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PREFATORY REMARKS 

This Report has been prepared for submission to 
the President under Article 151 of the Constitution. 
It relates mainly to matters arising from the Appro­
priation Accounts of Indian Railways for 1985-86 
together with other points arising from audit of the 
financial transactions of the Railways. 

The cases men tioned in this Report are among 
those which came to notice in the course of test 
audit during the year 1985-86 as well as those which 

,,.,.. had come to notice in earlier years but could not be 

(iii) 

dealt with in previous Reports; matters relating to 
the period subsequent to 1985-86 have also been 
included, wherever considered necessary. The Re­
port includes, among others, reviews on Wheel and 
Axle Plant a t Yelahanka (Bangalore) , Performance 
ot North Eastern and Northeast Frontier Railways, 
Construction of a new line between Manickgarh and 
Chandur, Apta -Roha .Rail Project, · Setting up of a 
diesel locomotive .shed at Krishnarajapuram, Cons­
truciion of a railway siding and peripheral yard by a 
private party and comments on execution of works, 
purchases and stores, earnings, etc. 
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CHAPTER I 

RAILWAY FINANCES AND COMMENTS ON APPROPRIATION ACCOUNTS 1985-Rti AND 
OTHER CONNECTED DOCUMENTS 

1. Financial Result8 
t .1 The table below compares the revenue re­

ceipts, expenditure and surplu_s as a resu It of Rail-

(1) 

1. Revenue Receipts 

2. Revenue Expenditure 

3. Net Revenue (1-2) 

4. Divide.nd to General Revenues 
5. Revenue Surplus (+ )/Deficit (-) 
6. Appropriation to Development Fund 

7. Repayme~t of Deferred Dividend liability 

(i) For period prior to 1978-79 
(ii) For the year 1978-79 onwards 

way operations together with the budget anticipa­
tions for 1985-86 ancl the actuals ror t'hr. prev1ous 
year : 

(Rs. in crores) 

Actuals Budget Revised Actuals Variation 
1984-85 1985-86 Estimates with 

1985-86 reference 
to Budget 

(2) (3) (4) (5) (6) 

5469.09 6287.41 6486.62 6590.67* + 303.26 

5198.99 5701.41 5881. 62 5904.80 +203.39 
270.10 586.00 605.00 685.87 +99.87 
465.69 512.00 520 .. 00 507.04 -4.96 

- 195 .59 74.00 85.00 + 173.83 + 104.83 
63 .53 66.69 62 . 11 - 1.42 

10.47 18.30 40.71 +30.24 
76.0l 76.01 

•lncludes subsidy (Rs. 128.l 4 crores) on account of commercial (Rs. I 19. BJ crore.;J and s trategic (Rs. 8.31 crores) lines 
(de tails in Annexure-I) 

A summary of the salient indicators of financial 
and operating performance of the Railway for each 
of the years from 1981-82 is given in Annexure-II. 

Overall performance with rejerence to Budget 

1.2 The Ministry of Transport, Department of 
Railways (Railways Board) had budgeted for trans­
portation of 250 million tonnes of originating reve­
nue earning goods and 3395 million passenger rraffic. 
Keeping in view the traffic that materialised during 
A{lril to December 1985 the Ministry of Transport, 
Department of Railways reassessed the quantum of 
originating goods traffic at 252 million tonnes and 
3442 million passengers at the Revised Estimate 
stage. The actual materialisation of goods traffic was 
to the extent of 258.55 million tonnes and 3443 
million passengers. There was an upward adjust­
ment of freight rates by way of revision of classifica­
tion level~ and also passenger fares including rates 
of monthly season tickets were raised during 1985-
86. As a result, the actual revenue receipts ex­
ceeded the Budget estimates and the actuals of the 
previous years by Rs. 303.26 crores and Ih. I 121.58 

crores respectively. The actual revenue receipts ex­
ceeded the Revised estimate also by Rs. 104.05 
crores. 

J .3 The Budget estimate of revenue expenditure 
was Rs. 5701.41 crores and the Revised estimate 
was Rs. 5881.62 crores. Increased provision of 
Rs. 180.21 crores (representing 3 .16 per cent of 

· Budget estimate) was made at the Revised estimate 
stage mainly on account of sanction of second In­
terim Relief to staff, increase in the . eligibility limit 
of Productivity Linked Bonus fr9m Rs. 1600 to 
Rs . 2500, more contractual payments, increase in 
the price of coal, diesel oil and electricity, increased 
maintenance activities, additional traffic, etc., but 
the actual revenue expenditure e4ceeded by 
R s. 23.18 crores. The excess was mainly due to in­
creased expenditure under repair~ and maintenance 
of permanent way and works (Rs. 5.45 crores), 
motive p.ower (Rs. 21.84 crores), carriage an'd wagon, 
plant and equ ipment (Rs. 16.02 crores) , and under 
operating expenses, traffic and fuel (Rs. 12.80 
crores) offset by aggregate of savings and excess 
l!nd er ether sub-heads (Rs. 32.93 crores). Th~ net 



revenue (R s. 685.87 crores) exceeded both the Budget 
and the R evised estimates by R s. 99.87 crores and 
Rs. 80.87 crores respectively, which is indicative of 
the fact that tile estimation of traffic and revenue 
receipts had not been . done realistically _even at the 
R evised estimate stage. 

1.4 Due to improved net revenue position the 
R ailways discharged not only their full dividend 
liabili ty of R s. 507.04 crores for 1985-86 calculated 
in accordance wirh the recomn1cndations of the R ailway 
Convention Committee but also paid Rs. 11 6.72 
crom; towards Deferred Dividend liability. Besides, 
a sum of Rs. 62.ll crores was appropriated to 
D evek•pment Fund. The R ailways have still to dis­
charge Deferred Dividend liability amounting to 
R s. 428.44 crores accumulated over the years from 
1978-79 to 198:i-85. 

1.5 The Railways did not discharge the dividend 
liabili ty of Rs. 58.t.8 crores dotJe at the rnd of 
1985-86 on the expiry of the moratori um period of 
five years after the opening of certain n ew lines as 
income frpm these lin es was insufficient. Besides, 
the accrued dividend liability on the Jines which had 
n'Ot completed the moratorium period at the end of 
1985-86 worked out to Rs. 98.10 crores. T hus, 
deferred dividend amounting to Rs. 156.58 crores is 
due to Union Government as contingent liabiUty. 

1.6 Mention was made in para 1.6 of R eport of 
the Comptroller and Auditor General of India for 

. the year 1984-85-Union Government (R ailways) 

OpeniDg 
balance 

2 

by transfer 
from 
Revenue 

Revenue Reserve Fund (RRF) 0.49 
Development Fund (D.F.) 4.38 62. 11 
Depreciation Reserve fund (D.R.F.) 188.83 920.00 

Pension F und 456.81* 265.00 

Accident Compensation, Safety and 
Passenger Amenities Fund (A.C.S.P.F.) 13.31 27 .44 

that assessment of the fin al quantum of dividend 
relief on unremunerative branch lines was pending 
from 1969-70 onwards on many of the Railways 
tb pitc instructions of the Railway Board prescrib­
ing the method of calculation of the r elief in March 
1983. During 1985-86, apart from Northeast Frontier 
and South Eastern R ailways who had assessed 
it earlier, Central, Eastern and North Eastern R ail­
ways finalised the assessment of the final quantum 
of dividend relief. As a result, these five R ailways 
could claim additional relief (including arrears) 
amounting to Rs. 13.51 crores on capital investment 
ot Rs. 222.94 crores upto 1984-85. Nor thern, 
Southern, Sout'h Central and Western Railways are 
yet to fi nalise the assessment of dividend relief on 
their unremunerative branch lines. 

1. 7 Due to liquidation of Deferred Dividend lia­
bility to the extent of R s. 116.72 crores referred to ~ 
in para 1.4, the indebtedness of the R ai lways to the 
Union Govern'ment decreased from Rs. 545.15 
crores at the end of 1984-85 to R . 428.44 crores 
al the end of 1985-86. The total amount due to 
Government on account of Deferred Dividend in- · 
eluding dividend on new lines completing mora­
torium and Joans to meet expenditure for Develop­
ment Fund stood at Rs. 823.28 crores at the end of 
Mar~h 1986. 

2. Railway Funds 

2.1 The table below indicates the position of the 
various funds at the end of 1985-86 

(Rs. in crores) 
Credits during the year Withdrawals Closing 

balance 
b)' transfer by transfers Jnteres1 
from without on 
capital financial balance 

adjustment 

0.12 0.61 
0 . 16 66.49 0 .16 

6.38 10.48 981 .48 144.21 

5.00 9.89 27.70 352. 58 411.82 

0.81 29.12 12.44 

*Closing balance of l 984-85 was Rs. 432.26 crores. Afler taking into account Rs. 24.55 crores representing transfers without finan­
cial adjustment the correct closing balance works out to Rs. 456.81 crores at the end of 1984-85 . . 

2.2 Development Fund 

The M inistry of Railways (Railway Board) hat! 
been taking Joan from General Revenues for meet­
ing ou:Jay on works chargeable to the F und as the 
revenue surpluses as and when appropriated to the 
fund were inadequate. At the end of 1984-85 the 
total Joan amo unted to Rs. 336.36 crores on which 
interest amounting to Rs. 24.38 crores was paid dur­
in g 1985-86 at the average borrowing rate. 

2.3 Depreciation Reserve F.:.md 

The fund started with an opening balance of 
Rs. 188.83 crores as on Ist April 1985. The appro­
priat ion from Revenue to Depreciation R eserve Fund 
(DRF) for the year 1985-86 (approved by R ailway 
Convention Committee (1980-1985) was Rs. 920 
erores which along with transfer from Capital Account 
and interest on fund balances accounted for a toraI of 
R s. 936.86 crores. The total withdrawal from the 

-
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fund during the year was Rs. 981.48 cro_res resulting 
in net deple tion of the fund by R s. 44.62 crores. The 
fund closed with a lower balance of Rs. 144.21 crores. 
The balance in the fund represented only 1.2 per cent 
of the value of Block Assets of Rs. 11937.35 crores. 

