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I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Thirty-seventh 
Report (Fifth Lok Sabha) on Paragraphs relating to the Ministry 
of Irrigation and Power incIuded in the Report of the Comptroller 
and Auditor General of India for the year 1969-70, Central Govern- 
ment (Civil) and Paragraphs relating to the Bhakra Dam Admini- 
stration and the Beas Project included in the Government of Punjab 
Audit Report, 1968. 

2. The Report of the Comptroller and Auditor General of India 
for the year 1969-70, Central Government (Civil) was laid on the 
Table of the House on the 22nd June, 1971. 

3. The Bhakra and Beas Projects have been brought under 
separate independent Boards, Bhakra Management Board and Beas 
construction Board respectively, with effect from 1st October, 1967, 
working directly under Central Government. The Paragraphs re- 
lating to these Projects included in the Government of Punjab 
Audit Report, 1968 which had not been examined by the Punjab 
Public Accounts Committee had, therefore, been transferred to this 
Committee. The Committee decided at their sitting held on the 6th 
July, 1971 that these paragraphs might be examined by them. 

4. The Committee examined the paragraphs relating to the Mini- 
stry of Irrigation and Power and Bhakra Dam Administration and 
Beas Projects at their sittings held on the 25th and 26th August, 1971 
(FN). The Committee considered and finalised this Report at their 
sitting held on the 12th April, 1972. Minutes of the sittings from 
Part 11* of the Report. 

5. A statement showing the summary of the main conclusions/re- 
commendations of the Committee is appended to the Report ( A p  
pendix XII). For facility of reference these have been printed, in 
thick type in the body of the Report. 

6. The Committee place on record appreciation of the assistance 
rendered to them in the examination of these Paragraphs by the 
Comptroller and Auditor General of India. 

*Not printed (one cyclostyled mpy laid on the Table of the :House and five copie 
p l ~ s d  in the purhamen~ Ltbrary. 
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7. The Committee would also like to express their thanks to the 
officers of the Ministry of Irrigation and Power for the cooperation 
extended by them in giving information to the Committee. 

NEW DEW; ERA SEZHIYAN, 

Chaitra 23, 1894 (S). Public Accounts Committee. 



MINISTBY OF IBBIGATION AND POWER 
I 

DELHI ADMINISTRATION 
Ahcation of expenditure on a drainage scheme 

Audit ParagVaph 
1.1. The Najafgarh Drainage Scheme in Delhi was undertaken in 

Y.959 as a flood control measure to be executed $I three phases. The 
&st phase envisaged immediate relief by desilting, removal of humps, 
etc., the second phase was to afford substantial interim relief by dee- 
pening and widening of the drain and the third phase was to give 
complete relief by draining away water with@ 3 to 4 days after 
lainfall. 

1.2. After completion of the first phase in 1959 cat a cost of Rs. 4.53 
iakhs, the second phase, estimated to cost Rs. 79.20 lakhs, was taken 
up  in 1959-60 for completion by June, 1962. Work on the second 
phase, however, continued when in 1964 Delhi faced heavy floods 
which caused damage to property of about Rs. 185 lakhs in the Union 
Territory. 

1.3. In July, 1963, the scope of the second phase of the scheme was 
considerably widened by increasing the discharge capacity of the 
drain from 900 cusecs to 3,000 cusecs. The original estimate of ex- 
genditure was consequently revised from Rs. 79.20 lakhs to Rs. 236.00 
lakhs. The increase in the estimate was on account of (i) increase 
i n  cost of material, labour, larger leads, (ii) increase in cost of h d  
acquisition, (iii) unprecedented floods in 1W which necessitated 
emergmcy works, (iv) increase in the capacity of the drain through- 
out its length and (v) additional works found necessary to prevent 
water contamination of Delhi Water Supply. 

1.4. The work on phase I1 was completed in 1968-69 at a cost of 
Rs. 243.30 lakhs. 

1.5. The Delhi Municipal Corporation which was one of the bene- 
dciaries of the scheme havipg expressed its inability to meet its share 
of the cost without corresponding grant-in-aid from the Government 
of India, the Ministry of ~ G a n c e  agreed in August, 1962 to bear the 
Corporation's share of Rs. 24.00 lakhs (subsequently raised to 
Rs. 04.97 lakhs after widening of the scope of phase II). 

1.8. Gover~unent of Harya.na was also a beneficiary of the acheme. 
Qn the basis that 8,800 acres of h d  in Delhi would get relief as 



against 3,200 acres in Haryana (the ratio being 73:27) the share of 
Haryana was fixed in 1961 at Rs. 10.96 lakhs. In September, 1962, the 
Ministry of Irrigation and Power informed the Chid Engipeer, 
C.P.W.D. (who then was executing the work) that the share of 
Haryana would not exceed Rs. 11 'lakhs irrespective of any further 
increase in the cost of the scheme. In February, 1968, the Chief 
Engineer (Flood Cwtrol) (who then was executing the work) of 
Delhi Administration pointed out to the Administration that t h e  
above basis of allocation of cost was not correct and that instead t h e  
distribution should be according to the catchment area which was 
responsible for bringing flood waters into the Najafgarh Jheel. I n  
support, the Chief Engineer pointed out that this principle was al- 
ready being ap9lied to the discharge of Mangeshpur drain lying in 
Delhi and Haryana territories. Of the total catchment area of 279 sq. 
miles of the Najafgarh Jheel 151 sq. miles lay in Haryana and 128 
sq. miles in Delhi giving the ratio of 46:54 against the original r a t h  of 
73:27 for Delhi and Haryana respectively for allocation of cost. The 
share of Haryana on this principle worked out to Rs. 131.38 lakhs 
after widening of the scope of Phase 11. Even according to the ori- 
ginal ratio of 73:27 the share of Haryana would be Rs. 65.69 lakhs  

1.7. Goveqnment of Haryana has, however, refused to accept a n y  
liability over and above the original estimate of Rs. 11 lakhs. Even 
the amount of Rs. 11 lakhs originally allocated to that State has not 
been paid (November, 1970). 

1.8. The allocation of the cost of phase 111, work on which com- 
menced in 1965-66 and the estimated outlay of which is Rs. 232.0T 
lakhs, has not yet (July, 1970) been decided. The expenditure aI- 
ready incurred upto March, 1970 and borne by the Ministry is 
Rs. 167.16 lakhs. 

1.9. Government stated in November, 1970 that "the question of 
sharing the cost is still under consideration the Central Water an& 
Power Commission. This question is also to be discussed in the next 
meeting of the Flood Control Board for Delhi and adjoining areas. 
Recoveries will be made as soon as the question of allocation is de- 
cided". 

[Paragraph 33, Report of the C & AG for the year 1969-701 

(i) Deky in execution of phase I1 of the scheme. 

1.10. According to the Audit para, the second phase of the work 
was taken up in 1959-60 for completion by June, 1962. It was not, 
however, completed by the target date. Asked to explain tbe delay, 
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the Chief a g i n e e r  (Floods), Delhi Administration stated: "The posi- 
tion is like this. This drain at a cost of Rs. 79 lakhs was being exe- 
cuted by the Centnal P.W.D. Then, manual labour was not available 
and machines had to be arranged for. Three machines were arrang- 
ed j,n 1960 and the other five were arranged in 1962. Even then w e  
found that we could not cope up with the work so the help of the 
Punjab Government had to be obtained for deploying of six or seven 
machines in 1965. Even then, progress had not been achieved up to 
the desired level and the Delhi Admipistpation had to create a Flood 
Control Wing to tackle it rather than depend on the Punjab Irriga- 
tion Department for carrying out the work. So far as the question 
relates to the cause of delay, it is because of the difficult nature of 
the work. It  required equipment. So we had to go to Punjab to loan 
us the equipment. Land acquisition also took some time. I t  is a 
city area and land verification becomes more difficult than in normal 
rural acquisition." 

1.11. The witness added: "The Punjab Department of Irrigation 
was doing this work for Delhi Administration. Delhi Administration 
was not organised a t  that time for execution of this work. They 
had promised to give certain items of equipments which they could 
not deliver because of the other commitments and therefore there 
was a time-lag in execution of the work." 

1.12. Subsequently in a note, the Mjnistry intimated: "When the 
work on Stage I1 of the Scheme was taken up in 1959-60, the quan- 
tity of earth work had been estimated at  about 594 lakh c.f.t. The 
target date of completion had been fixed as June, 1962. Bulk of the 
quantity of earth work had to be done under water in which sullage 
was also flowing. The work by manual labour could not ~ roceed  
with the desired speed on account of the working c ~ d i t i o n  and, 
therefore, earth moving machine had to be obtained. It  was possible 
to get 3 draglines of 314 c.u.y. capacity by December, 1960. Another 
5 Nos. draglines of 1.) c.u.y. capacity were received in May, 1963. Till 
October, 1963, about 300 lakh c.ft. out of 594 c. ft. of earth work was. 
carried out. 

Subsequqntly, the work was transferred to the Punjab Irrigation 
Department in October, 1963, who were in a position to deploy more 
equipment for the work. It  was possible to improve the progress 
and the balance quantity of 300 lakh c.ft. was completed by May, 

,1964 within the revised target date. 

In November, 1964, the scope of the Stage I1 was increased a n d  
an additional 873 lakh c.ft. of earth work was to be done on this ac- 



count. The work was completed before the monsoon of 1067 with 
due expediency." 

1.13. The Committee desired to know the agencies through w h i z  
phase I1 of the scheme was executed, period for which each agency 
executed the scheme and the progress made by each agency against 
the targets fixed from time to time. The following information was 
furnished by the Ministry: 

Agency ofexeiution of Period Quantity of Target Actual quantity 
works excavation to fixed of excavation 

be done done. 

I. C.P.W.D. . . I 60 to 594 lakh c. ft. 30-6-62 162.5: hkh  c. ft. 
8ct. 63 revised to upto Junc ,~  62. 

30-6-64 297.6 fakh 
c. ft. Oct. 63. 

2. Punjab Irrigation Oct. 63 to (594-297. 6 ) June, 1964. 310 lakh c. ft. 
Deptt. May'64 lakh c ft. or upto May, 1964 

about 300 1akh 
c.f.t. 

May'&l to S.copeof work No speci - 370 lakh c. ft. 
Sept. 1965 maeased In fied date upto Sept. 65. 

N o v . ~ .  Ap- was fixed. 
prox. addl. 

uantity bem 
%out goo lad? 

c.ft. 

3. Flood Control Wing, Since Oct. About 500 lakh Do. The balance 
Delhi Admn. 1965 c. ft. work of joo 

lakh c. ft '. was 
completed by 
June, 1967. 

(ii) Change oj  scope of Phase 11 of the scheme. 

1.14. As regards widening the scope of the second phase of the 
scheme by increasing the discharge capacity of the drain from 900 
cusecs to 3,000 cusecs, the witness deposed: "The 3,000 cusecs capa- 
city was available to the city reach. The upper reach was 900 cusecs 
and it flooded most of the area. In 1962 we had more waters corninn 
in from Haryana Dassa Bqnd point which also flooded Najafgarh 
area and to de-water that the upper reach was also proposed to be 
of 3,000 cusecs." He clarified: "Ultimately, 3,000 would be required 
in  the upper reaches. In 1964, it was decided that it should be done 
earlier than the development of the Master Plan." 

1.15. According to the Audit para, the scope of the second phase 
of the scheme was widened in July, 1963, whereas the Secretary, 



Ministry of Irrigation and Power, claimed during evidence that the 
heavy flood in 1964 was the most important factor for revising the 
scheme upward. In o note, the Ministry confirmed that the decision 
to change the scope was taken at the Inter-State meeting held in 
November, 1964. 

1.16. I,n a note, the Ministry explained, as required by the Com- 
mittee, how the discharge capacity of 3,000 cusecs could not he con- 
templated in 1959 when the work was taken up. 

"In the Reddy Committee Report, the discharge capacity in the 
upper reaches of the N,ajafgarh drain had been estimated as about 
450 cs. This was based on office studies of Survey of India t o p  
sheets. The catchment area contributing to the inflows into the 
Najafgarh Jheel had then been computed as 432 sq. miles. In 
195860, detailed Aeld surveys and investigations were carried out. 
Detailed studies were also made with the data of rainfall and levels 
of Najafgarh lake observed till then and the topography of the area. 
These studies brought out that the capacity of 450 cs. from Kakraula 
to Daryanala would not be adequate to give the desired interim re- 
lief in the Jheel area. It was estimated that the capacity required 
would be 900 cs." 

"In 1964, there was heavy rainfall in the catchment of Najafgarh 
drain and the contiguous areas of Haryana and Rajasthan. Conse- 
quently, there was considerable inflow from the Sahibi rivet. Such 
heavy inflow has not been experienced in the past. The level in 
Najafgarh Jheel rose to all time record of 695.6 submerging an area 
of about 60,000 acres!' 

"A Committee of Technical Experts (Motiram Committee) was 
appointed by the Government of India to study the situation arising 
out of the 1964 floods and the measures required to provide relief 
from the drainage congestion This Committee made detailed nydro- 
logical studies and came to the conclusion that the capacity of the 
Najlafgarh drain between Kakraula and Darygnala shoula be inweas- 
ed from g00 cs. to 3,000 cs. for bringing down the level of Pu'ajafgarh 
Jheel to 686 after the monsoon to enable Rabi cultivation in the 
marginal area of the lake. This conclusion of the Committee was 
accepted and Stage II of the *me was modified accordmgly. It 
wcts col ls l idd that with the developmW in the upper reaches, the 
c h m  of flow8 as exper iend  in 1964, would be frequent and that 
the increase t.1 capacity as recommended by the Committee was 
.essential." 



1.17. Asked to indicate the value of work done upto the tiate when 
the scope was expanded and the value of work rendered infructuobs 
consequent on the increase in the discharge capacity, the Ministry 
intimated that the appr~xim~ate total expenditure on the scheme till 
then was Rs. 90 lakhs and that there was no work which was render- 
ed infructuous as a result of increase in the scope as the additional 
capacity of the drain was to be provided by widening and deepening 
of the drain already complete. 

1.18. The emergency works which had to be undertaken due t o  
floods in 1964 and the cost thereof are indicated below as furnished 
by the Ministry:- 

(a: Closing of tbe breaches in the Dhansa Bund . . Cost Rs. 4 .zg lakhs 

:b) Removal ohrtructions in the,bed nf the Najafgarh 
drain under some bridges . . . . . C ~ s t  Rs. 4,000 

(iii) Apportionment of cost of work between the beneficiaries. 
1.19. The final cost of Phase I1 of the scheme was Rs. 242.30 lakhs 

upto March, 1971 as against the cost of Rs. 79.2 lakhs estimated i n  
1%0. The share of Haryana State was, however, fixed in 1962 as 
Rs. 11 lakhs irrespective of any further increase in cost. The Com- 
mittee wanted to know the basis for restricting the share of Haryana 
to Rs. 11 lakhs. The Ministry had the following to state in a note:- 

"The Najafgarh Drainage Scheme Stage I1 was sanctioned in 
1960. The total cost of the scheme was Rs. 79.2 lakhr; out of which 
the cost to be borne by the other agencies such as, Railways, Traps- 
port Ministry and Delhi Municipal Corporation etc. was worked out 
as Rs. 30 lakhs. The balance cost of Rs. 49.29 lakhs was for the work 
which were to relieve drainage congestion in a total of 14,100 acres 
of rural area of which 3,200 acres was in Punjab ,and the balance in 
Delhi. I t  was proposed to allocate the cost on the basis of the areas 
relieved from drainage congestion and on this basis the cost allo- 
cable to Punjab worked out to Rs. 10.96 lakhs." 

"This allocation was discussed a t  the meetings of the Delhi Flood 
Coordination Committee in 1961 and 1962. At these meetings, the 
~epresentative of Punjab had stated that they had prepared an alter- 
native scheme for relieving the drainage congestim in the areas pro- 
posed to be served by the Najafgarh Drainage Scheme Stage TI and 
that this scheme would be more ecnomical and beneficial to Punjab. 
Further, he  had expressed doubts about the area of 3,200 acres which 
had been estimated as the benefit to Punjab while allocating the 
cost. He had also apprenhqnded that the cost of the scheme was 



. likely.to go up considerably and as such had stated that the Punjab 
Government did not want to make any commitment regarding the 
payment of proportionate cost." 

"During the discussions, it had beep pointed out by the Ministry 
.of Irrigation and Power that the Phase I1 scheme had been drawn 
up on the basis of the recommendations of Reddy Committee which 
had considered all the factors and had also associated the Punjab 
Engineers with the decision. The Punjab representative had, 
therefore, been urged to accept the share of R s  1096 lakhs allocated 
to their State." 

"At the meeting, the apprehension of the Punjal: representative 
that the project cost was likely to go up had been considered ,and it 
had been agreed that the Punjab share of cost wotlld not exceed 
Rs. 11 lakhs, irrespective of any further increase in the cost of the 
scheme. After this meeting, the matter had been furlher consider- 
e.d by the Ministry of Irrigation and Power in consultation with the 
Ministry of Finance and the following orders regarding the alloca- 
tion of cost had been issued. 

'The Pupjab share of the cost of the Najefgarh Drainage 
Scheme Phase I1 would be proportionate to the areas i n  
Punjab that would benefit from the scheme. The amovnt 
of share would be determined by the CW R: PC in cnnsul- 
tation with the Chie.f Engineer, Punjab and the Directoi 
(UT) CW & PC. The share of the Pur,jab Governn~ent 
would not exceed Rs. 11 lakhs irrespectiw of any further 
increase in the cost of the scheme'. 

"The area to  be benefited in Punjab by Stage I1 scheme had been 
-checked in CW & PC. This had indicated that the total benefit to 
Punjab would be as originally worked out and as such their share 
of the scheme was Rs. 11 lakhs." 

1.20. In reply to another query, the Ministry intimated that the 
amount of Rs. 11 lakhs had not been paid by the Haryana Gow-n- 
ment. I t  was further stated that in view of the increase in cost of 
Phase I1 of the scheme, the share of Harppa  had been worked out 
a s  Rs. 49.81 lakhs and that the State Government had been requested 

a ion. to reconsider their stand and accept the revised alloc t' 

1.21. During evidence the Comtpittee were infcrmed that "now 
Haryana is in no hurry to revise the scheme because the real victim 
af floods is the Delhi area and they feel the need of doing it imme- 



diately. And they could not wait till ITaryana comes for some agree- 
ment. That is the crux of the matter!' 

1.22. The estimated cost of Phase I11 of the scheme is Rs. 232 lakhs 
and the work is expected to be completed by March, 1972 Bs against 
the target date of March, 1971. The expenditure incurred npto the 
end of September, 1971 was Rs. 229.2 lakhs. The Ministry intimated 
that the cost was proposed to be allocated as Rs. 82.84 lakhs to be 
borne by Delhi and Rs. 149.25 lakhs to be borne by Waryana ahd that 
the Anal ahcat ion had not been decided. A note on the allocation 
of cost amongst the beneficiaries as furnished by the Ministry is re- 
produced at  Appendix I. 

1.23. Asked to state whether the beneficiaries concerned were 
consulted with specific reference to the alloctation of expenditure 
before expanding the scope of the second phase and undertaking the 
third phase of the scheme, the Ministry intimated: 

"It was decided to increase the sco-pe of the Phase I1 of Najafgarh 
Drainage Scheme from 900cs. Capacity to 3000 cusecs capacity 
between the Kahrola to Daryanala Junction at the Inter 
State meeting held on 27th November, 1964 in the wake of the seri- 
ous drainage congestion in the Najafgarh Jheel area. This meeting 
amongst others was attended by the Chief Minister and the Minister 
of Public Works Department, Punjab." 

"In regard to the sharing of cost of Phase 11. it had earlier been 
decided in 1962 that the sharing would be proportionate to the bene- 
fits in Punjab and Delhi and that the Punjab share would not exceed 
Rs. 11 lakhs irrespective of any further increase in the cost of the 
scheme. In view of this, no specific reference to Punjab was made 
before undertaking the expanded scope of works. However, when 
the revised estimate for Rs. 235.8 lakhs was approved by the Minis- 
try of Finance, they had suggested that action should be taken to al- 
locate the cost between the beneficiaries. The matter was accord- 
ingly taken up and is still under correspondence." 

"The work of Phase 111 was taken up in anticipation of the formal 
sanction to the scheme because of the urgency of works involved. 
After the estimate was received from the Delhi Administration, the 
allocation of cost was worked out by Central Water and Power Com- 
mission and was intimated to the beneficiaries for their acceptance. 
The matter is still under examination by Haryana." 

(iv) Execution of Inter-State dminuge schemes. 
1.24. In a note submitted in advance of evidence, the Ministry 

stated that no specific basis had been prescribed for allocation of 



Ihter-Stmtd Drainage sclmnea and that allocation of cost is determin- 
ed by mutual catlgent between the participating States based on 
t The general principles in allocating the cost of such schemes 
as intimated subsequently by the Ministry are as follows:- 

(i) the allocation is done B the ratio of cusec miles; 

(ii) the allocation is done in the ratio of the catchment areas 
where the catchments are of similar nature and the 
carrier drain is common; 

(iii) the allocation is done in the ratio of the benefits adtually 
derived by the beneficiaries. 

1.25. The Secretary, Ministry of Irrigation and Power, deposed 
during evidence: "There is no uniform system in India. So far, we 
have been trying to do our best in given circum~tances. The diffi- 
culty is that the parties down-stream which are affected by floods are 
in a hurry, while the parties upstream are not in a hurry. The 
parties down-stream will certainly suffer. There is no agency or 
authority which may implement and force the different States. This 
is a very wider question involving parliamentary legislation which 
has not been undertaken so far." 

1.26. The execution of Phase I1 of the Najafgarh Drainage Scheme 
leaves much to be desired. Commenced in 1959-60 and estimated to 
cost Ra 79.20 lakhs the work was expected to be completed by June, 
1962 Out of total quantity of 594 lakh cft. earth work to be done, 
only 162.5 lakh c.ft. representing a mere 27 per cent could be done 
by the target date. The main reasons for the stow progress were (i) 
starting the work without any earth moving miwhinery and (ii) 
delay in getting sufticient number of earth moving machineries sub- 
sequently when their need was realised. To what extent the work 
was proceeding a t  a slow pace can be judged from the fact that while 
300 lakh c.ft. of earth work was done in about 4 years between 
1959-60 to October, 1963, an equal quantity of remaining wcvk was 
done in 8 months between October, 1963 and May, 1964 with adequate 
earth moving machines. The Committee would like to know why 
the requirement bf earth moving machines was not contemplated 
initially as the work of such a magnitude bulk of which had to be 
done under water c'ould not obviously have been managed by manual 
labour alone. The Committee have reasons to apprehend that the 
late realisation of the need-for the machineryp to expedite the work 
would have resulted in acquiring more t h a ~  what was needed initial- 
ly. Incidentally the Committee flnd that there has been an inmaas 
in cost by Bs. 10 lakhs on account of the delay. 



1.27. The scope of Phase I1 of the sch- wae chRnged tn 168( by 
Increasing' the discharge capacity of the d r a b  Cron~ M cusecs to 
3000 cusees uniformally. The Committee are not convinced that this 
.could not have been done earlier as this capacity was abeady pro- 
vided for in the city reaches and the ultimate requirement of this 
.capacity in the upper reaches was also contemplated earlier. The 
Committee, therefore, feel that the scheme as origianlly conceivcd 
was not comprehensive enough to meet the future requlremcnts with 
the result that during 1964 Delhi faced heavy floods which caused 
wide-spread damages to property amounting to about Rs. 185 lakhs. 
The emergency works which had to be undertaken as a result thereof 
cost Rs. 4.39 lakhs. 

1.28. The Committee note that Government of Xlt~rynnlz who are 
m e  of the beneficiaries of the scheme have neither paid their share 
of cost of Phase II originally fixed as Rs. 11 lakhs nor accepted the 
revised share of Rs. 49.81 lakhs consequent on the incrcuse in the 
scope of the scheme. Thcir share in Phase I11 of die scheme is stat- 
e d  to have been provisionally fixed as Rs. 149.25 lakhs. The Com- 
mittee are of the opinion that the beneficiaries concerned should have 
been specifically consulted in enlarging the scope and financial impli- 
cations of the second Phase of the scheme and befare undertaking 
the third Phase. The Committee would like to know the settlement 
reached finally in this behalf and the principles followed in reaching 
the settlement. 

1.29. The Committee learn that there are n u  uniform rules re- 
garding allocation of cost of inter-State drainage schemes between the 
beneficiary States. In the Najafgarh scheme thc Committee find 
that while the cost of Phase I1 is ~oyght to be allocated on the basis 
of the area benefited, the cost of Phase 111 is to be allocated on the 
'basis of catchment area in the respective States. The Committee 
,desire that there should be some uniformity in this regard. 

1.30. Another factor to which the Committee would like to dram 
the attention of Government is the understandable reluctance of the 
States upstream to agree to share the financial burden of inter- 
State drainage Schemes. In view of the vital importance of thc 
drainage schemes as a flad control measure to save life and pro- 
perty, there should be some enforcing machinery so that executiou 
of necessary inter-State drainage scheme is not impeded or their 
progress inhibited on account .oE lack of agreement between the 
States to share the cost of non-reimbursement in time their agreed 
share of the cost to the Project authorities. 



&.tent of use of d m g h  

Audit Paragraph . . 

1.31. During 1966-67 to 1969-70 the Flood Control Wing of Delhi 
Adminiatration operated thirteen draglines (cost Rs. 58.40 lakhs) ibr- 
earthwork in resectioning and regrading of drains, rivers, etc., far 
f l ~ d  control purposes. Rs. 29.40 Iakhs were spent on their running, 
maintenance and overhaul during that period. Five of the draglines 
which were new were received during May to October, 1966 and the 
remaining eight were taken over from Punjab Government (which 
had bought them in 1962) alongwith the transfer of work in 1965. 
The machines have a life of 8 years with a total capacity of work fOr 
20,000 hours. After excluding the period during which one drag- 
lim was worked as crane from December, 1967 to March, 1970, the 
13 machines were capable of working for 1,24,000 (approximately) 
hours during the above-mentioned four years period. Actually, 
hawever, they worked for 61,000 hours only; the actual working 
hours have been progressively coming down (21,063 hours in 1966-67, 
15,358 hours in 1967-68, 15,466 hours in 1968-69 and 9,113 hours 
in 1969-70). 

1.32 Five of the machines were worked for one shift only from 
December, 1967 onwards, while the rest were worked for two shifts. 
Each shift is of 8 hours out of which 2 hmrs are allowed for trans- 
portation of staff at the beginning and at the end of the shift to the 
site of work and back and one hour is allwed for lunch break and 
servicing. Ruring the four years 27,396 hours were lost owing to 
major break-downs. The Ministry stated (November, 1970) that it 
was not possible to operate the machines during rainy season and 
that "the period generally available for working the draglines is 
only from 15th November to 15th June and in comparatively wet 
years, as in the year 1967, this period is further reduced by about a 
month or 901". Thus the machines work (in Delhi area) generally 
for 7 months only in a year. The staff for operating the draglines 
were engaged for the full year. The annual expenditure on their 
&y and allowances was about Rs. 2.57 l a m .  

(Paragraph 69 of the C&AG's Report, 1969-703 

- 7 -  , . - . ,- . (I) Requirement of drpg1iw 

1.33 The total quantity of earth work estimated to be done in 
Najafgarh drainage scheme on which the draglines mentioned in the 
Audit para were employed, the period during which the wgrl! wa3 



expected to be completed ' and the actual date of completion were 
intimated by the Ministry as follows: 

"The total estimated quantity of earth work in Najafgarh drain- 
age scheme Phase I1 for a discharge of 900 cs. was 594 lakh c.ft. 
When the scheme was subsequently revised, to carry a discharge of> 
3,000 cs., the total v ~ ~ l u m e  of earth work was estimated as 1,354 lakh 
c.ft. The total quantity of earth work in Najafgarh drainage scheme, 
Phase 111 is 1,527 lakh c.ft." 

"The.work on the Najafgarh P h a s ~  11 for a discharge of 900 cs. 
was started in 1959-60. It  was envisaged that the scheme as revised 
for a discharge of 3,000 cs. would be completed bf the end of March, 
1M7. The work was actually completed in November, 1967." 

"The target date of complt4.ion for Phase 111 was March. 1971. 
The earth work has been practically completed by June, 1971." 

1.34 Asked t i  explain the basis on which the requirement of 
draglines for the work was assessed, the Ministry stated:- 

"In the wake of the floods of 1964 which caused considerable 
damage in Delhi area, a review was made of the measures required 
for speeding up the work on the Najafgarh drain, in the Ministry of 
Home Affairs in August, 1964. I t  was decided to have a Flood Con- 
trol Wing in Delhi Administration to execute the works connected 
with the flood problems of Delhi. Arcordin~lv, the Wing was 
established and the work which was being executed by Punjab on 
the Najafgarh drain was transferred to the new Wing on 1st Octo- 
ber, 1965. The equipment belonging to the C.P .  W.D. consisting of 
5 Skoda draglines and 3 R B.  draglines were also transferred to this 
Wing. At that time; nearly 400 lakh cu. ft. of excavation still re- 
mained to be done under Phase 11. Further, at that time it was 
envisaged that a t  least 500 lakh cu. ft. would have to be done by 
earth moving machinery fw Phase I11 ." 

"The target date of completion of Phase I1 had been fixed as end 
of 1966-67. With the machinery available, only about 180 lakh cu.. 
ft. could have been completed upto the target date. Therefore, the 
balance of 220 lakh cu. ft. required additiohal earth moving equip- 
ment. For this work, it was considered necessary to have 5 P&H 
draglines and accordingly they were purchased. " 

1.35 The R B s  and Skoda dkaglines were under C.P. W.D. till 
September, 1963 and were transferred to Irrigation Department, 
Punjab and were received by Delhi Administration in October, 1965 
except -me R.  B. which was received in September, 1967. The five 
P&H draglines were purchased between May and October, 1966. 



(ii) Loss of operational days 1 hours 
1.36 According to the Audit para, after excluding the period du- 

ring which one dragline was worked as crane from December, 1967 
to March, 1970, the 13 machines were capable of working for 1,24,000 
(approximately) hours during the four years periud 1966-67 to 
1969-70. The Ministry had, however, the following to state in thh  
behalf: - 

"Generally, on projects, the scheduled working hours are adopted 
as 2500 per year for two shift working of machine. This is based 
on the working period from 16th September to 15th June (after 
excluding the rainy season) allowing 43 days for Sundays and 10 
days for National and public holidays which makes 250 working days. 
For a two shift work, 10 hours are adopted as the effective working 
hours in all the projects. Thus in a two shift working, the total 
schedule hours in a year arc 2500 and 1251) for single shift. In the 
specific case of Najafgarh Drain in Delhi, however, the period avail- 
able for actual working is from 16th November to 15th June. After 
allowing for 30 Sundays and 9 National and Public holidays, the 
actual working days available are 172. On this basis, the total sche- 
dule hours arc 17.20 hours for two shifts and 860 hours for one shift 
per machine. " 

1.37 As required by the Committee, the Ministry indicated the 
number of shifts and the period for which the draglines actually 
worked as follows:- 

"The Tata P&H worked two shifts thmughout from 1966-67 k 
1969-70. Skoda worked two shifts from April, 1966 to 15th June, 
1967 and thereafter one shift. 3 R .B. draglines worked two shifts 
from 1966-67 to 1969-70. The machines remained on work except 
when 

=- 
(a) they werc under major overhauling or breakdown; 

(2) during the rainy season. 

"The Skoda draglines worked in two shifts on excavation of Na- 
jafgarh drainage scheme Phase I1 up to 15th June, 1967 in the city 
reaches of the drain where the bed width is 65 feet. The bed width 
of Najafgarh covered under Phase 111 is 146 feet and because of 
vhort boom length of 45 feet, these draglines could be used to a 
limited extent of final excavation after the P&H draglines with 90 
feet bocvm had completed the major excavation, otherwise the work 
done by them would have required rehandling. The equipment 
could, therefore, be used in only one shift after 15th June, 1967." 



1.38. A,statement of schedule hourslworking hours of each of the 
draqlines for the period 1966-67 $0 1969-70 as furnished by the Mi- 
nistry is reproduced a t  Appendix 11, an abstract of which is given be- 
low: - 
-- - - - - 

B. R. draglines Skodadraglines TataP&H draglines 

Year Sche- Work- Per- Schc- Work- Per- Sche- Work- Per- 
dule mg cent- dule mg cent- dule ing cent- 
hrs. hrs. age hours hrs. age hrs. hrs. We 

Total 15520 13867.25 23475 19070.0 32830 28109.0 

1.39 Mering an explanation for the difference in working hours 
from year to year for the various types of machines, the Secretary, 
lldinistry of Irrigation and Power, stated during evidence: "In the 
first year the performance has been exceedingly good because they 
were all in working condition--in good condition. In regard to the 
Rustin machines, the performance was as much as 100 per cent be- 
cause there was hardly any sick machine and there were hardly any 
break-downs. But as we went along, our experience hss been vary- 
ing. Some machines developed defects, piston rod breakdowns etc. 
and we had to be satisfied with lnwer performance. So, in the latter 
three years, the performance had been varying and the aveTage for 
the first category of machine (i.e. Rustin) came tcr 93.72 which, I 
would plead, is a very satisfactory performance. As regards Skoda, 
it is 79.4. Skoda machines were rather older machines. The &ird 
category is Tata's where the perfoymance is 86.75. That also, I 
would say, may be regarded as satisfactory under the circumstan- 
ces. " 

1.40 The Chief Engineer (Floods), Delhi Administration, ex- 
plained further: "The R.B1s are eleven years old. They worked 
with Punjab and the Punjab Government was operating them and 
when we received them, they had practically completed their life 
span of 9,000 hours-which is the n m a l  span for this type of ma- 
chines. But these machines actually completed 13,000 to 15,000 
hours which means practically that we were using them beyond their 
prescribed life expectancy by better and more careful maintenance 
The fall in efficiency.. .is at the 11th year of life-when normally it 



starts falling .off as the machine gets older. The schedule hours are 
not dependent on whether the machine is old or new Schedule 
hours means the hours for which a machine can work depending on 
the season and the site conditions etc. That is the way schedule 
hours are fixed.'' 

1.41 As regards the performance of Skoda machines, the witness 
went on to say: "These Skoda machines were purchased in May, 
1962. These machines were purchased by C. P.  W .D. and were 
working with the Punjab Government. They were the executing 
agency and they were received by the present set up in October, 1965. 
During the period under which this examinatim was taking place, 
that is, from 1966 to 1973, these machines have already consumed 
part of their lives. The break-up for this period during which these 
machines have served is 9,000, 9,000, 11,000, 8,030 and 11,000 work- 
ing hours. The average working hours is about 10,000, while 12,000 
working b u r s  is normally prescribed for these machines. So they 
are left with 25 per cent efficient working life and the performance 
that has been indicated for these machines is that one year they 
are good, next year they required more attention in terms of re- 
pairs to engines and so on. We attended t.3 those repairs and again 
put the machines on work; and next year again it comes up for re- 
pairs and so this is how these machines are working. It  is practi- 
cally on the last legs of its life." 

1.42 Dealing with the Tata P&H draglines, the witness conti- 
nued: "These were purchased new (5 N.3.) in May, 1966. These 
machines have uptill now served 7,000, 5,000, 5,000 and 5,000 
working hours, that is, a portion of the life of the machines has 
been czmmmed in the last 4 or 5 years. You will find that the per- 
centage of efficiency of these machines works out to 112, 94, 91). This 
is the normal variation which could be expe i after the machine 
is little worn out. That is after 5,000 work g hours. In 1969-70, 
two machines were down for overhauling oi cngines and in one of 
than the lower shaft was broken. . That is the reason why these two 
machines have not given as good performance in 1969-70 as the rest 
These machines have been put into commission again in 1970-71." 

1.43 The Secretary referred to the particularly low percentage 
of working hours compared to scheduled hours during 1969-70 and 
observed: "The mere fact that we have put down the full worhing 
capacity of the machine does not mean that in the last year the 
wvrk was available to that extent as the work was coming to a close; 
that there is a disparity between the capacity of the work and the 
work available at different stages. In regard to the question whe- 
ther the performance is relatively low, we cannot say that the per- 



formavce is low where it is between 90 per cent and 100 cent. It 
is only in the final year that it is 53 percent, wen  though the work 
was tapering off. That does not mean that the capacity of the ma- 
chine was tappering off. That is why the same number of scheduled 
hours has been stated in 1969-70 just as in 1966-67. That is one ma- 
jor point I would like to be kept on record." 

1.44 The life of the draglines in terms of working hmrs  and the 
hours actually worked till March. 1970 as intimated by the Ministry 
subsequently are shown below: 

Type of Machine Life in Hours a m -  
hours ally worked 

till March., 
1970. 

. . . . . . . . .  DL 11 9,000 13,019 

P&H Draglines 

5 Nns. 
DL 12 . . . . . . . . -  I ~ * O O O  52242 

1.45 The Committee were also informed that the machines could 
be capable of being used beyond the life perid depending upon the 
use to which the equipment was put in its working life, standard of 
repairs and maintenance, the skill of the operating crew etc. The 
economic life could be considerably extended by proper maintenance 
end repairs and careful handling with prompt supply csf spare parts. 



1.46 The Ministry submitted to the Committee a revised note 
=garding the available hours of work for the draglines, whiah ran 
as follows: 

"During the period under review, namely, 1966-67 to 1969-70, 7 
machines were available for w r k  throughout the period, 2 ma- 
chines from May, 1966, 2 from June, 1966, one from October, 1968 
and one from September, 1967. The working days in a year avail- 
able vary from 172-173 days. The total available working days for 
all the machines in the above period were: 
- -- -. . -. -- .- -- 
7 rnqwhines x (173-172-173-172) dnys- 4830 working days 
a machines x (145-172-173-172) days- I326 Do. 
2 machines x (116-172-173-172) days- 1266 Do. 
I machine x (I 10-172-173-172 ) dnys- 627 Do. 
I machine x (- -107-173-172) days- q ~ z  Do. 

8501 working day$ 
- - -- - -- - 

"The Skoda group draglines with 45 ft. boom could efficiently 
work in excavation of drain m the city reach where the bed width 
was 65 ft. These machines worked for two shifts when employed on 
this work upto Noveml~er, 1967. In December, 1967, these were 
shifted to the work of Najafgarh Drairinge Scheme Phase 111 where 
the bed width required was 146 ft.  As such, these machines could 
not be used as primary excavative unlts as earth work done by them 
required to be rehandled to place it in correct position on the banks. 
Therefore, these machines had to be used for final excavation only 
after the major work had been done by the bigger Tata P&H ma- 
chines. Consequently, it wns not possible to operate the Skoda 
group of machines emciently in two shifts and their use had to be 
restricted to one shift operation which provided enough help in 
work being excavated by P&H draglincs. The Skoda group thus 
operated in one shift from December, 1967 to March, 1970." 

"During the period, one RB draglinc worked as a crane and was 
not available for earth work." 

"Taking the above into account, the total scheduled hours and 
the actual working hours during the period 1966-67 to 1969-70 are 
as below: 
- - -  

Schedule hours Actual hour 
Year 



"In the period 1966-67 to 1969-70, there were in a11 27,396 h o w  
comprising of 24,642 hours during which the equipment was not 
available due to mechanical defects and 2,754 idle h u r s  during 
which equipment was available but could not be put to work. How- 
ever, with the machines employed outside the schedule working 
season taking advantage of favourable weather condit- and also 
by diverting one machine working as crane in the workshop for use 
as dragline, 21,357 hours were made up. Thus the actual shortfall 
during the period was only 6,039 h r s . "  

1.47 The Committee desired to know the actual working hours 
in a shift. The Secretary said: "It depends upon the machine. But 
the effort is to work 7f hours. Out of 8 hours, 7$ hours is  the real 
time. Then many things happen. The Indian ropa used in these 
draglines are not so good. They break. And some times you have 
to mcwe your machine. On the average, out of 8 hours working 
shift, after taking away these, if you get 5 hours, it is fairly good." 
He added: "And sometime is required for greasing. Greasing is to be 
done for every shift. Lunch is only half an hour. And the effort 
is made every day ta work for 73 hours. Greasing, fuelling etc. is 
done during the lunch time." 

1.48 According to the Audit para, out of 8 hours of shift, 2 hours 
were allowed for transportation of staff at the beginning and at the 
end uf the shift to the site of work and back. The Committee en- 
quired whether it was the pmctice in other projects to tranqmrt the 
staff to the work spot and back within the shift time. It was inti- 
mated by the Ministry that wherever transport was provided by 
the project to move the labour from camp to work site it was done 
outside shift hours. 

1.49 During evidence, the Chief Engineer (Floods) howwer 
stated: "So far as the schedule of hours are cowerned, they are 
not based on 8 hours per shift but 5 hours are available for working 
in each shift. You have enquired about the type of machines that 
are used for one shift. The position is that the draglines are work- 
ing in an extensive area of about 20 miles. The area covers from 
Najafgarh trY Dhasa and from Jamum to other end. And these 
workers have to be completely moved from one end to another. The 
places of work are not connected by roads. Sor when the two shift8 
start, the first shift starts at about 5 O'clock. If one man does not 
turn up, that is, one tool man dws not turn up for some reason or 
other, then the machine is idle. So it was considered'necessarg to 
collect everyone and the team moves to the work spot; otherwise, 
we would And that the machine would be kept idle even if one man 
does not turn up." 



(Lii) b2ttpabt of e&catWim by the draglines 

1.53 As regards a t p u t  capacity of the draglili&, the Ministry 
. . .  rtated the following in a note:- 

"The output of excavation by draglines depends on a number of 
factors. The peak production of the different capacity draglines as 
indicated in the report of the Rates and Costs Committee for opti- 
mum depth of cut, angle of swing and 60 minute hour are an 
follows: - f 

4 . . - --- 
24 CU. yd. capacity-4700 cu. ft. per hour 
I )  cu. yd. capacity-2550 cu. ft. per hour' 
f cu. yd. clprcity-1500 cu. ft. per hour . . . 

-- -. 

''The optimum depth of cut for 2) cu. yd. dragline is 12 ft., for It 
cu. yd. dragline is 10 ft., for 314 cu. Id. dragline is 8.7 ft. against 
which the depth of cut in Najafgarh drain was on an average 6 ft. 
~ u r t h e r  the angle of swing of disposal of earth excavated froni- the 
Najafgarh drain for placing it in position on spoil banks was 180. 
These two factors reduced the production of the machines as fol- 
lows:- , 1 .&U 

-. -- 
. . . .  . . . . . .  2 cu.yd. t . . . . . . . . . .  - 73% 

I cu. yd. - 73% 
cu. yd. . . . . . . . . . .  . 75% 

"Also the material excavated from the bed of the Najafgarh drain 
was clay and common earth. The clay swells up on excavatim 
to a volume of 140 per cent and eommon earth to 125 per cent, the 
average being about 130 per cent. There is also lass of production 
because of washings from the bucket in underwater excavati0n:'The 

, &ective outturn on account of this has been - estimated as 90 per 
cent." 7 . 

