc. should be expedited. 

Do. The Committee would emphasise the desirability of arriving at on early decision on the 
' J. J. Committee Report', which has been outstanding for about a decade or so. 

Do; The Committee would press for an early decision on the recommendation k d e  by them 
in Para 53 of their Tenth Report that with a view to regulate the working of the Postal 
Life Insurance Fund on proper commercial lines the P. & T. Deparment should either 
put an Insurance Expert as the head of the P.L.I. Organisation or run it as a Corpora- 
tion constituted under an Act of Parliament. 

Y . & T .  The Committee attach great importanceto the expeditious disposal of all disciplhpry 
Department. - cases.. The Committee are surprised that although a period of mow than I+ years had 

elapsed since they last examined the P. 81 T. Department on the case commentes 



upon in Para 47 of their Tenth Report, the Department have not as yet been able to 
arrive at any decision. This should be expedited. 

39 Po. It is inexplicable why it should have taken two years or so for the U.P.S.C. to give their 
recommendations in the case commented upon in Para. 30 of the Fifth Report of the 
P.A.C. The Committee would like to be informed if the Ministry of Commuaica- 
tions have urged upon the U.P;S.C. the urgency of this matter, and suggest that thb 
long out-standing question should be settled by personal discussicn. 

RAILWAYS 

45 Railways The Committee recommend that the excesses over voted grants and charged appropria- 
tion pointed out in this para be regularised by Parliament in the manner prescribed in 
Article 115 of the Constitution. 

3 

47 Do. The Committee would watch the results of the measures taken by the W w a y  Board 
as a result of the recommendations made in b r a  13 of their Tenth Report towards im- 
provement in the standard of budgeting and control of expenditure on the Railways. 

49 - Do. In view of the high proportion of establishment costs add the fact that a great majority 
of the staff have opted for the grant of Dearness Allowance in cash, the Railway 
Board should earnestly consider the question of winding up, without incurfing any 
further losses, the Grainshops Organisation. 

A. The Committee are doubtful whether the provisions of the existing clause 5 (v) of the 
G. First Schedule to the contract entered into by the Railway Baard with TELCO for 

manufacture and sale of locomotive boilers and locomotives required by Govemm~m 
could be invoked for recouping the excess payments already made to TELCOcn aaotm8 
of the inclusion of initial and additional normal depreciation in the cost of proddm of 





Do. 

Do. 

the agreement, and if so, to what extent. The investigation should also includethe 
apportionment of idle time of the machines among the various accourts. 

The Committee were perturbed to note from the Railway Board's *Memorandum that 
owing to rhe delay in the manufacture of boilers and locomotives, higher prices had 
to be paid by Government. The Railway Board should assess the magnitude of the 
loss and inform the Committee of the steps proposed to be taken to recover the loss - 
from the Company. 

The Committee note the considerations urged by the Railway Board for Gov-ent 
not taking over TELCO and welcome the assurance given by the Anancia1 Commis- 
sioner Railways that the building up of price from estimates of labour, materials and g 
overheads will be checked by the appropriatp experts, which was the surest way of 
arriving at ademonstrably fair and reasonable price. Tke Committee would like 
to watch the future development in this case before coming to any conclusions. . 

Without commenting in the wisdom of diverting a part of the installed capacity for pur- 
poses other than those for which it was intended, the Committee would draw attention 
to the fact that this diversion of capacity has retarded the attaioment of self-sufficiency 
in the matter of manufacture of locomotives and boilers for the Indian Railways 

The Committee should like to know who were the officers responsible in the Railway 
Board for not pursuing the caserelating to the purchase of oil tank wagons, referred 
to in Para 26 of the Audit Report, 1953 and finding out from the I.S.M., Washington 
what action had been taken by them in claimingrekate from the Canadianfirm on account 
of the late delivery of the wagons. The Committee should also like to know what 
action the Railway Board propose to take against them for the loss caused to the 
Exchequer through their contributory negligence. 
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The Railway Board should re-examine this case and take action against the officers . 
responsible for helping the Engineer to escape. 

The Rdhvay Board should issue instructions to a11 the Raikay Administrations that 
the Code rbles which require that provisional payments should be made only in ~ 3 3 '  
exceptional cases and that such payments should not exceed a fericd of 3 months, 
should be strictly adhered to by them. 

The Railway Board should issue cleat instructicns for the strict adherence ty 
Railway Administrations of the presaited procedure for the calling of tenders. 

The Railway Board should review the procedure with respect to the sak of J &;Ikr 
without inviting quotations etc. and submit a note'to the Committee stathg 3 b  

. measures adopted or proposed to t e  adopted to prevent any abuse lief 

vested in the subordinate authorities in this kehalf. 
1 .  

The RailWy Board should pay unremitting attention toaards t h e  p&gicr+iv6 advp $ tion in the accumulalion of ' surpluse stores' and 'scrzp', the balance in stock of 
which is still on the high side. The Committee h ~ e  thet thenhrt y&S Audit 
report will present a tetter picture in this behalf. , . . f a  , 

1 : 
AS soon as a decision is reached on the question relating to ex-post-fa& 'sw~&kh by 

competent authority for regularisation of exreriditwe idcurred dithout' proper 
tion thc Railway Board should take necessary s t e p  to regutarise the ~ m u t b ' d  
expenditure in the case referred to in Para 18 of the Audit Report, r054! .' I 

. I  r 1  1 .'. . &  

The Railway Board should examine whether the sum of 217,000 Swiss Francs if not 
reimbursable to the Governmeht of India by the Swiss Firm Scblierq in.yiew of t& 
fact that the Swiss Government had discontinued the Ie of export &sb flh 7 October, 1949 and the exports to India did not materialise ti1 1951. 

The Railway Board should examine and sut mit a note to the Committee on the jusri- 
fiability of the payment of the sum of 117,363 Swiss Flames having been 





be made t6 Sch fier ert on account of the Bankcts' cleadng fees which shorrtd net 
be included ih the cost of graductbn or ' firm price'. 

f 

81 Do. The Committee regard the ex lanations given by the Railway b a r d  for not taking 
blsiplhary action y.ht tL Ofkern wtipoojbk in their CXke, for the delay 
in the disposal of the case, comnaemed in Pam 19 of their T a b  Repun, 
as unsatisfactory and exprees their d sphsun over the m r  in wbkh tha b a d  
have handled this case. On the Board's mn adani~sion, there was acrortj. r de 2 of 8 months in their office after the case became ripe for decision, whi 
does nut reffed we11 on the working of the Baud. The Railway Board should 
re-emmine the case and take discipllanry action @s&n Ihr ptm~&~ at f W .  

81 B. TtYCoamrYtcevould like to h a w  the & t . ~ l l g t r & t  t k  Tflasgmaaiaa a 
(Commercial in the case commented upon in Para 21 of their Tenth Report. u, 

83 Do. ' The Cammittee shouldl fit to mtch further d t s  a the fmmr of acwonzy esrcasd 
by the regrouping of Re hays .  They at thc ~ I H C  W& tbW & 
Railwtty Borvd should evdve see method by wbich to segregate the ti- 
effect, if any that may have arisen out of the regmuring. 