2.4 Pension Fund 

Constituted in 1964, to provide for pensionary 
liabilit ies of Railway employees, this fund was ro be 
financed on the basis of actuarial calculations. How­
ever, after 1974 there has been no · actuarial calcula­
tion and the annual contribution from Revenue and 
Capital Account to the fund continued to be with 
reference to tbe trend of actual withdrawals from 
the fu nd. Mention was made in para 2.3 of the Re­
port ot thi; Comptroller & Auditor General of 
Cndia for the year 1984-85-Union Government 
(Railways) that the withdrawal from the fund was 
more by Rs. 13.26 crores than the appropriation 
resulting in depletfon of the balance at the end of 
1984-85. During 1985-86 also while the credit ta 
fund was Rs. 307 .59 crores the withdrawals amount­
ed to Rs. 352.58 crore~ resulting in a net depletion 
of Rs. 44.99 crores. In its third Report the Railway 
Convention Committee (1985) had also emphasised 
that actuarial estimation Should be finalised early 
and arrangements made to fund sufficient amounts 
to meet the future pensionary liabilities. Necessary 
action in the matter is still to be taken. 

2.5 Accident Compensalior., Safety and Passenger 
Amenities Fund 

This fund was set up on lst April 1974 to meet 
the payment necessitated by accident compensation 
and expenditure on work of passenger amenities and 
operational improvements cortbectec_! with safety ot 

Actuals Particulars 
1984-85 

Passenger earnir.gs 

165.07 Upper Class 
1293.75 Lower Class 

1458.82 Total 

179. 75 Other coaching earnings 
3602.42 Goods earnings 
124.65 Sundry other earnings 

(-) 6.87 Suspense 
5358 .77 Gross traffic receipts 

9.89 Miscellaneous receipts 

3 

travel. Due to heavy withdrawals from this fund in 
the previous three years mainly on safety works, the 
balan'Ce in the fund was Rs. 13.31 crores as on 31 
March 1985 as against Rs. 45.90 crores on 31 
March 1982. In order to ll:ieet the growing require­
ment of expenditure to be · met out of this fund , the 
rates of surcharge on passenger fares were increased 
by about 300 per cent with effect from 1 April 1985 
as under: 

Class 

Air-Conditioned (AC) 
2 tier AC sleeper 
First 
AC Chair Car 
Monthly' season tickets 
First 
Second 

Rates 

Existing Revised 
prior to 1-4-1985 

Rs. Rs. 

1.00 3.00 
2.00 

0 .50 1.50 
0 .10 0 .25 

1.50 4.00 
0.25 0 .75 

Credits to the Fund amounted to Rs. 28.25 ~rores 
during 1985-86 against R s. 10.39 crores in previous 
year. Withdrawals from the fund during the year 
were Rs. 29.12 crores as compared to Rs. 25.03 
crores during 1984-85; the increased withdrawals 
were mainly due to more payment of compensation 
durnig 1985-86 (Rs. 2.18 crores against Rs. 1.60 
crores in 1984-85) and increased expenditure on 
safety works (Rs. 26.94 crores in 1985-86 against 
Rs. 23.43 crores in 1984-85) . The fund closed with 
a balance of Rs. 12.44 crores at the end of 1985-86 
as against Rs. 13.31 crores at the end of previous 
year. 
3. Revenue Receipts 

3.1 The table below compares the revenue re­
ceipts with the budget anticipations for the year 
1985-86 and actuals for the previous year. 

(Rs. in crores) 

Budget Actuals Variations 
1985-86 1985-86 with 

reference 
to budget 

184.35 . 205.98 +21.63 
1459.65 1513.70 +54.05 

1644. 00 1719.68 + 75 .68 

180.00 210.46 + 30.46 
4222 .00 4376 .38 + 154.38 

130. 00 132.89 1+2. 89 
(-)25 .00 (-)11.31 + 13 .69 

6151.00 6428.IO +277 . t o 
27.66 34.43 +6. 77 J00.43 Subsidy from General Revenues on account of dividend concessions 108.75 128. 14 + 19 .39 

5469.09 Total Revenue 6287 .41 6590.67 + 303 .26 
S/28 C&AG/87- 2 

t 



Passenger . Traffic 

3.2 The budget for 1985-86 anticipated an in'Crease 
of 3.1 per cent in the number of passengers carried 
and 2.4 per cent in terms of passenger kilometres 

1. Number of passengers (millions) 

2. Passenger Kilometres (millions) 

3. Earnings (R s. in Crores) 

There was a marginal increase of 3.3 per cent in 
the number of passengers in 1985-86 as compared 
with the number of passengers in 1984-85, but with 
reference, to the number of passengers who travelled 
in the peak year of 1981-82, the passenger -traffic 
that materialised in 1985-86 was less by 7.1 per 
cent. 

Details of passenger traffic (originating) railway-wise 
are given below : 

(In million passengers) 

Railways 1981-82 1984-85 · 1985-86 Percentage 

2 3 

Central 856 812 
Eastern 519 445 
Northern 378 336 
North Eastern 163 148 
Northeast Frontier 59 30 
Southern 346 279 
South Central 161 145 
South Eastern 174 160 
Western 1049 979 

Total-Traffic 
(All Railways) 3705 3333 

Actuals Commodity 
1984-85 

91.58 Coal 
22 .59 Raw materials to steel pla nts 
20. 78 Food grains 
16.89 Cement 

4 

840 
455 
370 
158 
30 

300 
146 
164 
979 

3443 

fall in 
traffic during 
1985-86 with 
reference to 
1981- 82 

5 

(-)1.9 
(- )12.3 
(-)2.1 
(-)3. l 

(-)49.2 
(-)13.3 
(-)9. 3 
(-)5. 7 
(-)6 .7 

(-)7 . 1 

8. 22 Pig iron and finished steel from steel plants 
11 . 06 Iron ore for export 
12 . 21 Fertilizers . 
18 .17 POL (Mineral o ils) 

201 . 50 Total (1) Bulk 

34.95 Total (2) O ther goods . 

236.45 Total Revenue earning traffic 

4 

after taking into account the upward adjustment of 
about 12.5 per cent in the fares of all classes pro­
posed in the Budget, fetching additional earnings of 
Rs. 184 crores. However, the actuals exceeded the 
budget estimates as shown below : 

Revised Actuals Budget Actuals Percentage 
Estimate Estimate variation 

with refe-
rence to 
budget 

1984-85 1984-85 1985-86 1985-86 1985-86 

3292 3333 3395 3443 + 1.4 
220861 226582 226145 240614 +6.4 

1460 1459 1644 1720 +4.6 

The average distance travelled per passenger bas 
been increasing as shown below. : 

Year Km. 

1980-81 57.7 

1981-82 59.6 

1982- 83 62.0 

1983-84 67 .0 

1984-85 68.0 . 

1985-86 70 .1 

The maximum fall in passenger traffic (49.2 per 
cent) was noticed ou Northeast Frontier Railway. 
The fall in passenger traffic was attributed by that 
Railway mainly to steep rise in the fares for short 
distance traffic from 1982-83. But the fall in pas~ 
senger traffic · was also due to ·increasing incidence 
of ticketless travelling, drop in window sales of tic­
kets, absence of regular ticket checking for want of 
adequate ticket checking staff, etc. 

3."3 Goods earnings 

3.3.l Goods earnings exceeded the Budget antk i­
pations by Rs. 154.38 crores during 1985-86. A 
commodity-wise break up of the originating revenue 
earn'ing goods traffic is detailed below :-

(In million tonnes) 

Budget Actuals Variation 
Estimate 1985-86 with 
1985-86 reference 

to Budget 

105.0 101. 64 (-)3 .36 

25.0 22.98 (-)2.02 
22.0 24.12 ( + )2.12 
17.5 17 .95 ( +)0 .45 

9.0 8.85 (+)0. 15 
11.0 12.54 ( + )1.54 
10.5 13.62 ( +)3 .12 
18.0 18.63 ( + )0.63 

- ---
218.0 220.33 (+)2 .33 

32 .00 38.22 ( + )6.22 

250.00 258 .55 ( + )8. 55 

..,... 

~ 
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There was a short fall of 3.36 million tonnes 
under coal and 2.02 million tonne~ under raw 
'materials to Steel plants in the orignating traffic 
with reference to Budgeted levels and the overall 
increase of 8.55 million tonnes in the originating 
goods .:raffic was registered mainly under fertilisers 
(3.12 million tonnes) and other goods (6.22 millioll 
tonnes). 

The traffic of 38.22 million tonnes under other 
goods, though higher than in 1984-85 was still well 
below the level 43 .26 milli9n tonnes loaded in 
1981-82. 

3.3.2 Following are the details of loading per­
forinance of individual R ailways during 1985-86 as 
compared with 1980-81. 

(In thousand tonnes) 
Railway 1980-81 1985-86 

· Central 16555 24359 
Eastern 40125 54835 
Northern 18390 23419 
North Eastern 4061 3755 
Northeast Frontier 2501 4559 
Southern . 10892 13904 
South Central 16993 26058 
South Eastern 64310 84810 
Western 22108 22849 

J'otal . . 195935 258548 

The loading perfomance of all the R ailway.s ex­
cept North Eastern Railway had improved . The 
North Eastern Railway could not so far reach the 
level of loading at tained in 19!?0-81 despire invest­
ments int ·two major gauge conversion projects viz. 
Lucknow-Gorakbpur-Samastipur (Cost Rs. 131.0 
crores) and Barauni-Katihar (Cost Rs. 51.50 crores) 
which were fully commissioned during 1981-82 and 
1984-85 respectively. Full benefits from these con­
version projects are yet to be realised; the converted 
B.G. sections, specially from Barauni to Katihar, 
could not be put to full use till 1985-86 owing to 
inadequate section capacity ill the adjacent sections 

s 

of Northeast Frontier Railway. The delay in plan­
ning and execution of line capacity works on the 
Northeast Fronrier R ailway to facilitate greater use 
of the section capacity in the cqnverted B .G , section 
of North Eastern Railway are dealt with in grearer 
detail in paragraph 10 of this Report. 