1.51 Taking &I the factors into account, the es'timated optimum 
pnsduction of the three types of draglines is stated to be as fo lh~s:  

(i) Tam P&H 2) cu. yd. dragline . 2375 c.R. per hour. 

(U) S W 8  I+ CU. yd. d r ~ l l n e  . . .  I- Do. . 
(iU) R.B. f cu. yd. drqlinc . . . .  .780 Do. 

1.52 The folkowing table idicates the estimated quantity of work, 
the work that should have been done by'the diiTereht dmglbcs on -. 5. . . . . .  



the basis of their capacity for the hours worked by tihem a d  the 
actual output during each of the years 1966-67 to 1969-70:- 

Year Estimated Quantitg Quantity 
quantity should ave , a@wlly 

been done done 

1.53 The Committee desired to know the quantity of earth work 
done by each dragline against the targets. The Ministry expressed 
their inability to indicate the outturn dragline-wise since they were 
employed in batches in different reaches. ' 

(iv) Cost of work done 

1.54 The estimated cost and the actual cost of work done by the 
draglines from year to year during the period 1966-67 to 1969-70 are 
indicated in the following statement: 

Estin~atr htunatc Est~n~atr Qunntity Lo,t ol Costper 
quantlty :ost I .4ctu:1lly :~~~tuv l  rrjo cft. 

lokh c.fr. (Rs.in per roo done twrk  [{a. 
Yeor lakhh) c. ft. lakhctt. done R\ .  (Rs. in* 

lnkhs) 

1.55 The expenditure on running and maintenance of all the 13 
draglines during the peciod 1666-67 to 1069-70 was Rs. 2990 lakhs. 
The break-up of this expenditure on work charged .establishment 

-_---1_- ---_ _ - 
rm of work actually done is bPsd on the houslv use rates of different categories 
mebhq the hmurs of work, actualy done by the machines 



a d  P .o.L., spare parts and repairs as furnished by the Ministry 
Is given below: - 

Year W.C. P.O.L. Total 
Establish- rtc. 

ment ' 

(v) Repairs and maintenance of draglines 

1.56 Giving the break-up of the loss of 24,642 hours due to me- 
chanical defects of the draglines, tihe Ministry stated:- 

"The equipment was not available for 24,642 hours due to run- 
ning repairs that became necessary during the service check up of 
the equipment during shifts. These repairs generally consisted of 
welding of the teeth of the buckets, changing damaged wire ropes, 
change of clutch linings, repairs to hydraulic and e l e c t r i d  systems. 
These hours also include the period during which the equipment was 
not available on account of major repairs. The major break-dawn 
hours for the various machines during the period 1966-67 to 1969-70 
are as follows:- 

(i) Skoda (Dl.-6' . Due to breakage d crank shift from 
I 1/66 to 3 '68 . 23x2 hours 

(ii) hktKLa (DL-3 1 . On uccount of engine overhaul from 
8868to11:p . . .  1j22houn 

(iii) Skodn (DL-1'1 . On account of engine overhrul from 
8/67 to 11/69 . 1500 h o w  

(0) Skoda (DL-5') Due to engine overhaul from 2.69 to 
3 7 0  . . . .  . 1090 hum 

(vi) Skoda (DL-7) . Due to engine overhaul from 6r67 to 
3 1 a  . 6rshours 

(uii) P&H (DL-16) . Due to damage of blower from 7 69 to 
12/69 . . . . .  ~30hours 

(G) R.B.!D,L..-8) Duo tu engine ov~rhaul from 5 '69 303 hwrr 
to 8/69 

8904 horm 



"Out af 8804 hours of major breakdown, 3494 hours Were due to 
accidental breakdown and the remaining 5410 hours due to normal 
breakdown. The accidental breakdown hours could not be reduced 
as spare crank shafts and engine block were not available and repairs 
had to be carried out by welding the cracked engine block and 
after procuring 'new crank shafts." 

"The time taken in normal repairs and overha.ul is primarily in 
the case of Skoda draglines. This time could not be reduced as the 
. procurement of spare parts for these machines. had become difficult 
after the sale distributors had been permanently black-listed in 
February, 1963." 

1.57. The Ministry further intimated: "Also other running re- 
pairs required from time to time could not be done quickly as the 
work was spread,out and there were no field or mobile workshops 
facilities. As far as the accidental breakdowns of 3494 hours, these 
also could not be rectified quickly since the spare crank shafts and 
engine blocks were not available for the imported machines and 
therefore repairs had to be carried out by welding the cracked en- 
gine blocks and procuring new crank shafts. This resulted in de- 
lays." 

b .  

"The Government of India have set up a Construction Plant and 
Machinery Committee which is presently going int.0, the question of 
findihg ways and means of improving the efficiency of earth moving 
machinery working in different parts of the country. " 

. 1.58. According to the Audit paragraph the 13 draglines used in 
the Najafgarh Drainage Scheme between 1966-67 and 1969-70 worked 
only for 61,000 hours as against 1,24,000 hours available for work. 
The Ministry, however, informed the Committee that the available 
hours of work were 67,085 only. The difference is mainly on account 
of the fact that the working season in Delhi is slated to be only from 
16th November io 15th June. That bhe machines were in fact 
worked beyond this period to make good the loss of 27,396 hours 
suffered due to break-downs and other reason3 shows that the work- 
ing season fixed is not such beyond which it is not possible to work. 
The Committee would therefore, urge Government to review this and 
fint a realistic working season so that progress of works may be 
judged against a more realistic target. 

1.59.The relatively poor performance in the year 1969-70, the 
actual working hours being 9207 against the scheduled hours of 
16,340, has been attributed to the reduction in the 'quantum of work 
Ca -be executed. If this explanation is correct, the work on Phe-I I I  



23. . 
of the scheme should have beem completed much earlier thae June, 
1971. The Committee would, theref~re, like the delay in e x k k  
of the scheme to be examined and the results intimated to them. . 

1.60. The Committee find that much time during the shifts was 
wasted in transporting the workers to the site of work. m e y  feel 
that while it may be justified to move the labour, if so required, 
within work area during shift hours, any movement from canip to 
work site should be done only outside shift hours. 

1.Q. Frem the details furnished, the Committee have come to the 
conclusion that the optimum output capacity of the different types. 
of draglines in relation to the work in the Najafgarh scheme, b e d  
by the Project authorities was on the low side; the optimum capacity 
fixed was only about 5d) per cent of the production capacity indicated 
by the Rates and Costs Committee. If the production performance 
of these machines during 1967-68 was only indication, quantity of 
earth work actually done was 346.96 lakh cft as against 265.74 eft. 
which should have been done accord in^ to the norm adopted by the 
Project-they had not been working at the optimum level of effi- 
ciency in other years. The performance in 1966-67 was particularly 
unsatisfactory ina~much as only 326.96 lakh cft. of work alone wag 
done a~ainst the quantity of 334.33 lakh cft. which should have been 
done even according to the low norm of the project. All these, 
therefore, need detailed investigation with a view to Snter-alia fixing 
realistic norms to effectively control the working of the machines. 

1.62. The Committee are concerned to find that the estimated 
cost per unit of earth work to be done was exceeded in all the years 
except in 1967-68, the figures beina Rs. 7.2. Rs. 5.74. Rs. 6.69 and 
Rs. 6.73 respectively during 1966-67 to l W - 7 0  as against the esti- 
mated cost of Rs. 6.5 per 1 0  cft. In view of what is mentioned in 
the foregoing ~aragraph, the Committee have reasons to believe 
that the estimated cost itself was on the high side. This was thus 
primarily due to the fact that nroms of oi~onut of the draglines were 
not h d  realistically and adhered to. Further the staff for operat- 
ing the draglines were engaged for thee full year although they 
worked generally for 7 months onlv in a vear All these had pushed 
up the cost of the project considerably. The Committee would like 
to know what sort of cost control was exercised in this project. 
Thev hope that such laxities will not be in evidence in similar other 
projects. 

1.63. Another disturbing feature of the performance of the drag- 
lines is the frequent breakdowns and consequent loss of 24,642 



working hours in 4 years. The relatively newer ones viz. Skodn arld 
P&B dragbes have suffered most. Non-availability of spare parts 
and proper repair facilities on the spot have accounted for the 
delay in putting these machines in proper working condition. They 
Committee incidentally find that the repairs were taking place 
during working season. They would like this to be done rrs far as 
possible during the off-season. The Government of India are 
stated to have set up a Construction Plant and Machinery Commit- 
tee to go into the question of findbags ways and means of improving 
the emcieney of earth moving machines working in different parts 
of the coptry.  !I!& Committee would like to be apprised of their 
Andings and the action taken thereon. 



ELECTRICITY DEPARTMENT, ANDAMAN & NICOBAR 
ISLANDS 

Audit Paragraph 

(i) Introductior~ 

2.1. The Electricitv Department, Andaman and Nicnbar Islands 
maintains eight powrr houses with 23 electricity generating sets 
(2 steam-operated and 21 diesel-operated) for the generation and 
supply of electricity in the Islands. 

(ii) Working results 

2.2 Working results of the Department for the four years ending 
31st March, 196!) are given below (proforma accoun?~ for 1969-70 
have not been finalised by the Department). Sirrtplificd proforma 
accounts have been annexed as Appendix VIII. 

Cater erclud~ng in- 
come of Rs. 1 .  
lakhr of earlier -7 

2.3. I t  will be seen that the losses incurred by the Department 
continue to rise from year to year; the increase being from Rs. 2-29 
lakhs in 1965-66 to Rs. 7.77 lakhs in 19ti8-69. 

2.4. A Tariff Advisory Committee appointed to go into the prob- 
lems of revising the tariff structure and locating the causes of the 
losses sustained by the Electricity Department had observed in 
April, 1966 that there was no justification whatsoever, for upward 
revision of rates particularly in view of the fact that the rates for 
the supply of electricity in Islands were higher than those prevalent 
in the Mainland and that the locses were sustained because of un- 
economical working on account of running of old and outmoded 
steam set engine. It was also mentioned by the Committee that the 



eport of a Director of the Central Water and Power Commission 
who visited the Islands recently to study the working of the Elec- 
tricity Department was expected very shorm and the matter d d  
be reviewed, if necessary, in the light of observations made in that 
report. . , . :  , -  , . 

2.5. Final action taken by the Andarnan9 Administration on the 
above recommendations is not known. 

2.6. The Management had, however, requested the Andarnans 
Administration in July, 1968 for revision of the rate of 22 paise per 
unit (net) charged with effect from September, 1060, from the 
Fcir'ekt Department which is the bulk consumer for industrial power, 
b& no such revbion has been made so far (September, 1970). 

(iii) Line Wastage 

2.7. Although a line 10:s of 12 per cent is permissible according 
to-the Electricity Department, the loss on account of line wastage 
G g e d  from 16.3 per cent in 1965-66 to 25.8 per cent in 1968-69. 
Aw~rding to the Department, the loading on the line in 1967-68 and 
1968-69 "was much more than that of previous years thereby causing 
abnormal lime loss during these years". 

2.8. In this connection, the Management have stated (~e~ie rnber ,  
1970) as follows:- 

". . . .this Department has already taken up the simplest and 
easiest way if minimising such losses by changing the 
entire system in Port Blair area. The present system is 6.6 kv 
w@ch is now being changed to 11 kv system. The amount 
rei&red for the purchase of transformers will be of the order of 
Rs. 2,00,000. The transformers have been purchased and are being 
changed now. When the system is changed to 11 kv system th>re 
shall be a considerable raving. . . . " 
(iv) Cost of generationldistribution vis-a-vis sale price of power 

2.9. The following table indicates the cost of generation/distribu- 
ti& of power and the average sale price per unit (on the basis of 
tariff Axed in September, 1960) during the years 1965-66 to 
19-9: - 

-- - 
pigum in paiw) 

I. &at of generation and distribution per 
unit. . . , . . . 48 49 56 53 

2. Aveqc dle price per unit . . 40 39 44 42 - -. . - 



(v) Sundry debtors 

2.10. A total amount of Rs. 4.83 lakhs (year-wise break-up given 
below) was outstanding for recovery from private parties, Govern- 
ment servants and Government Departments as on 31st klarch, 1969. 

Amount due from 
Year - 

Private Government Government 
parties servants Departments 

T I ! .  Out of the amounts recoverable from private parties for 
the year 1968-69, a sum of Rs 95.485 has been recoverable upto Sep- 
tember, 1970. 

2 12 The Management have stated (Septemiwr. I i i X )  that all 
efforts drz b1:ing made to real~se thc outztanding amwnts as early 
as possible. 

(Paragraph 73 of the C&AG's report f ~ r  the year 1969-70). 

(i) Working results 

2.13, According to the Audit paragraphs proforma accounts for 
1959-70 have not been finnlised. During the evidence the Committee 
desired to know the working results for 1969-70. The Chief Com- 
missioner, Andaman and Nicobar Islands stated: "We expect the 
proforma accounts for 1969-70 to be completed by end of October. 
Informatibn had to be collected from distant islands and distant 
places. We are trying to improve the situation. In coming years 
we hope we will be able to compile the accounts quicker.'' 
3488 LS-3.  



2.14. Asked to state the reasons for the delay in the compilation 
of the proforma accounts, the Ministry of Irrigation and Power 
intimated as follows: 

"Delay in compilation of proforma accounts for i969-70 was 
mainly due to the following reasons:- 

(i) Dearth of commercially qualified staff to compile the 
accounts in perfect manner. 

(ii) Post of Divisional Accountant was lying vacant from 
May, 1968 to August, 1969. The incumbent joined in 
September, 1969. 

(iii) Inadequate communication system results in delays in, 
receipt of information from far-flung islands and in 
exchange of letters and figures for the accounts." 

2.15. The Ministry further stated that the accounts for 1969-70 
had been finalised subsequent to the date of oral evidence (August, 
1971) and that the Audit party had started auditing the accounts 
from 12-11-1971. The unaudited figures were also furnished by 
them. 

2.16. The expenditure, revenue and losses of the Department 
during the years 1965-66 to 1969-70 were as follows: 

Year Fixpendi- Revenue Loss 
ture 

- -- .- .. - - - . .--- - - - --.- - 
+Excludes Rs. 1.99 lakhs per representing income relating to ear lier Gears but n o  

accounted for as such in the respective years accorlnta. 



2.17. The following table indicates the working results of the 
various power houses for the year 1969-70 as intimated* by the 
Ministry: - 
S. Name of Power House Expendi- Revenue Loss 

No. ture 

(Capacity) 
I Port Blair . , . . . 1650 KW 

2 Car Nicobar . . . . 63 KW 

3 Rangat. . . . . . 7 2 K W  

4 Mayabunder . . . . 72 KW 

5 Diglipur . . , . . 72 KW 

6 Nanceu-rie , . . . . 18 KW 

7 BitgLapathy . , . . 2 9 . 5 K W  

8 Campbdl Bay . . . . 72 KW 

9 Wimberlygunj . . . . 72 KW 

10 IAF Car Mi;obar . . . . 

TOTAL . . . . 2564,193 13,17,502 12A6691 
- 

2.18 As per the information given by the Ministry to Audit in 
December, 1970, the reasons for losses in the working of the Elec- 
tricity Department, Andamans were (i) low tariff for the revision 
of which a Tariff Advisory Committee had been set up in April, 1969, 
(ii) lack of demand on pwer stations other than the Port Blair, 
resulting in a recovery at the rates ranging from 20 to 25 per cent 
of the expenditure and (iii) increase in the cost of diesel oil which 
had to be imported from the Mainland in barrels, which cost Rs. 32 
each but had to be auctioned locally at a lower price owing to the 
prohibitive cost of transportation to the Mainland. (Arrangements 
were, however. being made to obtain supplies of fuel oil from the 
Port Blair depot of the Indian Oil Corporation Limited which they 
had not hitherto been agreeing). 

2.19. In a note submitted to the Committee, the Ministry attri- 
buted the increase in losses to the increase in expenditure without 
any increase in tariff rates. The tariff was last revised and fixed in 
the year 1960. 
---- - --- -. - - -. - --- - 

*Figures not vedfied by Ausit. 



2.20. The witness informed the Committee during evidence that 
the report of the Tariff Advisory Committee (July, 1971) was under 
examination and that most of the suggestions would be accepted. 
The Tariff Advisory Committee has recommended increased tariff 
for various categories of consumers with a special concessional rate 
of 31 paise per unit for the Forest Department (Chatham Saw Mill). 
The existing tariff and the revised tariff recommended by the Tariff 
Committee are shown in Appendix 111. 

2.21. The Committee were informed by Audit that one of the 
nlajJr fac tzs  :,,;~liibutlng to the loss at the Port Blair Power House 
was concessional rate of electricity chargzd from the Forest Depart- 
ment, Andamans, which was much below the cost of production. 
(The present rate for Forest Department is 28 paise less 6 paise 
rebate for payment within due date as against 25-31 paise for 
Industrial Power). The Electricity Department had in July. 1968, 
specifically brought to the notice of Andamans Administration that 
although the cost of saw dust and saw.] fuel (which is the main 
fuel for the steam seats) had been increased by the Forest Depart- 
ment from Rs. 12.50 per cord to Rs. 13.15 per cord i n  1964 and to 
Rs. 16.45 per cord in 1968 (which was further increased to Rs 19.75 
in 1970-71), the request of the Electricity Depart.ment made f r m  
time to time increase the tariff of 22. paise per unit (net) had not 
been agreed to. 

2.22. During evidence the Comlnittee wcre ini*ornled tha: the 
question of increase in rate applirab: 10 the Forest 3~pa r tmen t  was 
linked up with the subjects brought before the Thriff Committee 
which was appointed in 1969. When the Conmlitiee p.)intcd out that 
power was supplied to the Forest Department at the rate much 
below the cost of production whereas the price oT shiv dust and sawn 
fuel was increased by them considerably, the witness stated that 
"their cost would be much more. I am not in a position to give 
what their actual figure is. They are the biggest consumers of elec- 
tricity. They are located in the same vicinity as the Power House 
itself. This matter was taken up with the Tariff Committee. In 
view of all these considerations, they felt that an increase of three 
pai-e would suffice." The Forest Department had also represented 
to the Tariff Committee that fuel and saw dust were supplied by 
them at  a highly concessional rate and that any increase in cost of 
energy would adversely affect cost of production. The rate of saw 
dust and sawn fuel for domestic consumption was increased from 
R.. 5.5 per cord to Rs. 5.80 in 1963-64 and to Rs. 7.25 in 1968-69. 



2.23. To a question whether the Forest Department was also 
running in loss, the witness answered in the affirmative and ad- 
mitted that losses were sought to be reduced by having ccm- 
cessional rate for supply of power. 

2.24. The figures of power generated at the Port Blair Power 
House as given during evidence are as follows:- 

. - - - .. - . - -. . -- .......... -~ .- 

Year (In lalth Units) 

1965-66 . . . . . . . . .  23 ' 29 

1966-67 . . . . . . . . .  26.96 

I 967-68 . . . . . . . . .  30.19 

1968-69 . . . . . . . . .  34' 64 
- . .... - .  . ... -- 

The witness explained that since the average sale price per unit 
was less than the cost of production and distribution the losses 
increased with the increase in consumption. He further clarified: 
"The element of cost of electricity has got two parts: one to fixed 
part, the other the running part. The fixed part, with more and 
more generation, gradually goes down. In case of fuel element, 
though there would be some minor variation in the efficiency of the 
machine up to the capacity of the machine, the fuel consumption 
per unit of electricity generated remains almost the same. Therore, 
with the fuel consumpti,on remaining more or less the same, the 
re-ult of increasing fuel cost is definitely reflected in more cost of 
generation, in the running element, part of it. Accordingly, there 
would be some reduction in the cost on account of the fixed charges. 
This had happened." In a note submitted subsequently, the Ministry 
intimated that the anticipated growth of demand for power in the 
Islands uptcr 1974-75 was "not on a scale that would yield significant 
economies." 

2.25. As regards economy on fuel, the Chief Commissioner stated: 
"Most of the generating sets are diesel run. Oil has to be brought 
from the mainland, in drums. Apart from cost of transportation, 
there is some amount of loss intransit. The Indian Oil depa since , 
1st July has undertaken to supply diesel on the island itself which 
will result in saving of approximately 35 NP litre which will im- 
prove the working to a large extent. I doubt very much if we will 
in the coming few years be able to break-even because we are 
putting up new units during the Fourth Plan to cover new places 
and new areas." The Committee were further informed by a wit- 
ness; "Where electricity production is entirely dependent on diesel 



oil, the cost of generation is high even in the mainland. Take, fnr 
example, Manipur where diesel oil had to be taken through the 
corridor inter-linking Bihar and Assam through a detour with the 
result that the cost of production today will be around 36-40p." He 
added: "According to the Electricity Act, it has been taken over by 
the Government. In Jalpaiguri, i t  is run only on the subsidy given 
by the West Bengal Government from time to time to keep the 
private sector concern going because the transport facilities between 
Jalpaiguri and the rest of the country is not that satisfactory even 
today." 

2.26. The witness pointed out that the mangrove fuel prices had 
gone up from Rs. 16 to Rs. 27.5 per tonne in four years and said: "We 
had two steam disposal sets and we transported these coal-fired sets 
to the Andamans. But we found that it was not eesv to have coal 
there. It is a big achievement to convert the coal-fire boiler into a 
wo~d-fire boiler. What happened was that with some modification, 
we could convert them i n t ~  wood-fired bailers. We found that saw- 
dust in big quantities used to clog the boilcrs. We hsd to maintain 
the boilers frequently. We could not get full nutput from the 
machine; and when mangrove was in short supply, we had to use 
sawdust. What is being done now is this: Sincc a rise in cost has 
been noticed by the management, we are now converting the boil- 
ers into oil-firing. In view of the fact that the Indian Oil Company 
has set up a depot, and the cost of oil will go down, we are convert- 
ing the boiler to operate on oil to obtain better economy and r: larger 
output from the boilers." 

"There are two types of diesel oil. One is the high-speed diesel 
oil and the other is light diesel oil. High specd diesel oil is very 
expensive and we have suggested from the Centre that they should 
go in for bigger sets and use the less expensive light diesel oil. This 
would also reflect in the savings. The cost of gencrat~on also will 
in  future be reduced by these changes and we will have better re- 
sults in future years." 

( . ., Line wastage 

2.27. The Ministry intimated the line wastage in 1969-70 and 
1970-71 as 11.03 lakh units and 9.60 lakh units respectively repre- 
senting the energy expended in conveyance of the energy sold. 
Asked to indicate whether the transformers were changed in order to 
change-over to 11 kv system, the Ministry stated: "The work has 
been taken up and 4 Nos. transformers were changed. Further the 
work is in progress. There would be a reduction in the line losses 



due to conversion from 6.6. kv. to 11 kv. Major portion of line losses 
is, however, in L.V. distribution system. Action is being taken to 
reduce distribution losses also but would take about a year to 
achieve some results." 

2.28. Paragraph 3.8 of the Tariff Advisory Committee's Report 
(July, 1971) deals with the losses in distribution system as follows: 
"The losses may also possibly be due to defective working of metres. 
There is no arrangement, at present to calibrate or check the cor- 
rectness of the meters. A meter testing bench should be procured 
and arrangementr, be made for periodical checking and testing of 
meters." 

(iv) Cost of generationIdistribution vis-a-vis sale price of power 

2.29. According to the Tariff Advisory Committee's Report (July, 
1971), the cost of generation of power in 1968-69 varied from 40 paise 
in Port Blair (45 paise in 1969-70) to 374 paise in Biglapathy. HOW- 
ever, the average rate worked out to 46.1 paise for the department 
as a whole. The cost of distribution of energy hsd been separately 
worked out for Port Blair (13 paise in 1968-69 and 15 paise in 1969- 
70). The cost of distribution of other stations had not been worked 
out. The break-up of the cost of generation per unit during 1968-69 
as mentioned in the Tariff Committee's Report is shown below:- 

As a per- 
Paise centage of 

total 
cost 

Towards :- 

I .  Salaries and W - a p  . . . . . . .  8.25 17.9 

2. Cost of fuel . . . .  26.80 ~8.10 

3. Lubricants, cooling water and consumable stores . 1'95 4'25 

4. Rapairs and maintenance . . . . . . .  2-00 4'35 

5. Interest on capital . . . . . . . .  2.70 5-86 

6. Depreciation . . . . . . - .  4'15 9.00 

+ . -. - 
2.30. As rrgards expenditure on establishment, the Tariff Ad- 

visory Committee (1969-71) had the following to say: 
"Regarding establishment, a detailed scrutiny revealed that the 

e'ntire expenditure on establishment of the Electricity Department 



was being booked to the revenue head of account and no portion 
of it is being apportioned to the capital head of account or to other 
works, the Department is executing. Consequently, the entire ex- 
penditure on establishment is reflected in the proforma accounts 
increasing the losses. The appropriate portion of the expenditure 
should also be booked by the Department to other head of accounts 
for which they work." 

"Unlike mainland, the skilled staff is not available in these re- 
mote islands and salaries and wages are more. The cost of estab- 
lishment in terms of output of work is high. However, due to 
shortage of time detailed study of the adequacy or otherwise of the 
staff could not carried out. For this purpose it is desirable to 
supply necessary data of the future works (capital and mainten- 
ance) vis-a-vis staff strength to CW & PC (PW) for their expert 
opinion in the matter." 

(v) Sundry debtors 

2.31. In advance of oral evidence. the Ministry intimated that out 
of the outstanding amount of Rs. 4.83 lakhs upto March, 1969, an 
amount of Rs. 1.35 lakhs had been realised till the end of July, 1971. 
The following was the position as at the end of July, 1971:- 

Ks. in lakhs 
- . ..... ..................... - 

(i) Private parties . . . . . . .  0. 14 

(ii) Government servant< . - , . . I .04 

(iii) Government Department . . .  . . 2'30 

- - -- - __ -. - - 
2.32. During evidence the Committee pointed out that arrears 

amounting to Rs. 1.04 lakhs were to be recovered from Government 
servants. The Chief Commissioner clarified: "Before 1967 the re- 
covery was being made from their salaries. From those to whom 
reference were made we have received the answer that they have 
made the payment. We are going through the old pay bills and 
ascertai,ning whether they have made the payment or not." 

2.33. In a note subsequently submitted to the Committee, the 
Ministry intimated that out of the dues of Rs. 2.30 lakhs from Gov- 
ernment Departments, a sum of Rs. 1.24 Iakhs had been adjusted1 
recovered till 31st August, 1971. 
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2.34. The Tariff Advisory Committee (1969-71) suggested that 
"in order to reduce the revenue arrears of the Department and to 
enable the Electricity Department to take stringent measures in 
accordance with Indian Electricity Act, 1910, it is suggested that 
enforcement machinery should be suitably strengthened and made 
effective." 

2.35. The Committee are unhappy that the proforma accounts of 
the Electricity Department, Andaman and Nicobar Islands, are not 
being finalised promptly. The accounts for 1969-70 were finalised 
only in November, 1971. The Tariff Advisory Committee (1969-71) 
have brought out some defects in the accounts in the matter of appor- 
tionment of cost of establishment between capital and revenue as 
also between the work done for the Department and on behalf of 
others. The "dearth of qualified staff to compile the accounts in per- 
fect manner" should be remedied soon so that reliable working 
results are available promptly to the authorities to evaluate the per- 
formance and to take appropriate remedial measures to improve it. 

2.36. It is distressing to note that the Department has been in- 
curring losses successively over the period 1965-66 to 1969-70. Thz 
accumulated losses were Rs. 36.03 lakhs and the maximum loss oi 
Rs. 12.46 lakhs was incurred in 1969-70. The losses represent about 
41 per cent of the expenditure. The Committee note that the Tariff 
Advisory Committee's report recommending increase in tariff is 
under consideration and that cost of fuel will be less consequent on 
the Indian Oil Company agreeing to supply diesel oil on the island 
itself from 1st July, 1971. The Committee hope other measures de- 
signed to economise on the working expenses would be implemented 
speedily to reduce, if dot to obviate the losses altogether in the corn- 
ing years. They would like to watch the results. 

2.37. The Committee find that saw-dust and sawn fuel were sold 
by the Forest Department to the Electricity Department at rates 
varying from Rs. 12.50 to Rs. 19.45 per cord during 1960-61 to 
1970-71 whereas the rates for domestic consumption varied from 
Rs. 5.5 to Rs. 7.25 during the period. On the other hand the rate for 
supply of electricity to the Forest Department was 22 paise (net) 
as against the rates varying from 25 paise to 56 paise for domestic 
and o6her industrial consumption. As the Forest Department also 
is stated to be working in loss, the Committee would like Govern- 
ment to examine as to what kind of tariff for supplies of electricity 
and wood fuel between these two departments and by them to 
outsiders would result in obviating the losses to the Andaman and 
Nicobar Administration as a whole which may not necessarily obviate 
the losses of each of the departments. 



2.38. As regards wastage in distribution of electricity, the Com- 
mittee would like to refer to one important factor viz. defective 
working of meters, brought out by the Tariff Advisory Committee. 
It is hoped that the Department would take adequate steps to have 
periodical checking and testing of meters. 

2.39. The cost of generation of power in 1968-69 varied from 40 
paise in Port Blair to 374 paise per unit in Biglapathy. The Com- 
mittee need hardly point out that the working of power houses such 
as Biglapathy which dis'elosed incredibly high cost of generation 
needs special examination by experts with a view to devise semedial 
measures. 

2.40. The Committee note that the cost of distribution of power 
has not been worked out in respect of a1 power houses except for 
Port Blair. This is one of the deficiencies of accounting needing 
attention to which the Committee have referred earlier. 

2.41. From the break-up of the average cost of generation of 
power (46.1 paise) the Committee find that element of estab- 
lishment expenditure accounted for 17.90 per cent of the cost. 
The Tariff Advisory Committee have opined that the cost of establish- 
ment in terms of output of work is high. The Committee would 
suggest that this aspect should be examined in consultation with the 
CWPC (PW) expeditiously to rationalise the staff strength. 

2.42. The Committee are at a loss to know how the dues relating 
to the Government servants (Rs. 1.04 lakhs) for the period prior 
to 1965-66 still remain unrecoveredlunadjusted. They hope that the 
examination of old pay bills would be completed soon and necessary 
adjustment/recoveries effected. The Committee would Iike Govern- 
ment to take effective remedial measures to ensure that arrears are 
.not allowed to be accumulated in future. 



BHAKRA MANAGEMENT BOARD 

Delay in erection of transmission lines 

Audit paragraph 

3.1. An order valued a t  Rs. 233 l a b  for supply of 2,285 steel 
towers of different sizes, required for erection of seven transmission 
lines, was placed (January, 1963) on a firm. The contract stipulat- 
ed s ~ ~ p p l p  of complete towers in lots of 200 each at  the rate of 750 
long tons per month after shop assembly and inspection of one tower 
of each tvpe. The towers for three prior~ty lines were expected to 
b~ com.sleted by March, 1964 and bv October. 1965 for the rem?ini.lg 
lines. 

3.2. In April, 1963, the firm ictimated that it could supply the 
various sections of the towers in different lo!; according is avail- 
sbilii) of steel 2 i 3  not the complete towers in each consignment 
stipulated in the contract. The consignee was not in favour of this 
and in April, 1963 itself the firm was asked to supply omple te  
tower material in lots of 200 each (as stipulated in the contract). 
Piecemeal supplies were, however, made by the firm regardless of 
the order of requirement from 9th August, 1963 and supp" ~ l e s  were 
completed only by middle of 1969. 

3.3. No decision about levy of penalty, which at  the rate of 5 per 
cent of the value of the order works out to Rs. 11.65 lakhs, has been 
taken so far (November, 1970). 

3.4. Under the purchase order no import licence was to be 
arranged by Government and the firm itself was to arrange the 
requisite quantity of steel but owing to its inability to procure cer- 
tain scarce sections of s t ed  i t  was allowed in C ,tober, 1966 to use 
oversize imported steel sections entailing use of 480 tonnes of steel 
because of which Rs. 6.41 lalrhs more than the original contract 
amount had to be paid by the Eoard. Decision about recovery of 
this amount from the firm has not been taken so far (February, 
1971). 



3.5. Owing to delay in erection of the transmission lines, insula- 
tor materials (value Rs. 13 lakhs) received in June, 1963 remained 
unutilised for one year to five years. 

(Paragraph 43 of the C & AG's Report for the year 1969-70) 

(i) Provisions of the contract 

3.6. The offer of the firm dated 6th October, 1961 in response to 
the tender enquiry for the fabrication testing, supply and delivery 
of galvanised steel towers for the various 220 Kv transmission lines 
covered under Nangal Right Bank Project, contained the following 
regarding "delivery": - 

"We expect to fabricate the first test tower in about 618 weeks 
after the approval of the working drawings and the receipts of the 
necessary matching steel. The bulk fabrication will be commenc- 
ed after the approval of the test tower and after the receipt of 
sufficient matching materials at our BombayiBhawnagar Works. 
We anticipate fabricating and galvanising steel work at the rate of 
400,500 tons per month on the basis that sufficient steel and zinc 
will be available regularly." 

"Actual despatch will, however, depend upon transport facilities 
being available. The delivery period quoted above is firm subject 
to  force majeure and circumstances beyond our control." 

3.7. In a meeting on 16th February, 1962 of the Sub-committee 
constituted by the Bhakra Control Board to examine the purchase 
przposal, it was decided inter alia that "the firm should be tied down 
to definite delivery because such offer as supply of the towers after 
sufficient steel and zinc was available, could not be accepted. The 
penalty clause, which the Chief Engineer said, had already been 
agreed to by the firm, should be made contingent on the deliveries 
specified." 

3.8. An extract of the minutes of meeting held with the repre- 
sentatives of the firm on 1st March, 1962 at New Delhi is given 
below : - 

"On the availability of steel for these towers, it was explained 
by them that they had good procurement arrangements for the pur- 
chase of steel from the open market. In this connection, they men- 
tioaed that their present stock was about 1,000 tons and another 
5,000 tons on order. They, therefore, confirmed that they did not 
anticipate any difficulty in the purchase of steel for this eontract. 



However, in special circumstances where some help might be re- 
quired, they would approach the P.S.E.B.1C.W. & P.C. and hoped 
that the same would be given. They agreed to guarantee the 
delivery and the penalty clause as given below:- 

(i) The delivery would start at  a rate of 750 tons per month 
after 30 days of the satisfactory test of the first design of 
the tower. 

(ii) In the even of their failure to adhere to the above 
delivery, they would be liable to pay a penalty of 4% per 
week of the value of the materjals delayed subject to a 
maximum of 5 per cent of the total value of tho order. 

It was agreed by them that the towers would be supplied in lots 
of 200 Nos per batch till complete supply was made." 

3.9. The contract entered into with the firm on 12th Oct,ober, 
1962, however. contained the following provisions regarding "de- 
livery period" and "damages for dela:: in deliver-y":- 

"Clause 13-Deliaery Period 

Tho entire work incluciing manufacture, >upplv, delivery and 
other items. as stipulated in this contract shall be completed by the 
Company within the period speq:ifwd in Api~cndix-A. 111 case the 
company is unable to complete the whole or an\- item of work with- 
in the stipulated period for recognised reasons of 'Force Majeure' 
mentioned in clause 9 . .  . . i t  shall be responsible to furnish, well in 
time, sufficient evidence and data ?o the satkfactioil of the pur- 
chaxer. to prove the existcncil of the condition; mentioned in the 
said clause. . . .so as to justify grant of extension by the purchaser 
of the period stipulated in Appendix 'A'. Such extension will be 
granted by the purchaser ior the period for which the completion 
of work is proved by the company to have been delayed fo;. 'A. s i i  
reasons of 'Force Majeure'." 

"Clause 1PDamages  for delay in deltzlery 

If the company fails to abide by the provisions of clause 13 
above, the company shall be liable to pay one half of one per cent 
of the value of materials delayed per week of the period of delay 
subject to a maximum of five per cent of the contract price. 3s 
damages." 



1 43 

3.10. An extract from Appendix 'A' referred to in clause 13 of' 
the contract is given below:- 

"The company shall zupply at  the rate of 750 long tons per month 
and the delivery shall start one month after the successful Test on 
a tower is carried out. The company further agrees that the de- 
livery shall be made in lots of 200 Nos. complete towers. However, 
so far as the imposition of penalty-is concerned, the same shall be 
applied only on the average supply of every 6 months, as regards 
steel tonnage and number of complete towers. If the company's 
performance in the first three months is not up-to-date, the company 
shall be cautioned by the purchaser. Provided, however, that if 
during the execution of this order the company is not able to get 
certain steel sections on account of the fact that the same are not 
rolled by any of the steel producers during any particular period, 
the company shall bring it specifically to the notice of the pur- 
chaser and any short deliveries on account of this shall not be 
subject to the levy of penalty. To get the tcncfit of this saving 
clause, the company shall submit authentic proof to the effect that 
such sections are not being rolled by any of the steel producers 
during that period." 

3.11. The detailed purchase order which was issued on 16th Janu- 
ary, 1963 stated inter-alia that procurement of steel would be en- 
tirely the responsibility of the firm and that the purchaser would, 
however, be prepared to render every possible assistance in the 
early procurement. 

3..12. The average equated rate of the firm worked out to Rs. 1351 
per metric ton f.0.r. Jullundur. The Committee were informed 
that the work involved about 17,000 tonnes of steel. An extract of 
the price variation clause of the contract is given below:- 

"Item No. 11-Particulars and formula f o 7  price variations. 

The contract prices as given in item No. 9 of Appendix 'A' a re  
based on the price of steel, bolts, nuts, zinc spelter and railway 
freight as detailed below and any variations in these prices will be 
to the purchaser's account. 

(a) Steel 

From producers in accordance with orderlng instructions, a t  
column I (Tested) rates, vide Jrnn and Steel Controller's Price Cir- 
cular No. 1 of I Q C r " ,  r' lte? TiLh Junc, 1956 as amcnded by circular 
dated 16th May, 1967 and extra list No. 1 of 1956 plus extra for  



metric sections as per circular No. APIClj59, dated 23rd July, 1959 
and as per Iron and Steel Controller's circular No. ACSjlO(132) 1611 
480, dated 4th February, 1961 for galvanized sheets." 

(ii) Use of higher alternative sections of steel 
3.13. In a note submitted to the Committee, the Ministry of Irri- 

gation and Power explained the circurnstanccs under which over- 
size steel sections entailing use of additional 480 tonnes of steel had 
to be allowed: - 

"There is a provision in the contract to the effect that the pur, 
chaser will render every possible assistance in early procurement 
of steel even though the responsibility for procurement will be that 
of the firm. The purchase in this instance involved about 17,000MT 
of steel which again con~prised of different sections in varying 
quantities. The planning and procurement of such steel was thus 
a continuous process as so much quantities could not be expected t o  
be procured in one lot, finances apart. The firm had submitted 
their tenders were finalised and a formal purchase order was 
placed, Chinese Aggression had taken place in October, I N : !  in con- 
sequence whereof thc procurement of steel of right sections had be- 
come very difficult on account of the scarcity caused." 

"Thc difficulty arising duc to non-availability of certain steel 
sections was first brought to the notice of the department by the 
firm in a meeting hcld at New Delhi on 7-6-1963. It  was reported 
that steel sections comprising a tonnage of 2249 MT were mt b e i ~ g  
rolled in the country while some further sections with a tonnage of 
7155 MT were scarce and difficult to obtain. This obviously meant 
that thece would be great delay in completion of the transmission 
lines in case the use of available alternative sections was not con- 
sidered. Under the terms of the contract the firm was entitled to 
relaxation in the matter of lecy of penalty in respect of steel ser- 
tions which were not rolled in the countrv during any particular 
period. Even steps were initiated to import certain steel sections 
which were not being rolled in the country but this proposal had 
to be dropped in view of higher cost of imported steel which the 
firm was not nrepared to bear besides difflculties in the release of 
foreign exchanc 2." 

"The deta i l  of the alternative sections that could be utilised 
were discussed in a meeting held with the representatives of the 
firm on 8-6-53 Taking cognizance of the difficult steel position in 
the country and urgency of requirements on the various trans- 
missio-. lines it was decided to allow the use of available alt.ernative 



mtions in place of non-available design sections for the three No. 
priority lines. For the remaining lines the firm was required to con- 
tinue making ef3orts to procure the design sections. But since there 
was no appreciable progress in the supply position; approval was 
accorded in July, 1964, to t,he use of alternative sections Eor the re- 
maining lines as well." 

"Throughout this period strenuous efforts were continued by the 
department to enable the firm to procure maximum possible tonn- 
age of design sections and as a result thereof the firm was able to 
arrange about 4300 MT of design sections against the total of 9400 
MT of difficult steel sections. For the remaining requirements, 
however, suitable alternative sections were arranged from indi- 
genous sources. Some further alternative sectiohs had, however, to 
be allowed in October, 1966 in respect of about 560 hlT of steel sec- 
tions on account of their production being stopped consequent upon 
derationalisation of these sections bv the Government. Finally, 
higher alternatives had to be used only in respect of about 5650 MT 
of st.eel sections resulting in a total weight increase of about 480 
MT. It would be appreciated that this weight increase constitutes 
only 2.8'..;, of the total s~ipply ,order for about 17,000 MT of tower 
material." 