3.4 Outstanding under Traffic Suspense (Unrealised 
earnings). 

3.4.1 T he year under review witnessed a further 
increase of R s. 11.31 crores over the previous years' 
figures as detailed below :'-

l. Admitted debits 
2. Objected debits 
3. Freight on consignments on hand 
4. F reight on consignments not on hand 
5. Wharfage and Dernurrage 
6. Outstanding in Accounts office Balance 

Sheet . 
7. Miscellaneous and other items 
8, Total 
9. Increase over previous year 

(Rs. in crores) 

As on 31st March 

1985 1986 

3.83 
1!}.05 

47 .61 
90.48 
37.98 

5.29 
7.24 

211.48 

4.01 
18.00 
47 .78 
85.03 
44.70 

18.90 
4.37 

222.79 
+ 11 .31 

3.4.2 The increase was mainly under the category 
of accrued earnings to be realised by the Accounts 
office from other Government Departments. The 
substantial increase in the outstandings under this 
category was due to non-payment of haulage charges 
on postal vans (Rs. 13.20 crores) by the Post and 
Telegraphs Department at the revised rates effective 
from 1 A pril 1981 which were notified by the R ail­
way Board only in October 1985. 

3.4.3 Under other categories 'objected debit', freight 
outstandings 'on hand' and 'not on hand', the out­
standings over one year old are stiU substantial on the 
Central, Eastern, Northern and Western Railways as 
compared with the position in 1984-85 as detailed 
below :-

Railway Outstanding over one year as on 31-3-85 Traffic Suspense as on 31-3-86 

Freight Outstandings Objected Freight Outstandings Objected 
On hand Not on hand D ebits On band Not on hand Debits 

Central 0.17 5.16 0.72 0.19 3.70 0 .76 
Eastern 0.19 5.63 0 .33 0. 14 6 .89 0.43 
Northern 14.74 4.37 0.56 3.4J 2 .37 0.58 
North Eastern 0 .07 0.47 0.28 0.04 0 .34 0.31 
Northeast Frontier 0.02 0.90 0.34 0.02 1.03 0.12 
Southern 0.02 2 .69 0.17 0.03 1. 31 0.05 
South Central 0.01 0.34 0.07 0.01 0.27 0.06 
South Eastern 0.70 1.18 0.22 0.88 1.26 0.21 
Western 0 .12 0.84 0.21 0.83 0 .07 0.35 

Total 16.04 21.58 2.90 5.55 17.24 2.87 



The freight outstandings, specially those not on 
hand related to diversion of coal wagons to stations 
other than those originally mentioned in the invoices 
and incorrect punching of the statioQ code in the 
machine prepared abstracts. The objected debits 
represent debits raised against station statI due to errors 
in distance, rate, weights, classification ·on account 
of train load instead of wagon load rates etc. disputed 
by station staff. 

3.4.4 During 1985-86 the total amount of the 
demurrage/wharfage accrued including the outstand-

1. Ordina~y 11.orking expenses 

2. Appropriation to 

(i) Depreciation Reserve Fund 

(ii) Pension Fund 
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mgs at the beginning of 19-85-86 were Rs. 224.13 
crores. Of this Rs. 72.94 crores were waived and 
Rs. 106.49 crores recovered leaving an outsti;mding 
demurrage/wharfage of Rs. 44.70 crores at the end 
of 1985-86 as brought out against it~m 5 of the table 
below paragraph 3.4.1. 

4. Revenue expenditure 

4.1 The table below compares the Revenue ex­
penditure with the Budget anticipations for the year 
1985-86 and the actual for the previous year : 

(Rs. 10 crores) 

Actuals Budget Actuals Variation From 
1984-85 1985- 86 1985- 86 From previous 

Budget year 

4071.17 4435.00 4643.14 208 . 14 571.97 

850.00 920.00 920.00 70 .00 

225 .00 265 .00 265.00 . 40 .00 

(iii) Accident compensation, safety and passenger amenities fund 9.09 27.00 27.44 0.44 18 .35 

3. Miscellaneous 

4. Open Line works (Revenue) 

Total- Revenue Expenditur~ 

4.2 The .increase in Revenue Expenditure over that 
of previous year (Rs. 705.81 crores) was mainly due 
to increased appropriation to Railway Funds viz. 
Depreciation Reserve iFund (Rs. 70 crores), Pension 
Fund (Rs. 40 crores) and Accident Compensation 
Safety and Passenger Amenities Fund (Rs. 18.35 

32 .32 39.41 35.66 (-)3 . 75 3.34 

11 .41 15.00 .13.56 (-)1.44 2.15 

5198 .99 5701.41 ·5904.80 203 . 39 705 .81 

crores) vide item 2(i) to (iii) of above table and more 
expenditure (Rs. 571.97 crores) on repairs and main­
tenance of assets under Permanent way, Rolling stock 
and Plant and equipment and more operating expenses 
traffic and fuel, ete. as mell'tioned in the table below :-

1983-84 1984-85 Percentage 1985-86 
increase 
over 
1983- 84 

Percentage 
increase 

over 
1984-85 

1. Administration 207. 29 232. 61 12 .2 257.71 10.8 

2. Repairs and Maintenance (Permanent Way, Rolling stock, Plant 
and Equipment) • 1427 .36 1611.80 12 .9 1879.40 15.6 

3. Operating expenses : 

(i) Other than fuel 797 . 53 890 .63 ll . 7 991.05 l t.3 

(ii) Fuel 854.45 959.52 12.3 1065.81 11. 1 

4. Miscellaneous items including staff welfare and others 350 .00 398 .74 12.8 458.98 15 .11 
(342 . 33)• (376.61)• (9.9) (449. t 7)• (19.3) 

S. Suspense (-)7 .67 (-)22. 13 (-)9 .81 

6. Total working expenses 3628 .29 4071.17 12.2 4643 .14 14.05 

•After excluding suspense. 

""-

r 



4.3 Operating Ratio 

The operating rati~percentage of working expen­
ses to earnings (or the amount spent to earn a rupee) ­
of the Railways during 1985-86 cmppared with pre­
vious years (198~-83 to 1984-85) is shown below : 

1982-83 1983-84 1984-85 1985-86 

All Railways 
(i) Percentage 
(all gauge;) 88.3 93.S 96.3 90.6 

(ii) Amount 
spent to earn a 
rupee (in paise) 0.88 0.94 0.96 0.90 

4.4 The operating ratio of individual Zonal Rail­
ways which make up the above index of operating 
performa nce durinj? 1982-83 to 1985-86 are indicateci 
below : 

Railways 1982-83 1983-84 1984-85 1985-86 

Central 71.9 76.3 79.6 76. I 

Eastern 109 .9 114.3 119 .0 101 I 

Northern 83.0 89.0 92 .9 86 .6 

North Eastern 148 .7 174.4 187 .4 166.9 

Northeast 
Frontier 161.8 184 .4 209 .1 195.8 

Southern . 118.6 123 .2 124.4 119. 6 

South Central 82.4 89.9 85.9 82. l 

South Eastern 73.S 77.0 16 .8 72.9 

Western . 77. 2 78. S 82.7 79.6 

4 .5 There was improvement in the operating ratio 
during 1985-86 as compared with previous year. 

A s mentioned in paragraph 1.2, the revenue receipts 
exceeded the budget estimates and even the Revised 
estimates as materialisation of traffic, both goods and 
passenger , was more than the anticipations. 'The 
revenue receipts increased by 20.5 per cent in 1985-86 
as compared with the previous year mainly due to 
higher materialisation of traffic aQd upward : evis1on 
of fares and freight as against a n increas~ of 13.6 oer 
cent in the revenue expenditure. 

5. Plan Expenditure 

5.1 The year under review (1985-86) was the flrst 
year of th~ Seventh Five Y:ear Plan (1985-:90). The 
thrust of the Seventh Plati of the R ailways is p roposed 
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to be on improvement of the prof,fuctivity of assets in­
ck1ding manpQwer and on reduction in workin g ex­
penses. T owards this end all overagedjobsolete!un­
economic assets will be replaced by modern assets. 
The Ministry of Railways (Railway Board) has asses-
ed that an outlay of R s. 18,500 crores will be re­

quired to develop capacity for han'dling 350 million 
tonnes of originating traffic (including non-revenue 
trai;ic) with an average lead of 680 km. T he Govern­
ment, however, allocated Rs. 12,334 crores to the 
Railways ro meet an c:.timated traffic level of 340 
m!Uion tonnes including 152 million tonnes of coal 
traffic anticipated in the terminal year (1989-90) of 
the SevenLh Plan. 

5.2 The Pla n lays down the following physical 
target.s :-

(a) procurement of 96,000 wagons and 6,970 
coaches, 950 EMUs, ~1 ,235 diesel/electric 
locomotives. 

0J) ryncwal of approximately 20,000 km. of 
track with priority being accorded to high 
dens'ity corridors. 

(c) electrification of 3,400 route km. with priority 
being accorded to high density routes. 

5 .3 For the first year of the Seventh Plan, an 
amount of Rs. 2050 crorcs was allocated to the Rail­
ways, of wllich a sum of Rs. 989.15 crores was boi:ro­
wed capital from Central Government and the balance 
(Rs. 1060.85 crores) was to be from internal resources. 
The actual Plan expenditure was only R s. 1,942 crores 
as detailed b~low :-

1. Resources provided by Central 
Government-Capital 

2. Internal Resources 

(i) DRF 

(ii) DF 

(iii) ACSPF 

(iv) Railway Revenue 

Total 

3. Grand Total . 

(Rs. in crores) 
1985-86 

Budget Actm~r 
estimate expendi-

ture 

989. I S 877. 50 

974.19 981.48 

43.34 42. 10 

28.32 26.93 

15.00 13.57 

1060.85 1064.08 

2050.00 1941.58 
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5.4 following arc the details of the Plan provision distributed under the 
penditure budgeted in 1985-86 ·and the actuals there-against 

important Plan Heads, the ex-

' 
Piao head Provision 

in the plan 
(1985-90) 

2 

1. Rolling Stock 4290 
2. Workshops and Sheds 1200 

3. Machinery & Plant 55 
4. Track Renewals 2500 

5. Bridge work. 284 

6. Line capacity works 
(i) Gauge conversion 1300 

(ii)! doubling 
(iii) Traffic facility 

·1. Signalling & Safety 400 

. 8. F reight operat ion information system 400 

9. E lectrification 830 

10. Other Electrical \·1orks 80 

1 J. New Lines 350 
100 12. Inventories 

13. Other Plan Heads 200 

14."..M.T .. P. 400 

Credit/recoveries (-) 107 

Total Plan Expenditu:e 12334 

5.5 There was a short-fall in the plan expenditure 
under important Plan beads such as Rolling Stock 
(17 percent), track renewals (12 per cent), Workshop 
and sheds and plant and machinery ( 17 per cent) 
and Railway Electrification (21 per cent). 

Railway Electrification has a target to complete 
energisation of 3400 km. with a provision of Rs. 830 
crores during the Seventh Plan. The funds util ised 
during 1985-86 were only to the extent of Rs. 167 .18 
crores against the allotment of Rs. 220 crores. Cor­
respondingly, against the physical target of 803 km. 
of energisation in 1985-86, the achievement was only 
4 61 kms. 

In the case of T rack Renewals, the carry forward 
arrears (BG and MG) was 20,306 km. Apart from 
this, the annual arisings during Seventh Plan was asses­
sed at 2295 k.ms. The Railway Reforms Committee 
recommended that the arrears should be wiped out 
:in l 0 years and that every year about 4,800 kms. of 
track renewals should be undertaken. But the target 
set for 19'85-86 was only 3000 kms. (2100 kms. pri­
mary and 900 kms. secondary). The Railways, how­
ever, carried out renewals to the extent of 3578 k.ms. 
during 1985-86 (2644 kms. primary and 934 kms. 
secondary). 

Undet New Jines, the actuals were in excess of 
all.otment; Rs. 78 crorcs were spent against Rs. 65 
crores· allotted during 1985-86. Similarly under in-

-
(Rs. in crores) 

Pl,1n As 
Budge:ect As further Actual Shortfall Percentage 

revised expenditure (Col. 4- of col. 6 
Col. 5) over 

Col. 4 

3 .i 5 6 7 

668 67~ 562 ll2 '.17 
11 5 t 15 91 24 2 1 

55 50 I 5 5 9 
595 592 519 73 12 

35 34 30 4 12 

190 J84 175 9 5 

61 62 56 6 JO 

220 212 167 45 21 
JO 10 8 2 20 
65 71 78 +7 10 
15 15 72 + 57 380 
37 42 49 +1 17 
91 91 

f- ) 107 
85 (-)6 7 

2050 2050 1942 108 5 

ventories, the actuals were Rs: 72 crores against the 
budgeted a~ount of Rs. 15 crores owing to more pro­
curement of stores. 

6. Budgetary Control 

6.1 While the Revenue and Plan expenditure figures 
mentioned in paragraphs 4 and 5 are n'et of deduction 
and recoveries, the Grants and Appropriation~ approved 
by Parliament are for gross expenditure. The 
position of vofed Grants and Charged Appropriations 
for 1985-86 together with supplementary Grants/Ap­
propriations obtained and the expenditure incurred 
is indicated below 

Particulars 1984-85 1985- 86 

Voted Charged Voted Charged 

I. Original Grants/ 
Appropriations 9672.27 38.86 10680.20 19 .80 

2. Supplementary 
Grants/Appro· 
priations 205. 19 0. 67 719.65 0.88 

3. Total Grants/ 
Appropriations 9877.46 39 . 53 I 1399. 85 20.68 

4. Total Disburse-
men ts 9598 .92 19 .55 11485.62 10. 16 

5. Saving(-) 
Excess (+ ) - 278.54 - 19 .98 (+ )85. 77 10 .52 

6. Percentage of 
excess/savinits 
to to tal G ran t</ 
Appropriat ions 2. 82 50.54 0.75 50.117 

r 

.. 



.. 

As in the previous year the number of demands . 
voted during the year was 16. The number of supple­
mentary demands voted was 15 against 11 in the pre­
vious year. 

A. Voted Grants 

6.2 The aggregate excess of Rs. 85.77 crores in 
the voted grants was the net result of excess of 
R s. 138.78 crores under eleven granrs and saving of 

(a) Grant No. 4 

Repairs and Maintenance of Permanent '~ay and works 
(Original grant tls. 532.69 erores and Supplemc!ntary Rs. 30. 21 
crores) 

A sup["Jlcmentary grant of Rs. 39.21 crores was 
obtained o n account of increase in contractual pay­
ments (Rs. 24. 79 crores), increase in eligibility limit 
of Productvity Linked Bonus (Rs. 5.46 crores) and 
Additional Dearness Allowance including second 
Intcnm relief to staff (Rs. 4.06 crores) ; partly off se t 
by Jess payments for materials (Rs. 2.60 crores) and 
other staff costs and miscellaneous causes (Rs. 1.50 
crores). The supplementary grant proved t.o he in­
adequate to the extent of Rs. 5.33 crores. 

T he excess occurred mainly under Maintenance of 
Permanent Way (Rs. 4.26 crores) and other re-pairs 
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Rs. 53.01 crores under five grants (c.f. Annexures Ill, 
IV and V). The reasons for excess and savings 'are 
a nnlysed in the succeeding paragraphs. 

6.3 Excess over Grunts-Revenue Section 

6.3.l Excess aggregating Rs. 138.78 crores unaer 
grants detailed in the succeeding sub-paragraphs re­
qui re regularisation under Article 115 of the Consti· 
tution of India. 

Final Grant 

562,89,55,000 

Actual 
ex;:i enditure 

568,23,44.8'..\0 

(Amount in Rs.) 

Excess P..:rcentagc 

5,33,89,830 0.95 

and ma intenance, such as of ferries, station machinery 
watering arrangements etc. (Rs. 1.55 crores); off set 
by net savings ~oder other sub-heads (Rs. 0.48 crore). 
Of the total excess, maximum excess was on Central 
Railway (Rs. 2.82 crores) followed by Western (Rs. 
1.68 crores) and Northeast Frontier (Rs. 1.50 crores) 
Ra '!ways . These R ailways did not realistically assess 
the requirement of additional funds on account of 
wages and dearness allowance due to filling up of 
vacancies, regularisation of casual labour by granting 
them temporary status for maintenance of track and 
more engagement of casual labour for special ;epair 
works etc. 

(Amount in Rs.) 

Grant No. 5 Final Grant Actual Excess Percentage 
expenditure 

Repairs and Maintenance of Motive Power (Original Rs. 412.24 
crores and Supplementary Rs. 18.83 crores) . . . 431,06,92,000 452,1 8,38,914 21,11,46,914 4.90 

A supplementary grant of Rs. 30.21 crores was 
obtained in March 1986 on !account of Additional 
Dearness Allowance including second Interim relief to 
staff (Rs. 5.14 crores), enhancement of elfaibility limit 
ot Productivity Linked Bonus (Rs. 2.70 crores), in· 
creased maintenance activities (Rs. 11.04 crores). 
contractual payments (Rs. 0.98 crore), cost or mate­
rials and contingencies, etc. (Rs. 1.31 crores) Qffset by 
less payments under other staff costs (Rs. 1.26 crores) , 
less provisio11 under stock adjustment acCQunt (Rs. 
0.87 crore) and other miscellaneous causes (Rs. 0.21 
crores). The supplementary grant proved inadequate 
to the extent of Rs. 21.11 crores. 

The excess of Rs. 21.11 crores was mainly due to 
increased expenditure on repairs and maintenance of 
diesel locomotives (Rs. 20.61 crores) and steam 

Grant No. 6 

Repairs and Ma intenance of carriages and wagoqs (Original 
grant Rs. 593.37 cror,s and supplementary Rs. 3.23 crores). 

locomotives (Rs. 3.15 crores ) ; offset by aggre~ate of 
savings and excesses (Rs. 2.65 crores) under other 
three sub-heads of this grant viz. Electric Locomotives. 
Establishment in offices and Rail Cars,-Ferry s::eametS, 
etc. 

Of the excess expenditure of Rs. 20.61 crores on 
repairs and maintenance of diesel locomotives the 

. ' 
highest excess of Rs. 5.14 cro~s occurred on the 
Central Railway followed by Southern (Rs. 4.08 
crores ), Northeast Frontier (Rs. 2.52 crores), South 
Central (Rs. 2.20 crores), Northern (Rs. 2.09 crores.), 
Western (Rs. 2.04 crores) and NorCh Eastern (Rs. li.64 
crores) Railways mainly because these Railways 
did not assess precisely the debits to be adjusted in 
respect of wa_ges and cost of materials on special re­
pairs, periodical overhauls, et,c. 

Final grant Actual 
expenditure 

596,59,60,000 . 600,33,66,000 

(Amount in Rs.) . 
Excess Percentage 

3,74,06,00,000 



6.3.3 A supplementary gran't amounting to Rs. 3.23 
crores was obtain:ed in March 1986 on account of Addi­
tional Dearness Allowance including sanction of second 
lrrterim Relief to staff (Rs. 4.50 crores), ·increase in 
eligibility limit of Productivity Linked Bonus (Rs. 
2.44 crores), inereased maintenance activities and 
other staft costs (Rs. 7.66 crores); partly o.ffset by 
less provision in cost of materials than originally 
budgeted (Rs. 10 .59 crores) and other miscellaneous 
causes (Rs. 0.78 crore). The supplementary grant 
proved inadequate to the extent of Rs. 3.75 crores. 

The excess was mainly under repairs and mjjin­
tenance of carriages (Rs. 3.20 crores) and wagons 
(Rs. 3.03 crores) offset by aggregate of savings and 
excess under other sub-heads including surrenders 
within the grant (Rs. 2.48 crores). The excess was 
mainly due to unplanned transfers and adjustm~nt of 
inter Railways debits for periodical overhaul, special 
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repair works and cost of material for work under· 
taken by one Railway on behalf of the other. 

The North Eastern, South Central. South Eastern 
and Western Railways injudiciously surrendered funds 
to the extent of Rs. 9.46 crores under carriages and 
wagons without checking up their liability for which 
debits were to be received from other Rai.~ways and 
adj usted by them during the financial year. This 
factor also contributed to the excesses on these Rail­
ways. 

The Ministry of Railways (Railway Board) also 
inj udiciously surrendered funds to the extent of Rs. 
J .81 crores in the Grant as a whole despite the excess 
of Rs. 3.75 crores as they could not fufur utilise the 
surrender of funds to the cxknt of Rs. 9.46 crores 
made by these four Railways under the above two 
sub-heads. 