3.14. As regards attempts to import Steel, the Ministry informed 
audit in March, 1971 as follows:- 

"While the suppfi position of steel was generally very tight, 
certain steel sections as provid~td in the d~3;.gn were not rolled ar 
all or were rolled in ~ 5 - y  small quantities. The positioh in this 
-egard was reviewed in the meeting hcld in June, 1963, with the 
''ice-Chairman, Bhakra Control Board, when i t  was decided tha t  
efforts should be made to import such scarccl steel sections for the  
completion of top priority lines. Accordingly. Government of India 
were apprcached to release forcign exchange for the import of 1000 
MT of different steel sectism at  a c ~ !  r I l  Es. 6 i::~:; and !50 MT of 
!I. S. plates valued at Rs. 0. 95 Izc. Ncc~?ssar.v pe:,mission fcr the im- 
port of these items from East Eulwpean countries was received i n  
10163 for angle sec t io :~~ and ir! 6 6 4  for M.S. platss. It was, h,cw- 
ever, observed that i h -  importd s t 4  secti:~ns were costlier t h a n  
t.he indigenous steel and the matts:- reparrliqtr hrarirlg on adctitir~n~l 
cost on this account was referred to the B h a k r ~  Control Eoqrd. ?' 
was advised by the Finsncial r~presentative nf the Bhakra Corltrn1 
Roard that the rca~onsibilitv of  rocu urine the steel beinq that of  

the firm, the ad-djtional financi;ll burdpn will have to he b r n e  hv 
them and not bv the project. Earlier, M!s. Alcocks had refu9e.l to  



bear any additional burden arising out of the higher cost of irn- 
.ported steel. In order to substitute import by indigenous sources 
the matter was taken up with the Iron and Steel Controller who 

.advised that the department should consider the feasibility of uti- 
lising nearest alternative sections being rolled indigenously, in place 
*of the sections proposed to be imported. In view of these develop- 
ments the import of steel sections was dropped and serious efforts 
were made to arrange available sections in place of the scarce design 
sections. The requirements of the 2 No. priority lines were accord- 
ingly arranged by September, 1965. The overall position was, how- 
sever, not too good and the issue was again considered by the Bhakra 
Control Board in its meeting held on 12-3-65. It was decided that 
early measures should again be taken for import of certain different 
steel sections so that the various lines could be completed, whereas 
.the issue regarding bearing of additional cost on this account could 
be decided later in cmsultation with the Ministry of Law. Accord- 
ingly, the Government of India were approached in March, 1965 
for permitting the import of 2150 M.T. of steel sections from 
'East Europem countries. This proposal was agreed to in principle 
and accordingly tenders for import of following sections were in- 
~Gted in May, 1965:- W "  

f - . - - - - -- - - -- -------- 

Angle 130 s rjox R rnm . . , . . . 650 M.T. 
Angle roo \ roo n 8 mrn . . 500 M.T 

--- 
Total 21% rM.T - -- - -  - - - -- - -- -- -- 

"Necessary purchase proposal as a result of these tenders was 
considered by the B.C B. in its meeting held on 16-8-65 and it was 
decided to place the order on M s J. S. Cohen & Co. The Govern- 
ment of India were thereon approached for the release of foreign 
exchange worth Rs. 13.65 lacs for the purchase which was sanction- 
ed. The Import Licence issued by the Iron and Steel Controller in 
April. 1966 was. however. for a reduced value of Rs. 10.45 lacs by 
excluding section 1190 x 100 x 8 mm. which was reportedly available 
from indigenous sources. Accordingly, formal purchase order 
dated 26-5-66 was placed on M s. J. S. Cohen and Co. for the import 
of 1650 M.T. of angle sections valued at Rs. 10.47 lacs. However. 
vide their letter dated 8-8-1966 the department was informed by 
this firm that imp?rt from Poland was not possible and as such 
they might be permitted to suvplg these angles from U.S.S.R. and 
€he Import licence be got modified accordingly. In the meanwhile due 
to devaluation of Indian currencv in June. 1966 the price of imported 



steel, inclusive of over-head charges had increased to about Rs.1400i- 
per M.T. as against the average indigenous price of about Rs. 750/- 
par M.T. M/s. Alcocks were not prepared to, bear this additional 
financial burden. T h e  matter was considered by the Bhakra Con- 
trol Board in its meeting held on 24-9-66 when i t  was decided t o  
cancel the order on M/s J. S. Cohen & Co. in view of their inability 
to import steel from Poland as agreed 'earlier. Further the econo- 
mic study for the use of indigenous over-size steel sections in place 
of sections being imported was also 'carried out and i t  was consi- 
dered that higher alternative set ibns would be more economical 
to use. The proposal for the import was accordingly dropped." 

(iii) Recovery of cost of additional tonnage of steel. 

3.15. The Ministry intimated Audit in March, 1971: "The issue 
regarding payment of additional expenditure, due to this increase 
in tannage has been a subject of protracted correspondence and 
discussions with the firm. In a meeting held between.. . . the 
then Chairman, P.S.E.B. and.. . .Chairman M/s  Alcocks in March, 
1966 it was agreed that the firm will forego their claim for manu- 
facturing cost on this additional tonnage then estimated at  277 M.T. 
provided the liability in respect of steel was borne by the depart- 
ment. Based on these principles the rebate to be recovered from 
the firm towards the manufacturing cost of this additional tonnage 
of 480 M.T. has been calculated at Rs. 2.64 lacs and the firm has been 
asked to agree to the same. They are, however, agreeable to forego 
a sum of Rs. 1.90 lacs on ad hoc basis to expedite final settlement 
of their various pending issues. The matter is under consideration 
with the Bhakra Management Board for  a decision." 

3.16. Asked to state the details of the decision taken relating t o  
the use of oversize steel sections, the Ministry informed the Com- 
mittee shortly before the evidence was taken in August, 1971: "The 
total additional tonnage due to the use of higher alternative sec- 
tions is 480 metric tonnes the cest of which at the contract rate 
works out to Rs. 6.41 lacs. comprising of Rs. 2.64 lacs on account of 
fabrication cost and the balance Rs. '3.77 lacs on account of cost of 
steel and railway freight. The issue regarding recovering of this 
cost stands referred to the Sub-committee appointed by the Bhakras 
Management Board and a decision is awaited." 

3.17. Replying to a question put by the Committee regarding t h e  
use of oversize steel sections, the Chairman, Bhakra Management 
Board, stated during evidence: .'We. did this because the normal 
size was not available at that time. Had we waited, it would h a w  



meant waste of some more time. I t  was beter to allow the higher 
size even st the cast of some extra money. We did that to save 
time." He further, however, clqified that unusual sections were not 
selected in the design of the towers and added: "The p<oducers have 
certain pragramme and that Wogramme is decided upon by the Ikon 
and Steel Controller as ,well as the manufacturer. They decided 
that in the first quarter.. . .they would manufacture and roll so and 
so sections in the second quarter and in the next quarter maufacture 
of another type of sections would be undertaken and so on." ' 

"But if I want certain section and they do not roll it for about 
6 to 8 months to come - the sections is no doubt rational - then for 
a total requirement of 17,000 tonnes of steel, the quantity, of 480 
tonnes in our opinion is not so large. Here the question is whether 
we should wait for the rolling programme to take place and conse- 
quential delay in the construction of the tower or spend Rs.6.41 
lakhs and get the heavier section steel. In this case, we have taken 
the decision to ask the supplier to use higher section because that 
particular section was not rolled in the factory at that time. When 
we entered into the contract the contract is that the procurement 
of the steel would be entirely company's responsibiijty. However, 
the purchase will be prepared to render all possible help in the 
early procurement of the same. So this becomes again the pur- 
chaser's responsibility." 

3.18. The Committee pointed out that the firm had been paid for 
the additional tonnage also and asked how it was justified. The 
witness stated: "As far as the question of steel is concerned, the 
supplier had put to us that it was not available in the market at that 
time and it was not to be rolled also; it could be rolled after some 
time for which he did not have any programme. He further told 
us that 'If you want me to use higher section, I can use it. If not. 
then there will be a certain amount of loss of time as well as loss 
of completion of the line.' This was the question for which the 
Board had make up its mind." He added that the Board had not 
so far paid full amount and that "the payment as such is still under 
dispute and meetings have been held between the Chairman of the 
erstwhile Punjab State Electricity Board and the supplier and they 
are trying to neogtiate as to what should be done." He further 
stated that "in the matter of penalty there is a clause which says 
that if a certain section is not rolled, then the supplier is not exposed 
to penalty. Taking this into account, it has been decided that the 
higher section should be utilised." 



3.19. The Committee were informed subsequently that the finan- 
cial aspects of the decision to use alternative sections of steel were 
clarified to the firm as early as in July, 1963. In a note, the Ministry 
stated. "It was clarified that the additional expenditure to be in- 
curred due to use of heavier alternative sections was primarily due 
to the fact that the firm was unable to arrange steel as  per its com- 
mitments under the contract. It was emphasised that they could 
not be allowed to make profit on this weight increase by charging 
for it a t  full rates. I t  was indicated that for the additional tonnage 
the firm would be paid for steel only and nothing extra shall be 
paid for fabrication and galvanising." A copy of the letter dated 
10-7-63 addressed to the firm is reproduced at  Appendix IV. 
(iv) Legal opinion. 

3.20 The firm having not agreed to any deduction on account of 
the additional tonnage, i t  was decided in January, 1964 to obtain 
legal opinion regarding the responsibility for bearing extra cost in- 
volved due to use of higher alternative sections in terms of the con- 
tract. The opinion of the legal section of the Punjab State Electri- 
city Board is given at  Appendix V. The opinion was that since the 
alternative arrangements had been made due to the defaults of the 
suppliers it would be entirely for them to bear the financial con- 
sequences involved as a result of the said arrangement. 

3.21. Subsequently the advice of the Legal Remembranrcr, Punjab 
was obtained and he was of the view that since the responsibility 
for procurement of steel was that of the supplier they should bear 
the additional cost of the increased tonnage due to use of alter- 
native sections or pay damages for nm-supply of !he stipulated 
material. When the matter was referred to the Ministry of Law in 
May 1966, the advice of the L.R. Punjab was also concurred by them 
vide Appendix VI. 

3.22. The issue again came up for discussion in a meeting held 
on 25-7-66 (Appendix VII) with the Ministry of Law by the re- 
presentatives of the Department. The background ol the contract 
along-with other relevant aspects of the case were explained by 
the Chairman, P.S.E.B. As a result of these discussions the Law 
Ministry desired to re consider the matter and accordingly furnished 
fresh advice in the matter vide their letter dated 13110-1966 
(Appendix VIII). The Law Ministry was of the opinion that the 

very fact that the supplier had been allowed the use of heavier al- 
ternative sections in order to avoid delay in the erection of trans- 
mission lines and was given to understand that extra cost of sbe l  
shall be borne by the department in case the firm could forego the 



additional manufacturing cost would mean that the stipulation ori- 
ginally made in the contract to the effect that procurement of steel 
would be the responsibility of the firm, underwent a change. In the  
light of these circumstances the Law Ministry observed that the 
expenditure involved in the use of oversize steel sections will have 
to be borne by the Board. 

(v) Penalty for the delay in delivery 

3.23. As regards commencement of delivery, the Ministry in- 
formed Audit in March, 1971: "The first set of designs having been 
finalised by September, 1962 and testing facilities being not readily 
available, it was decided in December, 1962 to waive of the testing of 
the tower. The firm was accordingly asked to commence delivery of 
tower material in Febuary, 1963 at  the rates provided in the con- 
tract." Subsequently, use of alternative sections was permitted and 
the delivery schedule and the actual delivery were stated to be a s  
follows: - 

"Considering the deliveries to commence from the dates when 
use of alternative sections was allowed and permitting a period of 
one month for preparatory works, the supplies of tower material 
should have been completed by March, 1964 in respect of 3 No. 
priority lines and by Octoer. 1965 for the remaining lines. T h e  
supplies were actually comp!eted bv about August, 1966 for Bhakra- 
Ganguwal linc and February. 1967 for Bhakra-Ludhiana line. The  
supplies for Pong-Jullundur line which was also a priority line 
originally were, however. diverted to other lines of similar design 
since the priority on this line had been lowered. The supplies for 
the other lines covered under the order were, howevr, comp1ete.T 
by about mid-1969." 

3.24. I t  was further stated by the Ministry: "In the meeting held 
with representatives of the firm in June, 1963 they were permitted 
to despatch the already fabricated tower members for the lhree Eum- 
ber priority lines without insisting upon prior inspection of the hori- 
zontal assembly. This was done on the assurance of the firm that 
they would be fully responsible for the inter-changeability of variouF 
tower members. This decision did not allow any relaxation in the 
terms of supply provided in the P.O. according to which complete 
towers had to be supplied during 6 months period. This fact was 
brought to the notice of tkie firm again and again by the Chief Engi- 
neer as well as field offlcers and it was emphasised that the supplies 
of incomplete towers were in contravention of the agreed delivery 
clause and they would be liable to damages for delay for this default 



on their part. This had, however, no effect and the firm continued 
supplying incomplete towers on the plea that certain steel sections 
required for completing these towers were not available. This had 
resulted in accumulation of huge stocks of tower material and delays 
in <he completion of various 220 KV lines. Under the terms of the 
order, the maximum that could be done is to consider these supplies 
as incomp1ete)delayed supplies and penalise the firm for the same 
taking cognizance, however. of the relaxation admissible to the firm 
under the delivery clause." 

3.25. The Committee were informed in advance of oral evidence 
that the matter of levy of penalty had been referred to a Sub-Com- 
mittee by the Bhakra Management Board and that their findings were 
awaited. 

3.26. Asked during evidence as to when the firm supplied the first 
complete prototype of each type of tower, the Chairman, Bhakra 
Management Board stated that "it was not insisted upon because of 
the paucity of steel zections and other things." 

3.27. The Committee desired to know the avoidable extra ex- 
penditure on the project and the loss of revenue on account of the 
delay in the delivery of the towers which resulted in delay in energis- 
ing 220 KV lines. The Ministry stated that "there was no loss of 
revenue to the department since, available, power was utili~ed by 
making suitable temporary arrangements on the available transmis- 
sion lines and sub-stations at a nominal cost of about Rs. 0.86 lac. 
Regarding avoidable expenditure on account of establishment, i t  is 
stated that the personnel engaged on the construction of lines were 
put to optimum use compatible with the physical requirements of 
works." 

3.28. The Committee find that the Sub-Committee constituted by 
the Bhakra Control Board to examine the proposal for the purchase 
of 2285 galvanised steel towers for the 220 KV transmissio~r lines at 
the cost of Rs. 233 lakhs, specifically decided on 16th February, 1962 
that "the firm should be tied down to definite delivery because such 
offer as supply of the towers after sufficient steel and zinc was avail- 
able could not be accepted." They also decided that the penalty 
clause "should be made contingent on the delivery specified". The 
firm which was called to discuss inter alia this matter on 1st March, 
1962 agreed to the delivery period and the penalty clause. When the 
contract was finally entered into on 12th October. 1!362,3 provim was, 
however, added to the delivery period that "if during the execution 
of this order the company is not able to get certain steel sections on 
account of the fact that the same are not rolled%y any of the steel 
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iproducers daring any particular period, the sDrnpany sIraI1 bring 
it speciAcally to the notice of the purchaser and any short 
<deliveries on account of this shall rot  be subject to the 
levy of penaltty." The Committee would like i t  to be investigated 
as to how this proviso came to be inserted in the contract which went 
-counter to &he decision of the Sub-Committee especially when there 
was no mention of it in the minutes of meeting with the firm's repre- 
sentative on 1st March, 1962. This proviso in effect nullified the 
provision contained in the detailed purchase erder issued on 
16th January, 1963 that the procurement of steel would be entirely 
the resqonsibilfty of tbe firm. To what extent this lacuna in the 
contract went against the interest .of Government can be .seen from 

the  following. 

3.29. Due to non-availability of certain sections of steel the firm 
had to be allowed to use oversize steel sections on various dates viz., 
June, 1963, July, 1964 and October, 1966 to avoid delay in delivery 
as the firm was entitled to relaxation in the matter of levy of penalty 
in respect of steel sections which were not rolled .in the country 
during any particular period. Further, attempts were made to import 
steel in June, 1963 and again in March, 196.5. It was decided finally 
in September, 1966 to drop the idea after prolonged correspondence 
mainly on account of the firm's refusal to bear the extra cost although 
the purchaser was liable for any increase in the cost of indigenous 
s h l  only. The Committee would like to know how far the time 
spent in such attempts was responsible for &he relaxation in the 
firm's efforts to procure the necessary quantity of steel in time. 

3.30. The use of oversize steel sections resulted in the increase 
of the quantity of the finished product by 480 tonnes valued a t  
Rs. 6.41 lakhs. The Committee find that the opinion of the legal 
section of the Punjab State Electricity Board given in 1!%4 as also 
of the Legal Remembrancer, Punjab and the Ministry of Law obtain- 
ed in 1966, was that since the responsibility for procurement of steel 
was that of the supplied they should bear the additional cost of the 
increased tonnage or pay damages for non-delivery of the stipulated 
material. However, even earlier in July, 1963 the firm was told that 
they would be paid for the additional tonnage excluding the cost of 
fabrication and galvanising. The Committee would l i e  to know 
how this understanding was created without taking legal opinion. 
This is all the' more important because the Law Ministry have suhsc- 
quently held inter alia that this had the effect of modifying the stipu- 
lation that procurement of steel would be the responsibility of the 
firm. 



3.31. Although supply of tower materials should have been corn* 
pleted by March, lS64 in respect of 3 priority lines and by October, 
1965 for the remaining lines, the supplies were actually completed 
in February, 1967 for two lines and for the rest by mid 1969. The 
penalty for laCe delivery amounting to Rs. 11.65 lakhs according t e  
Audit, is yet to be recovered. The Ministry is of the opinion Lhat 
the penalty would have to be determined taking cognizance of the- 
relaxation admissible to the firm under the penalty clause. The 
Committee would like to know the decision taken in this regard. 

3.32. The Committee do not get any idea regarding the increase 
in the cost of the supplies on account of the delay as particularly 
under the price variation clause of the contract the increase in price 
of steel was to the purchasers account. It is common know1ed.g~ 
that the price of raw materials keeps on increasing. The Committee 
would, therefore, like to know how far the supplies cost mare on 
account of the delay in delivery. 

3.33. After examining the case, the Committee haw conle to the 
conclusion that in a contract entailing payment of over Rs. 2 croras 
the authorities have not shown sufficient care to safeguard the finan- 
cial interests. The contract and the connected documents should. 
therefore. be got examined in consultation with the Ministry of Law 
in view of the lacuna pointed out by the Committee to see whether 
there was any malafide intention. Further, it should also be seen 
whether similar contracts were entered into by other authorities 
with the attendant difficulties of the kind noticed in this case. The 
results should be intimated to the Committee within six months. 

Outstanding recoveries 

Audit Paragraph 

3.34. The Bhakra Management Board supplies electricity to t h e  
Delhi Electric Supply Undertaking under an agreement which has 
not been formally executed. 

3.35. The Board revised tariff rates of electricity with effect 
from 10th December, 1968; but the Undertaking has been paying 
only at the pre-revised lower rates agreed to in February, 1965 al- 
f +-..gh the revised rates were notified to it and bills were presenb 
a ce In 'j.2 basis of the revised tariff. Rs. 212.75 lakhs were re- 
coverabie from it on the account upto February, 1970. 

3.36. Under the draft agreement. When the power factor of t he  
consumer falls below 80 degrees between certain hours of consump- 
tion i t  is liable to pay a t  higher cornponded rates. Rs. 28.90 lakhs on  



this account were recoverable from the Undertaking upto Decem- 
ber, 1966. In addition, Rs. 19.92 lakhs for electricity supplied an& 
Rs. 4.75 lakhs surcharge leviable for delay in payment (from March, 
1964 onw<ards) were outstanding against it. Against these outstand- 
ings Rs. 25.19 lakhs were adjusted in June, 1966. 

3.37. Total arrears recoverable upto February, 1970 were Rs. 241.13 
lakhs. 

3.38. The Undertaking stated in February, 1970 :!IS the ques- 
tion of revision of tariff had been referred by i t  to the Ministry of 
Irrigation and Power; h a 1  outcome thereof is still nwaited (Feb- 
ruary, 1971). 

(Paragraph 45 of C & AG's Report for the year 1969-70) 

3.39. The Ministry of Irrigation and Power intimated to the 
Committee that the draft agreement for the supply of power to 
Delhi State Electricity Board (now known as Delhi Electricity 
Supply Undertaking) was drawn up in September. 1954. A 
chronological statement of action laken for findisation and formal 
execution of the agreement, furnished by the Ministry is given a t  
Appendix IX. I t  is seen that a Committee constituted by the 
Bhakra Management Board to resolve the pending issues with 
DESU in July, 1971. has submitted its report which is under con- 
sideration by the Bhakra Management Board. 

3.40. -4s per the information furnished to the Committee. the 
amount claimed by Bhakra Management Board from DESU to the 
end of March, 1971 is Rs. 511 42 lakhs vide details in Appendix X. 
In addition to not accepting these claims DESU hss a counter claim 
of Rs. 80.08 lakhs vide details in Appendis XI. The Ministry fur- 
ther intimated as follows:- 

"The Committee appointed by the Bhakra Management Board 
to negotiate various issues relating to these recoveries with DESU 
have recommended dropping the claims of Rs. 16.43 lakhs but have 
not been able to reconcile some of the major issues involved in 
the matter such as the revised rates of power supply of DESC' and 
its date of application. A major part of the claim made by 
Bhakra Management Board arises out of its proposal to increase 
the rate of power supply to DESU from 4.3 paise per kwh to 7.93 
paise with effect from 10th December, 1968. BMB issue notice on .9th 
June, 1971 of their intention to terminate power supply to DESU 



after 13th April, 1975. At the 24th meeting of the BMB held on 
26th October, 1971 the Board decided as under: 

"After hearing the details, which the Chairman summed up  a t  
the time of the meeting, the Board decided that it should act as 
the Law on the subject provides. Therefore, they desired that 
expert legal person be consulted in regard to:- 

(1) The status of the Bhakra Management Board vis-a-vis 
DESU and other consumers in respect of power supply. 

(2) Whether in view of the previous meetings and corres- 
pondimce exchanged the Bhakra Management Board can 
restrict the demand of DESU to 60 MW by cutting off 
feeders, if need be. 

(3) Disconnect supply of power to DESU if they do not 
agree to make payment at these revised tariff since noti- 
fied to them by giving 15 days 'notice'. 

"A communication has just been received from the Delhi Elec- 
tric Supply Undertaking wherein i t  has made a reference to this 
Ministry for a decision on the following points: 

(i) whether firm power supply to Delhi Electric Supply 
Undertaking was 60MW or 80 MW? 

(ii) What should be the date of applicability of the revised 
tariff? and 

(iii) What should be the revised Tariff for supply to Delhi 
Electric Supply Undertaking? 

The matter is being examined." 

3.41. As regards the possibilities of eventual payment of dues 
by the DESU, the Ministry stated: "In so far 3s 1!)7:-72 is con- 
cerned, DESU according to its latest forecast fun;ished to the 
World Bank shows anticipated gross revenue of Els. 2070 lakhs 
agaist an estimated revenue expenditure (excluding interest) of 
Rs. 1550 lakhs leaving a surplus of Rs. 520 lakhs. This was hardly 
sufficient to meet the annual interest liability and depreciation, 
DESU have not provided for purchase of power from BMB at  the 
revised rate and will not be able to meet the additional cost of 
BMB power. DESU proposes to meet the additional cost of Bhakra 
power, if required, by raising tariffs to its consumers suitably. 
DESU also coptends that it cannot raise additonal charges from 

-consumers for past transactions." . 



3.42. Asked about the role of the Ministry of Irrigation and 
Power in the matter, it was clarified: "The Central Government 
cannot interfere in the day to day functioning of the PESU or the 
BMB. As indicated earlier, the question of the execution of the 
power supply agreement and its subsequent compliance by the 
parties is a matter to be decided between the parties to the agree- 
ment viz. the Punjab Government and the Delhi Electric Supply 
Undertaking. The Ministry of Irrigation and Power cannot interfere 
in the matter unless specifically requested by the parties concerned. 
The Ministry of Irrigation and Power has always been playing n posi- 
tive role in the settlement of any dispute between DESU and the 
Bhakra authorities whenever called upon." 

3.43. The draft agreement for the supply of power to Delhi Stat. 
Electricity Board "(now known as Delhi Eiectricity Supply Under- 
taking) by the Bhakra Management Board drawn up in September, 
1954 and as revised on the basis of various discussions has yet to be 
finalised and normally executed. This inordinate delay of over 17 
years gave rise to needless disputes regarding the liability of the 
former to pay for supplies as demanded by the latter from time to 
time. According to the information furnished to the Committee, the 
amount claimed by the Bhakra Management Board to the end of 
March, 1971 was Rs. 511.42 iakhs which however had been disowned 
by the DESU who preferred a counter-claim of Rs. 80.08 lakhs. The 
Committee view all these between two Government Undertakings 
in both of which people have a stake, with great concern. They trust 
that through the good offices of the Ministry of Irrigation and Power 
the issues would be settled expeditiously to the mutual satisfaction 
of both the undertakings taking into account particularly the finan- 
cial position of the DESU and without injuring the interest of consu- 
mers. The settlement reached and the execution of the agreement 
may be reported to the Committee within six months. 

Outstanding dues for unauthorised stay in Rest Camp and for trunk 
call charges 

Aud.it Paragraph 

3.44. Out of payment of Rs. 10,104 made to the Posts and Tele- 
graphs Department during August-October, 1966 on eccount of 
trunk calls booked from the Bhakra and Beas Designs Organisation 
Rest Camp. Delhi from August, 1981 to July, 1966, a sum of 
Rs. 7.236 on account of unverified trunk calls was shewn by the 
Chief Design Engineer, Bhakra and Beas Designs Organisation in 
accounts as recoverable from certain offlcers!private individuals. 



This included a sum of Rs. 4,195 stated to be recoverable from r- 
private individual or his representative for the period from July,. 
1962 to May, 1964 for which no entry was made by them in the 
telephone register. Based on the dates on which the trunk calls 
were booked by them, a sum of Rs. 1,678 was also recoverable 
from them on account of stay charges in the Rest Camp, which 
was occupied by them forcibly without permission from authorities 
concerned. 

3.45. The matter regarding recovery from the individual was 
referred to Legal Remembrancer, Punjab in January, 1965 who 
entrusted the case to an advocate for instituting a civil suit. The 
advocate held in July, 1966 and again in November, 1966 that he 
did not find enough material on record t.o sustain any action 
against the individual concerned. The case was now being ref- 
erred by the Bhakra Management Board to the Law Ministry of 
the Government of India for advice. 

(Paragraph 46 of Government of Punjab Audit Report, 1968) 

3.46. The Senior Design Engineer, Beas Design Organisation 
intimated Audit on 5th August, 1970 that Rs. 7317.94 on account of 
unverified trunk call charges and stay charges had been written off 
as per details given below:- 

( i )  Stay charges pertaining to Sh. . . . . . . . . . . . . . . . . . . . .  Rs. 1,678.04 

(ii) Trunk call charges relating to Sh.. . . . . . . . . . . . . . . . . . . .  Ks. 4.IY5.35 

(iii) Irrecoverable trunk call charges relating to other Visirors 
(year 1961-66) . Ks. 1,232.90 

(iz, ', Irrecoverable trunk call charges for subsequent period . Rs. 21 I ,65 

3.47. As regards the recovery from the private individual, the 
Secretary, Ministry of Irrigation and Power stated during evid- 
ence: "This is really a bad case. Unfortunately we are helpless 
because evidence is not available. Law Department advised that 
we have not sufficient evidence to pursue this person for recover- 
ing the amount." Asked as to how the individual was allowed to 
forcibly occupy and stay on in the Rest Camp, the Committee 
were informed that as the project was a Punjab Government pro- 
ject at  that time and as the individual was the son of the then 
Chief Minister the authorities were helpless. The Chowkidar 
eould not insist on his entering the details of stay and trunk calls 
booked in the relevant registers and he "did not want to be beaten 
or dismissed". - 



3.48. The Committee were further informed that there were 
enough circumstantial evidences that the charges pertained to the 
individual but there was not sufficient evidence to file a suit in the 

.court. 

3.49. Subsequently the Ministry of Irrigation and Power inti- 
mated in a note that "the bills are verified on their receipt and 
necessary adjustment is made. To avoid the disconnection of the 
.telephone, the amounts of unverified and unclassified calls are 
placed in the Misc. Advance of the person concerned which are 
.cleared subsequently by adjustment or by recovery. In this case, it 
may be mentioned that the telephone provided in the Rest Camp at 
Kakanagar was provided for the use of visiting officers and persons 
staying. Inspite of clear instructions recorded on the notice board 
and repeated requests by Chowkidar, the trunk calls made by visi- 
tors (including Sh.- and his men) were not general- 
ly entered in the telephone register maintained in the Rest Camp 
for the purpose. Letters to the visitors who stayed in the Rest 

*Camp during the relevant period, were also issued, requesting them 
to intimate if they had made any trunk calls from the Rest Csmp 
at Kakanagar. The replies in some cases were received after a long 
time. As a result of this effort, it had been possible to locate calls 
amounting to Rs. 1045.54 in addition to the calls that were verified 
immediately on receipt of the bills. The amount of the bills accu- 
mulated upto 1966 was paid to the Posts and Telegraph authorities 
by placing the unverified calls in P.W. Misc. Advance under the 
approval of the then General Manager, Bhakra Dam so as to avoid 
disconnection." 

3.50. The following measures were stated to have been taken to 
;avoid the cases of the kind mentioned in the Audit para: 

(i) Notices have been displayed in bold letters near the tele- 
phone as well as in the other rooms of the Rest Camp, re- 
questing the visiting officerslpersons not to forget to enter 
the trunk call (s) in the telephone register maintained in 
the Rest Camp. 

(ii) A column has been introduced in the stay register. again 
reminding the visitors to enter the trunk calls in the tele- 
phone register. 

(iii) The chowkidar has been given definite and strict instruc- 
tions to put up to each visitor the telephone register along 
with the stay register and insist on them to give necessary 
remarks in the trunk call column. 



(iv) One Assistant Design Engineer has been instructed to* 
exercise occasional check in this connection soon after 
the visitor leaves the Rest Camp. 

(v) The chowkidar has been instructed to keep telephone 
locked, when not in use. 

3.51. The Committee note that out of trunk call charges amount- 
ing to Rs. 10,104 for the period from August, 1961 to July, 1966 paid 
by the Bhakra and Beas Designs Organisation Rest Camp, Delhi, a 
sum of Rs. 7,236 had accumulated on account of unverified calls. 
Ultimately a sum of Rs. 5,428.25 had to be written off 'by the Orgaaisa- 
tion as irrecoverable The Committee was given to understand that 
the telephone was provided in the Rest Camp for the use of visiting 
officers and private individuals and that despite clear instructions 
the trunk calls made by them were not generally entered in the rele- 
vant register. In view of this experience, the Committee would sug- 
gest that the desirability of barring the trunk/STD call facility in 
respect of telephones installed for the me of visitors in the rooms 
of the Rest Houses/Rest Camps except where it is necessary for 
oficial purposes may be examined in consvdtation with the telephoim 
authorities in case it is not possible to collect the charges from the 
occupants before they vacate. 

3.52. The Committee are concerned to learn that stay and trunk 
cali charges amounting to Rs. 1,678 and Rs. 4,195 respectively during 
the period July, 1962 to May, 1964 in respect of a private individual 
who is stated to have been highly connected when the Beas Project 
was under the Punjab State Government. could not be recovered for 
want of suflicient details and that the authorities were helpless in 
the matter of ensuring the relevant registers being filled in by him. 
The Committee do not, therefore, desire to pursue this unfortunate 
episode further. They, however, wish to observe that abuse of 
Government facilities is all the more reprehensible and unbecoming 
if it is indulged in by close relations of highly placed persons to the 
embarassment of lower officials. They accordingly desire that any 
deliberate defiance of d e s  by such individuals should be ought to" 
the notice of the highest executive then and there. 

Locking up of funds due to excessive purchase 

Audit Paragraph 

3.53. In September, 1954, the Board estimated that 2,800 squarc- 
metres of 'wool felt' would be needed to cover the scroll casing on 



sturbines under erectiqn a t  Bhakra Right Bank Power Plan. Ac- 
cordingly, during March, 1965 to June, 1965, 2,800 square metre of 
'wool felt' was purchased. Out of the quantity purchased only 
1,000 square metres were used for the work and 1,800 square metres 
valued a t  RS. 1,71,181 are lying unutilised since November, 1%5. b. 
June, 1966, the Board held that the excessive purchase was primari- 
ly due to wrong estimation for which rmpons&ility was required to 
be Axed. No responsibility has, however, been fixed as the Board 
has held subsequently in February, 1967 that the excessive esti- 
mation of the requirements was due to some misunderstanding and 
genuine error. In July: 1967, the Board stated that efforts were 
being made to dispose of the surplus material. 

(Paragraph 76 of Audit Report, Government of Punjab, 1968) 

3.54. Asked to specify how the estimation of the requirement of 
'wool felt' went wrong and what was the exact nature of misunder- 
standing and error, the Ministry stated. "The Russian Designers 
intimated that the area of the roofing material was 210 sq. meters 
for each turbine and that wool felt of 25 mm. thick should be laid 
in 2 layers making a total thickness of 50 mm. We mistook this 
as the area of each layer whereas in fact it was the total area of 
two layers i.e. the actual area to be covered on scroll casing was only 
105 sq. metres." 

3.55. The Ministry further intimated that so far barring a 
quantity of 120 sq. metres sent to Gumati Project (Tripura) the 
surplus material could not be disposed of despite efforts made. 

3.56. The Committee were informed by Audit that it came to 
notice in July. 1968 that 600 sq. metres of wool felt (value 
Rs. 60,000) had been damaged by white ants and were not fit for 
use. The Committee desired to know whether the Bhakra. 
Management Board fixed responsibility for improper storage which 
resulted in large damage to the material. The Ministry stated: 
"No responsibility can be fixed as the storage was done properly 
and disinfectants applied. The damage to the wool felt has occur- 
red despite taking precautions." 

3.57. The Committee note that out of 2800 sq. metres of 'wool 
felt procured to cover the scroll casting in two layers on 5 turbines 
under erection at Bhakra Right Bank Power Plant, only 1,000 sq. 
metres were actually required. That the excess purchase was dne 
to a genuine 'misunderstanding' that area of 210 sq. metres indicated' 



,by the Designers was of each layer for a turbine is hardly convin- 
cing as even according to this 'misunderstanding' the quantity re- 

quired for 5 turbines was only 2,100 sq. metres. Further i t  is not 
clear how the Project Engineers failed to cheek the requirements 
with reference to the designs available with them. As surplus 
material valued at Rs..l,71,181 could not be disposed of since Novem- 
ber, 1965, except a small quantity of 120 sq. meters, the Committee 
desire that suitable action should be taken against the official con- 
cerned for the excessive purchase and that it should also be investi- 
gated whether any favoulrtism was shown to the supplier. 

3.58. The Committee regret to learn that 600 sq. metres of wool 
felt valued at Rs. 60,000 had heen damaged by white ants and were 
not fit for use. If the storage conditions were proper as claimed by 
the  Department and the condition of the material was periodicallv 
checked, the Committee fail to understand how there could be such 
large-scale damage. They accordingly desire that responsibility for 
the lapse should be fixed. 

3.59. The Committee desire that concerted efforts should be made 
to  dispose of early the remaining quantity of wool felt through the 
DGS&D so as to avoid further losses due to damages or deteriora- . . -  
tion of the stock. 



Acceptance of defactfve 'wheels 
.Audit Paragraph. 

4.1. A purchase order for 494 chilled cast iron wheels for mine 
cars was placed on a firm in December, 1966. The wheels were to 
be supplied by the firm unmachined. Machining was to be dane in 
the workshop of the Beas Project. Before despatch, the wheels 
were inspected by the Director of Inspection of the b rectorate 
General of Supplies and Disposals and passed by him. In accord- 
ance with the agreement with Arm, 90 per cent payment was 
made against ?ailway receipts. After redeipt in the Project, on 
machining the wheels were found to have blow holes and other 
,casting defects. Tip firm refused to replace the defective wheels on 
the ground that they had been inspected, passed and accepted by 
Director of Inspection before despatch. The Director of Inspection 
who had checked only the dimensional accuracies after visual exami- 
nation contends that since no machining was provided for in the 
purchase order, he cannot be held responsible for not detecting 
during inspection the blow holes, which can be discovered only after 
machining which in this case was to be done by the consignee. The 
Ministry of Irrigation and Power, on the other hand, is of the view 
that since it was known that blow holes could occur in a work of 
this kind, it was for the Director of Inspection to find out how the 
*existence of blow holes could have been detected and that, as a 
matter of fact, they could have been detected by X-ray examination 
.(X-ray examination is a specialised test). 

4.2. Tqtal expenditure on g~count of 90 per cent payment, freight' 
wharfage, machining and other miscell'aneous charges incurred was 
Rs. 92,764. No bills of the supplier were pending with the depart- 
ment or the Director General, Supplies and Disposals. The firm has 
closed down its business due to labour trouble. 
" 43. Government 'intimated (November, ' l9aO) that the matter of 

tecwer?J from the flm has been taken up for arbitration and that 
&he &rap value'bf the rejected wheels was Rs. 0.26 lakh. 

Ramgraph 44 of C&AG's Report for the year 19(RB-70). 
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4.4, The Ministry of Irrigation and Power intimated &at &e &m 
on whom owbrs for 994 chilled cast men wheels for mine c ~ r s  \weme 
placed by the Beas Project authorities, was neither registered with 
the DGSdrD .nor with the funjab Government. W e d  as tu w W  
safeguards the indentor bad w~vided & the can*&t agaiaat defec- 
tive supplies, the Minisby stated #at it .was etipulated that %he 
mater$al will be despatched uhy the firm after inspecrim by the 
representative of the DGS&D. 

4.5. To a question whether the inspection as decided 
u p o ~  was coyre$, the Secretary, of Irrigation and Power, stated 
dur.hg eyidence that the As alongwith the relevaht documeats 
ipclpdipg tpe drawings were sent to the. &S&D and add& 'In 
the drawings it is also stated that the wheels will have to be machined 
after receipt by the project. The D G W  being a very expert orga- 
nisation having in their hands all the documents and also the object 
of placing this AT including the conditions of purchase, namely *at 
on the basis of their certificate the indenting authorm has to make 
payment of 90 per cent against the RR otherwise demurrage would 
be incurred and the goods may not be given, the identing authority 
assumed that whatever inspection was necessary far this purpose 
would have been done by the DGS&D. We &!rote $I the DGSFtD 
asking why they did not do the inspection which could have detected 
the air holes which could be exposed only when you darted machin- 
ing. Their reply has been that they had done the viaual fnsp&tion 
and checked up the dimensions etc., but they did not subject the 
wheels to test for finding out air holes under the surface which 
could be done possibly by a percentage of X-ray test. These ere 
the facts of the case. Ordinarily, these diflculties do not arise if it is 
a company which has been svpplying stores for so many years. But 
this company had quoted very much less than the companies which 
were usually supplying. Under these circumstances, it is a que- 
whether the D&&D should have been careful or the' indenting 
authority should have been extra careful. The indenting authority 
left it to the DGS&P. They said, We did usual inspection, that is 
visual inspection. We did not resort an X-ray test'." 

4.6. Explaining how 'the necessary precautions agafnst defective 
supplies were not taken by the Beas Prqject authorities while enter- 
ing into the contract, the Deputy Director General (Inspection) of 
the Directorate General of 8uppIles aad IXspods stated: "In this 
particular caw, the .gaFahrse was done by the Beoj Project them- 
selves. Had this work been given tobus-I do not suggest that this 
should .have beeh @ma to usithen our pure- ~ ~ p e r b r  wouId 
have taken two or three precautions. %'hey w d d  have e n  that 



I ei&k the. paw7 8+s regim~ with UB or WOUU hnrr spocidy 
'ekaMded It for tW purpose of $heir-.having the rapwity to produce 
.Wee dtbns. Setlanid~ 'they would have also seen that tha fhm wab 
pikpared to dgrie to a uM&l d m ,  that iq notbthstanding b s p e  
tfbn, the conaigMe has the ultim$fe &ght of rejection abould,an3r- 
thing happen atrMs end. There are same of the few .loose-cnds 
wliich the e x k t  purclrrade argani~akim would.have tied before phc- 
ifig the order. Unfortunately, the pwchmr in thfs instance was not 
an expert purchase and these slips did take place." 

4.7. As regards X-ray examination, the witness said: "The fact 
remeins that these wheels, when they reached the de-tinatioll, had 
to be machined. The blow holes could only be located when the 
machining was completed. The suggestion that came from the 
indentor to X-ray them would be impractical becaue a wheel costs 
Rs. 150 or so and an X-ray plate will bost me Rs. Mi-. Moreover, the 
suggestion came tos late. @dy the proof-machining could be done 
on the balance supply which too unfortunately was not provided in 
the contract. My inspectors are absolutely legalistic minded as well 

' as technical minded. They would only C- out the inspection as 
provided in the specifications of the contract and this they had done." 
He added: "This is not unusual and many times we have released 
stores like that, machining being done at the consignee's end. The 
only lacuna'in the contract was that the consignee's right of rejec- 
tion was not there. Had it been there, the contractor could not 
have escaped. In this case, we could have still pressuriced' him 
if he had existed. Unfortunately, he does not exist now." Earlier 
the Committee were informed by Audit that the firm had closed 
down its business due to labour trouble. The Ministry further inti- 

, mated that a registered cover sent to the firm on 4-3-1971 asking 
them to convey their consent to the holding of arbi t rath was re- 
ceived back undelivered on 3W1971 with the remark by Postal 
authorities that the addressee had 'left'. 

4.8. Asked during evidence as to whether it was not the business 
of the inspecting officer to advise on the adequacy or otherwise of 
the test, the Deputy Director General (Inspection) deposed:- 

"In an ordinary course, the inspecting ofl8cer will not advise 
the purchaser because he will take it bor granted that the 
purchase has 'been done in an e m  manner as is ex- 
pected to be done. Obviously h p e c b r  C I U ~ O ~  take over 
purchaser's responsibility as that will mam delays etc. 
Then he will be Mamed for unnecessary conospondence 
by the purchaser." 



4.9. According to the Audit pargraph the scrap value of rejeckd 
wheels was Rs. 0.26 lakh. The Seaetary, howwer, ihfoaxned the 
Committee: "&n receipt of the machines, howww, we have made 
the best use of thsm We could have used all these wheels except 
22. h the Arst place, out of 241 wheels out of tlie total when they 
were machined, were found in order without holes or any bubbles 
but the remaining ones at the time were falling short of %e appro- 
priate quality. The project had some special type of steel which 
they had imported for penstocks and they have found by retreading 
the outer surface with the left out pieces of this type of steel they 
have been able to use all the wheels except 22 wheels and this pro- 
cess has led to a very interesting, if I may say so, piece of research. 
That is by doing a little -ding at extra cost, tlie life of the 
machines has been doubled. That is, if ordinarily the wheels could 
be used for f w r  months, with this retreading we found we could 
double the life, namely, for 8 months. This is the latest information 
we have. We could not give this infomiation earlier as they were 
not sure as to what would be the performance of the wheels after 
this retreading. I am very happy to say that of the remaining 
wheels, apart from the first 241 wheels which were used, the remain- 
ing 230 wheels have been retreaded and actually used and their per- 
formance is double the life of the normal wheels. This ia the position 
and it has been economically worked out. We are also fighting out 
with the assistance of legal'authority just how the maximum we 
can get out of them. There is no loss as such because this 10 per cent 
in ally case we are going to retain. We are going to see whether we 
can get anything out of the arbitration pmceedinga. 

4.10. Regarding the whereabouts of the firm, he stated: "We are 
making local enquiries whether they have gone somewhere else or 
whether they are trading in some other name and this we are doing 
and if at all we can get anything more out of them in addition to 
the 10 per cent we will try to do so." 