(Amount in Rs.) 
Grant No. 7 F inal Grant Actual 

expenditure 
Excess Percentage 

Repairs and maintenance of Plant and Equipment lOriginal Grant 320,84,94,000 
Rs. 294.03 crores : Supplementary Rs. 26.82 crorcs). 

322,03,66,388 118, 72,388 0.37 

6.3.4 A supplementary grant of Rs. 26.82 crores was 
obtained in March 1986 on account of Additi0nal 
Dearness Allowance inc!uding sanction cf second In­
terim relief (Rs. 6.42 crore~). increase in eligibility 
limit of Productivity Linked Bo,nus to staff (Rs. 3.18 
crores) arrear payment of P&T rental and payment of 
charges for shifting of over head line wires (Rs. 19.60 
crores) ; off set by aggregate of increaseJdecrease in ex­
penditure under other items (Rs. 2.38 crores). This 
supplementary grant proved in'adequate resulting in an 
excess expenditure Rs. 1.19 crores. The excess was 

Gmnt No. 8 

Operating expenses- Rolling stock and Equipment. 
(Original Rs. 4 70. 19 crores- Supplementary Rs. 3. 68 crores) 

6.3.5 A supplementary grant amounting to Rs. 3.68 
ciores was obtained in March 1986 on account of 
.increase in electricity tariff and more consumption of 
electric energy fo r other than traction purposes 
(Rs. 7.90 crores), increase in eligibility limit of Pro­
ductivity Linked Bonus (Rs. 4.61 crores) Additional 
Dearness Allowance including sanction of second 
Interim relief to staff and other Miscellaneous rea· 
sons (Rs. 0.58 crore), partly offset by less provision 
due to more credits (Rs. 2.68 crores) and . less pay· 
ment in other staff costs, miscellaneous contingencies 
and cost of materials (Rs. 6.73 crores). But it proved 
to be inadequate to the extent of Rs. 1.01 crores. • 

mainly under Rental to P&T department for S&T 
circui t (Rs. 5.60 crores) off set by aggregate of savings 
and excesses (Rs. 4.41 crores) spread over seven 
other sub-heads of this Grant. 

Of the excess of Rs. 5.60 crores on accoun~ of 
rental to P&T Department, So~th Eastern Railway 
Administrat ion alone was responsible for an excess 
expenditure of Rs. 4.32 crores as it did not make 
adequate provision for payment of arrears of rental 
charges of line wires and other telecommunication 
servi~es to Post and Telegraphs Departmen't. 

Final Grant 

473,87,14,000 

Actual 
expenditure 

474,88,48,924 

(Amount in Rupees} 

Excess Percentage 

101,34,924 0.21 

The excess occurred mainly under Operating Ex­
penses-Diesel Locomotives (Rs. 0.82 crore), Trac­
tion (other than rolling stock) and general electric 
services (Rs. 0.49 crore), Operating Expenses­
Electric Locomotives (Rs. 0.27 cr6re) rutd Fer­
ries and rail cars (Rs. 0.10 crore) offset by aggregate 
of savings (Rs. 0.67 crore) under other sub-heads. 
The highest excess occurred on Central Railway 
(Rs. 0.78 crore) owing to inadequate provision of 
funds lo cover the incidence of upward revision of 
power tariff un_der sub head Traction (other than 
rolling stock) and general electric services . 

• 

' 



Grant No. 9 

Operating Expenses­
Traffic 
(Original Rs. 526. 43 
crores & Supplementary 
Rs. l 5.98 crores) 

6.3.6 A supplementary gran t amounting to Rs. 15.98 
crores was ob tained in March J 986 on account of 
increase in the eligibili ty limit of Productivity Link­
ed Bonus (Rs. 8.90 crores), Additional Dearness 
Allowance including sanction of second Interim re­
lief to staff (Rs. 2.55 crores), Conference hire and 
penalty charges (Rs. 5.30 crores) , inter railway 
financial adjustments (Rs. 1 crore) contractual pay­
ments (Rs. 0.82 crore), cost of material and contin-

Grant No. IO 

Operating Expenses­
F uel (Original 
Rs. 1028.28 crores and 
Supplementary Rs. 58.1 6 crores.) 

6.3.7 A supplementary gran't of Rs. 58.16 crores was 
obtained in March 1986 on account of Additional 
Dearness Allowance including sanction of second in­
terim relief to staff (Rs. 0.40 crore), increase in eli­
gibility limit of Productivity Linked Bonus (Rs. 0.06 
crore) , increase in expenditure on Diesel Oil (Rs. 55.24 
crores) and Electricity (Rs. 19.1 8-crores) partly offset 
by savings due to decrease in traffic under steam trac­
tion (Rs. 16.41 crores) , other staff costs (Rs. 0.06 
crore) and other miscellaneous causes (Rs. 0.25 cror~) . 

The supplementary grant proved inadequate to the 
extent of Rs. 0.80 crore. 

T he excess of Rs. 0.80 crore under this grant was 
made up of an excess of Rs. 4 .76 crores under sub-

Grant No. 11 

Staff Welfare and Amenities 
(Original Rs. 179.96 crores & Supplementary 
R s. 8. 33 crores) 

6.3.8A supplementary grant amounting to Rs. 8.33 
crores was obtained in March 1986 on account of 
increase in Additional Dearness Allowance includ­
ing sanction of second Interim relief to staff (Rs. 2.25 
crores) , incroase in the eligibiljty limit of Producti­
vity Linked Bonus (Rs. 2.08 crores), contractual pay­
ments on account of special repairs. for residential 
and welfare buildings (Rs. 5.42 crores), partly offset 
by less payments in other staff costs (Rs. 0.21 crqre) 
and other miscellaneous causes (Rs. 1.22 crores). The 
S;28 C&AG / 87-3 
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(Amount in Rs.) 

Final Grant Actual 
Expenditure 

Excess Percentage 

542,40,95,000 545,58,03,652 3, 17,08,652 0. 59 

gencies (Rs. 0.80 crore), offset by less payments on 
other s taff costs (Rs. 2.25 crores) and other miscel­
lan.eous causes (Rs. 1.14 crores) ; but it proved to be 

· inadequate to the extent of° Rs. 3.17 crores. The ex­
cess occurred mainly under sub-heads Station Opera­
tions (Rs. 2.78 crores). Central Railway accounted 
for mgximum excess on salaries and wages. dearness 
allowances, etc. 

Final Grant 

1086,43,77,000 

Actual 
E xpenditure 

I 087,24,10,268 

(Amount In Rs.) 

Excess Percentage 

80,33,'268 0 . 07 

head 'Electric traction' offset bv savings m;1der sub­
heads Diesel (Rs. 2.35 crores) a:Qd steam .(Rs. 1.61 
crores) traction. 

Northern and South Eastern Railways mainly con­
tributed to the excess of Rs. 4.76 crores as they could 
not assess realistically the payments to be made for the 
supply of electric energy. 

T h.e savings of Rs. 2.35 crores under 'Diesel Trac­
tion' was mainly due to non-adjustment of the cost 
of fuel (Rs. 3.25 crores) issued to Locomotives by 
Northeast F rontier Railway which remained misclas­
sified under 'Stores Suspense' Grant No. 16. T he 
real excess under this grant would have been higper 
than Rs. 0.80 crore but for the above misclassification . 

(Amount in Rs.) 

Pinal Grant Actual 
expenditure 

Excess Percentage 

188,08,61 ,000 189,28,98,933 120,37,933 0.64 

supplementary grant proved inadeq uate to the extent 
of Rs. 1.20 crores. 

The excess occurred mainly under 'Medical Ser­
vices' (Rs. 0 .95 crore) and 'Residential and Welfa~e 
Buildings' (R s. 0 .85 crore) , offset by aggregate or 
saving and minor excesses under other sub-heads 
( Rs. 0.60 crore ) . Mam contriburors to the excess 
were Western (Rs. 0.64 crore ) and Central CRs. 0.46 
crore) Railways. 
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G rant No . .12 Final Grant Actual 
Expenditure 

(Amaunt in Rs.) 

Excess Percentage 

Miscellaneous working expenses 291,06,85,000 296,82, 15,930 5,75,30,930 J. 98 
(Original Rs. 264.48 crores and Supplementary Rs. 26.59 crores) 

6.3.9 A supplementary grant of Rs. 26.59 crnres was 
obtained in March 1986 on account of increase in 
additional Dearness Allowance including sanction of 
second Interim Relief to staff (Rs. 5.04 crores), in­
crease in the eligibility limit of ProductivHy Linked 
Bonus (Rs. 1.96 crores), compensation for goods 
lost or damaged (Rs. 14.63 crores), deployment of 
more Order police (Rs. 6.26 crores), compensation for 
unlinked missing coal wagons (Rs. 5.30 crores), cost 
of materials including catering stores (Rs. 1.24 crores), 
contractual payments, contingencicc; and other staff 
costs (Rs. 1.45 crores) partly offset by savings due 
lo less provisions under suspense head (Rs. 9.29 
crores). The supplementary grant proved inade­
quate to the extent of Rs. 5.75 crores. 

The excess under this grant occurred mainly under 
'Susvense' (Rs. 10.03 crores), offset by savings under 
other subheads of this grant viz., security (Rs. 0.90 
crore), compensation claims (Rs. 1.12 crore) caterirtg 

Grant No. 1 

(Rs. 1.22 crores) , training of staff (Rs. 0.70 crore), 
workmen's compensation, hospital and entertainmept 
expenses etc., aggregating Rs. 0.34 crore. 

The excess expenditure under 'Suspense' was due 
mai nly to discharging less liability under 'Demands 
payable' than what was anticipated and provided for · 
in the budget (Rs. 4.62 crores); more expenditure 
placed under 'Miscellaneous Advance (Rs. 5.41 crores) 
for want of proper and correct allocat ion. The Cen­
tral Railway accounted for the maximum excess 
(Rs. 3.03 · crores) followed by Western Railway 
(Rs. 1.41 crores) under Demands Payable; under ~ 
Miscellaneous Advances maximum excess (Rs. 4.22 
crores) occurre<;l on Eastern 'Railway owing to inclu­
:;ion of 'Conference hire' and penalty charges on 
interchanged rolling stock pertaining to Northern 
Railway received at the fag end of the year as per 
instructions of the Ministry of R~ilways (Railway 
Board) . 