4.11. Subsequently the Ministry intimated inter a h  the cost 'of 
retreading as required by the Committee as follows: 

"In all 494 wheels were received from the firm. 241 were 
found in order after machining. 230 were used after retreading. The 
details of the balance 23 wheels are as follows:- 
------ 

Lying in broken conditions . . . . . . . . 9 
Lying in stock . . . . . . . . . . 13 

Issued to N-I Worbhop . , . . . . . , I - 
TOT i u . . . . . . .  9 



1 
lPle cwt  af hW€mding ohe wheel is 3h 175.00. By retreading the 

lift? of t&e WW has increesed by 100 per mt!' . , j '  , 
4.U. Dealing k t h  & proc&al'aspects. the Secretary deposed: 

"On the procedure, both qf us must have grown wiser after this 
experienae. We 4ave also gained out of this experience that in 
inter-Minisb~ial transactions we should be able to give and 
exchange expertise much closer and much more useful then it has 
been the q a e  earlier." 

413. As regards corrective measure, he added: "The Arst thing 
we have taken care of now is to look into the credentials of the firm, 
whether they are registered or not." 

4.14. The Committee desired to know the present position of 
arbitration. The Ministry intimated after the oral evidence: "Now 
that the wheels have been used no further action has been taken to 
start the arbitration." 

4.15. I t  is distressing to note that while going in for the purchase 
of 494 chilled cast iron wheels for mine cars at an appmxbate eooS 
of Bs. 1.03 lakhs, the Beas Project authorities failed to take sufiident 
precautions against defective supplk. The credentials and calk- 
city of the firm were not verified. The osual right of rejection not- 
withstanding the inspection before despatch when machining was to 
be done by the consignee and the proof machining before inspection 
were not provided for in the contract. A11 these resulted in the 
firm refusing to replace the defective supplies. The Committee un- 
derstand that the h had since closed down their business and 
their present whereabouts are not known. That the organisation 
lacked expertise is clear from the foregoing facts of the case. The 
Committee would like to know whether there were similar lapses 
in other contracts entered into by them which led to losses. 

4.16. The Committee also notice a rather rigid attitude taken by 
the DGS & D's organisation which was requested to arrange for 
inspection of the wheels in not bringing to the notice of the purcha- 
ser the loopholes in the contract and the inadequacy of inspection. 
The Committee would, therefore, like to suggest that there should 
be closer coordination and exchange of expertise between the inde- 
pendent purchasing agencies and the DGWD who are the experts 
in the Aeld, in order to safeguard tbe larger interests of Govern- 
ment as a whole. . 

4.17. Although the Committee were assuted during evidence that 
local enquiries were behg made ta laeate the supplier in order to 
see whether anything more than the 10 per cent payment withheld 



c o d d b e ~ v & t r u t h f o . t ~ . d e f e c t h . s q p g W a , t l n ~  
try subsequently intimatad that ''am &at tbs w h d  b v e  S#sn 
wed no furthar actiom bu been Wren" in the matter. The Com- 
mittee were informed that ZW out of 253 dstective whada coakl be 
used aftsr rehading at the cost of Bs 175h per wbed which M-. 
dentally enhanced the We of the wheeIs by 100 per cent. The c9a 
of each wbbal was, hmever, stated to .be &a 158/-. As the defective 
wheels could be used only after spending more than their dg lna l  
cost, the C o d t t e e  do not appreciate the decision of Govannnent 
not to proceed agairsst tbe mpplier fwther. They would, therefore, 
like Government to explore the possibility of recovering the loss 
my. . . 

Irregular advance payments 

Audit Paragraph 

4.18. In order to utilise savings of budget allotment during 1965- 
66, Pandoh Township Division, Sundernagar Township Division and 
Electrical Division of Beas Sutlej Link Project made advance pay- 
ments in February, 1966, to the extent of Rs. 65 lakhs, Rs. 40 lakhs 
and Rs. 35 lakhs ~espectively to certain other divisions outside the 
Project for works to be carried out by them on behalf of these 
divisions. The procedure of making advance payments for works 
to 'be executed by the other divisions was in contravention of the 
relevant financial rules. The amount was debited to the Suspense 
Head "Miscellaneous Public Works Advances". 

4.19. Adjustments to the extent of Rs. 12.61 lakhs, Rs. 10.86 lakhs 
and Rs. 16.55 lakhs only were made upto March, 1967, against the 
works executed by the divisions concerned. 

(Paragraph 49 of Audit Report, Government of Punjab, 1968). 

4.20. Asked to explain how advance payments mentioned in the 
Audit paragraph were made in contravention of the financial rules. 
the Ministry of Irrigation and Power stated as follows:- 

"Since the work was to be done by the Divisions not fonning 
part of the project, it was necessary that funds should be 
placed at thpir disposal before they could undertake the 
works for the project. Moreover, before the fiands were 

placed at their disposal, the matter was discussed with 
the concerned officers of those divisions who had stated 
that they would utilise the funds for the works of the 
project and the funds were accordingly placed at their 
dispo,!* 



4.21. The Ministry further intimated that a sum of Rs. 13,962 still 
remained to be adjusted. w 

4.22 The Committee are inclined to trts a d o u s  view of the 
violation of flnaneial nrles in making advance payments to the m- 
tent of Es. 1.40 mres  to Divhbm outside the pmject by cukin 
bear project Divisional authorft'i tawads &he end of tBe yew 
-5-66 just to avoid surrender of funds with the result t h t  the 
money was not available for dher lmmsdfate needs. Tbe lapse kr 
all the more deplorable as the advance has not bemt adjusted fully 
as yet (1971-72). The Committee tntQt that s d  impfoprieties 
diluting the budgetary control will not be committed in futtw. 

ERA SEZHIYAN, 

Chairman, 
Public Accounts Committee 

April 12, 1972 . . 
Chaitra 23, 1894 (Saka). 





APPENDIX I 
(Ref. Para 1.22) 

Note on the allocption of cost of  the estimate of Najafgarh D r a i ~ g e  
scheme P W  ZZI amongst the benejiaaTies 

The Technical Committee for scientific assessment d the prob- 
lems of Floods in Delhi and neighbouring areas decided in May, 1964 
to increase the capacity of Dhasa regulator and the outfall channel 
from Dhasa to Kakraula to 3Q00 cs. The estimate for Phase 111 pro- 
vides for works fmm Kakraula-regulator to Dhah Bund. The de- 
tails of works are shown in abstract of the estimate (enclosed). 

It is seen that in the estimate some items have been provided for 
the specific benefit of Haryana, some for Delhi and the rest are of 
common interest to both the territories. To allocate the cost, bet- 
ween Haryana and Delhi, the following basis are taken. 

1. Specific cost for specific works debited to the territory con- 
cerned. Construction of outfall channel from Dhasa bund 
upto Jheel has been charged to Haryana as it is specifi- 
cally to drain Haryana waters. 

Cost on construction of Dhasa bund, 2 regulatm, strengthen- 
ing of Dhasa Bund, etc. in addition to the works from Najaf- 
garh Jheel upto Kakraula has been taken as common cost. 
This cost is first divided in proportion of 450:2550, as 450 is 
the discharge from Jhazgarh Jheel to be drained on sll 
times and has been charged to Haryana. The balance cost 
fu r  2550 cs. has been again sub-divided in the ratio of catch- 
ment areas of the Jheel (Haryana being 131 sq. miles and 
Delhi being 149 sq. miles) . 



Machine No. R B I  (DL-8). 
RB-3 (DL-KO). 
RB-4 (DL-11). Purchase in December, 1960 @ REG 1.70 lacs each. 

Machine No. Schedule Working Schedule Working Schedule Working Scheduk Working 
Hours Hours Hours Hours Hours Hours Hours Houca 





Statement of Schsdscle Hours1 WorEng hours of Tata P. & H. 2f Cubicyards. Camcity go' Boom. 
Machine No. DL-ra Purchased in 5/66 

DL-13 Purchased in 5/66 
DL-14 Purchased in 6/66 
DL-15 Purchased in 6166 
DL-16 10166 @ Rs. 8.96 la- each. 

Machine No. Schedule Working Schedule Working Schedule Working Schedule Workin8 
Hours Hours Hours Hour8 Hours Hours Hou~s Hours 

- -- -- 

% Efficiency of operation . . .  112.7% 94.5% 90% 49'8% 

Overall 86.75% 

- -. - - - - 



APPENDIX m 
(Ref. Para 2.20) 

Statement showing existing tatif and 7soiaed tori8 recommended 
by the Tmif Committee 

(A) THE EXISTING TARIFF IN ANDAMAN AND NICO~AR ISLANDS WAS u s r  
: R E V I S E D A N D = ~ ~ Y E A R ~ W O .  T H t ~ i U U l r F ~ s ~ s v m m :  

(I) Domcstic light and fm . . . j61ig KWH h 6 pnk r e W  if paid 
the pee date. 

(a) Public Li&ting (Sneet Light) . @ P. per KWH nett. 

(3) Domestic power . . . 31 P. per KWH lesr 6 paise rebate if paid 
within the grace date. 

( 4) Industrial power :- 

Below jooo KWH per month . . 31 P. 
3001 t0 5000 KWH ,, . . . 30 pa 
5001 to 7~ooKm-I ,, . . .t7P. 
7501 to IOOOO KWH ,, . . 26 P. 
above 10,000 KWH ,, . . . a5 P. 

The special rate fixed for the Forest Department is 28 P. less 6 
Paise rebate for payment within due date. 

(B) PROPOSED REVISED TARIFF FOR SALE OF ELECTRICITY BY THE 
ELECTRICITY D m .  OF ANDAMAN AND NICOBAR ISLANDS 

(a)  Domestic Supply: 

Available for lights, fans domestic appliances, cooker, refrigator 
aetc. at low tension. 

For first 30 Kwh per month @55 P. per Kwh. 
Balance consumption per month @ 35 P. per Kwh. 
Minimum charges; Rs. 5 per month for service. 
Late payment surcharge @5 per cent. 

,fb) Non-Domestic Supply: 

(Single phase low tension supply upk, 5 Kw and 3 phase low tension 
supply for higher loads). 

Available for lights, fans, small motors, appliances to all non-resi- 
dmtial premises, such as shops, business ho~ses, cinemas, club, gov- 
ernment and private offices, wireless, school, hospital, hostels, guest 
house6 etc. 



For b t  60 Kwh per Kw of conneckd looQ per month @J 60P p t  
Kwh. 
Balance coarumption por -~Qtb @ cbSP per Kwh. 
Minimum charges Rs 7.50 P per month for service. 
Late payment surcharge @ S , p r  cent. 

(c)  Industricrl Supplg-Gencral 

Available at 3 phase low t@on for motive power and other pur- 
poses, All India Radio, Water Worb 9tc. 

All cmsumpticm @ 40 P. per Kwh. 
Minimum charges Rs. 5 gcu H .P. of connected load per month. 
Late payment surcharge QD 5 per cent. 

, . 
(d) Chatham Saw MildSpclal Tafifl 

Available at 3 phase from the 400 volts. LT bus of the Chatham 
Power House. 

All consumption @ 31 P. per Kwh. 
Minimum charges Rs. 5 per KVA per month. 
Late payment surcharge @ 5 per cent. 

Lighting 

For all industrial consumers at (C) and (D) above- 

Permitted upto 5 per cent of the total consumption for bonaflde 
factory lighting and other fittings in the factmy building, ib o5ce 
compound etc. located within the factory premises. The balance of 
the consumption will be charged under category 'B' above. 

( e )  Street Lighting 

Applicable for lighting on public streets and mds ,  parks in mu- 
nicipalities, panchayat etc . 

All consumption @ 45 P. per Kwh plus line maintenance and lamp 
renewal charges. 

Minimum charges Rs. 2.50 P per point per month. 
Late payment sucharge @ 5 per cent. 

For periods not exceeding one month in the first instance, extend- 
able for further periods of one month each, in all not exceeding 6 



months., Available for fairs, exhibitions, temporary cinemas, 
riages or any other purposes. 

Supply would be available at single ar 3 phase at low tension. 

Rates of Supply 
Applicable for relevant categoty of load for permanent supplr 

plus 20 per cent. 
Minimum charges: Two times that applicable for the relevant 

category. , . 



(Ref. Para 3.19) 

PUNJAB STATE ELECTRICITY BOARD 

NO. 168551PNT-1351S dt. 10-7-631 

From 
The Chid Engineer (Planning), 
Projects Section, 
Patiala. 

'To 
Mls. A lmk  Ashdown & Co. Ltd., 
18, Bank Street, 
Bombay-1 . 

SUB:-P.O. 6071 12151PNT-14111 dt. 16-1-KLProcurement of steel 
testedluntasted of higher sections. 

Dear Sirs, 

Your attention is invited to the minutes of the meeting held on 
8-6-63 in New Delhi, a copy of which has already been supplied to 
you, regarding the use of testedluntested higher sections of steel in 
place of design sections. 

The case has been further examined in this oface and the follow- 
ing points emerge as a result thereof:- 

1. That according to the contract agreement, you have to supply 
towers @ 750 long tons per month and further in lots of 200 Nos. 
complete towers. This is subject to levy of penalty. The only sav- 
ing is in case of those sections which are not being rolled by any of 
the steel Producers. 

2. It will thus be seen that the approval of higher testedluntested 
.sections in place of design sections which are being rolled in India 
but in short supply will emable you for exemption from levy of 



peWdtgr W h  ih be= bi' 41rs &fitfact you aie lia& kii pay. it has 
abtdentecf tRat lhdgC d fid d e i h  sei3ions for which d k t e  

&thIHI WQ Beai iippfbJed ark tieing rolled ih fndia. 

3. Further, it can be readily appreciated that approval of hi@r 
sections in place of design sections is going to have a considerable 
effect on the weight, of hished structures. It has been calculated 
that if all the alternate sections approved are procured in full, it shall 
mean an acdCLfaonal tonnage of approx. 1,300 M. tons of finished 
structures and assuming the cost of finished structures at sit@ O 
Rs. 1500 kl. tons, it shall mean an additional expenditure to the 
purchaser to the tune of Rs. 20 lacs. 

4. That this additional expenditure which the purchaser shall have 
to incur is an unnecessary expenditure and is being incurred pri- 
marily on account of the fact that you have not been able to honour 
your mnmitments according to the contract. I t  has been clearly 
established in the meeting held on 7.6.63 in Delhi under Sh. M. R. 
Sachdeva, Secretary, Irrigation & Power Ministry, Govt. of India, 
whein Sh. M. R. Chopra, Chairman, C.W. & P.C., Sh. H. R. Bha- 
tia, Chairman, Punjab State Elecy. Board and your very senior re- 
presentatives were also present that blame for the delay in sup- 
ply of W e r  materials lies entirely at your door. 

5. Further, your expenditure on the fabrication and galvanising 
of this additional tonnage will be negligible. For example, it does 
not cost anything extra if holes are punched in M.S. angle 100xlOOx8 
in place of 100xl00x6 mm and any charges an that account will sim- 
ply mean enhanced profits to you. 

6. I t  will thus be seen that approval of higher alternak sections in 
place of &sign sedions is beneficial to you from two main po-ints of 
view, exemption from penalty clause and huge additional profits 
whereas to the purchaser they mean an unnecessary additional ex- 
penditure of huge magnitude which may bauch the figure of Rs. 20 
lacs. 

7. You will please appreciate that this is a very unfortunate situa- 
tion and it is not fair play that your inability to procure steel in 
terms of the contract may mean additional profits to pu, while in- 
flating the cost of our project. 

In view of the position detailed above, it is suggested that a meet- 
ing all your very senior representatives with purchaser's r e p r m  
tatives be held in Patiala in near future to thrash out this probleun 



and find an equitable solution. The matter has been exarnined land 
it is considered that for the additional tonnage, you shall be paid tot 
steel only and nothing extra shall be paid for fabrication and gal- 
vanisation 

Please acknowledge receipt. 

Yours faithfully, 
MI- 

DA I Nil. Superintending Engineer 
(Projects), for 6 E. (Planning), 

PSEB, Patiala. 



APPENDIX v 
(Ref. Para 3.20) 

Opinion of the 2ega.l Section of the Punjab State Electricity Bmwd 

"In view of the position explained and as can be seen from the 
documents enclosed with the reference, clause 15 (1) of the P. 0. in 
question attached with the contract (which forms a part of it) pro- 
vides that the procurement of steel will be entirely the responsibility 
of the supplier. The purchaser, however, would be prepared to 
rendek every possible assistance for the early procurement of the 
same. It  would, therefore, appear that the responsibility to pro- 
cure the proper design sections for the manufacture uf the t o a m  
was the sole responsibility of the suppliers and it was for them to 
arrange to procure the requisite material in time for the necessary 
manufacture of the towers and delivery thereof within the stipulated 
period under the contract. This the suppliers failed to do, which 
necessitated making of alternative arrangements by providing un- 
tested sections in place of design sections. The suppliers plead their 
inability to pmcure the necessary design steel sections on the ground 
that the hdian producers were either not producing the said mate- 
rial in that particular period or the same was in &ort supply and 
as such it was beyond their control to pmcure the requisite mate- 
rial for the manufacture of the towers according to the terms of 
the agreement. According to the Purchaser, however, the blame far 
the delay in supply of towers material lies on the suppliers because 
the responsibility to procure the necessary material was entirely 
theirs. Necessary assistance was, however, given by the purchaser 
to the suppliers as envisaged under the t e r n  of the contract. 

In the above view of the matter, there-, it was the clear res- 
ponsibility of the suppliers to have complied with the terms of the 
contract, which they failed to do. Even their alleged contention re- 
garding their inability to & the needful due to reasons beyond their 
control would not appear to be covered by the force Majeure clause 
provided under the contract. Since the alternative arrangements 
have consequently been made due to the defaults of the suppliers, it 
would be entirely for them to bear the financial consequences in- 
volved as a result of the said arrangement." 



(Ref- Pqa 3.24). 
Ad* of the Ministry of krw 

Reference D.O. letter No. 20778-284 dated 15-5-66 f m p  
K. P. Matharani to Shri R. S. Chi, Secretary, MILaw.) 

The f i rn was satisfied that it had good procurement apugewentg;, 
for the purchase of steel from the open market. The cantract +Q. 
has made it clear that the podrement of steel would +e entiely 
the responsibility of the firm. But what happened was that the firm, 
could not stick to delivery of the steel towers as stipulated in the 
mntract on account of difficulty in arranging certain steel sections 
which were scarce in the country and difficult to procure or were 
not being rolled in India. In view of the aforesaid difficulty, the 
use of over-size sections of testedluntested sections was a p e d  ba 
by the Bhakra Control Board for the fabrication of towers. It was 
also decided to import certain sections of the steel which were not 
being rolled in India even though the cost of imported steel was 
higher than the indigenous steel. This involved additional expen- 
diture on account of increase in the rate of imported steel, extra 
fabrication and galvanking charges on additional weight of oversize 
sections of steel and additional freight charges on additimal weight 
of steel. (See the portion side-lined 'X' in the 73.0. letter dt. the 
13th May, 1966). 

2. The firm seems to have contended that the responsibility for 
the cost of additional cost due to use of oversize sections or the addi- 
tional cost for importing steel is not theirs. According to the firm,. 
since the manufacturing cost and freight are based on tonnage; 
they are entitled to claim these en the higher tonnage. 

3. The matter has been examined by the Legal Etemembrancer, 
Punjab. According to him, the design of towers furnished and ap- 
proved by the C. W,. & P .C. are not in variance of the contract. 
the question of .extra costs he has come ta the mnclusion that, it -is. 
the responsibility cd -the seller to bear thsZn. 

4. We have carefu4~ ~ i d e r e d  .thq rq~w.., It ,is ~IW, tbal;, 
under the contract the rate is to be det$lmined on a hqage mt 
but this does nut absolve the firm from the responsibility to bear 
the extra costs. When it was realised that the firm could not stick 
to the delivery schedule as stipulated in the contract and extra 



costa had to be incurred on steel, the firm did not stipulate that the 
a d d i t i d  expenditure involved should fall tcr the account of the 
Pumhaser. In other w.orc$, continued to be responsible 
for the procurem& of &dl. connection, the Legal Remern- 
brancer, Punjab, has righflp chdrved that if the supplier is not in 
a position to procure the tested steel of stipylated qu 
Bo btmht irtrftl tW b'l"e"dBn k# Kfs o d  contract. rf 
giw him tW.& inEduitfthE& of using ~~ &l of 
& & $u$@rci. d%d is %b &Br t h i  &a c&& and not the purchaser. 
AcWll$,  aet&kkfrjrP, to tH€ Le&l ~einedhrancer, the purchaser can 
Si l l  i W  on #e 8bpfrIg of tfik tdtd s k l  wfthifi the stipulated time 
which has already ex*& dnd claim dad.& f6r the non-supply af 
stipulated quality. If in lieu of this the purchaser has to resort to 
dcceptadce 61' &tested steel of hi$hei secGo6s, it does not mean that 
th@ d& can estape his r&ponsibflity for the extra mts We 

oitstih this conclusion of the bgal  Remkmb;kcer. In this view 
of the matter, it may not be necessary to negotiate a settlement with 
the firm. HaweV6r7 it is open to the Punjab State Electricity Board, 
which is a corporate body independent of the Government, to con- 
sult its own legal advisers before any firm decision is taken. 

Sdl- G. VENKA'I'ASUBRAMANIAM, 
Additional Legal Adviser. 



APPENDIX MI 
(Ref. Para 3.22 

SUBJECT: Ordm of the Punjab State Electricity B k r d  placed em 
MJs. Alcock Ashdown for fabrication and g~lvaniging of 
Steel towers for transmission lines under the Bhakm Right 
Bank Power Project-Use of oversize sections of steel tcnd 
impwt of certain sections involving higher expenditure- 
Minutes of meeting held on 25-7-1966. 

The above cited matter was considered at a meeting held in the 
room of Shri K. P .  Mathrani, Secretary, Ministry of Irrigation and 
Power, on 25th July, 1966 at 4.09 P.M. which was also attend& by 
the following: - 

1. Shri R. S. Gae, Secretary, Ministry of Law. 
2. Shri Nawab Singh, Chairman, P. S. E .B. 
3.  Shri K. R. Mahndiratta, Secretary, B .C .B. 

2. The Chairman, Punjab State Electricity Board, had brought 
w t  the following points for reconsideration of the case:- 

(i) Higher Sections had to be used and steel imported mainly 
due to the circumstances beyond the control of the manu- 
facturers. 

(ii) The OfEcers of the Punjab State Electricity Board had 
been proceeding on the basis that the extra cost af steel 
would be borne by the Punjab State Electricity Board. 
They had been asking the manufacturers to forego the 
additional manufacturing cost. 

(iii) According to the agreement, the price csi steel was to be 
borne by the Punjab State Electricity Board and the 
manufacturing costs were to be paid on tonnage basis. 

(iv) The Punjab Sate Electricity Board agreed to allow the 
manufacturers to use heavier sections and alsu decided 
to import steel. It more or less implied that additional 
cost in this regard would be borne by the Punjab State 
Elecy. Board. 



(v) The eiection of transmissioh lines have been even 
more delayed if the Punjab State Mecy. Baard had insist 
ed that extra cost of steel should be borne by the rnanu- 
facturers. 

(vi) Use of oversize steel sections at the cost of the pmject had 
been permitted to Govt. Galvanising Plant, Mettur Dam 
and Nangal Workshop, on .whom orders for fabrication 
galvanising of steel towerslstructures and had been plac- 
ed. 

3. Shri Gae was of the view that as per agreement, cost of steel 
was to be borne by Punjab State Electricity Board and Payment to 
the firm was to be made on the tonnage basis of finished towers. 
Since certain designed sections were scarce and others were not 
being rolled in India, the Bhakra Control h r d  decided to allow 
the use of alternative oversize tested and untested steel sections 
in place of certain designed sections in order to avoid delay in com- 
pletion of towers. The decision was stated to have been taken so 
as to complete the erection of transmission lines in time for utilising 
Power available from the Commissioning of Units d Bhakra Right 
Bank Power Plant. Keeping these facts in view, he was of the opi- 
nion that expenditure involved in the use of o v d e  steel sections 
might be payable to the firm. 

As regards the extra cost involved in importing steel the prices 
which were higher than those of indigenous steel, he desired that 
M h e r  information be collected in respect of the following and a 
note furnished to his Ministry:- 

(i) The sections which were scarce andlor not being rolled in 
India, at the time when the specifications for calling quo- 
tations in respect of this order were issued alongwith type 
designs of the towers. 

(ii) The sections which were scarce and /or not rolled in hdia, 
at the time when designs for steel towers in this case were 
flnalised. 

(iii) The changes made in respect of certain steel sections bet- 
ween the period from - issuing of tender notice and flnalisa- 
tion of designs. 

(iv) The position about the availability in India of steel sec- 
tlons which were scarce and/or not rolled in India during 



(v) mat yere the cipumstances leadlor; to non-import of ' 
st-! sectips worth about Rs. 6 @s which was issued by 
@e mvt. of yndia, sometjqe dqing 1W. 



Notes zp the Manwry, of Law ( D e ~ ~ ~ t m e n t  of Legal Aqaira.), &iPe 
(I?) Sectha. 

It  appears from the minutes of the meetu?g held on 26-7-1966 that 
tbe~Seqa drsired.,i~MJ&~ i&mn&iaa.on tk dra cost'invohed in 
imp&t&steel tb.pricaa of: whieh were h e r  than those of in&- 

gmour~ steel, 90 far the idomation has net bem -he& & 
that as it may, the Chairman, P.&E.B. seems to have m e n t i o d  in 
the meeting certain points which have not been brought out in the 
self-contained note accompppying the D.O. letter dated the 13th May, 
1966. of Sb. Mathrani. Obviously these points were not a l s ~  g r e w t  
before the legal Ramembrancer Punjab when he gave his opinion in 
the matter which was concurred in by us. According to the Chair- 
man of the Elecy. Board the heavier sections of steel were prmit-  
ted by the Board to be used in the erection of transmission lines in 
odes  to avoid,mre delay in the erection of transmission lines. The 
Bopdtalss decided k import steel thereby implying that the extra 
-cost would be borne by the Board. The ofkells of the Board seem 
ts have &o made, the. fkm understand that, the extra cost wmdd 
be borne by the Board by asking the firm tc~ forego t b  adali4bna.I 
manufacturing cost. All this would necessarily mean that the sti- 
pulation orginally made in the contract: viz., that the pmctmrnent 
of- s t d  would entirely be the responsibility of the firm underwent 
a Ghange when it was ~ealised that the fifm had a genuine dMlttul.ty 
in arranging certain steel sections which were scarce in the country 
and6 diBcult to proaure or were not being d e d  in In&. In the 
IQht of the clarification now furnished by thetchairman of5 the Elm.  
Board it would appear that the expcadi4urehvolved in- t b  u8e of 
oversize steel sections will have to be borne by the Board, as opjned 
by the Secy. in the meeting In view of the above the Ale returned 
to the Ministry of I & P. If any fresh points arise needing our 
advice in the matter the file may be referred back to us for our 
consideration. 

Wretcqrv has men thc AIc 
Sd(- C. mNKA.NII- 

A d M n a l  Leg(rLAclaisar. 
win of..I.,&r P. 

V.O.No. 24388/66-Adv. (F) dated 13-10-1968. 



APPENDIX lx 
(Ref. Para 3.39) 

Chronological statement of action taken for finalisation and fd. 
execution of the Agreement by the Ministry of Irrigation and Power 

1. The Draft Agreement was prepared by Chief Engineer (Pun- 
jab), Public Works Department, Electricity Branch, Simla and sent 
to the Chairman, Delhi State Electricity Board vi'de his letter No. 
310261T-57, dated the 3rd September, 1964. 

2. The Draft Agreement was discussed between representatives 
of Punjab and Delhi at Delhi on 27th, 28th, 29th and 30th September, 
1954 and fmm 10th to 17th December, 1954 and the revised draft was 
sent to Delhi State Electricity Board by Sales Engineer, Punjab, 
Public Works Department vide No. SElllAP-85, dated the 26th 
January, 1955. 

3. Delhi Electricity Board requested wi&e their letter No. 7301384,. 
dated the 16th April 1955 for switching on the supply to them on 
interim basis on terms and conditions indicated therein, pending 
finalisation of the Agreement. The supply was actually switched on 
on the 19th April 1955. 

4. Bhalrra Control Board in its 41st .meeting held at New Delhi on 
the 22nd to 24th December 1955 decided that a sub-Committee, 
consisting of SlShii N. N. Kashyap, Mirchandani, A. C. Malhotra, 
H. R. Bhatia and the Power Member of Central Water and Power 
Commission should be associated with the finalisation of the Draft 
Agreement with the Delhi State Electricity Board. The above Sub- 
Committee had several sittings. 

5. The issue of agreement of supply of power between Delhi State- 
Electricity Board and Punjab Government was discussed on the 27th 
August 1956 (in the room of Secretary to the Government of India, 
Irrigation and !Power) where representatives lfrom Ministry of 
Irrigation and Power, Finance Ministry, Central Water and Power 
Commission, Punjab Government, Rajasthan Government, PEPSU 
Government and Delhi State Electricity Board, were present. The 
draft Agreement revised in the light of these discussions with Delhi 
State Electricity Board was sent to Secretary, Bhakra Control' 



Board by Chief Engineer, P.W.D., Electricity Branch, Punjab w&& 
letter No. 354321RG3041111, dated the 31st January 1957 for concur- 
rence, with a copy to the Secretary to the Government of Punjab 
(Finance Depairtment) for approval. A separate reference was also 
made to the Legal Remembrancer for his scrutiny so as to ensure 
that no legal flaw was left in the documents. 

6. The Draft Agreement duly vetted by the Legal Remembrancer 
to Government of Punjab was forwarded to Bhakra Control Board 
by Chief Engineer (S) , Punjab, P.W.D., Electricity Branch vide 
U.0 No. 9741RG-3041 Sales dated the 5th April 1958. This draft 
agreement was again discussed by Sales Engineer with Chairman, 
Delhi State Electricity Board on the 19th April, 1958 (now Chair- 
man, h l h i  Electric Supply Undertaking) and the amended draft 
sent to Bhankra Control mard vide No. 1249 dated the 2451958. 

7. The Draft Agreement was approved by Bhakra Control Board 
during its 58th meeting held at Delhi on the 19th July, 1958 and 20th 
July, 1058 against item No. 801B subject to the acceptance by the 
Government of Rajasthan. When the Government of India changed 
over to decimal system of coinage, a dispute arose between the con- 
cerned parties regarding the rate for suply of power whether the 
rate to be adopted should be correct to two decimal places of a 
naya paisa or three decimal places. This dispute was resolved by 
them by mutual discussions !by October, 1958 when both the parties 
agreed to adopt a rate correct to two decimal places of a naya paisa. 

8. The Draft Agreement was referred to Secretary to the Govern- 
ment of Rajasthan Electricity Department, Jaipur for concurrence 
in the first instance vide Chief Engineer (S), P.W.D., Electricity 
Branch U.O. No. 12501RG-304, dated the 24th May 1958. Later it 
was decided in the Technical Review meeting of the Pnujab State 
Electricity Board held on the 20th May 1961 in the room of the 
Chairman that the Draft Agreement be executed without waiting 
for the concurrence of Rajasthan Governnent as the Punjab State 
Electricity Board being successor to Punjab Government was the 
operating authority fbr the Common Pool Works. 

9. The summation meter on Delhi I & TI feeders was installed 
during December 1983, but subsequently, it developed fault during 
January 1964. The bills were issued to Delhi EIectrlc Supply Under- 
taking on the basis of indvidual meter readings during January, 
February and March 1964. D.E.S.U. authorities made the payment 
during 1&2)1964 under protest, but made the payments fian March 
to July 1964 on the basis of summation meter readings. The issue was 



discussed between the re resentotives of P u n p  St#,e E l M  y 
~ 9 t h ~  ura ~$&i Oiide"&s2b. thi. &d J&, I % - 
mi? 6tB July 1& w%en it was reveil& that pieidbus iuixu.&i&n 

-Srrebr WJ hot kictioniiig correctly ind wiis ri!jjIlaced It wits 
-decided thgt for the pa& peiiod, a c0Eedion factor' day 66 zipplied 
end accordingly the bills were revised. 

18. Thc iifianhed Draft AgxeemeM wm app4ved for erteeution 
,by the Pmjhb SWb Pectrirtty Board during its meeting held on 
.the 38th Navember, 1 M .  'PBis Draft Agreement was again discuseed 
amoq#est the ofiuers of Punjab Stak Ekctricity Board altd Delhi 
Ekdric Supply Wadeirbking on the 3rd Mach 1982. Mitior changes 
of wording were agreed to but the main differences were on Clause 
2 and mgmdmg revision of the tariff. The h u e  rewding Clause 2 
.and for revhi& of tariff was discussed at Pfftida on the 6th May 
1963 between the representatives of Punjab State Electricity Board 
and Delhi Electric Supply Undertaking and agreement reached sub- 
ject to ratification of all the parties concerned. The issue regarding 
revision of tariff was however settled in the meeting presided bg Dr. 
K. L Rm, Union Minister for Irrig&ion and Power on the 15th 
February 1965. The Revised tariff was mode ef&ctive from 1-4-1985. 
For the interim period from 1-4-1962 to 31-3-1965, it was decided 
that a lumpsum additimal payment of fi. 20 lakhs be made by 
D. E. S. U. to P. S. E.B. in complete settlement of their claims for 
the &re power supply to D.E.S.V. by Purrjeb during the said 
peTiooE 

11. Aecordinp: to 4th Proviso of Clause 1'1 of the Draft Agreement, 
the rates for supply to D.E.S.U. are subject to rcftiew 2 years after 
the commencement of commercial operation of Bhaki-a Power House 
and at the end d every period of five years thereafter. According 
to Bhakra Management Board, the first Power Rouse was Pully 
commissioned on the 10th &ember 196l" a& therkafier, the fiht 
revision fk1I due an the 10th December, 1963. The tariff for 
supply to T); E: S. U. was fiaw&er, discussedt am'iYngst the repreS@n- 
h t i ~  of D. ES: Q:U. and 'P. 8. I!!. B. at ]Patid& oti the' IEth &nc I-, 
but it was settled' in a rne€Wg HeH on tR& T5@A p-, 1m. 
b E. S. U. is of the view that since the rates were revised with 
e f fk t  f r m  1-4-1965, the next revision could be made o d y  from 
1-b1970. 

12: According to Clause 13' (c), af the &aft Agreebent, D. E!. S. U. 
is ta k levidpenalty, when the power fabtor ofit%eir system falls 



b m  809 during 1* h p d g  and 1-112 hrs. succeeding the 
time. of bhhpum Ddmesd; mmded dw3ng the day. an& if such hap- 
ptj- WCW! wre than 6 day8 a month. There has. been a difference 
of o p W a  on the applicobUy of this clause. But, f i n j a b  State 
Electricity Board was including this pen* charges in the regular 
bills being sent to D. E. S. U., since April 1965, but D. E. S. Zf. did 
n& pay the amount and as such the arrears went on swelling u p  
month by month Dl!EU's view is that the provisions of Clause 13 
(a) were harsh and that Bhakra Management Board should drop 
it. 

13. The correspondence regarding amendment in C l a m  13 (c)~ 
"Payment on account of Low power factor" was exchanged vide 
Secretary, Punjab State Electricity Board's letter No. 156761SSIRG- 
3931L, dated the 5th April 1966 and D. E. S. U. letter No. C. 0. 
1CBN1688, dated the 25th April, 1966, but no agreement could be 
reached. 
14. Temporary supply over and above the contract demand of 60 

MW was given to D. E. S. U. during the period August 1964 to 
February 1965 on their request. This supply was charged at 2Vn 
enhanced tariff which D . E . S . U. did not agree to pay. 

15. Supply to D. E. S U. was restricted during the lean period of 
the driest yew 1965-66 i.e. from November 1965. to May 1966. 
D. E. S .  U. in view of the restrictions imposed regarding demands, 
made payments after effecting reductions to the amounts billed by 
R . S . E . B . , thus increasing the arrears. 

16. During February 1966, D. E. S. U. supplied energy to 
P. S. E. B. at night hours on experimental basis and raised a bill 
for which the rat& were not settled. As the bills were not b- 
oured by P. S. E. B., D. E. S .  U. authorities deducted the amount 
from hydro energy bills, which was shown as arrears by P.S.E.B. 

17. A meting was held between the Chairman, DESU and Chair- 
man, P. S.E. B, at. Dew on, the 30th July 1966 to settle the clbove~ 
outstanding issuga. It, was, decided to mq the claim mentioned- in- 
para 14 above and ad-hoe setlement for making payment of Rs.7.5 
Irkis by D86U to P. S., Eli B.- was made against claim in para 15 
ahve.  The tarigrfor nigh& su@y to R 4. EL B. given oa esrprb 
mmkd bsis d- J!bbmny 196& was .afss seWcda Regnrdhig th€? 
pmount I outs tedhg  ( d e r  1 pen. 12 above) * on amom& -of -low power 
hetor, it.wm agnedlto comtEtak a Cdmnrittee to exolnhre as to 
how the r n ~ ~  of power fastor can be c~nlWIQed:f~ entire 
supply fdr the pmt and l a b  to dcPfse measurn fckr cakplla- 

tiom of power hetor in futaFe. 



18. The Committee of the Chief Engineers of D, E. Sq U. aad 
P. S. E. 3. set up for examining the compu~tion of power factor 
met on the 6th September 1936 and finalised their report indicating 
how the power factor was to be computed. This was subject to 
ratification by both the Boards. 

19. During the transitional period at the time of bifurcation of 
Punjab State Electricity Board, the Delhi Electric Supply Under- 
taking billing record was transferred to Haryana State Electricity 
Board authorities. The billing for the period 2167 to 4\67 was done 
by the Administrative Officer, Haryana State Electricity Board, 
Delhi on the basis of individual meter readings which was against 
the spirit of Clause 8 (b) of the Draft Agreement. D. E. S. U. 
authorities adjusted the bills as per summation meter readings and 
paid, accordingly. 

210. Due to acute power shortage in the Punjab State, D. E. S. U. 
was asked to give relief from December 1968 to May 1969 to Punjab 
was drawing less energy from Rohtak Road Sub-station as per 
discussions in the meeting amongst the representatives of P.S.E.B.1 
H. S. E. B.ID. E. S. U.IBhakra Management Board held at New 
Delhi on the 4th January, 1969. D.E.S.U. authorities had earlier 
been notified vide Member Power letter N3. 16701PAlBMB dated the 
21st December 1968 to restrict their load by 124% as per provision of 
clause 15 of the Draft Agreement. D. E. S. U. authorities did re- 
duce their drawal, but charged the Bhakra Management Board for 
the less drawal at the rate of the difference between the thermaI 
rate of 11 paisa1 unit and hydro rate. This amount was being 
deducted regularly by D. E. S U. authorities from the hydro bills 
presented by Bhakra Management Board. D. E.  S. U. contended 
that this was an agreed arrangement between the two parties 
(D. E. S. U. and Bhakra Management Board) and the amount has 
been correctly adjusted and Bhakra Management Board has re- 
covered the amount from Punjab State Electricity Board. This 
amount is shown as outstanding by Bhakra Management Board 
since the quantum of relief remained disputed so far. 

21. According to Bhalcra Management Board the tariff for supply 
to D. E. S. U. was to be revised with effect frum the 10th December 
1068 and as such the revised tariff was notifled to D.E.S.U. autho- 
rities vide Secretary, Bhakra Management Board letter No. 
118231R862(3B, dated the 25th September 1969. The earlier rates 
had been settled by both the parties through mutual negotiations 
on the 6th May 1963 and were effective from the 1st April 1965 after 
the decision taken in the Ministry during the Joint meeting held 



on the 15th February 1965 (para 10 above). This time the Bhakra 
Management Board did not consult the D. El S. U. authorities 
while formulating the new tariff. The billing is since being done 
.as per new tariff, but D. E. S. U. authorities have been making pay- 
ments as per old tariff so the arrears are piling up regularly. 

22. Secretary, Bhakra Management Board requested D. E. S. U. 
to execute the draft agreement on the 14th November 1969 a t  
.Chandigarh in Board's office vide his letter No. 118301B-592!3B, 
dated the 25th September 1969, after incorporating the revised 
text for the following portion1 clauses: 

(i) Preamble. 

(ii) Clause %Duration of agreement. 

(iii) Clause No. 15-"Coordination of suppliers and consumer 
system". 

Secretary, Bhakra Management Board further indicated that so far 
as clause 13 (c) regarding low power factor is concerned, there will 
.be no change. 

23. Due to power shortage in the Bhakra service area, D. E. S. U. 
authorities were notified vide Member (Power) leter No. 30407, 
.dated the 5th December 1969 to reduce their hydro off-take by 20 
M.W. In response thereto arrangements were made by the 
D. E. S. U. authorities to inject equivalent energy of 0.3 million 
units daily (20 MW at 60% load factor) into the Bhakra Manage- 
ment Board system. 'During the meeting convened by the Vice- 
Chairman, Central Water and Power Commission on the 19th 
December 1969, while considering the power supply position in 
Bhakra Service Area, a pro-rata cut of 10 MW continuous was also 
applied on hydro power drawal by D. E. S. U. (to be affected by 
transfer of load from Bhakra Service Area to 33 KV Bus of Indra- 
prastha Power Station). This cut was in addition to the previ- 
ously agreed arrangements of injecting 0.3 MUjday by parallel 
operation of the two systems. It was clearly stated in the metting 
of 19th December lsS9 and reiterated in the meeting on the 17th 
January L970 that D.E.S.U. would restrict its hydro drawal to 0.85 
MU/day from Rohtak Roed Sub-Station and inject 0.3 MU/dap to 
Bhakra Management Board System over and above the Haryana's 
share, subject to financial adjustments. D.E.S.U. is of the view 
that the cut does not supply unless generation at Bhakra falls be- 
low 410 M.W. 
D.E.S.U. authorities reduced their drawal from Rohtak Road 

Sub-Station and also injected energy over and above Haryana's 



~ . o C a o *  JLwmnh 1968 Bkwmb, W ~ ~ p e l r r r a t i d h 4 6 ~  
DhEir m b r k  dwwai re-ncre %e 'the* &&iM .bf 4S.m 
mo& the rule of the W e ~ e n o e  bet- il pa4etaf.W m d  Sdts 
hydro die and f6r the @e&f ever Me1 Blwve 4Iaryak&'s 
at the mte of 13L.86 faaisalunCt plus 2,0 paisatunit bs B e M d t y  TsR. 
Their claim towards Bhakra Management Board went on increasing. 
Since B3rakra Managerhent Board did nut consider their claim jmki- 
8ed and did not make payment on this account, DESU authorities 
stopped payment to Bhakra Management Board since $1?0 even ft% 
the old t a d  and started adjusting the amount towards their cl- 

24. Further correspondence was exchanged between DESU and 
Bhakra Management Board on the proposed amendments wide 
Chief Commercial Officer, DBBU letter No. C.O. 154rCBk 15954, 
dated the 7111th November 1969 and Secretary, Bhakra Manage- 
ment Board letter No. 14236jB-56213B, dated the 1st December 1969 
wherein Secretary Bhakra Management Board proposed for the 
execution of the agreement by deleting clause 13(c) by mutual 
exchange of an undertaking to the effect that such deletion will be 
without prejudice to either party's views for recovering the amount 
so claimed by Punjab State Electy. BoardlBhakra Management 
Board prior to the execution of this agreement. 

Chief Commercial Officer, DESU indicated vide his letter NO. 
C.O.)54/Pt FolderlCBNl36, dated the 1st April, 1970 that they did fiat 
accept the modified portionslclauses in respect of preamble, clause 
3 and clause 15 (a). Howwer, they agreed to the suggestion for 
deleting the clause 13 (c) by mutual exchange of letters on the lines 
proposed by Bhakra Management Board. 

25. As explaitad &bove, huge claims from the Bkakra Manage- 
ment Board to DESfJ consequent to the supply of power to #ern+ 
had accntnulatiad. B h a b  Manalgemefit B d  aathdtieB e e ~ d  
Notice to DESU in JW lM1, as per p- ef C l a m  14 of Ohe 
Draft Agreean t  far cbtsmctinufng s u m  h m  b h & k  R d  Bud+ 
station. But M& -ply was xibt actuaay dtW&uw&d afi W e * ~  
piry of tht l ~ t f o e  prisd m deic4don ob 3hd CMimWh, 15 wad 
m l v d  to aettlu! the w z ~ w n g  amoQR411 CYictmdrj m&ud I%& 

26. Discussion were held amongst the ohlcers of 8. M. B. and 
DESU on the 21st January 1971,lSth March 1971 and 12th April 1971. 
Both the sides mrdntaimtl tlreir stand. PIb*v&, VBLph)& i&Cir 6 h g -  



with the view points of both the parties were brought out in the 
shape of a Memorandum. Further discussions were held a t  the level 
of Chairman, Bhakra Management Board and General Manager, 
DESU on the 13th July 1971, so as to arrive at an agreed solution. 

The position as emerging from out of the mutual discussions was 
placed before the Bhakra Management Board meeting held a t  Delhl 
on the 16th July 1971. 

A committee was constituted by Bhakra Management Board 
to resolve the pending issues with DESU. The Committee com- 
prised: 

(i) Chairman, Bhakra Management Board. 

(ii) Mem.ber (Power), Bhakra Management Board. 

(iii) Member Finance & Accounts, Haryana State Electricity 
Board. 

(iv) Technical Member, Punjab State Electricity Board. 
(v) Financial Adviser 8: Chief Accounts Officer, Bhakra and 

Beas Projects. 

The said Committee met the representatives of DESU on the 
3rd September 1971 in the office of General Manager, D a U .  

The Committee is understood to have submitted its report to the 
Bhakra Management Baard. The report is under consideration by 
them. 



APPENDIX X 
(Rd Para 3.40) 

Statement showing the Details of Rmenue Outstanding from Delhi Electric S~ppb 
Undertaking upto Aprial, r 971. 

Serial Details Amount 
No. Rupees) 

I Amount withheld by DESU during the period 8164 to 2/65 
on account of temporary supplv. given to DESU on Delhi 
111 feeder since 23-8-1964. Separate bills were sent to 
DESU for permanent supply on usual tariff and tempo- 
rary supply at 20 per cent enhanced tariff. But DESU 
authorities changed the bill and prepared the same on 
the basis of pooled consumption of permanent and 
temporary supply at usual tariff. . . . . 

z Amount withheld by DESU during the period 3/64 to 7/64 
on account of defective summation motor readings. The 
summation meter was installed during 12/63 and remained 
defective as notified by the S.S.E., Delhi to DESU auth- 
orities. The bills prepared by S.S.E Delhi were on the 
basis of sum total of the individual meter readings and 
these were also later on refused as per the decision taken 
in joint meeting on 6-7-1964. But DESU authorities 
changed the bill in accordance with the summation 
meter readings and paid accordingly. . . . . 3.48,460.75 

B. --Revenue orrtstandinp after 31 -3-1 965. 

3 Ar:~ount withheld by DESU during the period 8/65 to 10167 
and 5/70 on account of low Power Factor, as per clause 
rg(c) of Draft Agreement. . . . , .  30~85,361 .or 

4 Amount withheld by DESU during the period 11\65 to 
5/66 and 9166 when the supply was restricted to them, on 
account of demand charges and energy charges . . 9,26,327.26 

5 Amount withheld by DESU during the period 2167 to 4/67 
when they changed our bills on the basis of summation 
meter readin s. while the original bills were prepared on !he 
basis of indikdual meter reading. . . . . 

6 Amou t withheld by DESU during 10167 for supplying 
night load on experimental basis during 2/66 . . 

7 Amount withheld by DESU during the period 12/68 to 5/69 
when they were requested to supply relief to PSEB on 
account of: 

(i) Change of energy slabs . . . . .  10,001 '32 
(ii)ForgivingrelieftoPSEB . . . . . 41,58&9'09 

- - - - 



(I) --- - -. 
(2) (3) -- - --- - - 

8 Amount withheld by DESU since 10-12-1968 on account 
of revision of tariff . . . . . . . 34647,199' 20 

9 Amount withheld by DESU with effect from 8/70 for adiust- 
ing the same against their dun, because of relief to B.M.B. 
svstem since 12/69 . . . . . . . 1,12,81,893-w 

ro Amount withheld by DESU s i n e  11/68 on account of sur- 
charge forfeited. . , . . . . . 2,88658.99 

C Amount withheld by PSEB from 113 share of I.P. Station 
as per C.A.O. P.S.EB. Memo No. 9547/WM&G-IIIA - 
58 (SC)IV, dated 29-8-66 to the address of the R.E. Fari- 
dabadas per detalls glven below:- 

(i) On account of wrong computation of demand charges 
=7,50,000.00 . . . . , . .  

(ii) On account of low power Factor=Ij,7IA32.7I 

Net amount payable by DESU. 

(Rupees Five Crores, eleven Lacs, forty-two Thousand, one Hundred eighteen rad 
Pam elghty only). 



APPENDIX XI 
(Ref. Para 3.40) 

Details of Relief~iven andamount claimed by the DESUfrom B.M.B. from December 1969 

(A) Relief by way of injection at I. P. Station Relief given Amount in 
in KWH. Rupces ------- -- 

I 2 3 
- - - -- -- - --A - -- - - - - - 

I Energy iniected to Bhakra Svstem from IP 
Station with effect from 20-12-69 to 
1-4-1970 vide A.E. (M&R)'s letter No. Nangal/ 
BSR/I&J, dated 12-8-1970 . . , 24,55246. 82 

2 Energy injected from 1-4-1970 to 30-9-1970 
vide A.E. (M&R)'s letter No. NangallDSRI 
526,dated6-11-1970. , . . . 

3 Energy injected tin B.M.B. System during 
October & November, 1970 vide A.E. (M&R)'s 
letter No. BSR/Nangall1545, dated 28-12-70 5,204,000 

3,388,ocm 12,34,201.06 

4 Energy injected into B.M.B. Svstem during 
December, 1970 vide Bill No. NangallBSRl 
3060, datet 10-2-1971 . . . 

5 Energy injected into B.M.B. System during 
January, I971 vide Bill No. Nangal! 
BSR/6o72, dated 1-3-1971 . . . 6,008,oco 8,63,021.34 

6 Energy iniected into B.M.B. System during 
February, rg71 as per A.E. (M&K)'s letter 
No. NangallBSR13318, dated 2-4-1971 . 6,180,000 887,728. 34 

(B) Relref given hy way of' less Drnwal from Rohtak 
Road SIS Delhi. 

7 December, 1969 (36.68 PlUnit . . 
January, I970 Gj6.57 PIUnit . . 
February, 1970 (nl6.64 PlUnit . . 

10 September, 1970 . . . . . 
11 December, 1970 (36.39 PlUnit . . 
12 January, 1971 (g.6.28 PlUnit . . 



(C) Adjustment withheld by DESU Authorities 
from The Hydro Bdls sent by B.M.B. 

2 September, 1970 . . . . . 
3 October, 1970 . . . . .  
4 November,1970 . . . . . 
6 January, 1971 . . . . .  
7 February, 1971 . . . . .  
8 March, 19-11 . . . . .  

(C) TOTAL . . . . .  
Balance claim of DESU 
(A !- W 4 C )  . , . . .  

(Rupees Eighty Lacs, Seven Thousand, Five Hundred Ninety Five and Paise Thirty 
Two only). 



APPENDIX XII 
Summary of w i n  ConclusionsJRecommmdutio~ 

(Referred to in Para 5 of Introduction) 

S. No. Para No. Minist rylDeptt. Conclusion ;Recommendati on 
& Report concerned 

-- -- -- -- 
(1) (2) - (3) - - (4) 

-- - 
I 1.26 Ministry of Irrigati m and The execution of Phase I1 of the Najafgarh Drainage Scheme 

poweriDelhi leaves much to be desired. Commenced in 1959-60 wd estimated to 
cost Rs. 79.20 lakhs the work was expected to be completed by June, g 
1962. Out of total quantity of 594 lakh c.ft. earth work to be done, 
only 162.5 lakh c.ft. representing a mere 27 per cent could be done 
by the target date. The main reasons for the slow progress were 
(i) starting the work without any earth moving machinery and (ii) 
delay in getting sufficient number of earth moving machineries sub- 
sequently when their need was realised. To what extent the work 
was proceeding at a slow pace can be judged from the fact that 
while 300 lakh c.ft. of earth work was d m e  in about 4 years between 
1959-60 to October, 1963, an equal quantity of remaining work was 
done in 8 months between October, 1963 and May, 1964 with ade- 
quate earth moving machines. The Committee would like to know 
why the requireme~lt of earth moving machines was not contempfat- 
ed initially as the work of such a magnitude bulk of which had to be 



done under water could not obviously have been managed by manual 
labour alone. The Committee have reasons to apprehend that the 
late realisation of the need for the machinery to expedite the work 
would have resulted in acquiring more than what was needed ini- 
tially. Incidentally the Committee find that there has been an 
increase in cost by Rs. 10 lakhs on account of the delay. 

-do- The scope of Phase I1 of the scheme was changed in 1964 by in- 
creasing the discharge capacity of the drain from 900 cusecs to 3000 
cusecs upiformally. The Committee are not convinced that this 
could not have been done earlier as this capacity was already pro- 
vided for in the city reaches and the ultimate requirement of this 
capacity in the upper reaches was also contemplated earlier. The 
Committee, therefore, feel that the scheme as origilially conceived 3 
was not comprehensive enough to meet the future requirements with 
the result that during 1964 Delhi faced heavy floods which caused 
wide-spread damages to property amounting to about Rs. 185 lakhs. 
The emergency works which had to be undertaken as a result thereof 
cost Rs. 4.39 lakhs. 

3 1.28 -do- The Committee note that Government of Haryana who are one 
of the beneficiaries of the scheme have neither paid their share of 
cost of Phase 11 originally fixed as Rs. 11 lakhs nor accepted the re- 
vised share of Rs. 49.81 lakhs consequent on the increase in the scope 
of the scheme. Their share in Phase I11 of the scheme is stated to 

-- -- - -- 



have been provisionally fixed as Rs. 149.25 lakhs. The Committee are 
of the opinion that the beneficiaries concerned should have been 
specifically consulted in enlarging the scope and financial implica- 
tions of the second Phase of the scheme and before undertaking the 
third Phase. The Committee would like to know the settlement 
reached finally in this behalf and the principles followed in reaching 
the settlement. 

4 I .  29 Ministry of Irrigation and 
Power 'Delhi Administration 

The Committee learn that there are no uniform rules regarding 
allocatiqn of cost of inter-State drainage schemes between the bene- 
ficiary States. In the Najafgarh scheme the Committee find that 8 
while the cost of Phase I1 is sought to be allocated on the basis of 
the area benefited, the cost of Phase I11 is to be allocated on the 
basis of catchment area in the respective States. The Committee 
desire that there should be some uniformity in this regard. 

Another factor to which the Committee would like to draw the 
attention of Government is the understandable reluctance of the 
States upstream to agree to share the financial burden of inter-State 
drainage schemes. In view of the vital importance of the drainage 
schemes as a flood control measure to save life and property, there 
should be =me enforcing machinery so that execution of necessary 
inter-State drainage schemes is not impeded or their progress iPbG 



bited on account of lack of agreement between the States to share 
the cost or non-reimbursement in time their agreed share of the cost 
to the Project authorities. 

According to the Audit paragraph the 13 draglines used in the 
Najafgarh Drainage Scheme between 1966-67 and 1969-70 worked 
only for 61,000 hours as against 1,24,000 hours available for work. 
The Ministry, howwer, informed the Committee that the available 
hours of work were 67,085 only. The difference is mainly on account 
of the fact that the working season in Delhi is stated to be only from 
16th November to 15th June. That the machines were in fact work- 
ed beyond this period to make good the loss of 27,396 hours suffered 
due to breakdowns and other reasons shows that the working season 
fixed is not such beyond which it is not possible to work. The Corn- 
mittee would, therefore, urge Government to review this and fix a 
realistic working season so that progress of works may be judged 
against a more realistic target. 

-do- The relatively poor performance in the year 1969-70, the actual 
working hours being 9207 against the scheduled hours of 16,340, has 
been attributed to the reduction in the quantum of work to be exe- 
cuted. If this explanation is correct, the work on Phase I11 of the 
scheme should have been completed much earlier than June, 1971. 
The Committee would, therefore, like the delay in execution of the 
schemes to be examined and the results intimated to them. 



8 1.60 Ministry of Imgation and The Committee find that much time during the shifts was wasted 
~ower/Dclhi Administration in transporting the workers to the site of work. They feel that while 

it may be justified to move the labour, if so required, within work 
area during shift hours, any movement from camp to work site should 
be done only outside shift hours. 

-do- From the details furnished, the Committee have come to the cqn- 
clusion that the optimum output capacity of the different types of 
draglines in relaion to the work in the Najafgarh scheme, fixed by 
the Project authorities was on the low side; the optimum capacity 
fixed was only about 50 per cent of the production capacity indicat- 
ed by the Rates and Costs Committee. If the production perform- 
ance of these machipes during 1967-68 was any indicati6n, quantity 
of earth work actually done was 346.96 lakh c.ft. as against 265.74 
lakh c.ft. which should have been done according to the norm adopt- 
ed by the Project-they had not been working a t  the optimum level 
of efficiency in other years. The performance in 1966-67 was parti- 
cularly unsatisfactory inasmuch as only 326.96 lakh c.ft. of work 
alone was done against the quantity of 334.33 lakh c.ft. which should 
have been done even according to the low norm of the project. AU 
these, therefore, need detailed investigation with a view to: inter 
alia fixing realistic norms to effectively control the working uf the 
machines. 



The Committee are concerned to h d  that the estimated cost per 
unit of earth work to be done was exceeded in all the years except in 
1967-68, the figures being Rs. 7.2, Rs. 5.74, Rs. 6.69 and Rs. 6.73 res- 
pectively during 1966-67 to 1069-70 as against the estimated cost of 
Rs. 6.5 per 100 cft. In view of what is mentioned in the foregoing 
paragraph, the Committee have reasons to believe that the estimated 
cost itself was on the high side. This was thus primarily due to the 
fact that norms of output of the draglines were not fixed realistical- 
ly and adhered to. Further the staff for operating the draglines were 
engaged for the full year although they worked generally for 7 
months only in a year. All these had pushed up the cost of the pro- 
ject cwsiderably. The Committee would like to know what sort of 
cost control was exercised in this project. They hope that such laxi- 
ties will not be in evidence in similar other projects. w 

B 
-do- Another disturbing feature of the performance of the draglines is 

the frequent breakdowns and consequent loss of 24,642 working hours 
in 4 years. The relatively newer ones viz. Skoda and P&H drag- 
lines have suffered most. Non-availability of spare parts and proper 
repair facilities on the spot have accounted for the delay in putting 
these machines in proper working condition. The Committee inci- 
dentally find that the repairs were taking place during working sea- 
san. They would like this to be done as far as possible during the 
off-season. The Government of India are stated to have set up a Con- 
struction Plant and Machinery Committee to go into the question of 
finding ways and means of improving the efficiency of earth moving 



machines working in dif£erent parts of the country. The Commit- 
tee would like to be apprised of their findings and the action taken 
thereon. 

12 2.35 Ministry of Irrigatipn The Committee are unhappy that the proforma accounts of the 
and Power / Electricity Electricity Department, Andarnan and Nicobar Islands, are not being 
Depamenty Andaman finalised promptly. The accounts for 1969-70 were finalised only in 
and ~icobar Islands November, 1971. The Tariff Advisory Committee (1969-71) have 

brought out some defects in the accounts in the matter of apportiw- 
ment of cost of establishment between capital and revenue as also 
between the work done for the Department and on behalf of others. r 

The "dearth of qualified staff to compile the accounts in perfect man- B 
ner" should be remedied soon so that reliable working results are 
available promptly to the authorities to evaluate the performance and 
to take appropriate remedial measures to improve it. 

-do- It is distressing to note that the Department has been incurring 
losses successively over the period 1965-66 to 1969-70. The accumu- 
lated losses were Rs. 36.03 lakhs and the maximum loss of Rs. 12.46 
lakhs was incurred in 1969-70. The losses represent about 41 per cent 
of the expenditure. The Committee note that the Tariff Advisory 
Committee's report recommending increase in tariff is under consi- 
deration and that cost of fuel will be. less consequent on the India 
Oil Company agreeing to supply diesel oil on the island itself from 



1st July, 1971. The Committee hope other measures designed to eco- 
nomise on the working expenses would be implemented speedily to 
reduce, if not to obviate the lases altogether in the coming years. 
They would like to watch the results. 

-do- The Committee find that saw-dust and sawn fuel were sold by the 
Forest Department to the Electricity Department at rates varying 
from Rs. 12.50 to Rs. 19.45 per cord during 1960-61 to 1970-71 whereas 
the rates for domestic consumption varied fro'm Rs. 5.5 to Rs. 7. W 
during the period. On the other hand the rate for supply of electricity 
to the Forest Department was 22 paise (net) as against the rates 
varying from 25 paise to 56 paise for domestic and other industrial 
consumption. As the Forest Department also is stated to be working 
in loss, the Committee would like Government tu examine as to what r 
kind of tariff for supplies of electricity and wood fuel between these 8 
two departments and by them to outsiders would result in abviating 
the losses to the Andaman and Nicobar Administration as a whole 
which may not necessarily obviate the losses of each of the depart- 
ments. 

-do- As regards wastage in distribution of electricity, the Committee 
would like to refer to one important factor viz. defective working of 
meters, brought out by the Tariff Advisory Committee. It is hoped 
that the Department would take adequate steps to have periodical 
checking and testing of meters. 

16 2.39 -do- The cost of generation of power in 1968-69 v'aried from 40 paise in 
Port Blair to 374 paise per unit in Biglapathy. The Committee neea 

--.- -- ----- -- - --- -- 



7-I241 The clarification sought for by the Company was furnished 
vide letter No. W/338/BBGN/W-2 dated 4/7-1241. 

13-1-62 The Company was reminded to mum the estimate duly 
accepted vide No. W/338/M/W-2  dated 13-1-62. 

m1-62 The Company i n k r n d  the Railway vlde their W r  No. 
A S  33/58/-112~&ted 24%142- thelstimate M bmn forwarded 
to the Regitmar of Coapratiwa~Soeidies, Alsrm for scrutiny 
and mgotiation with the Railway. 

t t f  

27-2-62 Joint Registrar of Co-operative Sotietics asked for certain 
clarification for the excess vide his NO. CF 88/59, 309 dated 
274-62. 

3-5-62 The clarification sought for by tbe Joint Registrar. was fur- 
nished vide letter No. W/338/BBqN/W-2 dated 3-5-62. 

6-642 Joint ~Cg is tm of c&$. Societies was reminded vide No. 
W/338/BBGN/W-2 dated 6-6-62 for aaxptance of the estimate. 

7-842 'I'he Joint Registrar ef C6.o tire Sodcties, Assam was re- 
minded vide No. ~/338/BM3&2 dated 7-1-62 endorsing 
a w p y  to'& G.M./A-m Coap. Sugar Mills Ltd. 

161662 The Registrar w&s spin remindad vi& No. Wj338/BBGN/ 
W-2 dated 16-1662. 

261 1-69 The Registrar was again-reminded vide No. W: 338/BBG N,' 
W-2 dated 2 6  1 1-62. 

16-1-63 The Registrar was again reminded vide No.W/338/BBGN/W-2 
dated IO-!-q3, _ , , 

7-3-63 The fbgistrat w8s again =minded vide No. Wj338/BBGNl 
W-2 dated 7-3-63 endorsing a copy to the G.M./Coop. Sugar 
Mills Ltd. 

8-5-63 The Registrar was reminded vide No. W/338;BBGNjW-:! 
dattd 8-5-63. 

17-6-63 The ~e6strar was reminded vide No. W/338!BBGN/W-2 
dated 17-663. 

13-7-63 The Registrar, Cooperative Sociitarm informed vide his 
No. CG/116/%/322 dated 13-7-63 that all papers lost and re- 
uefted t k  General Secy. of the Sugar Mills Ltd. to send copy of %o estimate cndorsiag a copy to Chid Enginm. N.F. 

Railway, Pandu. 
3- 5 0-63 was again d n d c d  vide No. W/338/BBGN/- 

W-2 % 2 % 2 3 .  
18-1 1-63 The Registrar was again reminded vide No. W/33tt!BffiN/- 

W-2 dated 18-1 1-63 endorsing a copy to the G.M. 01' the Mills. 



' ~ O e a a w J ~  baillr masnmindGd vide 
Na W,338JBWN/W-2%$%~~Qaning a mpy to the 

The General Secy. of the Sugar Mills informed vide his No. 
ASS 58/3-28 & ~ ~ l d r )  that would be taken on receipt 
of the dm& a@. 

The Gcmal Sccy. was again reminded vide No. W/338/ 
BBGN/W-2 dated j0.3-64 endorsing a copy to the Registrar of 
the soeicty. 

The District Engineer, N.F. Railway, Dibrugarh reminded 
GemrPI &y. of the Milk to deposit the balance amount vide 
his No.W/338/BBGN/W-2 dated 21-4-64. 

The General Say. was again reminded by Chief Engineer, 
N.F. Railway vide No. W/338/BBGN/W-2 dated 3-6-64. 

The Gennal Secy. of the Socicty informed vide his NO. 
ASS 53/58/8-10 dated 23-6-64 that the draft agt. and revised 
estimate had been returned to District Mechanical Engineer, 
Dibrugarh for reconsideration. 

Distt. En ' m r ,  Dibruprh. informed vide his No. W/338/ 
BBGN dated 8764 that the est. was nrrivtd by him and again 
returned to the General Sacy. on 20-3-64. 

Thc General Secy. of the Sugar Mills inforwd to DENJ- 
Dibrugarh vide his No. ASS 53/58/21-22 dated 19-8-64 that they 
had not received the estimate. 

DENIDibrugarh furnishad the particulars of registerad cover 
vide his No. W/338/BBGN dated 1-9.64 in which the revised 
estimate was returned to Mill authority. 

20.1 1-64 Another wpy of the revised estimate and a copy of Rail- 
way's kttar datod 27-10-60 was again sent to General Sccy. vide 
No. Wj338;'BBGNjW-2 dated 20.1 1-64. 

15-12-64 DEN/Dibnrgarh reminded the Cienenl Sccy. of the Coy. to 
occrept the revised estimate and deposit the balance amount 
vide No. W/338/BBGN dated 15-12-64. 

5-1-65 The Geaeral Sac . was reminded by a D.O. letter from Dy. 
CE/S vide No. w/~$~/BBGN/w-z dated 51-65 to amp, the 
eslimatt and deposit the amount. 

2-2-65 General Manager of thecoy. was reminded vide No. W i  
3UI/BBON/W-2 dated 2 - 2 4 .  

1-2-65 ManaC(in8 Dimtor of the Coy. w w e  to General Manager 
(Cammcfctol), N.F. Railway to scad bill for the work d m  vide 
No. ASS 58158133-34 dated 1-2-65. 



27-2-65 Managing Dhctor  was inf'6mtd that no seprhab bill 
will be prckrred. He should &kept did  astimat6 and deposit , 
the amount of Rs. 1.09,619/- vide No. W/338/BBON/W-3 dated 
27-2-65. 

25-2-65 GM (Commercial), N.F. Railway. infdimed the Managing 
Director to accept the estimate and deposit of the balance amount 
vide No. C/402/3/1/23/Pt. 1 dated 25-2-65. 

9-3-65 Managing Director of the Coy. again r q m t e d  the Rnil- 
way (G.M./Comml.) to send bill vide No. ASS 58/58/39 dated 
9-3-65. 

13- 5-65 DEN/Dibruprh was asked by Dy. CE/S vide his D.O. No. 
W(338/BBGN/Pl t/W-2 datcd 13-5-65 to rncet the Managing 
Director personnally and explain in  the details so that the amount 
may he deposited. 

31-5-65 DEN could not meet the Managing Director and therefore 
he wrote to him vide No. W1338/BBGN dated 21-5-65 to fix 
up a date for meeting. 

7 -7-6  DENiDibrugarh inlbrmed Dy. CElS vide his D.O. No. 
W/338lBBGN dated 7-7-65 that he met the Cane Manager ol' 
the Coy. in absence of Managing Director. The Cane Manager 
informed DEN that the Managing Director would visit Dibru- 
garh to settle up the issue. 

21-7-65 Generat Manager and the Managing 1)irector met DEN 
on 21-7-65 and a mi~utes was drawn. But the minute was not 
signed by any of the Coy's representative. 

- 5  The General Manager of the Coy. was again written vidc 
No. Wj338!BRGN,/W-2 dated 12-8-65 explaining the point rc- 
corded in the minutes. 

I -  Managing Director wanted a copy of the original ertimaie 
and a copy of their letter accepting the original est. vide his No. 
ASS 58.'58!58-(10 dated 10-8-65. 

25-8-65 General Manager of the Coy. vide his No. ASS %,!%/MY 
dated 25-8-65 informed that the minute was siened by them. 
He requested the Railway not to charge more than 20". of thc 
original estimate for the wcrks included in the original estimate. 
For the new items he however agreed ro pay the full mt for the 
new items as per revised estimate. 

21-9-05 Draft agreem:nt signed by the Mill Authority without 
prjudice to the right and interest of the Society. vide--Chair- 
man's letter No. ASS 58/58174-75 dated 21-9-65. 

31-R-65 DENjDibrugarh reminded the General Manager of the Coy. 
to deposit of the baJancc amount of Rs. 1,09,6191- vide his N 0. 
W, 338fBBGN datcd 30-8-65. 



14-9-65 OEN/Dibnrgarh rami&@ the GcnepJ Manager of the Coy. . to deposit of tba balance amount of Rs. ! ,O9,6l9/- vide his No. 
W/338/8BGN dated 14-9-65, 

23-267 . Gerreral Manager of the Coy. vidc his ;No. ASS 58.551574 
J , , d d d  232-67 ruquestal to granl extension of time for pajment 

of Railwayq$,due. 

10-4-67 Chief EngineeriRailway wrved notice for closing the siding 
vide No. W/338/BBGN/PII/W-1 datcd 10467 if Railway dues 
are not paid within a month. 

\ 
20-4-67 DENIDibrugarh reminded the Managing Director of' the 

Coy. to deposit the amount vide No. 3381-W(BBGN dated 2 0 4 6 7 .  

26-4-67 General Manager of the Coy. bide No. ASS 58,'51(,94-9 dated 
26-4-67 requested to.allow payment of the due in suitable ins- 
~alments. 

54-67  General Manager of the Coy. bide No. ASN 2 (6 133-246 
dated 5-6-67 forwarded a copy of resolution of the Ewcutibc 
Committee. I t  was decided to clear the outstanding due\ by 
in4alment. 

12-7-67 A linal notkc was wrved by the Railway \ide ;lo. W-338 
BBGNI PIIIW-I dated 12-7-67 to stop supply of wagon to the 
MiEl if the payment not made by 15-8-67. 

18-9-07 Thc Co). uas reminded for the pqment \de So.  VC 3%) 
BBGN,PII1W-I diitcd 13-9-67. 

28-9-67 General Manager (Commercial). N.F. Railway reminded 
the Cornpan! to depobit the dues vide No. C,J02.3'1 23 PI dated 
3-9-67.  

3-8-68 The Ccmpany \ra\ nritten kide No. W:338,BBGN -Pi1 W-1 
datc 3-8-68 to fix up a date for mating. The Manapng D~rec- 
tor of thc Company stated to f ix up a date afkr 18th April. 
fin. 

l(&U-h8 Thc h4anaping Dircctor of the C o ) .  %as agam uri1tr.11 \ I &  
No. W,'33X,'BBGN,PllrW-I dated 10-8-68 to fix up n i!.itr for 
meting. 

8 -  General Manager of' the Coy. \ tde No. A.SS;SW 50 1 2  93% 
dated 9-848 fixed datc Tor meling on 17-8-68. 

13-8-68 Cancel thc Axcd dote vidc No. Nil dated 12-8-68. 

17-K-68 Mmaging Director again uritten \idc ho. W I l h  BBGN 
PIII/W-I dated 2 7 - 8 4  for fixing a dare Tor the mcetlng. 

24-9-b8 hlanaying Dirwur again sritlcn vide No. W ??N RHCiN~ 
PI 114 W- I dated 24-9-68. 



116 -. 
3-10-68 Ttrc Manqlng DEreM6r of the MUls inAmnod vlise No. 

ASS/%/%-58/137/9899 dated 3-10-68 to make at least a part 
payment after arranging with their firolk3ry barik. 

7-1 1-68 The Raihvay agnes to accept payment in 4 monthly instal- 
rnent-the fitst ~nstalment of Rs. SO,WO/- beingpaid in Dec./68 
vide Rly's letter No. W/338/BBGN/PII/W-I dated 7-1 1-68. 

19-1 1-68 The date of Meeting was fixed on 19-1 1-68 Dy. CE/S went/ 
Baruabamungaon but the Managing Director was out. A letter 
dated 19-11-68 was written by Dy. CE/S for Baruabamungaon 
questing the Managing Director to attend Shillong on 22-1 1-68 
for discussion with the Secy. Cospcrative Department. 
He was also requested to attend Gauhati at 1 1 hrs. on 21-1 1-68 
for preliminary discussion. The Managing Director was however . 
contacted at Golaghat court on the same day. He expressed 
his inconvenience to attend Shillong on 23-1 1-68. The meeting 
was therefore arranged on 2-12-68, at Shillong. 

23-1 1-68 The Managing Director vide his No. ASS 58/58/148-149 
dated 23-11-68 again stated to pay for the new item in full and 
the old item of works 20% excess over the original cost. 

512-68 Sacy. to the Govt. of Assam. Cooperative Deptt., Shillong 
confirmed vide his No. Coop 240168125 datcd 5-12-68 to pay Rs. 
75.000:- by end of March169. He also agmd to makc efirt to 
release Rs. 1.00,000/- within the financial year. 

4 - 1 4  The Managing Director of the Mill, was written to refer 
Assam Govt's letter dated 5-12-68 and to arrange payment of 
the amount vide Rly's letter No. W/338/BBGN/PII/W-I dated 
314-1 -69. 

11-2-69 The Managing Director of the Sugar Mill bide No. ASS 
58/%69:178- 179 dated 1 1-2-69 informed that they are trying 
to make payment of thcir dues but at the same time they request- 
ed the Railway to consider the point raised in thcir letter No. 
ASS 58/58/148-149 dated 23-1 1-68. 

26-3-69 The Manang Director of the Sugar Mills was informed vide 
Rly's letter No. W/338iBBGN/PIIIW-1 d a d  26-3-69 that the 
Rly. cannot share the excess expenditure ovcr the original =ti- 
malad coct. 

27-3-69 The Sccy. to the Govt. of Assam Cooptrative Dtp(t. was 
d e d  vide Dy. CUS D.O. No. W/338/BBCN/PII/W-I dated 
26/27-3-69 to arrange payment of Rly's dues. 

31-3-69 The Mana 'ng Director of the Sugar MHls Ltd. was ia- 
f o r d  vide RE'S lnkr No. W/338/Pll/W-I datcd 29/31-3-69 
that the Railway cannot a g m  to best any portion of the expen- 
diture incurred for construction of the siding. 



27-3-69 Tbe h y .  to the Oovt. of Asstun, Cooperatiwe Doptt. vide 
his letter No. Coop 240/68/51 dated 27-3-69 f o t w d  
of Man&& Di') hiq NO. ASB/S/% IW'P~~~T 
23-11-68 muerted Lb ww'ab r ~ c o l l ~ i d ~  i/ tbc e m  a- 
paaditun om* 0-114 itqplofm m be restricted to 20%. 

11-4-69 The M a d  J Mreotor of tWs 4-r Mills Ltd., referring 
to Railway's letter d@ 26-3-69, requested tbe Railway to rc- 
consider the matter vide his No. ASS 58/50-69/190 dated I I-. 

24-4-69 Tho Railway vide their letter No. W/338/BBGN/PIIl/W-1 
datod 24469 explained the rulings applicable for AssiSJod ridins 
to the Sccy. to the Govt. of Assam and urged for pa ment of tbt 
Ritilwy dues early endorsing a copy of the letter to t L  ~amiging 
Dimctor of the Mill. 



MJHISIRY OF RAILWAYS 

1. I (  < I  (RAILWAY BOARD) 
No. 70-B(C)-PAC-IV/ 1 16/Para 49 New Delhi, d ated 1-8-1970 

* ' S rtwana 10: 1891 
The Gene'ral Managersl I 

All Indian pailwqys. ' 

Sun :-Recommendation contained in PACs 116th Report ( I V  Loh 
Sabha)-Non recovery of the cost of construction of' s sugar 
mill siding-para 49 of Audit Report (Railways). 1969. 

A case has been reported by Audit in Railway Audit Report 19W 
wherein a siding for a Cooperative Sugar Mill was sanctioned and the party 
deposited their estimated share of cost amounting to Rs. 71.361 in April. 
1957. The siding was compleled and opened to traffic in August. 1957. 
The party later asked for certain additional works in July. 1958 which were 
completed by the railway administration on a priority hasis. Although 
paras 934 and 935 of the Indian Railway Code for Civil Engineering Dcprt- 
mcnt clearly provide for the prior acceptance of the party to the 4 m a k  
and deposit of cost before the work is undertaken, neither the estimate was 
revised at that stage nor the party was asked to deposit additional \hare of' 
the cost. The estiniate was finalised only in October, 1960 for an amount 
of Rs. 2.29 lakhs out of which party's share worked out to Rs. 1.81 lakhs. 
The party has failed to deposit the balance amount of Rs. 1.10 lakh* c w n  
aRer I I years of the opening of' the siding. 

The P.A.C. commenting on thc case in their 116th Report (lW19-70) 
have recommended that necessary insmdons  may be issued to all coriccrncd 
to ensure that in all such casesGof the type mentioned abobe, suitable advance 
is obtained as deposit to cover the estimated cost so that Railways' ~ritrre\ts 
a n  not jeopitrdised. The Board have accepted this recommendation and 
desire that suitable instructions may be issued to all concerned for  taAinp 
necessary action in this regard adhering strictly to the provisiom ~n pard 
934 and 935 of the Indian Rly. Code for Engg. Department and also lecping 
in view the instructions contained in Board's, letler No. 57,!WI!SA 3 dated 
27-5-66. 

Sd - 
U. S. RAO. 

Director. C id  I h g ~ . .  
Rui/wo!. &mrJ 



. * +  8.34 The Commktse are diso#iolied with the position mgandipgt asses- 
mtnt  and d i s a t b  of d m  from sidhg.kd(krr, m the Sauth-Eastern 
Rp. Acat#ding to instruaianr irroctd by the Railway Board in December, 
1962; these siding holders w m  lo b@ asked to execute revised agreements, 
so that interest and maintenance ohargcs at certain stipulated ra te  could 
be tacovmd from them. Nowever, the South-Eastern Railway has yet 
to linalise the agreements with as many as 70 out 106 siding bolders. There 
was quite a good deal of delay in finalisin the new agreement form itself' f as thii was issued to siding holders only n 1%6 and 1967. Besides. the 
Amount to be recovered for the period ending 1966-67 on the basis of old 
rates (as obtaining before December, 1962) was as high as Rs. 4.93 lakhs 
as on ?!st March. 1969. The pmount actpally due for recovery o n  the 
hasis of revised orders would be still higher. 

6.35 The Committee consider that effective steps nard to be taken 
to realise the outstanding dues. A target date for completing the rralisi- 
lion may be laid down and the Railway Administration asked to make all 
out cfforts to complete the works by that time. 

[S.Nos. 126 & 127 of Appendix VII-Paras h..M & 6.35 of i 16th 
Report of the PAC (4th Lok Sabha)] 

6,34 The obbcrvntions of the Committee are noted, 

6.35 The S.E.Rly. has reported that amount of the outstanding dues 
towards interest and maintenam as on 31-3-70 was Rs. 4.01 lakhs. 
A\ this position is  still unsatisfactory, the S.E. Rly. has been directed, in 
the light of the recommendation of the Committee to make all-out efforts 
to compkte thc work by 31-7-71. Periodical reports are k i n 8  called from 
the Railway to watch the progress of realisation. 

This has heen seen by audit. 

[O.M. No. 70-B(C)-PAC/IVII I6 dl. 23-I@ 197QjKaniLa 1 . l  W.]  

6.43 The Committee observe that. though over six years have cl.lpuxi 
\mcc the Railway Board issued instructions fm revising the rent ol' proate 
vdings situated on railway land, (to include rental kalue of the land u htch 
was previously not being roccwered). the rental value has not even bwn 
finany asasxd in mpea of 12 sidings in South Eastern. Western and South- 
em Railways. Besides, even in cases w h m  siding rents haw h n n  r e t i d .  
a sum of Ra 11.92 lakhs is awaiting mlisrtion. 



6.49 The Committee aadd"lW% 6 informed whether the delay 
' 

in assessing the revised rents would praclude retrospective revision of tmts 
resulting in loss of revenue to the Railways. Expeditious action ohodd 
also be taken to assess tlrt nvkod rent in all the case8 where the work i u  
still pending and to realhe the dues in these c a m  whcn awcmmat bPs bem 
completed but m w r y  of the rent has not been made, aithw in whole or' 
in part. The position in regard to revision of reat on othu Railways shouM 
also be revised by the Boatd and steps taken to realist all the dues arising 
out of regssessment of rental values. 

[(S.Nor. 128 8z 129, Appendix VII), Paras 6.43 and 6.44 of 

1 16th Report (4th Lok Sabha).] 
Action Taken \ 

6.43 The position regarding recovery of outstanding rent for railway 
land occupied by private sidings on the 3 railways as on 30-4-70 is as follows: 

( I )  S.E.Ruilway:-Assessmtnt of rent in respect of all the private 
sidings in question has been completed exapt in 13 cases, the 
position regarding which is explained below:- 

(i) Assessment of rent is in progress in respect of 2 sidings. 
In respect of the other 11 sidings, assessment of rent is held 
up pending acceptance of the plans by the parties concerned 
despite repeated requests. The Divisional Officers are 
pursuing the matter vigorously with the parties concerned. 

Out of the total rent of Rs. 10.28 lakhs (upto 31-3-68) assessed 
so far. and amout of Rs. 2.47 lakhs has been realised 
upto 30.4.70 leaving a balance of Rs. 7.81 la&. The Divi- 
sional Officers are pursuing the cases with the defaulters 
towards early realisation of the balance dues. 

(2) Southern Roilway:-Assessment of the rent has been completed 
in respect of all the private sidings. The balance amount due as 
on 30-4-70 was Rs. 36,000. Efforts are being made for realisation 
of the arrear amount. 

(3)' Western Rai1u~ay:-Provisional rent has been fixed in respect of 
all the sidings and in majority of cases the parties have 
paid the amount. The outstanding amount as on 304-70 
is Rs. 20,000 in respect of the 27 sidings referred to in the 
audit para. In respect of'the eight sidings referred to in the audit 
para, the amount outstanding as on 3-04-70 is Rs. 6000. The 
matter is being pursued by the Divisional Oflicers with the 
parties concerned for realisation of the outstanding balances. 

6.44 On the Southern Railway it was givea effect to with rctrospc- 
tive date and in most cases from 1-1 1-64 as the siding ownets were adv~sed 
in April 1964, that the cevised rent would be levied from 1-1 1-64 giving them 
6 months' notice in the agteement. On the South Eastern Railway, 
it is proposed to give retrospectwe effect even where assessment could not 



be made as yet. On the WmtaW h i h a y  provisional rent has been made 
effective in most cases from l%4, and there has k e n  no l h s  to the ad- 
ministration. 

As regards revision of rent on other Railways, it may be stated that 
reports regarding revision and realisation of rent for railway land occupied 
by private siding at 6 % of the market value as per Railway Board's instru- 
ctions issued to all the Railwa* ie ,March 1964 have already been called for 
from the Railways. Replies from some of the Railways are still awaited. 
An overall position in the matter will be assessed and indicated after receipt 
of replies from all other railways concerned. 

This has been seen by audit who have observed as under:- 

"The position in regard to the Western and Southern Railways stated 
in the action taken note is under verification by local audit offices 
and further communication would follow." 

Dated 23-1 2-70] 

1.10 The Committee feel that the contracts for the sale of wal  ashes 
at lallaguda and Secunderabad on a lumpsum basis should not have been 
extended without ascertaining whether the Railways could have got better 
rates for sale of the coal ashes from other contractors. The contracts were 
no doubt extended on the condition that the original contractors should pay 
to the Railways the difference between the old rates and any higher rates 
that might be offered during the extended terms of the contracts, but it 
took nearly two years to as~eftain the market rates through tender enquires. 
The result was that the Railways could not press their claim against the old 
contractors for the difference between the rates for the period prior to the 
date on which the tenders were called. 

7.1 1 As the case relates to an old period and the amount of losses 
sustiained is  not capable of being determined. the Committee do not wish 
lo pursue this case. The Committee hope, however, that instances of this 
kind will not be repeated. 

7.12 Legal advice should also be taken before incorporating in the 
contracts stipulations of the type included in the present case. 

[S.Nos. 130-1 32, Appendix V11, 
para Nos. 7.10-7.12 of 116th 
Report ( 1 969- 701 



.- T a k a g  
9 9 1 

The observations of the Committee are noted and'the instructions.have 
been issued vide Railway Board's letter No. 70-BC-PAC/IV/I 16 (para 53) 
Jated 8-7-70 (Copy enclosed). 

This has been seen by Audit. 
[Ministry of Railways (Railway Board) 

O.M.vo. 70-BC-PAC/IV/I 16 dated 
16th September, 1970 Bhadra 25, 1892.1 

GOVERNMENT OF INDIA 
MlNISTRY OF RAILWAY 

(RAILWAY BOARD) 
[No. 70-B(C)-PAC IV/116/Para 53 hlew I lull~i,  tla@tl Jdy 8, iY70 

A.sadlrq 1 7 ,  I 892.1 

The General Managers, 
All Indian Railways 
(Including CLW, DLW and ICF). 
Sub :- Recor?rnreridation c.o~irainecl in JO'rli Report qj' rlte P A  C Puru 

5.7 of' Rai1wa.v A~rdir Reporr 196:). 