Final Grant Actuals 
expenditure 

Excess 

(Amount in Rs.) 

percentage 

Provident Fund, pension 11nd other Retirement Benefits . 349,24,64,000 360,94,27,805 1 j ,69,63,805 3.35 
(Original Rs.'280.67 crores and Supplementru·y Rs. 68.58 crorcs) 

6.3.10 A Supplementary grant of Rs. 68.58 crores was 
obtained in March 1986 for more payment of Super­
annuation and · Retiring pension (Rs. 25.83 crores), 
Commuted value of pension (Rs., 17.02 crores), 
Family pension (Rs. 6.81 crores), Death-cum-retire­
ment gratuity (Rs. 19.51 crores) and for other causes 
(Rs. 0.37 crore) due to more people retiring on Pen­
sion than anticipa.ted and also on account of Addi­
tional Dearness relief sanctioned to pensioners during 
the course of the year; partly offset by less provision 
(Rs. 0.96 crore) required under other beads such as 
cxgratia pension, special contribution to Provident 
Fur:rd. The supplementary grant proved to be in­
adequate to the extent of Rs. 11.69 crores. 

The excess of Rs. 11.69 c::ores occurred mainly 
under Superanm,iation and Retiring pension (Rs. 10.80 
crores) and Cqmmuted pension (Rs. 3.11 crores) 
offset by aggregate of savings and minor excess under 
other sub-beads (Rs. 2.22 crores). The excess is attri­
buted to settlement of more number of pension cases 
and more adju!tment of debits received from Ac­
countants General during fag entl of the year than 
anticipated . 

Northern Railway accounted for the maximum ex­

cess (Rs. 6.02 crores) followed by Easte.rn Railway 

(Rs. 3.51 crores). 

Although debits amounting to R s. 5.56 crores were 
lying under Remittance head of Account viz., Account 

with States and awaiting ndjustment to final heads at 

the end of l 985-86. t here was a srrving of R s. 0 .35 

crore on North' E astern Railway in this grant. 

A sum of Rs. 14.56 crore was lying outstanding 
at the beginning of the year 1985c.86 under the above 
suspense bead on account of debits of pension dis­
bursements passed on to North Eastern Railway by 
the State Acco·untants General bu t that R ailway ad­
justed a sum of Rs. 8.71 crores only and held over 
the balance of Rs. 5.56 crores for adjustment in the 
next year. If this amount had also been adjusted 
during 1985-86, which should have been done, the 
excess under this grant would have been to the tnrn• 
of Rs. 17.25 crores. 
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Grant No. 15 F inal Grant 

Dividend to General Revenues-Repayment of Loans taken from 

Actual 
Expenditure 

Excess 

(Amount in Rs.) 

Percentage 

General Revenues and amortisation of over capitalisation . 564,37,23,000 648, I 3,90,933 83,76,67,933 14. 84 

(Original Rs. 546.85 crores and supplementary Rs. 17.52, crorc ) 

6.3 .11 The original grant of Rs. 546.85 crores was 
fixed on the basis of net revenue of Rs. 586.00 crores 
assessed at the time of Budget. At the Revised Esti­
mate stage, anticipating higher net revenue at Rs. 605 
crores, the Min istry of R ailways (Railway Board) 
took a supplementary grant for Rs. 17 .52 crores in 
March 1986 to meet t11e increased dividend to Gene­
ral Revenues (Rs. 8.00 crores) , Deferred Dividend 
Liability prior lo 1978-79- (Rs. 7 .84 crores) and 
payment of more interest on outstanding loans ob-

SI. 
No. 

Particulars 

l . Dividend to General Revenue-

2. Deferred Dividend Liability 

(a) prior to 1978- 79 . 
(b) 19.18-79 onwards 

tained from General Revenues for Development F und 
(DF) works (Rs. 1.68 crores). 

The actual net revenu'e turned out to be Rs. 648.14 
crores due to materialisa tion of more traffic than 
anticipated a t the Revised E sti mate staJ?e in F eh­
ruary 1986. 

T he provision made in the Revised Estimate ror 
Dhi dend to General Revenues etc. and actual pay­
ments made are indicated in· the table below : 

Budget Revised 
Estimate Estimate 
1985-86 1985-86 

512 520 

10.47 18. 30 

(Amount in crores) 

Actual excess(+) 
payments saving(- ) 

507 .03 

40. 7.l 

76 .0 1 

(-) 12 .97 

( + )22.41 

(+)76 .01 

3. Repayment of loans and inter.:sl tlle~eon taken temporarily from General Reve-
nue:; to finance works chargeable to Development Fund . . . . 24.39 26.07 

Total 

The excess of Rs. 83.77 crows was mainly on ac­
count of payme11t of deferred dividend liabil ity amount­
ing to Rs. 11 6.72 crores (against the provision of 
Rs. 18.30 crores) off set by savings on accourrt of 
Jess payment under DivickmJ Co General Revenues 
(Rs. 12.97 crores) and less repayment of loan (Rs. 
1.68 crores) taken to finance works chargeable to 
Development F und. 

lt is, however, to be mentioned that in a memo­
randum submitted to the Railway Convention Com­
mittee .in November 1982, the Ministry of Railways 
(Railway Board) proposed, with the app;-oval of 
Ministry of Finance, that the surplus available after 
meeting the expenditure on works chargeable to 
Develoift.11ent F wid etc. might be apportiorred in the 
ra tio of 50 : 50 for liquidation of loan taken from 
General R C'Venues in r espect of which the Railways are 
liable to pay interest at the average borrowing rate 
of interest. J[ the appropriation of the surplus of 
Rs. 98.42 crores available after discharging the lia­
bilit ies as voted by Parliament were appropriated as 
per the above proposal of the Minist ry of Railways 
(Railway Board), the Railways could have saved in­
terest li ability of Rs. 1.78 crores for the year 1985-86. 

24 .39 (- ) 1. 68 

546 .85! 564. 37 648. 14 83 .77 

The Ministry of Railways (Railway Board) stated 
that a memorandum was submitted to the Lok Sabha 
Secretariat in' April 1983 for consideration of the Rail­
way Convention Committee and so far no further 
report of the Committee bas been received in this 
regard. 

6.3 .12 Tbe Budget grant and actuals under Grant 
No. 16 Assets, Acquisition, Construction and R ep-
1acement. under Revenue, Capital and Ra ilway Funds 
were as under:-

(Rs. in crores) 

Budget Final Actua ls Excess} 
Grant Saving~ (-) 
including 
Supple-
mentary 
Grant 

R evenue (Open 
Line Works · 
- Revenue) 14 .99 14.99 13:58 - 1. 41 

Capital 2934. 12 3244 .27 3134. 91 - 90.56 

Railway Funds 
(O RF, DF& 
ACSPF). 1028 . 18 1151. 03 1202 . 35 51.32 

T OTA L 3977.29 4410. 29 4369 . 84 - 40 .45 



The Ministry of Railways (Railway Board) has 
110 powers of re-appropriation between Capital, Rail­
way Funds and Revenue. Though there was a sav­
ing of Rs. 40.45 crores under the grant as a whole, 
there was an excess of Rs. 51.32 crores under Rail­
way F unds as dealt with in sub-paragraphs 6.4.3 to 
6.4.8. The excess of Rs. 51,32,35,883 under the 
Railway Funds also requires regularisation. 

B. Charged Appropriations 

6.3 .13 Apprnpriatioll' No·. 2-

Misceilane.ous Expenditure (General) 

Final 
Appropriation 

Nil 

Actual 
Expenditure 

33965 

Excess 

33965 

(Amount in Rs.) 

Percentage 

100 

The excess occurred in RDSO due to non-provi­
sion of funds for Court decrefal payments. 

6.3.14 Appropration No. 7 

Working Expenses-Repairs and 

Maintenance of Plant and Equipment 

2,80,000 316648 36648 13 .09 

The excess occurred on the Western Railway due 
to the court decretal amount being more than antici­
pated. 

(Amount in Rs.) 

F inal 
Appro­
priation 

Actual Excess Percen­
tage · 

Appropriation 
No. 8-0peratiog 
Expenses-Rolling 
Stock and Equip-
ment 

Expendi-
ture 

1020000 121 0303 190303 18.66 

The excess occurred on Northeast Frontier R ail­
w_ay as the amounts of court decrees were more than 
that provided in the charged Appropriation. 

6.4 Savings in Grants 

A. Vot,ed 

G rant No. 2 
Miscellaneous 
Expenditure 
(General) . 

F inal 
Grant 

34.52 

Actual 
Expen­
diture 

30. 80 

(Rs. in crores) 

Saving 

3.72 

Percen­
tage 

10.78 

6.4.1 The savings were mainly under (a) Miscella­
neous Establishment (Rs. 1.04 crores) due mainly 
to les:S expenditure incur red by Railway Service 
Commission on contingencies, payment of fees and 
honoraria clue to less examinations conduct.ed; (b) 
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'surveys' (Rs. 0.73 era.re) due to less survey works 
and net savings w1der other heads (Rs. 1.95 crores). 

G rant No. 14 
Appropriation to 

Final 
Grant 

Funds 1279. 19 

(Amount in Rs.) 

Actual Saving Percen­
tage Expendi-

tlll'e 

1274.55 4.64 0 .3 

6.4.2 A supplementary grant fo'r Rs. 3.00 crores wa~ 
obtain<UI in March 1986 mainly t.o appropriate more 
surp1us to Development Fw1d (Rs. 3.16 crores) to 
meet the expenditw-e chargeable to ~his fund and 
interest payable to General Revenues on outstanding 
loans. The Railways did not utilise the Supplementary 

· Grant resulting in a s~rving of Rs. 4.64 crores. 

Grant No. 16-Assets-Acquisition, Cousi ruction .._ 
and Replacement (Saving Rs. 40.45 crores). 