Audit have pointed out that two contracts for sale of coal's ashes in 
a Division were extended for short periods of one or two months each time. 
covering a total period of 31 months in one case and 13;; months in the other. 
on the condition that the contractors would he liable to pay the difircncc. 
in amount. if a higher rate was quoted or offered during the extended 
period. These extensions were given on account of a reference having been 
made to the headquarters office for revising the existing orders for sale ol' 
coal ashes. When however, fresh tenders were called for, the rate3 were 
found to be higher but the difference in the rates could be legally claimed 
only for the last extension and not for the full period of piecemeal exten- 
sions. Legal advice was not obtained at the time the extensions were given 
to the existing contractors to safeguard the interests of the administrations. 

The Board desire that suitable action should be taken to emure that 
similar lapses do not occur in future. Legal advice should bc taken hrforc 

incorporating in the contracts stipulations of the type referred to in the prewnt 
case. 

Director. Civil Etr.ginrerir~. 
Rail~vaj. Board. 

No.70-WC)-PAC lV /  l I6/t/Para 53. New Dekhi, dated July 8. 1970 
Asadha 17. 1892. 

Copy with 40 spares forwarded for information to A.D.A.I. (Rail- 
ways) New Delhi. 

Director, Civil E~tg i t r i~ i~rr r~~,  
Railway Board. 



7139 The mnhmittee fael that the Railway Admidmtnttion * was slip- 
shod in dealing with aostly imported storm .These stor&, valued at Rs. 35. &% 
lakhs, w e  meant fot llse in a diael Imo shod set up in Sliguri in May, 
1961. Dw to intetdcpartmcntal wrangles abo* relatively mind matters 
ol' accounting and delay in providing thc requidtt s W ,  aa orgaisisation to 
maintain accounts for these stores was not set tap till five years dapoed. 
In the meanwhile. no systematic accounts of stores received or issued were 
kept nor any verification of the balances done. The value of stores accoun- 
ted for as consumed duriw this period was as much as Rs. 21.34 lakhs. 

7.40 The Committee are not convinced by the view expressed by the 
Rnilway Board that an investigation .into this case at this stage "is not 
practicable." The Committee would like the Board to investigate why such 
an unsatisfactory state of affairs as this was allowed to persist for over five 
years and take suitable disciplinary action. It should particularly be ex- 
amineg why the higher formations In the Zonal Railway showed a complett 
lack. of awareness of their responsibilities in dealing with valuable 
Iktilway property. 

[(S.Yos. 134 and 135 Appendix Vli.  Paras 7.39 and 1.40 of 116th Report 
ol'thc P.A.C. (Fourth Lok Sabha)] 

7 . .N The ovservations of the Committee are noted. 

7.40 As desired by the Committee. the matter has been examined by the 
General Manager. Northeast Frontier Railway. who after a careful assessm- 
ent of the various developments from time to time. considers that the follo- 
wing officers are responsible for the delays which occurred at various stages. 
rciulling in non-maintenance of accounts of spare parts in question:-- 

I .  Senior Mechanical Engineer. Pianning. 
2. Dy. Chief Mechanical Engineer (R). 
3. Controller of Stores. 
4.  Dy. Controller of Stores. 
5. Dg. Chief Accounts Officer. 
Out of the above. the officers at i tem 3 and 5 have retired and the 

olker at S.No. 2 has resigned. In respect of offiars at S.No.1 and 4. the 
mallet is being processed further. 

This has been seen by Audit who have stated that the position stated 
i n  reply to the P.A.C.'s recommendation contained in para 7.40 is under 
~crilication by local audit office and further cornmunicaton would follow. 

(O.M. No. 70-B(C)-PACjl VII 16 Railway Board. dated 13- I I - 1 9 7 0 J A g -  
ahayana 2, 1892. 



7.50 Tlr 42omaalttoe o b u v e  that am of thk Roilways continued 
tomtainstwksofCI.pipes vduodst Re. l.6Wrhslofi o w  -camp- 
Wm of 8 work in October, 1958. Duri this paiod of p!a%ed storage 
pipes vahwd at Rs. 53,000 got lost or 2fTpiatai ~iscipiiamy pro- 
oadialg &st the o W W d  rerponsibk or the shortogcs arc statad to 
b i n  pro-. The Committee would like thts to be cxpeditiousty finaliaed. 

7.51 The Committee notice that there was a delay of over three 
years in reporting the shottages to Audit. The Boad should issue in9truc- 
tions to ensure that these delays do not recur. 

7.52 The Railways are still holding part of the stock of pipes 
on the ground that the would be p x s a r y  for maintenance purposes. 
The data furnished by k d i t ,  however, raises a doubt whether stocks on the , 
ppsent scale need be Ircrpt. The Railways should review the position in this 
r c w d  and dispose gf expeditiously such of the stocks as cannot be reasona- I 
bly used up in the foreseeable future. 

[S.Nos. 136, 135 and 138 Appendix VII Paras 7.50,7.51 and 7.52 of 1 16th 
Report of the PAC (Fourth Lok Sabha)] 

7.50 In spite of several attempts made by the Railway Administration to 
serve the Memorandum of charges on Shri. . . .retired Inspector of Works, 
for fictitious accountal of 194 pipes, Shri ... . . . . .,refused to accept the same. 
Considering the gravity of the case and non-cooperation of Shri. ..the Railway 
has nxommeaded to the Railway Board that the entire amount of his pension 
may be withheld. This matter is under consideration of the Board. 

7.51 Necessary instructions have been issued to the Railways vide Board's 
letter No. 67AC.I11/25/40A/Policy dated 18-6-1970 (copy enclosed). 

7.52 The necessity for holding 213 pipes for the purpose of maintenance 
has been reviewed by the Board, and the Board have advised other Rail- 
ways to draw their requirements from the existing stock with the Eastern 
Railway. The Eastern Railway has also been advised to  release the surplus 
stock if other Railways require the same. 

This has been seen by Audit. 

[Ministty of Railways (Railway Board) O.M. 
No. 70-B(C>PAC/lV/I 16 Dated September 16,1970/Bhadra 25 1892.1 



?h. 6?~~.1~/25/4O@oSi.' , NEW . , k~. J w  6, 1970 
Juislha 28, 1892. 

The Omnal Man&&,* In dupliarte.* 
AII tn+an. kailvirays, 
(Including <=LW DLW, and ICF.) 

$ua:--Cases of fraudr, lases etc. 

Para 1802-GI requires, Interalia, that every important case involving 
loss of cash, stores or property whether caused as a result of frauds perpetra- ' 

tcd or ne lipnce shown by the railway servants or caused purely by accidents 
such as f re etc, shquld be brought tbthe notice of the Railway Board, as 
soon as possible, by the General Manap and a copy of the report 
endorsed to the Chief Auditor simultaneously through the F.A. & C.A.O. 
The Board in their letter No. 59-AC.111/25/58 dated 20460 further desired 
the Railways to ensure that these reports are submitted witbin three months 
from the date of occurrence of the loss or from the date the loss comes to 
notice and are followed by the detailed report in terms of para Im3-GI 
at the carlie4/possiblt date. These instructions were reiterated in Board's 
letter No. 67ACI11/25/#A/Policy dated 26-8-1969. 

2. A case has, howcver, been reported in Railway Audit report 1969 
in which shomogcs not- in the stock of C.I. pipes with oi Permanent 
Way I.nspcctor wen reportad to the Board and tha Audit after a delay of 
over three years, as the papers were being processed for the 'write off of the 
loss and hence the urgency of reporting the loss in accordance with the coda1 
provisions was lost sight of. The P.A.C. while commenting on this case 
in their 116th Report (IV Lok Sabha) have desire that Railways should' 
ensure that these delays do not m r .  

3. The Board desire that suitable instructions may be issued impress- 
ing on all concerned the need for strict observance of the existing provisions 
and to ensure that there are no delays in reporting the losses etc. to the 
Board and Audit in future. 

[No.67ACIII/25/~A/Policy: New Ddhi, Dated 18-6-70] 

Copy (with 45 spares) forwarded to ADA! (Railways) for information 
with rrfmnce to P.A.C.'s recommendation on para 56 of RAR. 1969. 

Dy. Director, Finance (Aics) 
Raihvay Bwrd. 

119 



~ e c o A l ; 6 a 6 r ' h  

7.63. The Committee observe that the Inquiry Committee which 
was appointed to investhate into a case of loss of Rs. 5 lakhs of cash from 
t b  Fairlie ~ t a &  Cdcutta Cash Office ilt Octobel', 1967 foulid 'ineffective 
supervision o W  the closing and opening of the stron room'. "delegation e of important functions to cxlass IV staff by the Chid Cas ier's and non-obser- 
vance of instructions regarding shrofing and remitti~g of cash as well 
as of some important security instructions." I'he Comhittee note that 
the Railway Administration have takelr a number of step$ in ptlrsubnce of 
the findings of the Inquiry Committee. They would like to be informed of 
the action taken against the officials respbhable for incffactive sdMtvision 
and disregard of instructions relating to shroffing and remittance of cash. 

7.64. The Committee trust that the procedure laid down parti- 
cularly with regard to shroffing orcash will be strictly complied with in f$ute 
and that arrears will not be ailowed to accumulate. The need for strict 
observance of security instructions by the staff dealing wlth cash cannot 
bc over emphasistd. Any lapses in this regard should be visited with 
deterrent punishment. 

7.65. The Committee understand that at present Railway caSh 
has to be transported under security guard to and from Zonal Divisional 
headquarters. As this poses an unnecessary and avoidable risk. the Co- 
mmittee would like the Railway Board to examine the scorn for minimising 
such movements of cash through suitable arrangements with treasuries/ 
Sub-treasuries for remittance of Railway earning, withdrawals for purpose 
of disbursements. 

[Recommendation No. 139, 140, ;I4 1, 
Appendix VII, Paras 7.63, 7.64 and 
7.65 of the 116th Report of the 
PAC (Fourth Lok Sabha)] 

7.63. The Railway adrcinistration has examined the material given in 
the Enquiry Committee Report for the conclusions relating to ineffective 
supervision and disregard of instructions and has come to the conclusion 
that it is difficult to pin down aoy definite responsibility on any particular 
individual/s by evidence of a quality as will convince a dtsciplinary enquiry 
Committoe. Thz case was investigated fully by the Polia, but it has not 
been possible to obtain any dditional material which would be hdpful in 
fixing responsibility. 

7.64. The observations of the Committee in regard to arrears of 
shroffing and security consciouswss of the staff are noted. 



7.65. Although on the Eastern Railway instructions have been issued 
for direct lodgement to the bank of earnings of certain big stations on some 
divisions of that Railway, the procedure is not favoured by the Chief Security 
officer of that railway on account of general deterioration in the Law 
and Order situation in Bengal and Bihar. As regards other Railways, the 
matter of arranging for remittances of station cash direct into the local banks, 
(State Bank and other Nationalised Banks) is under examination in consul- 
tation with the Ministry of Finance. The question of minimising the 
movement of cash for purposes of disbursement is also still under 
examination. 

This has been seen by audit who have osbewed that "the position stated 
in reply to the PAC's recommendation contained in para 7.63 is under veri- 
tication by local audit office and further communication would follow. 

[O.M. No. 70(BC)-PAC/IV/116 dated 23-1 1-1970/Agrahayana 2, 
1892.1 

Recommendation 

7.74. The Committee are dissatisfied with the position in regard to 
recovery of security from Railway employees handling cash and stores. 
As early as 1955, the Railway Board had issued instructions asking the 7 ~ n a l  
Railways to determine the categories of staff from whom security should be 
taken and the amount of security that should be obtained from them. How- 
cvcr, in certain departments in the North Eastern, Southern and South- 
Central Railways, as well as the Diesel Locomotive Works. it has not even 
bcen decided which of the categories of staff should furnish security. Be- 
sides, sums aggregating Rs. 89.13 lakhs have to be recovered in the various 
Railways from the employees who are required to furnish security. The 
Committee would like a definite time-limit to be laid down by the Railway 
Board for completion of the work. It should also be ensured that the work 
is completcd strictly in accordance with this time-limit. 

[S. Nos. 142 of Appendix VII, Para 7.74 of 116th Report of the 
PAC (Fourth Lok Sabha)]. 

Action Taken 

The Railway Board have fixed a target of 6 months for completing 
the work of determining the categories of staff who are required to furnish 
security deposit and 2 years for the actual recovery of the security deposit. 
Quarterly reports are to be submitted by the Railways to watch the pro- 
gress of completion of the work within the stipulated period. Suitable 
mtructions have been issued in the first week of November, 1970. 

This has been seen by Audit. 
LO. M. No. 76-(BC)-PACJIVII 16 dated 3- 12- 1970/Agrahayana 12. 18921. 



The Committee observe that the Railways have spent a sum of Rs. 
21.85 lakhs on the preparation of a project report for s foundry at Naini 
which has been shelved, In their Hundred and Fourth Report (Fourth Lok 
Sabha) the Committee have drawn attention to the haphazard development 
of foundries in the country which has resulted in the creation of substantial 
surplus capacity in the foundries in the public as well as private sector. 
The Committee have in that context referred to the widely divergent estimates 
of demands for castings and forgings made by Government from time to 
time and to the need to relate estimates to firm and realistic assessment of 
the requirements of end-user industries. The Committee have also em- 
phasised the need for extreme circumspection before embarking on new 
projects in this field in view of the unhappy experience in utilisation of capa- 
cities already established in the public as well as private sector. The Com- 
mittee would like the Railway Board to take due note of this position before 
proceeding further with the Naini Project. Any further examination of the 
proposal that the Railways Board might undertake should be done in con- 
sultation with the Ministry of Industrial Development which is seized of 
the overall position regarding the capacity and utilisation in the foundries 
set up in the country. 

[S. No. 143 Appendix VTI Para 7.109 of 116th Report of the 
PAC (Fourth Lok Sabha] 

Action Taken 

The recommendations made by the Committee in their Hundred and 
Fourth Report (Fourth Lok Sabha) relating to the available capacity of foun- 
dries in the public and private sectors have been noted. As desired by the 
Committee, any proposal to revive the Foundry Project (which was to be 
located at Naini) would be examined in consultation with the Ministry of 
Industrial Development before a final decision is taken. 

This has been seen try Audit. 
[Ministry of Railways (Rly, Board). 0. M. No. 70-B(C)-PAC- 

IVi l  I6 datcd 16-9-70lBhadra 25, 1892.1 

Recommendation 

The Committee observe that the Railways have spent a sum of Rs. 
21.85 Iakhs on the preparation of a project report for a foundry at Naini 
which has been shelved. In their Hundred and Fourth Report (Fourth Lok 
Sabha), the Committee have drawn attention to the haphazard development 
of foundries in the country which has resulted in the creation of substantial 
surplus capacity in the foundries in the public as well as private sector. The 
Committee have in that context referred to the widely divergent 
estimates of demands for castings and forgings 
made by Government from time to time and to the  need to 
relate these estimates to firm and realistic assessment of the requirements 



of end-user industries. The Committee have also emphasised the need 
for extreme c~rcumspection before embarking on new projects in this field 
in view of the unhappy experience in utilisation of capacities already es- 
tablished in the publac as well as private sector. The Committee would like 
the Railway Board to take due note, of this position before proceedings 
f~rther with the Naini Project. Any further examination of the proposal 
rhat the Railway Board might undertake should be done in consultation 
1 ~ 1 t h  the Ministry of lndustrial Development which is seized of the overall 
pocition regarding the capacity and utilisation in the foundries set up in the 
;ountry. 
IS. No. 143 Appendix VII Para 7.109 of 116th Report of the PAC 
[Fourth Lok Sabha)] 

Action Taken 
Action taken note i n  respect of 104th Report (4th Loh Sabha) is being 

,:p,lrately submitted to the Public Accounts Committee and the recom- 
mcndations made in the 116th Report (4th Lok Sabha) are noted. A 
,;parate note has been submitted to the Public Accounts Committee by the 
M~nistry of Railways (Railways Board) 1-ide their 0. M. No. 70-RfC)- 
Pl\C-IV/I 16. dated 16-9-70. 

This has been seen by the Audit. 
[Ministry of lndustrial Dcvelopmcnt and 1 Intcrnal Trade 0. M. 

h. l4(51)/69-EI(M) dated the 7th Decemkr, 19701. 

Recommendation 
Paru 7.171 : The Committee observe that an expenditure of Rs. 4.45 

lahhs was incurrcd (in foreign exchange) on salvaging and transporting 
'I. S. S. Goschen. one of the two ships in the Indo-Ceylon ferry scrticc, 
al'tcr i t  ran aground in a cyclonc off the coast of Ccylon in Dcccmbcr. 1964. 
2 f'urtllcr cxpenditurc of Us. h2,0a) was incurrcd on its repairs before the 
\\orL was stopped. 'The vcsscl was thcrcforc condcmncd and \old for Rs. 
1.43 luhhs. rcndcring an cxpcnditure of Rs. 3.63 lakhs infructuous. 

Pura 7.173: The Committee note that the other kcssel. which was 
opcsated in  the ferry service. was transfcrred to the Shipping Corporation 
111 Dcccmbcr. 1965 but that its price is yet to he settled. The Committee 
dcprccate the delay in this regard and would like the matter to be finalixd 
~rnmediately. 

Para 7.124: With the discontinuance of the ferry service, the Railways 
are Pacing difficulty in putting the Marine Workshop and the penonnel to1 
 he best use. A proposal for the transfer of the Workshop to the Tami 
Yadu Government is stated to be in the process of negotiation. The Com- 
mitrt-c would i:ke to be apprised of its outcome. As regards the personnel, 
ctforts should be made to transfer their services to the shipping Corporation 
or the Sbte Governments. failing which they should he given orientation 
training for being absorbed in suitable jobs in Railways. 

[S. No. 144-146-147 of appendix V11. Paras 7.121. 7.123. 
7.124 of 116th Report of the P.A.C. (4th Lok Sabha).] 



Para 7.121 : The observations of the Committee are notd.  
Para 7.123 : The transfer price of the vessel TSS IRWIN has since 

been finalised in consultation with the Ministry of Shipping and Transport 
at Rs. 2,29,673.33. The Shipping Corporation of India have since made 
the payment by cheque to the Southern Railway. 

Para 7.124 : The representatives of Tamil Nadu Govt. and the 
Sout hern Railway inspected the marine assets of the Railway on 24-10-1969. 
It is understood that the Director of Fisheries has submitted his recommen- 
dations to the State Government. The Government of Tamil Nadu were 
addressed for the final decision. The State Government has stated in 
May. 1970 that the matter is still under their consideration. 

As regards the personnel arrangements are being made to absorb 
the workshop staff in the Division. As regards steamer staff, all the staff 
who had not opted to serve in the Shipping Corporation of India have becn 
taken over in the Divisions after assessing their suitability. At present the 
following staff are being continued at Mandapam till the final closure of 
Mandapam Workshops, in order to maintain the machines :--- 

I. Workshop Foreman I (Rs. 450-575) 
Staff : Caulker 1 (Rs. 75-1 10) 

Tool 
checker: 1 (Rs. 105-135) 

2 .  Clerical staff : 3 (Rs. 210-380) 1 
Rs. 1230-300 1 
Rs. 110-180 1 

3. Class IV staff: 2 Rs. 70-85 
This has been seen by Audit. 

[O. M. No. 70-B(C) PAC/lV/116 dated 31-12-70] 

The Committee observe that the Railways were not able to take ad- 
vantage of a composite electricity tariff offered by the Electricity Board in 
rsspect of electricity consumed at the Railway colony, offices and hospital 
at Kotah due to non-provision of metering equipment. I t  took nearly threc 
years to provide the meters and during this period metering equipment 
procured for installation at another place (Jaipur) was reportedly lying idle 
for want of agreement with the State Electricity Board on certain matters. 
These could well have been installed at Kotah. 

The Comm~rtee consider it to be a case of lack of coordination and 
would like necessary instructions to be issued to avoid recurrence of such 
cases in future. 

[ S .  No. 148 & 149 Appendix VII. Paras 7.131 & 7.132 of 
116th Report of the P.A.C. (4th Lok Sabha).] 



Action Taken 

The observations of the Committee are noted and instructions have 
been issued vide Rly. Board's letter No. 70-BC-PAC/lV,/l16 (Para 61) dated 
9-7-70 (copy enclosed). 

This has been seen by Audit. 
[Ministry of Railways (Railway Board) 0. M. No. 70-B(C)-PACIIV/ll b 
dated 16-9-70lBhadra 25, 1892.1 

GOVERNMENT OF INDIA 
MlNlSTRY OF RAILWAYS 

(RAILWP-Y BOARD) 
'do. 70-BC-PAC/IV/I 16 (Para 61) New Delhi, dated -.- 9th July, -. - - 1970 - - - 

IS Asadha, 1892. 
The General Managers, 
,411 Indian Railways, 
CLW, DLW & ICF. 

SUB : Reconinlendations of the P. A. C. in the 116th Report 011 parcl 
61 of Railway Audir Rcporr 1969-Western Railway-Avoidable 
paynient of higher rates for powr supply 

In the:case referred to in the audit para mentioned above. there bas 
a delay of nearly three years in the Railway availing of the mixed high ten- 
slon tariff published by the State Electricity Board in March 1964 due to the 
delay in the State Electricity Board installing the meter. The P. A. C. while 
cc mmenting on this case in their 116th Report (1969-70) have pointed out 
that the Railway had one HT meter available at another station where the 
Railbay wag negotiating with the State Electricity Board for finalising the 
clgrecment for application of mixed high tension tariff and which could have 
been utilised at the other station. The Committee consider it to be a case 
of lack of coordination and desire that necessary instructions should be issued 
to avoid recurrence of such cases in future. 

The Board desire that in cases of similar nature, necessary coordina- 
!Ion should be ensured within the Railway to make the best use of the avail- 
able equipment and to take advantage of the available concessional rate from 
as early a date as possible. 

Director, Electrical Engg., 
Railwqr B o d .  

No. 70-BC-PAC/IV/116 (Para 61) New Delhi. L ted  9-7-1970/18 . A d -  
&, 1892. 

Co y (with 40 spares) forwarded for information to the ADA1 (Rail- If ways), cw Delhi. 
DA/As above. 



CHAPTER I'D 
RECOMMENDATIONS,/ORSERVATIONS WHICH THE COM- 

MlTTEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE 
REPLIES OF GOVERNMENT 

Recommeadrbion 
2.52. The Committee are not very happy with the performance of 

imported WAMI locomotives. 11OO of these locomotives were purchased 
from a firm in Europe and commissioned from 1960 onwards. Though 
these locos were designed for a speed of 112 kilo-metres per hour on level 
and light gradients, safety considerations made it nezessary to restrict their 
speed for a long time. In fact the locomotive was originally cleared for a 
speed of 60 miles per hours (96 Km. per hour), but later the speed had to he 
restricted to 46 miles per hour (65 Km. per hour) due to what the Additional 
Commissioner of Railway Safety described as 'poor running on main lin? 
track'. Extensive trials with the locon~otive had to be conducted by the 
Research, Design and Standards Organisation of the Railways over a period 
of four years from 1902-1966. As a result of these, substantial modifica- 
tions were made to the locomotive by changing the original springs and 
modifying other suspension attachment$ with a view to improving its ridinp 
characteristics. Still the Commissioner of Railway Safety remained reluc- 
tant to permit higher speeds upto 100 Kmph at which the Railway sought 
to operate them in view of what he characterised as the 'history of rough 
running' of the locomotive "even at speeds lower than the maximum for 
which sanction was being sought." Notwithstanding this, the Railway Board 
decided to operate these locomotives at this speed-a decision which the Com- 
missioner of Railway Safety described as "a potential Hazard to the safety 
of the travelling public". It was only after a team of foreign consdtants 
was called in to inspect the locomotives and they cleared them. Subject 
lo certain modification in the locomotives and improvements to be effected 
in standards of its maintenance as well as the conditions of the track, that 
the controversy between the Railway Board and the Commissioner of Rail- 
way Safety was ultimalely resolved. 

2.53. The Committee have reasons to apprehend that the opera- 
tion of these locomotives might entail substantial cost to the Railways. The 
Report of the consultants calls for the provision of lateral hydraulic dam- 
pers, a change in the design of friction dampers, a high standard of their 
inspection and maintenance, use of better quality springs, besides substantial 
track improvements. Apart from the cost. certain safety considerations 
would also appear to involved, as one of the conditioos stipulated by the 
~onsultants is that "continued vigilance should be exercised over the 
observance by drivers of all speed limits imposed on track." 

2.54. The Committee would like a comprehensive and independent 
investigation to be m24e into the circumstances under which the pu- 
of such defective locomotives was made. The investigation should be lo 
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ascertain when the dd& in tha ~ m o t i v o e  atme to notice, whether ade- 
quate action was taken to stop further supplies after these def- were noticed 
or to obtain rectification of the defects and what it is going to cost to ensure 
compliances with the conditions stipulated by the consultants for the opera- 
tion of these locomotiveti at higher speeds. It would also be necessary to 
examine how best operational p d u n  could be improved in the Railways 
operating these locomotives so as to ensure that the safety of the travell- 
ing public is not jeopardised. 

[S. Nos. 29-31 Appendix VII, Para Nos. 
2.52-2.54 of 1 16th Report, 1969-701. 

Action trkea 

The Committee have expressed dissatisfaction with the performance 
of the WAML locomotives and have asked that a comprehensive and inde- 
pendent investigation should be made into the circumstances under which 
the purchase of the locomotive was made, when the defectscarne to notice, 
whether action was taken to stop further supplies to obtain rectifications 
of the defects, the cost of making the locomotives fit to run at higher speeds 
and the precautions necessary to ensure safety of the travelling public. The 
matter has been examined in great detail on a number of d o n s  and 
as all neccssary remedial steps have been taken the Government consider 
that it is not necessary to undertake any fresh investigation as suggested 
by the Committee. The important points raised by the Committee are 
examined below :- 

(a) When the deficts came ro notice 

The defects were noticed sometime in 1960-61. As regards the time lag 
between the defects coming to notice some time in 1960-61 and R. D. S. 0. 
carrying out first series of tests in March-April. 1962, it is regretted that a 
detailed explanation for the time lag cannot be offered as the relevant re- 
cords are not readily available. 

(b) Whether adequate action was taken to stop further supplies after 
rhese dejects were noticed or to obtuin rect~fications of the dkf2cts. 

The manufacturers of the electric locos were prevailed upon to replace 
the original springs by new springs of reduced stiffness. On fitting these 
springs the performance of the locos improved to the required standard. 

(c) What it is goikg to cost ro ensure compliance wi~h the condirions 
~tipuloted i;y the Consulanrs for the operation of these l o w  at 
higher speeds. 

The conditions stipulated by the Consultants m e ~ l y  reiterated normal 
maintenance practice and operating precautions to be taken. For instance, 
they have stipulated that high standards of maintenance and inspection of 
rolling stock and track should be established; that continued vigilance should 
be extrcirad by drivers in the observanoe of speed Limits: ground steel bars 
&odd ho u d  for sprkga, etc. .Thcsa am objcaiw for the m8imeolimct 
and opemion of a l l  types oftrolling at& and not d y  for WAMU dass 
lows. No additional costs are involved in complying with the conditions 



stipulated by the Consultants. The recommendations of the Consulting 
Engineers relating to the locos, the Railway Board's views and the action 
taken are tabulated at Annex. I. 

2. In this context it would perhaps be desirable toin some detail with 
the nature of the "defect" in question. It was found that the stiffness of 
the main suspension spring used initially by the manufacturers was hihger 
than that which was eventually proved to be the comct stiffness. The 
riding quality of a locomotive depends not only on the locomotive character- 
istics but also track characteristics. The original locomotives suspension 
design was similar to that used successfully on the French ~a t iona l  Rail- 
ways. As the track para-meters and tolerances in India are different from 
those in France, springs designed to suit French track conditions were found 
unsuitable under conditions in India. When this was established, all the 
springs on the 100 locos were replaced at the cost of the manufacturers of 
the locos. It is obvious that there was no defect in workmanship or the material 
of the springs supplied by the manufacturers. Although it is a fact that the 
original design of the springs did not suit the local conditions, the manu- 
facturers did replace all such springs by new springs which gave the required 
performance. 

3. It is not unusual, in a complicated piece of machinery such as an 
electric locomotive, for defects of this type to occur and it is for this reason 
that one of the contract conditions requires the manufacturers of the locos 
to replace at their cost any components that may be found to be defective 
in design. workmanship or material. As the manufacturers in this case 
fulfilled their obligations it would be seen that there is hardly any need to 
go into this question further. 

4. With regard to the second item of the PAC's recommendation riz. 
improvements in operational procedures for ensuring sefety of the travell- 
ing public. this is in fact the primary responsibilty of the Railway adminis- 
trations. In this they are assisted by the RDSO. and the Commissioner of 
Railway Safety. Detailed maintenance instructions have already been 
issued by the RDSO. The Commission of Railway Safety have also gone 
into this question fully. They did initially express some doubts about the 
suitability of these locos for running at 100 kmph even after modifications 
were carried out as proposed by the RDSO and the rests established the 
suitability of these locos for running at 100 kmph. In view of this Railway 
Board invited a firm of British Consultants viz. M/s. Rendel Palmer and 
Tritton to make an independent investigation into the riding qualities of 
WAM/l locos. As a result of that independent investigations the Con- 
sulting Engine came to the conclusion that the locomotives riding is con- 
sidered acceptable upto a maximum speed of 105 km.ph. with the soft sus- 
pansion springs proposed by the RDSO. The Commissioner of Railway 
Safety has codirtned in his annual report of 1967-68 that there has been no 
adverse report on the road worthintss of the WAM/l locomotives over 
such sections where these are permitted at 100 krnph. 

5. Bridly, therefore, the position is that this subject has already been 
examined by the Research Dcsip & Standards Organisation and tbe 

way Board. The modification r q u d  for improving the riding quality of 3 



the locomotive to the required standard was completed at the cost of'the rnanu- 
facturm of the locomotives. Detailed instruction for the proper main- 
tenanca and operation of these locos at 100 km.ph. have been issued. Inde- 
pendent authorities such as the Commissioner of Railway Safety and a firm 
of foreign Consulting Engineers have confirmed the correctness of the 
action taken by the Railways. The locos have been running on passenger 
services for the last 33 years and there have been no reports of either bad 
riding of or excessive cost of maintenance. 

This has been seen by Audit. 
DA/One (Annex. I) 

[O. M. No. 70-B(C)-PAC/IV1116 dated 30-12-1970/Pausa 9, 1892). 



ANNEXVRE I 

Recommendations of Consulting Engineeis Railway Board's views Action taken 
-- --A 

8.1 WAM-1 Type locomotive 
8.1.1. Comprehensiveness of Tests . 

The tests :arried out in Octobcr. Noted 
1966, Aupust/September, 1967. 
and during the visit 'of the Team. 
have covered the track conditions 
likely to be found immediately 
after the monsoon season when 
they can be expected to be at 
their minimum standard. 

No action necessary. 

8.1.2. Locomori~.e Riding. 
With the present soft suspension This recommendation accords with No action necessary. 
spring the locomotive riding is the conclusion arrived at 
considered acceptable up to a earlier by the Railway Board based 
maximum speed of 105 Km/h, on the tests carried out by RDSO. 
where track conditions are suit- 
able for traffic at that speed, 
subject to the following provi- 
sions : 
(a) hfaintenance of Friction Dampers : 

A high standard of inspection Accepted. 
and maintenance of friction 
dampers is maintained, wlth 
monthly inspections of 
these parts on all locomo- 
tives of this type. Fabric 

Instructions have already ken isrwed 
to the Railways by RDS0.d- 
November, 1967 vide their Main- 
tenance Instructions No. 01.d7.01 
of 4.1 1.67 detailing the poccdun 
to be followed for the inspetion 



friction pads are replaced 
More rivet heads are ex- 
posed, and guidance is given 
to staff on condemning limits 
for these pads. 

@) ffydmulic Dmnpers : 
Lateral hydraulic dampers Accepted. 
are fitted to all locomotives 
on passenger working. This 
Is particularly necessary 
*use of poor lateral riding 
on the track laid with Russian 
rail. , 

Arrangements are made for 
periodic checking on a test- 
ing of these hydraulic dam- 
pers. The period between 
t a t s  wit1 have to be ascer- 
tained by trial. 

and maintenance of the friction 
dampers. Railway Board have 
also reiterated these instructions 
to the Rlys. vide their letter No. 
64lElec!440/4 dated 1468. 

RDSO had advised as far back as 
January, 1966 for fitting of lateral 
hydraulic shock absorbers on all 
WAM/I locomotives used for 
high speed passenger operation. 
Action has already been taken by 
the Railways to provide shock 
absorbers on the locos used for 
passenger operation at high speed. t; 

L 

As regards the maintenance of the 
shock absorbers. detailed main- 
tenance instn~ctions have been 
issued by RDSO ride their main- 
tenance instructions No. 01 .O7.O2 
of February 68, and these have 
also been reiterated to the Rail- 
ways in the Board's letter No. 
64/Elec/440/4 dated 1-4-68. 

(c) Speed Limit : 
Continued vigilance is exer- Accepted. Standi y instructions already exist 
cised over the observance by for this purpose. 
drivers of all speed limits 
imposed on the track. 

-- - ---- - - - - -  - - -- 



8.1.3. S~rspension Springs. 

Suspension springs should not be The modified springs now provided No action necessary. 
manufactured from silico-manga- are manufactured out of silico- 
nese steel "Black" bars as the manganese steel to IRS M-25 of 
dynamic stress ranges, on track ground bar and the springs shot- 
not in best condition, are above peened after coiling. These 
the desirable limit for "black" springs are obtained from reputed 
bar. manufacturers. 

For springs manufactured from silico- 
manganese steel ground bar, ran- 
dom dynamic stress cycles which 
a n  above the desirable limit for 
ground bar occur on track not in 
best condition, Eventual fatigue 
failure is possible because manu- 
facturing tolerances or faults may 
also cauze increased stress values. 
A high standard of manufacture 
of these springs should be main- 
tained through stringent inspec- 
tion. 

8.1 .4. Design of Friction Dampers. 
The present damper load is about Not acceptable as the Consulting No action necessary. 
the optimum achievable with the Engineers' suggestion to provide 
short length of the present design long travel damper springs to 
of damper spring. This short mitigate the effects of pad wear is 



length results in damper load fall- apparently based on an incomp 
ing off fairly rapidly as pad wear jete understanding of the position. 
pcrmlts the spring to extend. A The design of the friction dampers 
modification to the design to in- provides for adjustment of the 
corporate a longer spring would spring height in accordance with 
be beneficial. pad wear: thus periodic tightening 

of the adjusting nut  can maintain 
the spring height to the desired 
level. As per the maintenance 
instructions already issued to 
the Railways, the damper springs 
are to be periodically adjusted to 
maintain a working hcielit of 
31+0--1 mm. 

This value has been verified by the 
Consulting Engineers as giving 
optimum vertical damping. If 
the maintenance instructions are 
rigidly enforced in the sheds. and 
such would appear to be the case 
as reported by the Consdting 
Engineers themselves in para 7.3.1. 
of' their report. there does not 
appear to be any necessity of 
adopting long travel damping 
springs. 



Recommendation 

3.1 31. The Comrnitte: regret to oboerve that due to over-estimation 
of requiremants, 1.749 nos. of super heater element tubes were procured in 
1966-67 at a cost of Rs. 3.80 lakhs. The over-?stlmation arose out of 
inflated estimates of requirements which had no relation to actual average 
annual consumption (approximately 331) during the previous two years. 
Even though the estimates were scaled down by the Stores Department 
to about SOo/, i.e. 776 nos. per annum. the elements when received, were 
found to be sup:rfluous. In fact. as many as 19 elements out of previous , 
supplies were already on hand in February, 1967. As u result of such ex- 
cess provisioning. the Railways have stopped further indents for this item 
upto Ausust. 1971. Thc Committee would like the Railway Board to in- 
vestigate the circumctances under which the ovcr provisioning occurred 
with a view to fixing responsibility. 

[S.No. 68 Appendix VII, Para 3.131 of I 16th Report of the PAC--- 
4th Lok Sabha.] 

Action Taken 

3.131. The observations of the Committee ;ire notcd. On n further 
scrutinv of this case it is observed that th- initial data regarding the number 
of YP,'YG engines expected to undergo POH was furnished by the then 
Boiler shop foreman, Golden Rock Workshops. Thc Planning Office 
of the Workship calculated the requirenients on the assumption that all 
elements would rtquire renewal during the course of POH. At the time 
when the requirements were assessed. most of the YP,IYG locos had under- 
gone already one or two POHs (done at infervals of 3 to 4 yearb) nnd during 
these PHOs, large scale renewal of elements was not madc. It was anti- 
cipated th:tt during subsequent repairs, including POH. there would be 
need for a large scale renewal of elements having regard to the life of these 
elements. It was also assumed that the rate of rcplawment of elements 
will increase comparatiwly with the subsequent POHs a\; the clcments got 
older. Taking into account these special l'taturcs, and a lw  the fact that 
the workqhop was estimating the future requirements i n  complete element 
basis for procurements from the trade for the first lime the  Iiailway Board 
consider this as more d n  error of judgement than as a case of deliberate over- 
indenting on the part of those responsible for proczssing :he indent. The 
Board would respectfully submit that these circumstances do not warrant 
fixing of responsibility on any individual or group. 

This has been seen hy audit. 
DA/Nil. 
[O.M. No. 70-B(C)-PAClIVj116 dared 9-12-1970,'Agrahnyana IS, 18921 

Recommendation 

3.187. The Committee feel that the Railways could have avoi+d the 
import of 3,712 tonnes of billets made at a cost of Rs. 14.27 lakhs. This 
import, which was in addition to an import of 9.879 tonnes made earlier, 



was meant to meet the requirements of fish plates for the year 1964-65. It 
was considered necessary, rs it was felt that adequate quantity of billets 
for the manufaccasrc of rcquircd quantity of fish plates wouId not be avail- 
able from indigenous prodmetion and the import already made. However, 
these calculations were based on projections of requirements which turned 
out to be grossly inflated. 

3.188. How inflated the estimates of requirements of fish plates wew 
would be evident from the following data. The requirement of fish plates 
initially estimated for 1964-65 was 25,000 tonnes. This was later reduced 
to 19.000 tonnes. However. orders on indigenous re-rollers were placed 
only to the extent of 14.250 tonnes and when it came to placing firm con- 
tracts, the quantity was further reduced to 10,820. Instructions to the pro- 
ducers for consignment of the fish plates during 1964-65 were issued only 
for 7,604 tonnes. Such steep scaling down in requirements naturally 
resulted in as much as two thirds of the quantity of billets imported remain- 
ing untilised till the end of March, 1967. It also led to large-scale cancel- 
lation of orders for billetslfish plates placed on indigenous producers and 
rerollers. It is obvious that, with a more realistic appraisal of the re- 
quirements of fish plates, the second consignmcnt of imports could have 
been totally avoided. as the imports already made, together with indige- 
nous production. would have fully cover-d the requirements for billets 
for all the fish plates that the Railways needed. 

3.189. I t  has been stated by the Railway Board that fish plates could 
not be utilised on the scale planned as track renewalilaying programmes 
were affected due to short receipt of rails. But, as pointed out by Audit, 
the supply position of permanent way materials submitted right from March. 
1964 had clearly indtcatcd shortfall in supply of rails. Due note should 
have been taken of this position before the decision to import the second 
consignment was taken. 

3.190. The Committee would likc the Railway Board to examine 
uhy there w;ts a i;tilure in this rcgard and to takc appropriate action. 

IS. Nos. 75--78. Appcndix VI I .  para$ 3.187 to 3.190 of the 116th 
Report of the PAC--4th Lok Sabha]. 

Action taken 

3.187. The observations of the Cornmiltee are noted. 

3.188. I t  is submitred that the position was explained in this Ministry's 
0.M.No. 68-8 (C)-RBI4 dated 11-5-70 that canwllation of outstanding 
wpplies on iron & Steel Controller's orders was taken into account while 
calculating the requirements of 1964-65 as 19,000 tannzs. 

It is also siibrni~ted that part of the reduction in the requirements 
was due to curtailment in the budget. Also as already explaned during 
the oral evidence. it is the policy of the Railways to procure fittings; like 
lish plates, keys, spikes. etc.. well in advance of the material likc rails and 
sleepers. This is done to ensur: that for want of small materials costing 



not more than 5% of the total cost of track (out of which fish plates would 
be 273, expensive rails and sleepers do not remain unutilisad. It is in this 
context that even though there was a possibility of non-materialisation 
of full supply of rails, it was decided not to curtail the procurement of fish 
plates to the same extent. However, in the present case under reference, 
the fall in rtquirements of fish plates due to non-materialisation of full 
supply of rails and curtailment of works was more than what was anti- 
cipated on the basis of available data at that time with the rtsult that a sub- 
stantial quantity of billets out of the second consignment of import remained 
unutilised. 

3.189 wtd 3. 190, As stated earlier, considering that the cost of fish 
plates is only 2 y6 of the total of track, the difficult opposition of steel of this 
quality which continues even today and the fact that any shortfall in actual 
supplies of fish plates would hold up the utilisation of rails and sleepers. 
the Board feel that the present practice of obtaining fish plates in advance 
of rails duly permitting stockpilling within reasonable limits is necessary. 
However. it would appear necessary at the same time. to revise the require- 
ments of fish plates as well as other fittings whenever a substantial r5duc- 
tion in the suuply of rails etc. is anticipated. 

Instructions have been issued for the guidance of Railway Board's 
officers and staff to undertake a review in case therc is a gap of 6 months 
or more bttwten thc date of clearance from indigenous angle and the date 
of opening of tendcr for any import and to ensure that the import is un- 
avoidable and the quantity being imported is the minimum required. The 
Board trust that this procedure would ensure that the import is resorted 
to only in unavoidable circumstances and the quantity imported is the mini- 
mum required. Further instructions are also being issud to the Railways to 
revise their requirements of fish plates and other fittings whenever there is 
substantial and drastic reduction on account of non-receipt of main materials 
or otherwise. 

This has been seen by Audit. 

[Ministry of Railways. 0 . M  .No. 70-BC-PAC/IV/I 16 dated 30-12-19701 
Pausa 9, 1892.1 

Recommendation 

3.21 2. The Commit:ee were infromed that the provisional price was 
fixed by the Iron & Steel Controller in the absence of the relevant shipping 
documents. This does not. however, explain the delay in fixing the final 
price, much-less the reasons for advising the Railways to make provisional 
payments to the Supplier at 100 per cent of the provisional rate. The 
Ministry of Steel and Heavy Engg. have stated that the available records 
in Iron and Steel Controller's office do not indicate why the Railways were 
advised to make 100 per cent payment and that the officer who issued the 
necessary authorisation has since been dismissed from service. 



3.213. ' The Committee d& this case as indicative ef a wry sorry 
state of affairs in thb Iron and Stesl Cantrolkr's Organisation. 'Ilk &ct 
that it took five years in the case of rhc Easrctn Rai- and eight to el& 
years ifi the cast of the othdr Railways to intimate a d  confirm the fiml 
prices payable by the Railways would seem to suggest a serious lacuna in 
the working of that organisation. The Committee would like the Ministry 
of Steel and Heavy Engg. to promptly investigate the matt* to secertain 
alt the facts of the case and in particular the reasons for the extraordinary 
delay that accurted in fixing the final prices payabk by the Railway admi- 
nistrations. It should also be ascertained whether this was due to any 
collusion with the supplier. 

3.214. The Committee would also like the Railway Board to examin; 
from their side why the Zonal Railways did not pursue with the Iron & Steel 
Controller the question of fixation of prices and to f ix responsibility them- 
Tor. 

[S.Nos. 81-83, Appendix VII. Para Nos. 3.212 to 3.214 of 116th 
Report, 1969-70.1 

Action Taken 

Pora 3.212 and 3.213. 

The observations of Committee concern the Ministry of Steel and 
Hea1.y Engineering. 

Th:: A/Ts. were placed by the Iron & Steel Controller. Copies of 
the A,Vs were not furnished to the Railways. Allocation letters were issued 
to the Railways and they were asked to place formal orders on the firm. 
The provisional price at which the firm should be paid was intimated by 
the Price & Accoilnts Section of the lron & Steel Controller's office and the 
Railways were instructed to pay 100": payment on the basis of such pro- 
visional prices. The Railways were further catrgorically assured that the 
final pric:s to be fixed by the Iron and Steel Controller would b: eventually 
higher than the provisional price advised to them. 

The manner of fixing the price was not known to the Railways as they 
were not cven in receipt of copies of the AITs. As a matter of fact. when 
N.E. Railway r:questcd for copies of the AITs.. they were advised by the 
lron & Steel Controller that these copies would be of no use to the Railways 
and hence were not being furnished to them, and that the Railways should 
merely pay for the consignments at th? provisional price advised to them. 

In view of the above position the Railways had no reason to appre- 
hend any overpayment to the firm. They awaited fixation of final price 
and advice of the' same to them by the lron & Steel Controtkr's 
office for eventual balance payment. if any. In the absence of any such 
advice the Railways could lrgitimattly take it that the provisional prices 
continued to be the final prices. Accordingly, most of the Railways did 
not pursue the matter of final price with the lron & Steel Controlkr. 
9LS3!7?. -1 0 



However, the Ehstcrn Railway obtaiaed a wpy 05 the A/T from the 
supplier. From tho copy of this A/T ehcy noticed otrtain dimycmcies 
between tho price ih61i00ted in the AIT and the provisional prim Jvised 
to them for arranging paymcnt. They further n o t i d  that tho provisional 
price was revisad an a numbor of occasions creating some confusjoa in 
regard to the priw to be paid for various consi;lpupents. In the light of 
these, Eastern Railway did a d d m  the Iron & Steel Controller on 12113-2-69 
pointing out this and incidentally reminding him to fix the final price for 
t h e  consignments. They followed it up with further reminders on 21-3-60 
and 29-6-60. 

It has also been ascertained that the question of fixing final price was 
pursued by the North Eastern Railway with the Iron 4 Steel Controller 
under letters dt. 22-7-60, 156-61, 16-8-62 and 17-3-65 In view of the fact 
that two Railways were pursuing the matter with the Iron & S t 4  Controller, 
it is respectfully submitted that the question of fixing responsibility may 
not be pressed further. 

[O.M. No. 70-BC-PAC /IV/116 dated 16-12-1970lAgrahayana 
25, 18921 

Recommendations 

Tbe Committee consider this case as indicative of a very sorry state 
of affairs in the Iron & Steel Controller's Organisation. The fact that it 
took five years in the cast of Eastern Railway and eight to eleven years in 
the case of the other Railways to intimate and confirm the final prices pay- 
able by the Railways would seem to suggest a serious lacuna in 
the working of that organisation. The Committee would like the Minis- 
try of Steel and Heavy Engineering to promptly investigate the matter to 
ascertain all the facts of the case and in particular the reasons for the extror- 
dinary delay that occurred in fixing the final prices payable by the Railway 
Administration. It should also be ascertained whether this was due to any 
collusion with the supplier. 

[S.No. 82 (Para 3.213) of Appendix VII to 116th Report (4th Lok 
Sa bha)] 

As recommended by the Committee the case has been thoroughly . The rovisional &ling prices fixed orginally at Rs. 442.50 for 
e R s .  44f00 for Bombay and Rs. 442.67 for Madras were communi- 
cated to Eastern Rdway under Iron & Steel Control office letter dt. 11457. 
In that letter they were informed that they might place their formal purchase 
order on the importer for the materials allocated to them to and pay 100% 
of the importer's bill against proof of despatch at t k  above rate pending 
final prices to be fixed by this oftice. On a representation from the impor- 
ta the above provisional prices wac r e v i d  at Rs. 529.22 and the same 
was communicatad to the importer under IkSC's letter dated 2-9-57 with 
tht request to forward the shipping documents for fixation of final price. 
Copies of the above letter were ewtorsad to all the consi Railways in- 
cluding Eastern Railway intimating that as the final st r ling rate would 



be more than the provisional selling rate, 100% payment of the importer's 
bill mi t be m e  as pm sti btion in the A/T. The A/Ts were 
e n d o d t o  the Radwqy Board & No. CS/76/Rlys/pig Iron (A) of 4, 
16-7-56 and No, CS/76/Rlys/Pi Iron (B) of 6-1 1-56 The above revised pro- A visional price Rs. 529.22 was xed as per details given below: 

[C.I.F. Price as per A/T 
including remuneration 

$90.53 conversion @ Rs. 4.813 

per $ (As per Bank Memo) v Rs. 435.44 
as against Rs. 4.75 per $ in the A/T 
Extra freight $ 16.38 v . Rs. 78.78 
(3 Rs. 4.81 per S 
L.C. Charges Rs. 15.00 -- 

TOTAL Rs. 529.22 --- 
On further detailed scrutiny it transpired that while fixing the afore- 

said revised provisional price the element of extra freight was taken at a 
higher rate of $ 16.38 instead of the correct rate of S 15.38 on account of 
the difference between the rate ruling on the date of shipment and the rate 
included in the A/T(i.e. $ 30.80 minus $ 15.42). There are, however, no 
papers to indicate as to why this rate of $ 16.38 was taken instead of the 
correct rate of $ 15.38. The Officer concwned who fixed up the above 
revised provisional selling price was dismissed from Govt. Service in 1961 
on the ground of possessing assets disproportionate to known sources of his 
income as a public servant and for undervaluing his immovable property. 
Eastern Railway intimated in their letter dated 12/13-2-60 that full payment 
in this regard was not made by them pending receipt of certain clarification 
which was sought for from this office in the matter. It was also stated in 
the above letter that the clarification was necessary before the firm's 107, 
bills, which were held up, could be paid. This position is not quite correct 
as it has subsequently been stated by the Eastern Railway in their letter dt. 
16-1-71 wherein it has been observed that all the bills of the firm were passed 
for 100% payment. All the bills were passed for payment by the Eastern 
Railway long before issue of this office letter No. A1/2/2/ 6211543 dt. 
29-5-62 wherein the correct position in regard to price fixation in respect of 
the supplies actually received by thcm was communicated. 

2. On receipt of a reference from North Eastern Railway the importers 
were requested on 31-10-1960 to furnish a statement of supplies against 
the aforesaid An. dt. 4116-7-56 along with a complete set of shipping 
documents and test artificates for certification and oonfiirmation of selling 
rates for supply of materials to different Railway allottces. The importers 
replied on 2-1-61 stating that the shipping documents had been submitted 
by thcm along with the subsidy bills in respect of Asp.  No. CS/76/Rlys/ 
Pig Iron (A) dt. 4116-7-56 and No. CS/76/Rlys /Pig iron (B) dt. 611-56 
since the materials were supplied to  the Railways at full landed cost and 
to the other foundries at Col. Price. The details of supplies made to  Rail- 
ways at f a  landed cost were, however, not available in the subsidy bills 
and this fact was pointed out to  the importers on 12-1-61 with the request 



to furnish full distribution of the materials both at subsidised and ndn- 
subsidised rates, rates charged etc. Copies of this letter were endorsed to 
N.E. Rly. and Eastern Rly. The Eastern Rly. was also requested therein 
to ftrrnish shipment-wise details of supplies showing the rates charged. 

3. As uo reply from the importers was forthcoming reminders were 
issued to them on LO-2-61. 10-3-61, 15-3-61 and 28-4-61. The last reference 
dated 28-4-61 was endorsed to Eastern Railway with reference to their 
letter dated 23-3-61 in which they furnished details of supplies received by 
them vessel-wise. On 28-8-61 the importers furnished subsidy bill references 
for the three vessels, of which supplies were reported to have been made 
to Eastern Railway. The importers were then asked on 27-10-61 to furnish 
a fill1 statement of supplies relating to the above thnc consignments. 

4. I n  reply. the importers furnished on 13-1 1-61 some particulars of 
supplies against the aforesaid three consignnlents to Eastern Railway stating 
that the supplies had actually been made aganist A/T. No. CS/76/RIys/ 
Pig'lron (B) dt. 6-11-56 (Lower price) instead of A/T. No. CS/76/Rlys/ 
Pig Iron (A) dt. 4116-7-56 (higher price). The importers were then asked 
on 5-1-62 to furnish a complete statement fo supplies against the above 
two .4slT. within a fortnight and also to elucidate why in previous corres- 
pondence they had stated that supplies to Eastern Railway had been made 
against AiT. dl. 4116-7-56 (i.e. higher price). 

5. After some further correspondence the importers intimated on 8-5-62 
that it would take some time to furnish a complete statement and in the 
meantime this office might intimate the chargeable price to Eastern Rail- 
way on tbe basis of lower of the two c i f .  prices in the two As/T involved. 
The Controller of Stores, Eastern Railway was then informed in this office 
letter dt. 29-5-62 that according to the latest report received from the im- 
porters the supplies against the aforesaid three consignments had actually 
been made against AIT. dated 6-11-56 instead of AIT. dt. 4116-7-56. The 
chargeable rates as worked out from the relevant shipping documents 
(read w ~ t h  the terms of the AIT. dl. 6-1 1-56) in respect of the three consign- 
ments were also intimated in the above letter. 

6. After a good deal of correspondence the iniporters furnished a 
comprehensive slatement of supplies in respect of 5 ASIT. placed on them 
including the two As/T dated 41167-56 and dt. 6-1 1-56 mentioned above 
for supply of a total quantity of 95400 tons of Pig Iron under cowr of their 
letter dt. 25-5-64. The Statement in question was scrutin~sed and it trans- 
pired that supplies out of the three consignments to E. Rly. as mentioned 
above had actually been made against A/T. dt. 6-1 1-56. The prices already 
indicated in this office latter dt. 29-5-62 to E. Rly, were. therefore, found 
to be correct and this was intimated to E. Rly, ride this offik letter dt. 
9- 1 2-65, 

7. Thus there was 5 years delay in fixing the final price in repect of 
the materials supplied to Eastern Railway and this was due to tho fact that 
the materials/documents mcnuary for fixing the price were not f~rthcoming 
from the importer in spite of repeated raquests. It wlln also not clear againht 
which A/T. the comsignments in question received by Easkrn Railway. 
were actually supplied. The actual position in  this regard was intimated 



by the importer in their letters of 13-11-61 and 8-5-62 as mentioned above 
aad only on r e i p t  thereof the correct supply position as also the correct 
price could be ~ntimated to Eastern Railway. Nevertheless it would appear 
that the over payment made by E. Rly. was not due to the delay in fixing 
the final prxe on 29-5-62 as full payments bad already been made by E. 
Rly. by March, 58. 

8. In the cast of North Eastern Railway the d i n g  price was provi- 
sionally f'd and the same wahi communicated in this office letter dt, 2-9-57 
mentioned above. In this case also necessary documents were wanting for 
fixing up the final price. As stated above the comprehensive statement of 
supplies was received from the importer only in  May, 1964. From this 
statement the actual position of supply made to North Eastern Railway 
was verified and the price factor concerning the supplies actually made was 
taken up both with the importer as well as with the North Eastern Railway. 
There was a prolonged correspondence in the matter with Importer and the 
price was finally fixed up in this office letter No. A1/2-2-65/1751 dt. 1-12-65 
addressed to the importer and copy endorsed to North Eastern Raihay. 
Thus in this case also the delay in fixing the final price was due to delay in 
receipt of actual supply position as also necessary information/materials 
from importer. 

9. With regard to Southern Railway, Western Railway and South 
Eastern Railway, on receipt of comprehensive statement of supplies fur- 
nished by the importer under cover of their letter dt. ,W5-64 mentioned 
;tbove. vigorous attempts were made for collection of all subsidy bills and 
documents (which was a herculean task) in connection therewith submitted 
by them for verification of the correctness of the statement with a view to 
arriving at the actual position of supplies made by them. In course of 
scrutiny it was observed that some shipping documents relating to supplies 
stated to have been made to the Rlys. had not been submitted and so the 
importer was asked in this office letter dt. 29-9-64 to submit those wanting 
documents. 

10. Meanwhile reconciliation of the claims and counter claim. of 
the importer's group of firms was taken up. With a view to effecting recon- 
ciliation of the claims and counter claims of the group of firms A/T. wise 
and bill-wist break up of the claims and counter claims were called for 
from them in respect of all contracts placed on them. The first batch of 
such statement was furnished by them under letter dt. 2.3.64 in which the 
aforesaid As/T dt. 4116-7-56 and 6-11-56 against which supplies were made 
to Rlys wew included. Reconciliation was then attempted on the basis 
of the wid statement but no reconciliation could be made and a report in 
this regard was sent to Ministry under this office letter No. AIIIIV-F!Spl. 
GIl/64/168, dt. 10-7-64. 

I I. Thereafter the importer in their letter dt. 16-1 1-64 sugpted 
that in view of the enormity and complexity of their claims they nouM 
like the entire matter of thelr claims be referred to an arbitrator to bc 
appointed by the Iron ans Steel Controller subject to their approbal. 
This proposal was considered in detail. but had to be abandoned ultimately. 



12. Again, Government had a claim for recovery of Rs. ode lakh 
against five Pig Iron AslT. placed on the importer in connection with dday 
in shipment. The relevant files including papers nedessary for fixation of 
final price were, handed over to the Government solicitor in April 1967 
for filing a suit for recovery of the amount. This prevented Iron & Stet1 
Control from making any reference with the importer against those AslT. 

13. Towards the end of 1968 Govt. Counsel in course of discussion 
tendered verbal advise that, instead of going in for a suit for rtcovsry of 
Rs. one lakh it would be better if the Govt. claim could be adjusted against 
t h ~  firm's counter claims, if any. Adjustment of the Govt. claim was 
made accordingly. 

14. Thus diffarent aspects of the case concerning the i m p o m  had 
to be dealt with upto Dec. '68 . In Dec. '68 the relevant files wore received 
from the GOM. Counsel and the adujustmnt was made as proposed by 
him. Thereafter the price fixation case was taken up and the actual posi- 
tion in regard thereto was communicated to the Railways under this ofice 
letters No. A/2/2/68/298 dt. 13-1 2-68 (S.E. Rly.) A1/2/2/68/300 dt. 16- 12-68 
(SOUTHERN RLY) and A/2/2/68/301 dt. 16-12-68 (W. RLY). 

15. From the position explained above it would appear that the delay 
in finalising the price in this case was mainly due to delay in getting the 
actual supply position and necessary information/documents from the 
importer and also because of dealing with different aspects of the case 
concerning the importer from time to time. 

16. Detailed scrutiny of the case and the circumstances leading to 
delay in fixation of final price. as is evident from the foregoing paras, was 
undertaken. From the records available nothing could be found which 
would suggest that there was any collusion with the supplier. 
Dated the rlth~Deoernbtr, 1971. 

[Ministry of Steel and Mines (Department of Steel)] 

Para 3.243. The Committee observe that the Railway Administra- 
tion procured hose pipes through direct purchase at rates lower than those 
accepted by the DGS&D for similar stores but did not infonti either the 
Railway Board or the D G S D  of this fact even though they a n  required 
to do so under the rules. Further, when the supplier on whom DGSBCD 
had placed orders failed to deliver the goods within the stipulated time and 
the Railways resorted to direct purchases, action to c a n d  the 20,000 
numbers of outstanding supplies against the IXiSdrD contract was not 
taken, despite a specific recommendation of the Tender Committee to that 
effect. It has been stated that cancellation in this case 'may' have had 
financial repercussicms. as the date of delivery had been extended by the 
DGSdLD before the Tender Committee met. If this is so, the Tender 
Committee should have conisired this aspact before giving its ream- 
mendat ion. 

[5. No. 90, Appendix VII, Para No. 3.243 of 116th Report, IV Lok 
Sabhal. 



Para 3.243 
It is submitted that the Ten&r @mmittee lrad rommmkndsd that 

?he equivalent qwntity of 20,000 nos. may be cancellad against indent of 
DGSBrD, New Delhi, not yet wvertd or overdue supplies against Running 
Cantract'. In this wnnectim it is stated that the recommendation 
or the Tender Committee regarding wmsponding cancellation against 
indent placed on DG- or overdue supplies against Running Contract, 
as approved by the competent authority shall ordinarily have been examined 
by the executive Stores Department in wnsultation with the DGS&D 
and not by the Tender Committee. The need for such cancellation 
would depend on variops factors wuch as stock position, trend of m u m p  
tion, quantities due against outstanding indcnts/ordm etc. Howcvar, 
in this particular case no such specific exadeation was done. Tbc sdjua- 
ment was, however, done in the normal process of provisioning for the 
subsequent period which takme into account the stock on hand, Qua on 
indents and orders and the trend of censumption. 

It has already been submitted that it was not possible to resort to 
canallation of outstanding supplies on account of financial iaaplicatiom 
that might have been involved. As regards cancellation from indent not 
yet covered by DGS&D, this was also not advisabk as the consumption 
of the item had shown an increasiq trend from December, 1967 onwards 
and the quantity indented was requmd in full. In fact the Railway had 
to place another indent in Avust 1968 for 23,533 nos. 

This has been seen by Audit. 

[O. M. No. 70-BC-PAC/IV/ 1 16 Ihtd 23-1 1- I970/2 Agraha~ana, 
18!a2]. 

4.7 The Committee observe that 1.86 lakh cubic metres of machine 
crushed ballast was procufcd in Bhavnagar and Rajkot Divisions of the 
Western Railway betwoen 1962- and 1967 when had-broken ballast was 
availabk at lower rates. The extra expenditure i~cumd on 0.49 lakh 
cubii mtns of meobiat crwhed ballast so pmcutad was 1.6 U h s .  
Comparabk rater in regard to the remaining quantities arc not available, 

4.8 No valid explanation has been furnished by the Railway Adminis- 
tration as to why machine cmshtd ballast was preferred. though it was 
costlier than handctluhb(l ballast. Even aRer this practice was objscDad 
to by the Divisiolial Accounts Ofkm in Nobember, 1964, the Railway 
c m t m d  tb UW tnschine crushed baUa!$t for more than two cars till, 
in A ~ t i l  1-hloliofis vm issued that tendm for oruppiy o r  W l b t  
should be #?led for without spaciqiag either hand crushmg o~machine 
crushing. 



4.9 The Committee would ,w to be informed why it took over two 
years after the Divisional Accounts Officer had objected to the payment 
of higher rates for machine crushed ballast for the Railway Administration 
to rectify the position. 

[S. Nos. 94-96, Appendix VIq, Para Nos. 4.7-4.9 of 116th Report, 
Fourth Lok Sabha]. 

Action Takem 
Para 4.7 

The observations of the Committee are noted. 
Paras 4.8 & 4.9 

As regards the point as to why machine crushed ballast was preferred 
though it was costlier than the hand broken ballast it may be mentioned 
that in 1962 Bhavnagar and Rajkot Divisions started experiencing difficulty 
in procuring ballast conforming to specification leading to considerable 
delay in colkction. It was felt this difficulty could be overcome by re- 
sorting to purchase of machine crushed ballast. 

The matter was, however, brought to the notice of the Headquarters 
office on1 in December, 1964 seeking a policy decision, The connected 
subject o?installing mechanical crushers by the Railways at suitable railway 
uarrics was discussed in the Chief Engineers, Conference in May 1%5. 14b tough discussion the Western Railway obtained a clarification from 

the Board that it was not essential that the Railway should undertake thc 
provision and operation of mechanical curshers, but it would suffice if 
machine crushed ballast was obtained through contractors. In June 
1965 the Vigilance Branch of the Railway Board asked the Vigilance Cell 
of the Western Railway to submit a report on the implications of purchasing 
machine crushed ballast on long term basis iis-a-ris hand broken ballas1 
on short term basis. Oa the W s  of the report of the vigilance Cell. the 
Headquarters office examined the matter and instructions were issued to 
the divisions in October, 1965 indicating that tenders should be invited for 
machine crushed ballast only when the value of the ballast supply exceeded 
Rs. 1 lakh and such tenders were to be forwarded to the Headquarters 
office for a decision. In December 1965 the divisions were asked to call 
quotations for hand broken as well as machine crushed ballast in all cases 
to assess the comparative cost. - 

In =gad to tho number of contracts for machine crushed ballast 
p l e d  after November 1964 it is submitted that 4 tenders were accepted 
for machine crushed ballast betmen Nov. 64 a& May 65 pending a policy 
d&kkm from the Head quarters ~ R c c .  After May 1965 only 2 tenders 
were accepted for machine crushed ballast. In the first case, tendercrs 
wenc asked to quote alternative rates for macbinc arushcd as well as hand 
broken ballast but only one tender wae received qvotiog rates for macbine 
aurhed ballast. As no alkraative rates were quoted for hand broken 
bollst, the tender was accepted undet. the n o r 4  procodyre. In the 
mnd cast, a tender for machiat ballast only was invited q&r 

s) pGrety on tpdhejrPal copsid- 
in cement c o n p t e  work for 

constructing a ~ a j k o t  Division. 



'(A reply to a question adtad by the Committee regarding the scale 
at which machine mushing of ballaet was available to make the prices for 
their suppdy cornptitiw, the gave thk reply that 14 contract6 were 
in force in 1963 in Bhamqar Division for supply of machine crushed 
ballast vidc para 63 of the Report. On verifIcatMa by audit, it 
has boen found tkelt there wen only 7 contrade during 1963 and not 14. 
The error is very much regmtted. The Board have taken up the matter 
with the General Manager, Western Railway for baing supplied incorrect 
information and to fix mponsibility and also take steps to ptevemt similar 
errors in future. 

This has been seen by audit. 
DA/Nii. 

[O.M. No. 70-B(C)/PAC/IV/ I I6 dated 3 1-1 2-701 Pausa 10. 18921. 

The Gnnmittte observe that, except for the coaling crane at Vijaya- 
wada, the other thrae manes at Bitragunta, Basin Bridge and Rajahmundry 
are working well below their rated capacity of 360 tonnes per day. Efforts 
should be made to improve their performance. as otherwise one of the 
basis objectives of mechanisation. namely reduction in the cost of handling 
coal. would be defeated. 

[S. No. 133, Appendix V I H  para No. 7.24 of 116th Report, 1969-701 

The working of the coaling cranes at Basin Bridge, Bitragunta, Vijaya- 
wada and Rajahmundry has been further examined and it is observed that 
the average loading per day since the commissioning of the cranes at 
Vijayawada, Bitragunta and Rajahrnundry is as follows:- 

- - - -- -- - -- - - - - - - 
V yayawada Bhgunta Raphmundr) 

f'taamr) (Tonncs) (Tonm) - -- - -- - --- - - - 
Average loading per day on the days 

the crane worked. . - . 266.000 136.000 149.000 
- -- -- --- - - - . - -- -- - 

2. In respect of the Vijayawada crane. ~t is regretted that figure of 
output of 350 tannes per day given earlier was not found correct on audit 
verification, although the maximum loading of 350 tonnes per day was 
achieved on 113 days. In regard to the crane at Basin Bridge. a statement 
showing tbc quantity of cod handled by it during the period November 
1970 to April 1971 is enclosed indicating also the reasons for non-utilization 
of the crane on m a i n  days in a month. It would be observed that, e\en 
allowing for certain days of inaction due to wechly maintenance and minor 
repairs. a daily average output of 264 tonnes has been maintained during 
this period. ---- - -. ---- --------- -- 
NOTE: F a  mputin the flgure of W i n g ,  when substantial loading has brcn done b) 

cnm, i t  b % a m  t~catcd as "working day" for the crane. lnsta- of mtnor 
break d a m  .ar *a shut-dom ctc. or mar&al cases of crane havlng worked 
&r rhart time an 8 w y  may MU been ignored for arriving at 'Working' or 'Non- 
workiog* days. 



3. All the 4 cranes capable of forming to their rabd orpacity 
of 350 ~ ~ M C S  per day as it is astnblis haP that on 1U days 350 ton- per 
day or more are loaded by Vijapwada ocllllc* About 5fl-70 toaasr have 
to be loaded in yard by head loading for shunting d n a e .  It is mt dmbys 
possible to ensam 100% loading by cmne as at tiayes them m y  not be 
appropriate type of cod ia the bin or no d at,& dua to poor flow of 
wagons and at other times due Q the ntcassity to liR ooai ly iq  outside the 
bins which had to be unloaded there to prevent detcntia to wagons naceind 
in big bunch; otherwise the coal would have perisbed. 

4. As the daily consumption of coal at Bitragunta and Rajahmundry 
is 200 and 190 tonnes respectively, the cranes are not working round the 
clock but only on single shift of 8 hours. The target that could be appli- 
cable for these two cranes would be 150 tonnes per day and the average 
loading is near about this target. In the case of %jayawada also only 
two shifts of 8 hrs. each is worked. Ta,king into account the need of 
each loco shed. the working hoars of the cranes have to be regulated to 
ensm economical working. However the position regarding the work 
done by these cranes would be continued to be watched and in case there 
is fnrther reduction in the amount of coal to be loaded tbe question of 
finding suitabk alternative use for these cranes would be examined awl 
necessary action taken. 

This has betn seen by audit. 

Enc1:--One Statement. 

[Ministy of Railways (Railway Board's) O.M. No. 70-B(C)-PAC/ 
1V1116 dated: 251-1972] 

Drtails of working of Goliath Cram-BBQ Shed-Period November 1970 to April 1971. 
-- -- -- 
Month Quant~ty Average No. of Reasons for the ~on-utilisation 

handled by daily out- &ya tbe 
crane put crpnc 

actually 
worlred 
in the 
mwth 

- -  - -  ----a -- - 
1 2 3 4 -- ----- ---- - A- - - 5 

Nov. 70 7514 200 250.473 24 2-1 1-70 -Weekly maintenance (8-16 hn.) 
10-11-70- -da 
18-1 1-70 - W a y  F g -  to ~ o f $ n t m o L o r r e p l v r t o  
20-11-70 -pulleys by shop ~rff--put 

into work at 13 hn. on 
2041-70. 

25-1 1-10 -Wockly main- (846 hm) 
Dcf. 70 8487.950 273.605 23 2.12 Woelrb ' 

11.12 to ~ ~ ~ k v e 1  
15.12 
$3.12 
30.12 - -- - -- - -- 



Jan. 71 8333.225 268.814 27 21.15 hre. of 3-1-71 to 3.40 hrs of 411- Renewal of wire rope that 
was cut. 

611, 1311 d ?/1/71-(8-16 b.) wscltly 
rmmicamce. 

Feb. 71 8125.200 290.186 23 312 and 1012 - W a y  maintenance (8-16 
to 8-18 hrs.) 

1412 (13-18 hrs.) Attention to the broken 
brig trovcl lpeet sM. 

1712 & 2712 -Wakb maintunne. 
Mar. 71 8253. 100 266.261 26 1013-Wakiy mi+tslr~acc (Elect. Br.) 

1313-Weekly I n a m  
2.413-Wakly maiatarnncc. 

(Mcdrl) 
2613-17.00 to 22.00 Welding of the grab 

which gave up. 
3113-Wcekly main-. 

Apt. 71 7069.550 235.65 1 22 714, 1514 .& 2814 - Weekly rnaintcaoncC. 
1014--Mam rope sna "g" 1114-WeMig of gra & hear pin (1.30 

-17.15 hn.) 
1614--Stoppad f a  Chmging-Atta- 

dcd to pulky shaft. 
Avcrap. 7963.871 261.003 21 19!4-Attention to hoist gear b-brig 

- ---.- - -- -- - 
(7 to 10130) 

Recollmcnd.tias 
Para 7.122: 

The Committee feel that. as the ship was a very old one, 
purchased as far back as 1929, a close survey of its condition was 
called for befon salvaging operations wen undertaken. The survey was 
entrusted to a foreign party when it could well have been done by Mian 
experts. The survey was obviously very perfunctory, as the estimate 
for salvaging was put at Rs. 57,000 against which the actual expenditure 
amounted to Rs. 4.45 lakhs. The Committoe arc not convinced by the 
explanation that there was no time available to call in Indian nsies for 
the sumy and would li* tbc matter to be further eXBminCd by Z R.ilwry 
Board with a view to fixing responsibility. 

[S. No. 145 of Appendix MI, Para 7.12 of 116th Report of the PAC.  
4th Lok Sabba]. 

Action TAen 
Par0 7.122: 

As in the case of any accident it is first nqcessary to make a 
general sumy of the situation with a view to docrde the course of 
action to be taken for moring the original position. In cases like the one 
under consideration, the ship generally gets tilted and also damaged, the 
extont of damage depanding upon the severity of tbe storm or tbc condi- 
tions under which it ran aground. It is, thedore, first necePtuyI to 
examine and formulate the prooedum for &tali* with tbe rcstolPtron. 
The ship has to be first righted i.r. it has to be put in proper position so 
that it can be haulad back to its b a d  viz. Mandapam. A substantial 



portion of the ship must have gone under water and in the position in 
which it was, it would not haw been possible to make a thorough examina- 
tion or a detailed survey of the damages and the repairs required with any 
degree of accuracy. The survey was, therefore, meant to make the ship 
fit to be hauled to Mandapam where repair facilities by way of dry docking, 
etc. were availabk. Only after the ship is placed in  proper position in the 
dry dock and when all parts become accessible that an accurate estimate 
of the damages, methods of repairs, expenditure involved, etc., can be 
made. It would, therefore, be seen that the survey which was made in 
Ceylon waters was only a preliminary survey not meant to estimate either 
the details of repairs or to decide whether it was worth repairing the ship 
or not. It may be mentioned that when a ship meets with such an acci- 
dent it is the normal practice to undertake salvage operation unless it can 
be clearly seen that the ship is so severely damaged that it would not be 
worth salvaging or the cost of salvaging would be much more than its 
scrap value. 

It is true that Ministry of Transport or other Indian agency wa\ not 
consulted but as the ship was lying in Ceylon waters and rcscuc operations 
has to be conducted there it was considered expedient and nccessarj to 
consult the Ceylon Government and the Royal Ceylon Navy as they haw. 
experience and knowlege of such matters. Their advice. i n  this connec- 
tion, can be considered to be as good as any other expert because apart 
from other factors they possess the knowledge of local conditions and of 
the sea waters around Ceylon. With regard to the condition of T. S. 
Goschen it may be stated that both the ships I+;. T. S. Irwin and T. S. 
Goschtn were purchased about the same time and T. S. lrwin is bemg 
utilised for ferry service between India and Ceylon by the Shipping Corpo- 
ration even now. It would have been. therefore. incorrect to ;usume that 
T. S. Goschen was fit to be scrapped at that time on account of its age and 
just because it had run aground. It was not considered expedient at that 
time to leave the ship in Ceylon waters because the preliminary estimate 
did not indicate that the cost of salvaging and repairing it would amount to 
such a large sum as it has actually done. Unfortunately, due to svcral 
factors including adverse weather and sea conditions, etc., the salvaging 
operations wen delayed and these factors amongst others increased the 
cost of salvaging the ship and its repairs. If we take into con4deration the 
circumstances existing then and the conditions prevailing for 2 or 3 years 
subsequent to the accident involving T. S Goschen it would appear that 
a decision to give up the vessel in Ceylon watm and scrap it could not 
pdutp have been justified bccause after the ship was brought to Manda- 
pam the question of its repair was seriously taken up. A reference w s  
also made to the Ministry of Transport who appreciated the Rail~aj ' \  
suggestion regarding finding alternative use for the surplus marine a w l \  
of the Southern Railway including T, S. Goschen and it was as late as mddle 
of 1967 when it was decided that the Mini- of Transport do not rcqulrc. 
the use of T. S. Goschen for any other allernalive purposes. 

Taking thge fkts into consideration, the Ministry of Railways wwld  
re(padfdly submit that the citcumSt.llcc9 of t b  case am not such a, to 
nraaort fixing of mpmsibility on any individual. 

I 

(0. M. No. 7@B(C)-PAC/IV/i 16 dated 3 1 - 12-70]. 



RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION 
Recommendation 

2.20 The Committee have repeatedly been expressing the view that 
the Railways have surplus wagon-stock. The data now furnished to them 
by the Railway Board bears out tbis view. 

2.21 Substantial numbers of wagons have been 'stabled' at different 
points due to lack of traffic. The information given by the Railway Board 
shows that the ' stabled empties' ranged from 2,000 to 17,000 every year 
for p-riods ranging from 5 to 6 months during 1965-66 to 1967-68. Even 
these figures do not accurately reflect the extent of surplus wagons, as they 
do not take note of empty wagons staMed for less than ten days at a 
stretch. Besides, they show only empty wagons 'stabled', but not those 
that arc hauled. The data given to the Committee shows that such empty 
haulage has gone up both on the broad gauge and metre gauge in 1967-68 
as compared to 1966-67. 

2.22 There is still another reason why these figures of stabled wagons 
cannot be taken as accurately reflecting the surplus wagon capacity in the 
Railways. Detention of loaded wagons at some of the major marshalling 
yards, terminals, break-of gauge transhipment points, steel plants and coal 
washeries has been going up. It is obvious that this situation has resuilcd 
in distorting the position of wagon usage and precluded more effective 
use of wagon stock. 

2.23 For the foregoing reasons, the Committee are compelled to 
wnclude that the Railways have more wagons than warranted by the 
need\ of triflic. The Administrative Reforms Commission have rcctotly 
cuprmed a similar view: they have pointed out that the inventories of 
wagon stock with the Railways "should be drastically cut down." Exict 
quantification of such surplus wagon-holdings will be a matter of some 
difficulty with the changes in composition of traffic. leads etc. that keep 
twurring from time to time. Still the Railways should make a reasonably 
accurate assessment of the position. so that scarce resourcs do not get 
blocllcd up in  fresh acquisition of unnecessary wagons. The Committee 
would like in this connection to invite attention to their observations in 
para 1.35 of their Forty Ninth Report (Fourth Lok Sabha). 

[S. Nos. 18 to 21. Appendix VII-Paras 2.20 to 2.23 of 116th Report 
- 4 t h  LoL Sabha]. 

Action Taken 
9.20 10 2.23 

The observations of the Committee are noted. The Action-taken 
notes on the observations by the Cammittce made in para 1.35 of the 49th 
Report (Fourth Lok Sabha) and also w a s  1.1 I to 1.13 of the 94th Report 
(Fourth Lok Sabha) are being submitted separately (Annexure). 

(0. M. No. 70-B(C)-PAC/lV/l I6 dated 30-12-1970jPrlusa 9. 18921. 



ANNEXURE 

The Committee are not happy to learn that wa ons were purchased 'f by Railways during the Third Plan "without detaile calculations". The 
estimation of wagon requirements 'on additional account' included in the 
Third Plan was 108.956 wagons, based on a traffic target of 249 n~illion 
tonnes. In January, 1962, when the traffic target was revised to 264 million 
tonnes, provision was made for the purchase of 21,000 more wagons, on 
additional account. The actual number of wagons procured on 'additional 
account' was 116,410 or 13,546 wagons less than the estimated requirement 
for a tratlic target of 264 million tonnes. Even if, as stated by the Railway 
Board, this estimate was not based on detailed calculations, it would appear 
that the additional proamment should have created a capacity mcre than 
the peak level capacity of 225 million tonnes estimated by Railways as 
having existed at the end of the Third Five Year Plan. Considering more- 
over, that the origihating goods traffic moved in the last year of the Third 
Plan was only 203 million tonnes, it is evident that there was ample surplus 
wagon capacity with the Railways at the end of the Third Plan. Now 
that an appraisal of wagon requirements is being made for the Fourth Plan, 
the Committee would like to impress on the Railways and the Planning 
Commission the need to arrive at a reliable assessment of wagon capacity 
created, taking into account the change in pattern of movements and in 
the leads mentioned by the Railways, so that the acquisition of wagons on 
additional account is based on dependable estimates of surplus wagon 
capacity already existing. 

[S. No. 9 of Appendix XI Para 1.35 of 49th report of the PAC (Fourth 
Lok Sabha). 

The observations of the Committee are noted. 
During the Stcond and Third Plans, physical planning for rail trans- 

port was done on incremntal basis i.e. additional capacity being added to 
cope with anticipated additional tralXc. This method was based on the 
assumption that the capacity existing at the beginning of the Plan was more 
or less adequate to requirements-and did not take into account additional 
requirements of wagons in respect of traffic already moving due to changed 
pattern, increased lead etc. 

This in turn meant adoption of one set of, turnround for the basic 
wagon &et and another for the incremental fleet to be built up. Conse- 
qutntly when tbe tra& pa-, in terms of commodity mix, as well as 
W s  of loaded and empty movement, altered subatantially, the gap between 
the wagon k t  and the actual requirements of traffic widened. As a result 
there was an imbalance in the availability of transport capacity at the end 
of the Third Plan. Actual requirements of wagons were also more than 



whut wad calculated due to inmmed turn-rsoMi arising out of several 
consbai~tn like lidttid sactian a d  tsnninal edpacity, iacircased lead, higher 
percentage of empty haullrga- cte. 

In this connwtion it is also submitted that taking tho above factors 
into comidwatioo, a review of the availability of rail transport at the end 
of the Tbird Plan and the further tequiremmt of wagons has since been 
mada. 'Phis rcvkw revealed that at the end of the Tbird Plan, the Railways 
had only a mar 'rial surplus of 4363 wagons 6~ the broad gauge and as 
shortage of 161 4 wagons on the metre gau . The earlier assessment of 
capacity of 225 million tomes at the end o f= the Third Plan related to the 
$peak loading capacity, against which the capacity for sustained movement 
for the year as a d o l e  wse only around 205 million tonncs. 

The' methodology now adopted for the assessment of wagon require- 
ments during the Fourth Plan taken sinto &count the total wagon require- 
ment at the end of the Plan for the entire traffic anticipated giving due 
consideration to the change in the pattern of traffic and increase in the lead 
of movement. After having assessed the total wagon requirement at the 
end of the Plan for the antici ted level of trasc, the actual holding at 
the beginning of the Pian has En deducted to arrive at the net additional 
requirement during the Plan period. This new methodology of calculating 
wagon requirements on the overall basis, thus takes into account any 
shortage/surplus capacity at the beginning of the Man. 

Comments of Audit 

During the Third Plan the procurement of wagons corresponded to 
to an average of 1,260 four wheelers for moving an additional one million 
tonnes of originating traffic. From the calculation adopted now incor- 
porating certain refinements stated to have been made in the assessment 
of wagon requirements it is seen that the number of wagons required to 
move one m~llion tonries of originating tr& (for sustained movement) 
is now 1.893 wagons on the B.G. and 2,798 wagons on the M.G. for 1965-66 
level of traffic. The average number of wagons required for carrying one 
million tonnes of originating traffic had, thus, gone up by more than 50% 
on the B.G. The possible argument for this increase would be that the 
lead had increased and that the change in pattern and composition of traffic 
would also affect tbc wagon requirements. It is, however, seen from a 
detailed scrutiny of the calculations made in April, 1968 that, apart from 
the lead, the otber important factors greatly influencing the wagon req+e- 
ments are (i) speed of the goods trains. (ii) loadability and (iii) detent~ons 
at yards, terminals etc. 

While we are not in a position to offer any remarks on the leads 
assumed for the various commodities in the assessment of w n rquite- 
ments the assumptions made in respect of other factors calls or a review 
in  the light of following observations:- 

"f" 
of specific commodities like coal and 

coal to washerits and iron ore traffic for export 
1965-66. This is lower than the actual 

average of all goods trains during 1967-68 viz. 23.4 for diesel and 24.5 



for electric locos. In respect of bulk movements of commoditiaf like 
coal, steel, iron ore etc. whcm dieselisa~nlelcctrificatbn hae been done 
to a greater extent than for other commoditieer and in view of the possibi- 
lities of running block loads etc. the actual speed may be stiil higher than 
even the averages. It is further noticed that the same spaed adopted in the 
calculations for 1965-66 has been maintained in the projections at the 
end of 1973-74 (the last year of the Fourth Plan). For these and other 
commodities that move in bulk and are being h a d  by dicsel znd electric 
locos the speed of 23 KMPH assumed in the calculations for wagons 
required at the end of Fourth Plan, appears to be rather low. The move- 
ment of some other commodities like P.O.L. and food grains which move 
largely in bulk quantities (the latter larticularly during peak period) also 
needs an adoption of a higher speed than what has been assumed in the 
calculations. The assumption of realistic speed w.r.t specific commodities 
acquires more importance in view of the fact that the quantum of traffic 
hauled (net tonne kilometres) over diesel and electric traction has increased 
from 557; of the total t& in 1965-66 to 64% during 1967-68 an increase 
of 9:i in two years and would no doubt progress further. 

The time allowed for detentions at marshalling. terminals etc. also 
needs a more realistic assumption particularly in respect of commodities 
which move in block loads without need for marshalling enroute owing 
to greater adoption of long distance marshalling etc. With the augmenta- 
tion of capacity in the important marshalling yards and terminals already 
achieved during the third plan period. there should be a progressive dreduc- 
tion in the detentions at these points. It is. however, seen from the details 
of wagon assessment for 1973-74 longer periods of detentions in yards and 
terminals have been adopted for most of the commodities. compared to 
the corresponding figures adopted for the assessment for 1965-66. 

It is, further seen from the detailed calculations that the estimated 
running time in hours has been. in many cases. rounded off to the next higher 
figure rn days. For example 1.8 hours for washeries. 17 hours for raw 
materials to steel plants and 14 hours for Railway Materials have been 
rounded off to one day. The net effect of such rounding OK to a higher 
figure has been to increase the calculated requirements of wagons by about 
7.000 wagons on B.G. for 1965-66 level of traffic. 