6.4 .3 '.fhis· Grant covers the entire Plan expendi­
ture under 26 sub-heads met out of (a) Capital pro­
vided by General Revenues for acquisition of assets 
on additional' account constrnction of new lines, con­
version of lines, electrification; etc. (b) Railway 
Funds viz., DRF DF and ACSPF and (c) Railway 
revenues viz., Open Line Works- -Revenue. Ministry 
of Railways (Railway Board) bas no power of re· 
appropriation of fun'ds between Capital, Railway 
Funds and Revenues. The works expenditure met 
out of Capital and Railway Funds are clubbed mtder 
"Other Expendiure" and detailed explanations for 
va,riatio~1s between 'Budget provision and actual ex­
penditure under each source of financing viz., Capi­
tal, DF, DRF and ACSPF u nder each plan head are 
not furnished by the Ministry. 

6.4.4 Two supplementary grants amounting to Rs. 
433 crores in December 1985 and Rs. 7000 in 
March 1986 were obtained under Capit,al (Rs. 31Q.l 5 
crores) DRF (Rs. 11 6. 19 crores) DF (Rs. 3.34 cro­
res) and ACSPF (Rs. 3.32 crores) primarily to 
expedite execution of ongoing works/schemes under 
the plan heads Rolling Stock (Rs. 171 .50 crores) line 
capacity works (Rs. 24.58 crores) , Track Renewals 
(Rs. 100.00 crores), ·Electrification Projects (Rs. 
68.00 ctores), Signalling and Telecomm.unications 
(Rs. 20.00 crores), Workshops (Rs. 30.00 crores) , 

-Inventories (Rs. 21.00 crores) , etc. and for recoup­
ment of amounts withdrawn from the Contingency 
fund for certain new works undertaken out of turn 
(Rs. 3.99 crorcs). The Supplement.ary Grant also 
included a provision of Rs. 1.93 crores for new 
works proposed to be u ndertaken duri ng the current 
year and regarded as New Service/New instrument of .,­
service requiring approval of Parliament. 



6.4.5 The actual expendirure against the Final 
Gran t is shown in the table below -

Grant No. 16 

Assets-Acquisition 
Construction and 
Replacement 

{i) Revenue Expen­
diture-Open 
Line Works 
Revenue 

Final 
Grant 

Original Grant 14 .99 

Rs. 14 . 99 crores 
Supplementary : 
N il. 

(ii) Other Expendi­
ture : 

(a) Ca!?#I 

Or!Jli,nal G rant 3244 .27 
Rs. 2934 . 12 
crores-Supple-
mentary Grant 
Rs. 310 . 15 crores. 

(b) Ra ilway Funds 

I. DRF 

(Rs. in crores) 

Actual Saving Percen-
Expendi- {- ) tage 

ture Excess(+) 

13.58 (-)1.41 9 .4 

3153 . 91 (-)90.36 2 .79 

Original Gran t .1076. 34 1133.02 (+)56.67 5 .27 
Rs. 962 .92 
crores-Supple-
mentary Grant 
Rs. 116. 19 
crores Reap-
propriation (-) 
Rs. 2. 77 crores. 

2. D.F. 
Original Grant 46.10 
Rs. 39.99 
crores-Supple-
men!ary Grant 
Rs. 3 . 34 crores 
Reappropria-
tion (+) Rs. 
Rs. 2. 77 crores. 

3. ACSPF 

Original Grant 28. 59. 
Rs. 25 .27 
crores Supple-
mentary Grant 
Rs. 3 . 32 crorcs. 

Total Railway 

42 .16 (- )3.94 

27 .18 (-)1. 41 

Funds 1151.03 1202 .36 (+)5l. 3J 
Total O ther , 

8 . 55 

4 .93 

4 .46 

Expenditure 4395 .30 43:>6.27 (-)39. 03 0.89 

6.4.6 While there was a saving o~ Rs. 90.3.6 cro­
res with reference to the Final Grant under Capital1 
there was a net excess of Rs. 51.33 crores under Rail­
way Funds mainly on account of excess expenditure 
of Rs. 56.68 cro res under DRF, partly offset by sav­
ing under D .F . (Rs. : .94 crorcs) nnd ACSPF (Rs. 
1.41 crores ). The net excess of Rs. 5 1,32,35,883 
under Railway Funds would require re~ularisation as 
mentioned in sub-para 6.3.12. 
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6 .4. 7. The Supplementary Grnnts totalling 
Rs. 433.00 crores specifically obtained for the fol­
lowing olan heads proved eicher inadequate or un­
necessary as shown below -

(Rs. in crores) 

Plan Head 

(I) 

Excess : 

( I) Track 
Renewal 

(2) Manufac­
turing Sus­
pense (i.e., 

Original Final 
Gian t G rant 

(inclu­
ding 
Supple­
mentary 
G rant 
and 
Reap­
propria­
tion) 

(2) (3) 

Actual 
Expen­
diture 

(4) 

Saving 
(-) 

Excess 
(+) 

(5) 

494 .47 597 .69 611.63 (+ )13 .94 

Percen­
tage 

(6) 

2 .3 

Inventories) 892 .59 942 . 93 953 .82 (+) 19.90 2 .2 

Saving : 

(I ) Rolling 
Stock 496 .88 631. 30 607. 93 (-)23. 37 

(2) Traffic F aci­
lities (i.e., 
Line Capacity 
Works) 66. 10 69. 23 66 :73 . (- )2 .50 

(3) Ra ilway 
Electrifica-

3.7 

3.6 

tion 160 .07 l71.80 167. 67 (-)4. 13 2 . 5 

(4) Machinery 
audPlant. 53. 50 61. 42 50 .63 (-)10.79 17.6 . 

(5) Workshops 
including 
Production 
Units 77.49 99. 54 92.47 (-)7. 07 7. 1 

(6) Signalling 
and Tcle­
communica-
tion Works 38 .47 54.70 50 .47 (-)4 . 23 

(7) Stores Sus­
pense (i.e. 
Inventories) 1177 .41 1258. 93 1249.43 (-)9 .50 

7 . 7 . 

0 .8 
--·- ·- ------------

6.4.8 Excess (Rs. 13.94 .;rores) under Track Re­
n'ewals occurred mainly due to more !'rocurement of 
track materials and accelerated progres:; of track re­
newal works; main contributors to the excess were 
E astern Railway (Rs. 7. 29 crore-;) and South Eastern 
Railway (Rs. 5.03 crores) . 

The excess under Man'ufacturing Suspense 
(Rs. 19.90 crores) was due to more drawal of stores 
from stock, d irect J1urchases of stores for more outturn 
and less 'issues within the D emand. Eastern Railway 



recorded the maximum excess of Rs. 8.99 crores des­
pite additional provision of Rs. 6.76 crorcs to accom­
modate payment of Additional Dearness Allowance, 
Jnterim R elief and reclassification of artisan staff, etc. 
at the Revised estimate stage. This addit ional pro­
vision proved inadequate to the extent of Rs. 8.99 

crores. 

6.4.9 Savings 

R olling Stock (Rs. 23.37 crores) : Provision under 
this plan' head is mainly (L)r Bulk order items (i.e., 
·pu.rch a:.c of Rolling :;rock and c• ;nponents) phccd 
by R a-ilway Board centrally and the debits therefor 
arc adjusted by the individual R ailways as per the 
a llotment orders issued by the Board . The supple­
mentary Grant (Rs. 171.50 crores) became unneces­
sary to the extent of Rs. 23.37 crores under this 
Plan head due to less utilisation o( fu nds for pur­
chase of R ollin'g stock components by the Railway 
Board under con tracts concluded by them. 

Traffic Facilities (Rs. 2.50 qorcs) : The saving 
was mainly due to slow progress of works consequent 
on non-receipt of ir.atc rials. Maximum saving was 
on South Eastern R ailway (Rs. l.75 crorcs) .' 

Railway E lectrification (Rs. 4.13 crores) The 
supplementary grant of R '>. 60.00 crore · obtained iri 
December 1985 proved unnece%ary to the extent of 
Rs. 52.41 crores owing to slow progress of works; 
Rs. 48.28 crores out of this S•'Jpplementary Grant 
(Rs. 60.00 crores) was diverted for other Plan heads 
and Rs. 4.13 crores surrendered. 

Machinery and Plant (Rs. 10.79 crores) · : The 
saving was mainly due to lc.;s procurement of machi­
nery and plant items and 11l•n-receipt or full debits 
for purchase of machinery and plant under Workshop 
Modernisation scheme contrary to expectations. The 
largest saving occurred on ro1 them Railway (Rs. 
2.61 crores) followed by South Easlern Railway 
(Rs. 2.07 crores). 

Workshops including Production Units (Rs. 7.07 . 
crores) : The saving occurred mainly due to less pay­
ment to contractors for structural engineering works, 
etc. in R ai lway Workshops and less debits for mate­
r ial io con'nection with execution oE the Workshop · 
Modernisat ion scheme and other works which could 
not be foreseen at the Final modification stage. 
South Central (Rs. 1.97 crores) and South Eastern 
(Rs. 1.63 crores) Rai lways contributed to the savings 
on nccou n t of I he above factors. 

Signalli ng and Telecommunication Works (Rs. 4 .23 
crorcs) : The savings occurrc:d mainly on the Ea~tern 
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(Rs. J.98 crores) and Western (Rs. 1.11 crores) Rail­
ways due to non-receipt of imported equipments and 
slow progress of signalling. safety and control com- _,,, 
munication' works. 

Stores Suspense (Rs. 9.5Q crores) : The saving 
was main ly due to Less purchase o( store· for general 
purpose, Jess receipt of manufactured stores from 
workshops, etc. The largest saving under this Plan 
head occurred on North Eastern Railway (Rs. 7.87 
crores). 

B .. Charged Appropriations 

6.4.10. A total saving of Rs. 10.54 crores occurred 
under 10 charged appropriations. Of this, Appropria­
tion o. 13 alon_~ accounted for a saving of Rs. 6.96 
crores against Rs. 9.02 crores obtained to meet the 
arrears of pension due to application of liberalised 
pension formula to pre-March 1979 pensioners fol- ...... 
lowing a Supreme Court judgement and Government 
orders issued there on in October 1983. However, as 
bulk of the debits for payments to Railway Pensioners 
through Public Sector Banks, Post Offices and Trea­
suries were not received ~or adjustment major portion 
of this appropriation (Rs. 6.96 crores) remained un­
utilised. 