The allowance made for peak traffic also needs reconsideration as 
the exass wagons acquired on this account remain idle during the non- 
peak season and it must be examined whether the peak traffic requirements 
shouM not be net by a more intensive utilisation of wagon stock rather than 
by providing a cushion of wagons on this account. 

In the circumstances stated above we are unable to accept the draft 
action taken note in its present form which needs to be modified i n  the 
light of the above observations. 
Governments' reply to audit comments 

It has been brought out earlier that during the Second and Third 
Plans, physical planning for rail transport was done on incremental basis 
i.e. the additional capacjt being jwovided only to cope with the anticl- 
pated additional traffic. &I is method was based on the assumption that 



Plan was more or 
out w, 

in recommendation No. 9. 
la fwt the initial procurement programme during t& Third Plan period w-r ndtd to about 1260 wagon million tonnes of additional trotfic. P" That t is f i g h  was undistically ow would be clear from the particulars 
given in Annexurcs I and 11 attached. It would be sem that the minimum 
requirement for BG wagons worb out to 1635 and 2567 wagons per million 
tonnes of traffic in heavy and light commodities respectively, the require- 
ment on the MG being still higher. Annexurt I1 brings out the number 
of wagons actually utilised per million tonne of traffic carried (originating 
and transhipment) at the end of the Second and Third Plans. It will be 
seen from the latter that but for a slight marginal exem in respect of BG 
stock at the end of the Third Plan which was also due to imbalana in the 
Commodity mix (requiring different type of stock), improvement was 
maintained. 

However, in order to amw at realistic assessment for procurement 
of rolling stock the system of calculation of wagon requirements on the 
over all basis (distinct from the incremental traffic) has now been introduced 
for the Fourth plan period. In this, the average lead of traffic, turn-round 
and the percentage of empty haulage etc. are taken into account and then 
suitabk allowance for meeting the peak demand is made. In these calcu- 
lations, the turnrounds were objacqvely calcuIatcd in detail for every 
commodity based on the leads of movement, terminal detentions, speed 
of trains, average load of wagons and the proportion of empty running. 
As a result the calculations of wagon requirements for the Fourth Plan 
represent an over all turnround of 1 1.9 days on the B.G. and 8.8 days on 
the MG. Both these turnrounds are considerably lower than the turnrounds 
lhen prevailing. The actual average turnround during the year 1%7-68 
was 12.6 on BG, 9.5 on the MG and during 1968-69 was 12.7 on t k  BG 
and 9.69 on-the M.G. In order to set if the procurement during the 
Third Plan was excessive, a similar exercise was undertaken for the 1%5-66 
level of traffic and the conclusion has already been brought out carS i .  

In order to judge the actual utilisation of rolling stock on the overall 
basis, the following indim are noteworthy:- 

TABLE 1 
Number of w a p n s  (in terms of 4-wheekrs) utilised to move one million NT Kms per dny ex- 

pre.srcd in terms of srandord carrying capocity 
-- ---- 

Year B.G. M.G. 
- -- - - -- - - -- -- 

1950-51 . . . . . . . . . .  1402 277 1 
1965-66 . . . . . . . . . .  1066 2040 

-- - - - --- 
TABLE U 



It would be seen that there has been consistent improve'ment in t4e 
utilisation of rolling stock, which would not have ,&ten possible, had any 
surplus capacity been provided as made out by the Audit. 

In this connection, a comparison of the utilisation per tonne of wagon 
capacity on the Indian Railways with that on artain advanced Railway 
systems in the world is also interesting:- 

TABLE 111 

Net fonne kilotnetres mo~rdpcr annuttr per fonnv of capaci1.v. 

JndiraGovernmcntRailways(BG)1%5-66 . 15.567 
British Railways (1966) . . . . . . . . .  1,529 

. . . . . . . .  Canadian Pacific Railway (1964) 13.229 

French National Railways (1964) . . . . . . . .  7,346 
Gcmm Federal Rdhvay (1964) . . . . . . . .  7,279 

l ta l in State Railways (1964) . . . . . . . . .  5,216 

Japanese National Railways (1%4-65) . 25.310 
. . . . . . . . .  U.S. Class I Railroads (1965) 1 1,623 

- -- ----- - 
It  will be seen from the particulars given above that the utilisation of thc 
rolling stock capacity compares favourably with that on Railway systems 
of other countries and is second only to the Japanese National Railways. 

This Ministry would also like to clarify that details of speed are no1 
being maintained commodity-wise nor is it practicable to do so and. 
therefore, the figures of speed adopted in respect of each specific commodit! 
for the purpose of calculating wagon requirements are based on the general 
experience in this respect. It may be pointed out that the pilots and thc 
section trains for collection and dispersal of traffic are still worked by steam 
locomotives. Even in respect of goods trains, thereare several areas wherc 
the traffic moves under mixed traction or completely under diesel tractioa. 
The dfect of increasing density of traffic on speed of trains has also to bc 
taken into account. 

Likewise. with the increasing lead of traffic, incidence of marshalling 
also incleases, affecting the turn round. 

It has also to be appreciated that while yorking out the requirement 
on 'all Railway' basis, it is not possible to reach the same degree of accuracy 
for such a vast network as would be possible. if the calculations were to be 
made for an individual section only. In the former cases, wieghted average 
as all that can be considered based on a reasonable assessment. It is for 
this reason that rounding off in terms of full or half day has been done. 
While in certain cases the rounding off is to be the higher half or full day. 
in certain dher cases, it is to the lo\i/er figure. 



Regarding allowance for peak traffic, it may be pointed out that the 
peak loading is considerably higher viz. of the order of about 157,; as 

to average monthly loading. When this loading is compared 
with the lowest loading in any month, the variation is as high as about 
,504. This entire gap cannot be Pddged by intensive utilisation of the 
rolling stock as during this period even fhb line capacity is under severe 
strain. As suoh peak allowance has been made for various commodities 
at only 7% to 10% of the bare requirements; the balance fluctuation is 
catered for by improved utilisation of the rolling stock as would be seen 
from the month by month utilisation figures which is best during the peak 
months. Unless allowance to some extent is made for peak traffic it  would 
not be possible to meet the requirements of traffic during the busy seasorl 
and with competitive road transport systom the traffic would ,be further 
diverted to road. Even with this peak allowance and the better utilisa- 
iion of assets, some staggeriog of traffic has to be done. 



(a) Heavy c o m d t i e s  
UG. 

Daily load* for hmvycommoditke . ; . .  1125 wagons 
Minimum nquiremmt on the basis of tum-round as at the a d  . . .  oftheSecondpI.o(ll.2d.ys). : ; 1400 wapons 

A& 10% for peak . . . . . . . -  140 

Total Bare . . . . . .  I540 *. 
Md 4 0'< !',Pan2 (on lines) . . . . . . . .  64 w 

1604 .. 
. . .  Add B/vans at 1/50 plus (on bare) 8 '/, for spare 34 

Grand Total . 1638 

(b) General G& 
B.C. 

No. of wagons rcquired daiiy for 1 million tonm per annum 1% 
Bare requirement on theb asis of 11.2 days turn-round as at the 
end of !hmd Plan. . 2195 
A & I O % f o r p e a k .  . . . . . . .  220 

Total . . . . . . . .  2415 

. .  Add B/van @ 11/50 and 8 :< spnre. 

Grandtotal . . . . .  



- -- . . i , . .,( . .A+- _ 
At the end of At the end of Anticipated Addl. Fourth 
Scoand Phn* Third Plan.* at tkcmd of Parrth Plan over Third 

Phn** Plan calcula- 
tigs. 

80 MG BG MG BG 
NO. of wagom (in 
terms of 4 - W ~ C ~ C ~ S  
including deport- 
mental and brake 
vans) . 230440 99125 314516 110295 411761 
Tonnes carried (in 
millions ~ncluding 
cranrhipmen: 
traffic. . 129.22 43.25 174.62 52.51 234.31 
No. of wagons 
(per million tcnmes 
of traffc). . 1763 2292 1801 2100 1757 

--- - - 
*2nd Plan holdings as on 31-3-1961 including Deprtmcntal and Brake Van4 In term. 
of four-wheelen arc actuak. 

**For Third and Founh Plans. these arc according to cakulalions of requinnxnt 
as furnished now. 



Ehrtber comments of Audit 

Our barlitr remarks wore in the context of the redy given by the Rail- 
way Board that the actual wagon holdings as at the end of 1965-66 had a 
'r.aoacityW for sustained movement of only ahout 205 million tonnes of ori- 
ginating traffic. even though the target for procurement of wagons itself 
was related to the plan target of about 264 million tonnes of originating 
traffic as in January. 1963. It was also observed that the actual 'capacity' 
as nou given by the Railway Board roughly correspond to the actual traffic 
which materialised during 1965-66. It was. therefore. inferred that the 
assumpt,ions regarding the various criteria that determine wagon usage. 
riz. lead, loadability. empty return ratio, detention at yards etc.. were such 
as to >ield such a result. I t  would. however. be appreciated that 'capacity' 
must be taken in  terms or' what the wagon fleet is capable of carrying if the 
various criteria adopted represented the best achievement possible rather 
than Ivhat was actually achieved. I t  was in this connection that variouh 
improwments effected in the method of traction. in the running of trains in 
bolh loads and traffic i'arilities created to ease the movement of traflic 
etc.. \\.err referred to further. it was in this context that the assun~ption of 
detercoratinp ,figures Ibr detention for various commodi~ies in  the exercise 
reg:~rding wagon requirements for the new Fourth Plan when compared 
w i t h  thc. exercise made for 1965-66 was noted and was also pointed out that 
approsiniations i n  calculation like rounding off in 196%6. had the net effect 
of increasing wagon requirements by 7000 four-wherlers. As regards the 
peaking allouancc the point that was sought to hc madc was that this traffic 
should be met by better udisation of wagons rather than by maintaining 
a cushion of wagons and that this should be reflected in the criteria adopted 
for calcul:ition of wagon requirements. We should draw atten:ion to thC 
fact tha t  a similar obser\ntion has bee11 made in Para 5.2 of the report 01. 
thc Stud\: Team of the Administrative Reforms Commission on Railways. 

The essential point thus is. how. considering the capabilities of the 
wagon fleet in terms of facilities available to thc Indian Railways. does the 
actual utilisation compare with such capability ? I t  is here that we are 1111- 
able lo accept the Railways' plea that the wagon fleet as at the end of 1965- 
66 was capable of transporting only 205 million lonncs of sriginating traffic. 
As an indication of the probable capability. the performance of the wag011 
fleet in 1965-66 in terms of net tonne K M  per wagon per day could be 
compared to the performance of the wagon fleet in 1962-63. when pattern 
of traftic was similar. It would then bc xen that on the Broad Gauge there 
i s  a deterkwation from about 1007 net tonne KMs per wagon da! 
in 1962-63 to about 934 in 1965-66. Without asserting that exact com- 
putaticn of the actual surplus of wagons on Broad Gauge is possible on thi5 
basis. it can still be preferred that if the prformance of 1962-63 had been 
repeated in  1965-66 considering thc total number of KMs.. of traffic trans- 
ported in 196566. the wagon fleet as at the end of that >ear seems to he 
surplus by about 43.780 four-wheelen. Since 1962-63 is a pear close to 
1965-66 there would be no basis for awrting that this is an unrealisticall\ 



ideal ts et to a c h i i .  If further dlowantc i s  7 for improvcments in 
term9 o f u ~ h m  d * r c l ~ ,  ~ ~ ~ t f d h , & %  ling facilities etc. it 
a n  be asserted that what is feasible in the changed conditions after 1%2-63 
should k even bancr. We have no further muarb to in case 
 ailw way Board still differ from what we hsve stated we would suggest that 
our remarks may also be forwarded togethe with Railway Board's action- 
taken note to the Public Accounts Committee. 

In the ycar 1962-63, the Ratlways carried 18.3 million tonnes of addi- 
tional originating freight traffic which represents the highest increase in the 
freight traffic handled in the Indian Railways so far in any single ycar. On 
the other hand, during 1965-66 agricultural production suffered a severe 
set-back and the increase in Jndustrial Production was only modest. So 
much so, the additional originating freight traffic carried by the Railways 
during that year amounted to only about 9.2 million tonnes. In the circum- 
stances. it is difficult to accept the contention that the patterns of traffic 
during 1962-63 and 1965-66 were similar. Besides. 1962-63 followed the 
transport crisis of the early sixties and over 65,000 indents were outstand- 
ing on Broid Gauge alone at the end of the year, which came down to 20,984 
;,I the end of 1966. The heavy outstanding indents in 1962-63 not only 
indicated a large unsatisfied demand but ability of the Railway to pick up 
traffic in bulk, which was no longer possible in 1965-66 due to low level of 
indents. The utilisstion in one single year specially in 62-63 when there 
wits ;I transport crisis and wagons were being utilixd at the cost of main- 
tenance, cannot. therefore. be taken as a criterion for calculating wagon 
requirements. The very fact that the same utilisation was never achieved 
hefore or thereafter also shows that that year was peculiar in itself. In the 
circumstances. it does not seem correct to project the performance in 1962- 
63 into the year 1965-66 as a basis for comparative judgement and quanti- 
fication of Railways transport capacity in view of the changes in the various 
factors affecting the Railway's transport capacity that had taken place during 
the intervening period. This Ministry would like to submit that for assess- 
ing wagan procurement during the Third Plan the correct crtterion 
would be to judge the transport capacity based on the norms as at the end 
of the Second Plan and it would be seen from the particulars given above 
(hat the real misunderstanding has arisen due to unrealistically low figure 
of wagon requirement per million tonnes of t ra f i ,  initially calculated for 
the Third Plan level of traffic. 

In this connection it mly also b.: submitted that the various factors 
;ncludinp change in th: pzttern of traffic have already b=n brought out in 
th: d:scicilssions relating to para 11 of the Audit Report Railways 69 as given 
in the 1 16th Report. 

[O. M. N >. 70-B(CbPACjIVj49 dated 3-2-71/Magh 14, 1892.1 



I ' h t M i ~ o f B c i l ~ h n s s t o t o d ~ ; d K : p d b m a ~ ~ i n  
1962-8 red 1965-616 wew not sbailar. A A con ,of the ,fm*t YE u a r  bmrd -ria d co-, ~ 2 i n  1 ~ 2 6 1  and 1% 
would show that the composition of t d k  arc in fad aomparabk,. Shoe 
the results achieved in 1962-63 were the best results of utilisation for similar 
pattern of traffic, it would be appropriate to take these results for purposes 
of comparison. It was in this context, @but we o b n c d ,  that the deteriora- 
tion in the performance (viz. from about 1007 net tonne km. per wagon day 
in 1962-63 to about 934 in 1965-66 ) has resulted in an under-statement 
of the existence of surplus wagon capacity. It is not clear as to how the no. 
of indents outstanding would be indicative of the Railways capacity to pick 
up traffic. 

In the last two sentences of their note, the Ministry of Railways have 
stated that (for assessing wagon procurement during the Third Plan the 
correct criterion would be to judge the transport capacity based on the norms 
as at the end of the Second Plan and that a misunderstanding had arisen 
due to unrealistically low figure of wagon requirement per minion tonnes 
of traffic. initially calculated for the Third Plan level of traffic. In effect. 
the Ministry of Railways seem to be repudiating the norms adopted by the 
Railways themselves for determining the 111 Plan target for wagon procure- 
ment) in the changed context of non-materialisation of traffic whereas the 
IIIrd Plan target for wagon procurement was fully achieved. It is pointed 
out that our remarks here aimed at demonstrating that the performance of 
the Railways in 1965-66 had deteriorated not only with reference to the 
norms adopted by the Railways themselves for 111 Plan target of wagon 
procurement but also with reference to their own past performance in the 
recent past in 1962-63 (viz. 1007 net tonne km. per wagon day) and that 
them would be surplus wagons by about 42.780 four-wheelers on this hasis 
a w  The Railways have in reply repudiated this basis also by referring 
to variations in patterns of traffic and insisting that 1962-63 was also a pecu- 
liar year. It has already been pointed out that the composit;on of traffic 
in 196263 was comparable to that of 196566 (the last year of IlIrd Plan). 
It is further seen that the performance in 1960-61 and 1963-64 in terms of 
N.T. km. per wagon day was 998 and 987 respectively which are very near 
the performance in 1962-63. It is therefore, clear that year 1962-63 could 
well serve as a reliable basis for arriving at some idea of the capability of the 
wagon fleet as at the end cif 1965-66 to carry traffic. 

The Railways calculations, it is reiterated, on the other hand make 
no such objective effort at establishing the 'capacity' of the wagon fleet to 
carry traffic but have been designed to prove, by adoption of (actuals of per- 
formance in relation to speed detentions, loadability approximations in 
calculations etc.) in. that year, that the wagon fleet was 'capabk' of carrying 
no more than what it did in fact carry. This cannot be accepted as a re- 
Jiabk calculation of wagon capacity. It is incidentally pointed out that 
the performance of the wagon fleet in terms of N.T. kms. per wagon day 
(BG) has further deteriorated to 905 and 9 16 in 1 %8-69 and 1969-70 respecti- 
vely. 



CHAPTER 'V 

RECOMMENDATIONS/OBSERVAT~NS IN RESPECT OF WHICH 
OOVERNMENT HAVE FURNISHED INTERIM REPLIES 

1.8 The Committee have in successive reports indicated the steps that 
Railways would have to take to rehabilitate their position. Basicallv. a 
three-fold approach to the problem seems indicated: 

( i )  SS.stematic efforts will have to be made to mnomise on working 
expenses. The two major components of working expenses are 
the staff and fuel bills. Out of the total working expenses of 
Rs. 693.3 1 crores in 1967-68, these accounted for Rs. 21 2.29 crorcs 
and Rs. 127.83 crores respectively. In regard to the staff, the 
growth of expenditure has been disproportionate to the growth 
of traffic. The Committee have made certain suggestions in this 
regard in para 1.28 of their Ninety-Fourth Report (Fourth Lok 
Sabha) which they would like to be implemented. 

[S. No. 3. Appendix V11, Para 1.8 of the 116th Report of the PAC 
(4th Lok Sabha)]. 

Action Wren 
The observations of the Committee are noted. The suggestions (Anne- 

xure) made by the Committee in para 1.28 of the 94th Report (4th Lok Sabha) 
are separately under consideration and the final decision taken would be 
intimated to the Committee in due course. 

This has been seen by Audit. 

[O.M. No. 7O-B(C)-PAC/IV/I16 dated 30-12-1970/Pausa 9. 18921. 



Para 1.27. The Railways haw since 1966-67 been running up ddicits. 
Their wage bill is over Rs. 350 crores and is the largest single component 
of their working expenses. It is. therefort, hardly necessary for the Com- 
mittee to say that the Railways should keep their expenditure on staff under 
close watch. The Committee note from the replies furnish-d by the Rail- 
way Board to their observations in this regard in the Sixtieth Report 
(Fourth Lok Sabha) that reviews conducted by the Efficiency Bureau have 
shown an increase in staK strength "disproportionate to increase in work- 
load" not only in administrative but also in operational and maintenance 
categories. 

Para 1.28. So far as other Departments and Ministries of Govern- 
ment are concerned. there is an independent agency in the nature of a Staff 
Inspection Unit in the Ministry of Finance which is charged with the work 
of conducting norms studies and reviewing the staff position. The Commi- 
ttee feel that it would be a distinct advantage to have a similar arrangement 
in the case of the Railways also. By suitably reorpanisinp the existing 
agency created for this purpose, an independent unit could be constituted 
with a charter of duties similar to t h a ~  of the Staff Inspection Unit. This 
independent unit should be entrusted with works study and job analysis 
and asked to review the position in the various departments of the Zonal 
Railways on a phased programme. The details of thc orpanisational set- 
up should be worked out by the Railway Board. But to ensure that it func- 
tions as an independent unit like its counterpart in the Ministry of Finance. 
the proposed unit should be placed under the Finance representative on the 
Board. namely the Financial Commissioner, Railways. 

[S. No. 10 and 1 1  Appendix Paras 1.27 and 1 . 3  of the 94th Report 
of the PAC (Fourth Lok Sabha)]. 

Action taken 
Pum 1.27. 

The observations of the Committee are noted. 

Para 1.28. 

The recommendation of the Committee requires exhaustive considera- 
tion from all aspects. The matter is under examination and the Committee 
will be advised of the final action taken in  due course. 

This has been seen by audit. 
[ Ministry of Railways (Railway  board)'^ O.M. No. 70-Me)-PAC 

IV/94 dated 16th October, 1970,'Kanika 4, 18921 



The Committee also consider it essential to avoid w(~6tcful duplication 
of investments through better rail-road coordination. The Administrative 
Reforms Commission which considered this point suggested, htw-alia. 
that the State Governments should be moved "to regulate the grant of licen- 
ces and permits for the operation of road transport services or the inttoduc- 
lion of new road services so as to eliminate any possible conflict of interest 
between different modes of transport." For this purpose, they had sugges- 
ted that "a representative of the Railways may be associated with the State 
Transport Authority or other bodies which are in charge of the grant of 
licences or permits for operation of road transport services." The Commi- 
ttee would like these suggestions to be examined expeditiously for implementa- 
tion in consultation with the State Governments. 

[S. No. 10, Appendix VII. Para 1.28 of the 116th Report of the PAC- 
(4th Lok Sabha)! 

The suggestions of the Public Accounts Committee may be sumrnarised 
;is wtder:--- 

( i )  The State Governments should be mowd to regulate the grant 
of licences and permits for the operation of road transport services 
or the introduction of new road services so a\ to eliminate an) 
possible conflict of interest bctneen different modes of transport: 
and 

( i i )  A representittive of the Railways maj bc associated with the Stale 
Transport Authority or other bodies which are in charge of the 
grant of licences or permits for operation of road transport services. 

2. With regard to item ( i )  a similar suggestion was made,by the Un- 
economic Branch Lines Committee, 1969 in their report. The matter was 
rcfcrred to the Ministry of Shipping and Transport who have recently written 
to the State Governments stressing that the present unrestricted competi- 
lion from road transport has to be regulated and coordinated so that the 
rail srrvicts. which are run to serve the public become viable. 

3. Regarding item (ii) of para 1 above, the matter was considered in 
consultation with the Ministry of Shipping & Transport in connection with 
the similar suggestion contained in the report of Administrative Reforms 
Commission. The State and Regional Transport Authorities are appointed 
hy the State Governments and Union Administrations under section 44(1) 
of the Motor Vehicles Act. 1939. Under the existing provisions of the Acl. 
there is an absolute han on the appointment of a person who has any finan- 
cial interest, whether as proprietor. employee or otherwise, in any trans- 
port undertaking from being appointed. or continuing. as a member of these 
hthorities. The expffssion 'any transport undertaking' has been cons- 
trued to include the Railways also. The conclusion was then arrived at 
that there were legal bars to a representative of the Railway being included 
in the State and Regional Transport Authorities. 



The matter is, however, ~ i i W & & l  further and the Committee 
will be ~ 4 v W  of the result in due course. 

[O.M. No. 70-B(C)-PAC/IV/116 dated 3 1- I 2-i97OlPausa 10, 18921 

The Committee note that in view of the libcralisation of rules govern- 
ing the Railway Pension Fund. the liability of the Railways for payment 
of pensions has increased and a re-assessment of the contribution to the 
Fund has become necessary. The Committee would like the necessary data 
in this regard to be collected and processed expeditiously and appropriate 
action taken. thereafter. 

[S.No. 14, Appendix VII Para 1 S6  of 1 16th Report of the PAC (4th 
Lok Sobha)] 

Necessary data as required by the Government Actuary is being cotlec- 
ted from all the Railways and Projects. As sson as they are completed. 
they will be processed in the Form prewribed by the Government Actuary 
and sent to him for re-assessment of the contribution to the Railway Pension 
Fund. 

Audit comments 

Seen. The Board are requested to kindly indicate the time required 
for the collection of the necessary data and its further processing as per pro- 
gramme drawn up by the Board in this regard. This is considered necessary 
as t k  Committee desired that the reassessment of the contribution to the 
Pension Fund should be made expeditiously. 

Railway Board's Jirther remarks 

The requisite data up to 31-3-1970 has been called for from the Rail- 
ways and till now the information is awaited from the majority of the Rail- 
ways. Railways have indicated that they will take some more time to fur- 
nish the requisite data as the statistical data required to be collected covers 
all the serving and retired employees coming within the purview of Pension 
Scheme in various annexures prescribed by the Controlkr of Insurance. 
Urgency of furnishing the requisite data has been stressed on the Railways 
more than once. Originally, the Railways were asked to furnish the datit 
by 27-10-70. This target date is now being extended upto 31-1-71 as it has 
not been possible for Railways to adhere to this schedule due to time in- 
volved in collection of data from subordinatc/executive officers spread over 
the entire system. 

Besides, it is learnt that the Assistant Controller of insurance would 
be coming down sometime in the middk of this month for preliminary dis- 
cussions. 



Thus, the question of m u p t  of contribution to the Pension 
Fund is dependent on : 

(i) the availability of the requisite data from all the Railways up t e  
the close of tho financial year 1969-70; and. 

(ii) the convenience of the o k r  of the Controller of Insurance, 
Simla to eramiae and assert thedata collected. 

Every effort is being made to finalise the reassessment as expeditiously 
as possibk and the Committee would be further addressed shortly in the 
matter. 

This has been scen by the Audit; 

[OM. No. 7@B(C)-PACIIVI I I6 dated 23-12-70] 

Para 2.95. 

The Committee note that the Salt Merchants Syndicate 
have recently agreed to artain proposals for the sharing of cost. The 
Committee would like the matter to be sorted out expeditiously so that work 
on the siding, the cost of which has gone up by about Rs. 3.5 lakhs due t o  
delay in completion, is not further delayed. 

[S. No. 39. Appendix VII. Para No. 2.95 of 116th Report of the P.A.C. 
(Fourth Lok Sabha)]. 

Actioo taken 

Para 2.95 

The matter is still under correspondence with the Dy. Salt Commis- 
sioner, Bombay who has advised that the salt merchants wanted to have 
a plan and estimate for 380.~35' jetty and the warehouse. This estimate 
has been prepared and sent to the Dy. Salt Commissioner, Bombay. In 
accordana with this estimate, the amount chargeable to the Ministry of 
Industrial Development. Internal Trade and Company Affairs would be Rs. 
10.1 1,550 and to the Salt Merchants Rs. 5.21,JW. The consent of the .Dy 
Silt Commissioner to the revised estimate is awaited. 

This has been scen by Audit who have observed as under:- 

"The position stated in reply to para 2.95 is under verification by 
local audit offioe and further communication would follow on 
receipt of reply from him." 

[Ministry of Railways (Rly. Board) 0. M. No. 70-BC-PAC/IV/116 
dated 22- 10-70, J j0Kartika. 18921 



"The Committee observe that 11 out of 12 vibrators purchased by 
the Central Railway at a cost of Rs. 28,200 in 1962 have not been 
put to use due to defects whiieh the firms have not been able to 
m o v e .  As even replacements supplied by the firm in respect 
of some of the vibrators proved defective, the matter should be 
brought to the notice of DGS&D who should examine whether 
there is any design defect in the equipment and then take sbitable 
action." 

[S.No. 108 (Para 5.55) of Appendix VIC to the 116th Report (Fourth 
Lok Sabha)]. 

Action T h  
The indent for these kibrators was placed during 1961. At that time 

there was no standard specification drawn up by the Indian Standard Insti- 
tution and the store was of a developmental nature. The indentor had furni- 
shed the relevant technical date such as the type of vibrator whether exter- 
nally or internally. frequency of vibration, the diameter of the needle, the 
type of engine whether petrol or diesel etc. No design was however furnished 
by tbe indentor. The order was placed as per the technical date given by 
the indentor and the responsibility for the design rested with the manufacturer. 
It was not the responsibility of the inspector to check the design but to e r r )  
out the inspection in accordance with the specification laid down in 111c 
acceptance of tender. 

[Ministry of Supply] 

The Committee would also like an enquiry to be made into the basis 
on which the Director of Inspection of the DGS&D approved defective con- 
crete immersion vibrators and the result to be communicated to them. 

[S. No. 109 (Para 5.56) of Appendix VII to the I 16th Report (411; 
Lok-Sabha)] 

The Acceptance of Tender was placed on 26-9-1961, and records of 
the Director of Inspection, Calcutta are not available, the cam being ovcr 
8 years old. The supply was inspected on 5-12-1961 and in the absence 
of inspection records. it is not possible to say how the stores were inspected 
ind  what tests were conducted before acceptance of the equipment. I t  
appears from the records available with the Purchase Organisation that [hc 
supplying firm were informcd about the defective supplies with t l ~ c  
request to rectify the defects ~ k l e  consignee's letter dated 30-5-1962. A 
copy of this letter was not endorsed to the DG%D. On 15-12-1962, thc 
Controller of Stores, Central Railway. addressed the DGS&D saying that 
although the firm were asked to rectfy the defects, they had neither rectr- 
fied the defects nor replaced the defective equipment. DGWD wurc. 



theidore, requestkd to urge the firm to r e p M  the defective vibrators or 
to bear rectification chargcs/hire charges for similar vibrators from local 
dealers till such time as the Original Vibrators were made serviceable. The 
matter was accordingly taken up with the firm on 17th March, 1963. It 
needs to be mentioned that the details of defects noticed in the vibrators 
were not mentioned in any of the letters and this was made available to the 
DGS&D in the Controller of Stores, Central Railwa)~' letter dated 12-6-64. 
whereunder a copy of consignee's report dated 6-7- 1962, was forwarded. 
Consignee's letter dated 6-7-1962, which was addressed to Be  firm, was nei- 
their addressed to the Purchase nor the Inspection wing of the DGS&D. 
In the aforesaid letter. the defect observed in the vibrators was heating of 
the clutch operating gear. Such heating of the clutch could be due to seve- 
ral reasons including over-loading. 

2. A joint inspect& of the vibrators was held at the consignee's end 
on the 19th Feb' 70. These vibratcrs did not bear the original inspection 
mark. As the rtores had been supplied in 1962, it is possible that theinspec- 
tion mark had alto~ether faded out due to lapse of time or by repainting 
etc.. or the original vibrators had been replaced by new ones. Further it 
was observed that these vibrators differed materially in specifications from 
those which were originally ordered. In the circumstances, it has not been 
possible to make any investigation into the matter. 

[Ministry of Supply] 

Recommendation 

5.108 The Committee note that the question of recovering liquidated 
damages from the firm for the delay in supply is under investigation. Tbe 
Committee would like to be apprised of the decision in this regard. There 
would also appear to have been some delay in completing inspection of 
certain lots of supply made by the firm. It should be examined why this 
delay occurred. 

[S. No. 119. Appendix VII, Pam 5.108 of the 116th Rep<lrt of the PAC 
(4th Lok Sabha.)] 

Action taken 

5.108 The South Eastern Rly. is still examin;n_p the question of quan- 
tum of liquidattd damages to be claimed from the firm on account of delay 
in delivery and further action will be taken LO reecover the amount so assessed 
from the firm's bills. 

As regards the delay in completing inspection of certain lots of supply 
made by the firm. the point was rcfcrrcd to the Ministry of Supply who have 

ised as under:---- 

"Certified true copies of the Purchase Order Here receiuxi by the 
Director of Inspection. Calcutta only on 5-8-44 with E in C. 
Waltare. letter No. Wj30X-$MB, dated 28/30-7-64. As the firm 
did not give any inspection call to him, he asked them to intimate 
the supply position. The matter was also taken up with the firm 
by the Distt. Engineer (D) I, Cuttack vide his letter NO Sll8/ 



1 1/1631, dt. 109-64. It was oaly on 26-4-66 that the firm mpw- 
ted the D i t o r  of Iospection, Calcutta for inrpec;tion. The 
stores warn inspectad on 13-5-66 and the  me w m  rJssrssd 
under Inspection Certitiwtes dated 24-5-66 

From the foregoing para, it is quite clear that inspite of oMal  
comspondence by the Director of Inspection, Calcutta, with the 
firm, they neither approached him nor gave any inspection call 
ti11 26466. The Inspection was completed within a month from 
the date of inspection call and as such their was no delay attri- 
butable to inspection." 

A further reference was made to the Ministry of Supply regarding 'the 
receipt of firm's letters dt. 16-6-64, 24-7-64 and 14-7-65. The Min. of 
Supply have stated that the Dit-dct~r of Inspection, Calcutta has informed 
the Ministry of Supply via% his letter dt. 17670 that he did not receive the 
firm's letters dt 16-6-64, 24-7-64 and 14-7-65. 

This has been seen by audit who have stated that the position is under 
verification by the AGCW&M. 

[O.M. No. 70-B(C)-PAC/IV/ 1 16 dated 23- 1 1-70tAgrahayana 2,1892.1 

The Committee observe that no siding charges have ban recovered 
from the party in this case, on the ground that the shunting involved in 
placing the wagons in the siding is the same as that necessary for placing 
tbe wagons in the goods shed (which the Railway would have done in the 
absence of the siding). The Copmittee, however, feel that the recovery 
of the charges being regulated by an agreement has to be made in tams of 
that agreement. The agreement with the party in this case provides for 
recovery of sidin charges for placinglremoving wagons in and from the 
assisted siding. k e Committee would, therefore like the Railway Board 
to review the case and take necessary steps for effecting speedy recovery of 
the dues outstanding since April, 1950. 

[S. No. 122, Appendix VIJ, Para 6.20 of 116th Report of the PAC 
(4th Lok Sabha)] 

In the light of the Committee's Recommendation. the matter is under 
dctai&d review. The Committee will be further advised of the results of 
the review as soon as possible. 

[OM. No. 70-B(C)-PAC/IV/l 16th, dated 31-12-1970/Pausa 10, 1892.1 

NEW DELHI ; 
April 27, 1972 
~aisak-k 7,-1894-(s) 

ERA SEZHIYAN, 
Chairman, 

Public Accounts Committee. 



APPENMX I 
Rrqurrement uf wngons fur carrying one million ronnes of origin at in^ traffic. per year 

- -- - ---- -. - - 
(0) Heavy comtnorl~tie.\ 

I>aily loading for heavy comrnoditics . . .  , -- 1125 wagons 
Minimum requirement on the basis of turn-round as a; the end 

. . . . .  of thc Second Plan ( I  l .Z  days.) - 1400 wagons 

Add 10:'" for peak . . . . . . . .  140 ---- .. . . . . . . . .  Told Bare 1540 
. . . . . . .  .Add 45: sparc (on lines) 64 .. 

1604 
Add R/vans at l:M plus (on bare) 8% for sparc . . 31 

Grand Total . . . . . . . .  1638 --- 
( h )  Gerrerul Good\. 

1l.G. 

No. of wagons required daily for 1 million tomes p r  annu-1% 
Hare rcquircn~ent on the basis of 11.2 days turn-round ar at the 
cnd of k c o n d  Plan. . .  - 1195 

Add 10:; for peak. . . . .  . . . .  220 - 
Total . . . . . . . .  . - 2415 

Add 4 Y &  spurc . . . . . . . . .  100 

Add B1van*, 1 50 and 8 ", spare . . .  52 -- -- 
Grand Total . . . .  . . .  2567 



APPENDIX I I 

BG MCI 
- .  

No. of wagons In 
terms of Cwheclcrs 
including depart- 
mentaland brake 
vans). . . 23WW 09 I15 : 

Anticipated Addl. Fourlh 
ut the end of Plan o w  Third 
I-'ourth Plan " Plan calcula- 
-- - - - -. - .- -. lions. 

-- 

Tonnes carried (in 
millions including 
transhipment tra- 
traffic) . I 2 7 5 I 0 2 .  3 1 5S 51 50.69 6 . 0  

No. of wagon\ 
(pcr rndlion - - 1801 2100 I 207- 1619 1874 tonnes of traffic) 1763 "' ' 



APPENDIX 111 

S. Para Ministry!Deptl. 
No. No. C'onccrncd 



----- --- - 
1 2 3 

. -- - - -- .- -- - 
ehicncy and to reduce their ex- 
penses rather than resort to fre- 
quent increase in fare and freight 
charges. 

3. 1 .9 Railway The Public Ac~ounts Committee (1969- 
70) in paragraph 1.28 of their 94th 
Report (Fourth Lok Sabha) had 
suggested that an independent unit 
should he constituted under the 
Financial Commissioner (Rail- 
ways) with a charter of duties 
similar to that of staff Inspection 
Unit of the Ministry of Finance. 
The unit should be entrusted with 
the work study and jobs andysis 
and asked to review the staff posi- 
tion of the various department\ 
of the Zonal Railways on a phased 
programme. 

The Committee have been informed 
that the matter is under considera- 
tion. The Committee desire that an 
early decision should bc taken in  
this regard so that necessary econo- 
my in expenditure on staff could bc 
effected as a result of' the work 
study undertaken hy an indepen- 
dent unit. 

The Committee note thc Railway 
Board's view that maintenance o f  
detailed records for the purposc 
of ascertaining the actual impact of 
increase in  Fares and freights on the 
traffic earnings is likely to result 
in increase of expenditure dispro- 
portionate to the purpose to be 
achieved. The Railway Board arc 
examining the feasibility of asccr- 
taining the results by a suitable 
statistical method as they are awartt 
of the need in this regard. Thc 
Comrnittee desire that statistical 
method devised by the Railway 
Board should throw up dependable 
data to bring about the desired 
Budgetary control. 



6. 1.16 Railway The Committee note that the Minis- 
try of Transport have written to 
the State Governments stressing 
that the present unrestricted com- 
petition from road transport has 
to be regulated and coordinated 
so that the rail services. which serve 
the public. become viable. The 
Committee feel that effective 
coordination in this regard bei- 
wcen the Railway and the State 
Transport authorities i \  necessary 
and this can be achieved only by 
association of a representative of 
Railways with Slate and Regional 
Transport authorities. But accord- 
ing to the Railuay Board. thcrc 
are legal bar\ I;w inc luhn  of a 
representative ol' Kailuays in the 
State hodics. Thc Committee de- 
sire this qut stion should he ft~rther 
examined expeditiously in consul- 
tation with the Ministr of Law. 

The Committre recommend that suit- 
able guideline\ should he laid down 
Sor dieselisation and the economic5 
thereof in indibidual cases care- 
fully gone into so that conversion 
of tr;rclion is J o n c  sold! on econo- 
mic considcration5 save in exep- 
tional caws inbol~ing strategic con- 
sideration>. 

The Committee h o p  that the neces- 
sun statistical d:~ta reprding the 
cmployets and ex-employee\ covered 
hy the Pension Scheme which Wiis 
due to he furnished by the Zonal 
Railways upto 3lst January. 1971, 
according to the extcnded period. 
have hec.11 received hy tht Railway 
Board. The Committee would like 
to bc informed about the progress 
made in collection of data and assess- 
ment of the contribution to the 
Pension Fund. 



- - - - - - - ---- 
9. 1.29 Railway The Committee would like to be 

informed about the final action taken 
on the suggestion made in para 
1.70 of their 60th Report (Fourth 
Lok Sabha) to undertake periodical 
review of the working of various 
Railways from the point of view of 

overall financi:d results. 

The Committee had expressed the 
view that the Railways had morc 
wagons than wcirrantcd by the needs 
of traffic and Railways should there- 
fore make an accurate assessment 
of the position before acquiring 
more wagons. Although the anti- 
cipated increase i n  trxllic did not 
materialire during thc Ill Plar~ 
period. target for wagon procure- 
mcnt was. accordin2 to iiudit. fully 
achieved. Obviously, th.: Railways 
held surplus wagorir, at the cnd of 
Ill Plan. The Ministr!. of Rail- 
ways. have. liowcvcr. stated that 
for msehsing wagons procurement 
during the 7'hirJ Plan thc correct 
criterion would be to judge the 
capacity based oo the norms as a[ 
the end of the Second Plan and that 
a misunderstanding had arisen 
due to unrcali\tically low figure of 
wagon requircment per mill~on ton- 
nes of' traffic. initially calculated for 
the Third Plan Icvcl ol'tr;~Ric. Thus. 
the Ministry ol' Kuil\vays seems 
to be repudiating tlic normt adopted 
by tlic Railway:, themsclve.; for 
determining the I l l  Plan largct for 
wagon procurerncnt. 

Accordmg to the M ~ n ~ r t c )  of Rail- 
ways, the Knilwdyr h d  only :I 
lnarginal rurplu\ of 3208 ~.;igon\ 
on the broad gaupc and a shortagc 
of 1612 wagonr un the metre gauge 
at the end of tlze Plan period. 
Audit has, howevcr, pointed out 
that there wab wrplus of about 



42,780 four-wheelers even on the 
basis of Railways' own performance 
in 1962-63 (viz., 1,007 net tonne 
KM per wagon day). The con- 
tention of the Railways that 1962-63 
was a peculiar year and that thc 
pattern of trafic in 1902 -63 and 
1965-66 were not comparable does 
not semi to bc acceptable as the 
performance in 1960 .hl and 1963- 
64 in terms of NTKM per wagon 
day (998 and 987 respectively) was 
very near the, performance in 1963- 
63. The obv~ous conclusion is that 
the deterioration i n  the performance 
i n  l%5-66 as compared to 1962- 
63 had resulted in an untlerdate- 
mcnt of the existence 01' wrplu\ 
wagon capacity. 

12. I .37 Railway The Curnmittee arc inclined to agrcs 
wilh Audit that the Kailuap' cal- 
culntion\ make no ohjecri\c cfTort 
to establish the cap;)cit\ o P ~ h e  wagon 
fleet to carry 1rii1Iic. ;1c1d 
pcrli~rmnncc in rdation to speed, 
detention<. loadahility. approxl- 
mations In  calculations etc.. can- 
not bc accepted as reliable basis of 
c a l c u l a t i ~  o f  wagon capacity. the 
Committee u d d  like to emphasise 
that realistic norm, on the basis 
01' k..;t perliwmance obtained by 
Rail\iriyh themsclves should be fixed 
m t l ~ t  the surplus already held 
and the I ' L I I L I ~ ~  \ \ .~gon procurement 
could bc. suitably adjusted to meet 
ftiture requirements. 

The Committee suggest that a target- 
ted programme should be chalked 
out to complete \to& studies of 
marshalling yard. transhipment 
points and nlore industrial units 
recei\ing rail traflic in large quanti- 
ties with view to fix norms and to 
rekicw the free time for wagons. 
The Cornnlittee t\nuld like to know 
the progress made in this regard. 

--.- 



14. 1.43 Railway The Committee would like to suggest 
that realistic norms for usage of 
diesel and electric locomotives 
should be fixed for different sections 
taking into account the different 
conditions prevailing, and the 
performance should be reviewed 
periodically. 

The Committee would like to know 
the findings of the Committee of 
the Joint Directors appointed to 
check up the reasons leading to the 
over-procurement and to suggest 
ways and means to tighten up the 
aswssment of track material re- 
quired each year and the action 
taken in pursuance of these recom- 
mendations. The Committee also 
doire that system of procurement 
should be kept under review to have 
a check over excessive procurcment. 

. -- 