The rest of the saving occurred under Appropriation 
No. 12-Miscellaneous Working Expenses (Rs. 3 .15 
crorcs) and other eight appropriations (Rs. 0.43 crore). 
The savings specially those relat i.Il'g to appropriation 
No. 12 were mainly due to non-materialisation of 
decretal awards, less cases of accident compensation 
than anticipated during the year , etc. 

The supplementary Appropriation of Rs. 0.85 
cmrc obtained in A ppropria tion No. 12 proved un­
necessary as the saving of Rs. 3.15 crores was far 
in excess of the Supplementary Appropriation. 

7. Discrepancies in Inventory records 

The differences between the numerical balances anrl 
the balances as per the priced ledgers discovered at 
the time of stock verifications and the differe.nces bet­
ween the balances in the numerical ledgers maintained 
by the depots and the priced ledgers maintained by 
the Accounts Department discovered at the time of 
reconciliation of .these two records are adjusted under 
Stock Adjustmenr Account Part I-Differences in stor.k. 
Successive stock verifications on the R aitways during 
the last three years ended 1985-86 disclosed that the 
percentage of total disc;repancies (bot h surplus and 
deficiencies taken together) to total store~ transactions 
(receipts and iss~es during the year) went uJ.1 froJ?l 1.5 
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pem~nt in 1983-84 to 2 .15 percent in 1984-85 and 3 .2 percent in 1985-86' as shown 10 the table below :­

(Amount in crorcs ) 

Year Surplus Deficiencies Total Total Percentage 
value value of total 
of surplus of rece ipts surplus/ 
and deficicn- and issues deficiencies 

cics duri ng to total 
the year transact ions 

2 3 4 s 6 

1983- 84 19 .54 29.52 49 .06 3261.71 I. s 
1984-85 39.56 37 .24 76.80 3566.1 5 2. 15 

1985-86 65.40 68 .86 134.26 4192.57 3.2 
--- ---- - ----

Railway-wise and Unit-wise analysis of such differences notice<l du ring 1985-86 is ind icated in the 
table below :-

Railways/Unit 

Cent ral 

Eastern 

Northern 

North Eastern 

Northeast Frontier 

Southern 

South Central 

South Eastern 

Western 

Chittaranjan Locomotive Works 

Diesel Locomotive Works 

lntergra l Coach Factory 

Wheel and Axle Plant 

Total 

While, during 1983-84, 1984-85 and 1985-86, the 
surplusldeficiencies were within one percent of the 
total ·stores transactions on Eastern, Northeast Fron­
tier, Southern, South Central · and South Eastern 
Railways and the three P roduction Units viz. , CLW, 
DLW and ICF, on the Northern Rai lway these were 
4.1 percent in 1983-84, 8.6 percent in 1984-85 and 
13.5 percent in 1985-86. During 1985-86 the sur­
plusesjdeficien'Cies were more than one percent on the 
Central ( l.76), North Eastern ( l.1 6) and Western 

( 1.10) R ailways. 

Northern R ailway thus accounted for the bulk of 
the dis.crepancies. D etailed review of the stores con­
trol a nd re-conciliation systems seems to be called 
for. The position in the C entral, North Easte rn and 
Western R ailways also needs improvement. It seems 

(Ru pees in lakhs) 

Surplus Deficencies Total Total 
value of 
receip ts 
and issues 
during 
1985-86 

Percentage 
of total 
surplus/ 

deficiencies 
. to tota l 
tra nsact ions 

2 . 3 4 5 6 

455 546 1001 56764 I. 76 
1.72 19l 363 40081 0 .91 

5417 5236 10653 78634 13 .55 
47 146 193 16487 1. 16 
20 30 50 11031 0.45 

124 82 206 35543 0.58 
5 59 64 29382 0.48 

SL II 8 169 35422 0 .22 
174 393 567 51592 1. 10 
24 17 41 19160 0. 21 
42 36 78 22423 0.35 
9 32 41 18229 0. 23 

- 4507 

6540 6886 13426 419255 3. 2 

aiso desirable t9 Jay down ;, norm, say 0 .5 percent, 
beyond which percentage discrepa ncies a t any time: 
should be regarded as unacceptable and call for 
drastic action. 

8. Avoidable payment 1:f iulCr<'!>I on compensation to 
nationalised Branch line Companies 

With a view to rehabili tating the existing track and 
reducing the liab ility to Government R a ilways by way 
of payment of guaranteed interest (3.5 per cent per 
annum) on their -capital and share of earnings every 
year and on• the basis of recommendations of an inter­
ministcrial group, two branch line Companies 
(Chapa'rmukh-Silighat owned by Mart in Burn Co. 
and Katakbal-Lalabazar owned by Mcleod R ussel Co. 
on Northeast Frontier Railway ) were na tionalised by 



an Act (36 of August 1982) of Parliament which 
rectived the President as:;ent on 17 August 1982. 
The Act st ipulated payment of compensation 
(Rs. 10.50 lakhs to Chapannukt.-SiJighat R ailway 
and R s. 9.00 lakhs to Katakhal-Lalabazar R ailway) 
within t hl'ee months from rhe dale of effect of tbe 
Act faili ng which intere~t at 4 per cent was lo be paid. 
In the case of one company ( Katakhal-Lalabazar 
Ra ilway) rhe net compensat ion payable by the R ailway 
as on the dat e of nationalisation in August 1982 was 
a minus figu re of Rs. 2. 71 lakbs aftel' adjustment of 
the interest due at 11 per cenr for the period from 
1st January 1973 to 16th August 1982 on debenture~ 
issued by the company for R s. 6.50 lakhs. 

No actio11 was, however, taken by tl1e R ailway Board 
within the st ipulated period cf three month.) to pay 
or offer the compensation through the Genera'! 
Manager, Northeast-Frontier Railway on the plea that 
there wa'S no mention of the date of effect in the Act. 
On 30th November , 1982 i.e., after the expiry of the 
three months period, the cumpan ies filed petitions in 
the Calcutta High Court pleading for a review of the 
quantu m of compensation. The C ourt decided in 
borh the cases (January and September 1984 ) that 
the petitions of the comp3nies ·were not maintainable. 
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Meanwhile, the Nor theast Frontier R ailway Adminis­
tration adjusred · an amount of R s. 8 .70 lakhs as ...,. 
subsidy on a-ccount of interest on capital and share of 
earnings for the period from 1982-83 to 1985-86 a3 
if these R ailways (Chaparm ukh-Silighat, Katakhal­
Lalabazar) had not been narionalised. These adjust­
ments were reversed in the accounts for 1985-86. 

111 July J 986, the Northeast Frnntier Ra ilway Ad­
ministration paid a sum of Rs. 9, 10,289 as compensa­
t ion including interest amounting to Rs. 1,23 .923 for 
delayed pa)ment for the period from A ugust 17, 1!>32 
to July 7 , 1986 to the owners of the Chap armukh-Sili­
ghat R ailway company. No action bas been takt"n in 
respect of the ot~er Railway C0\11pany (Katakhal-L'ala­
bazar) from which an amount of Rs. 4.10 lakh~ was 
du.'.! to th~ Railways as at the end of J uly 1986. 

It may be mentioned tha t in the absence of any "" 
specific reference to the date of effect in the Act, the 
Act became law when it received the assent of the 
President. Therefore, if action h ad been initiated to pay 
or offer compensation within the stipulated period of 
three months from the date the President gave assent 
to the Act of Nationalisation, the payment .of interest 
cha-rges amounting to R s. 1 .24 lakhs would have been 
avoided . 

• 

-, I 



I 

CHAPTER fl 

WHEEL AND AXLli: PLANT 

9. Wheel and Axle Plant, Yelabahka 

9 .1 Introduction 

The Rai lw·ay's requirement of wheels and axles are 
genernll.v met by the . D urgapur Steel Plant (D~Pj aml 

the T ata Iron and Steel Company (TISCO). Indige­
nous production being inadequate to meet the rcqL! ire­
m<"nt, Railways had been importing L'.O t'o 50 p.!r Cl.!nt 
uf wheels, axles and tyres for ever 2 decades . In 
1972, the R ai lways proposed to set up a Wheel and 
Axle P lant to supplement the car;ac:ity of the above 
two indigenous sourct~ of supp ly. A coIJaboraUon 
a2reement was entered into with a · US firm in Apr il 
1974 for technical know hew and setting up the Wheel 
Shop. The work on the project was commenced on 
an urgency certificate in Augusr 1974 and an abstract 
estimate fer Rs. 38.6 crores was pr•!pared in J une 197 '5 
after consultation with the V S firm for wheels ard •~ 

Czech fi rm for axles. The projecr was under consi­
dernti0n for several years as the Planning Commi~s1on 

and the Ministries of F ina nce and Steel · had reserva­
tions on the nl!ed for sett ing up a separate Wheel and 
Axle Plant under the Ministry of Railways. They were 
considering whether the capacity of D mgapur Steel 
Plan t would not be adequate for rueding the R ailways 
renuireme:1ts. The project was £m:lly cleared by th1: 
Planning Commission in 197£ aad the financmg 
atrangen1ents for the. P roject from International Deve­
lopment Authority (IDA) credit were finalised in 
November 1978. A revised l'Stimate of the Project 
for Rs. 129.65 crorc·c was sa nctic,ned by th e Rai!\'.-ay 
Board in F ebruary 1981. Accordin g to the Prniecl 
RepNt production was to start from D ecember 1978. 
The target date was subseque1~tl y revised to June 1::>82. 
The \'arious shops in the Plant were ri ctually corr.mis­
sioned in stages between December 1983 and March 
1984 and regu lar production started from Septemhe r 
1984 . The estimate was again revised to R s. 146 
crores in July 1985. 

9.2 Planning 

9.2.1 The scheme envisaged the introduction of 
mcdern technological processing for the manufacture 
of wheels and axles by " pressure pouring ( Gri ffin 
process)" and "precision long forging" process res­
pectively duly avoiding a multitude of processes 
involved in forged wheel~. T he project was justified 
on the ground~ that apar t from the heavy drain of 
fo;·eign exchange, th e cost of imported wheelset was 

S/2~ C&AG/87-4 

roughly three and half times the cost of indigenous 
wheelset and prices were rising in world marke ts. 
Besides, financing of wheel imports and delays in 
supplies from abroad had also a'dversely affected wagon 
~rnduction and rolling stock mainten:ince programmes. 

9.'2.2 In January 1977, the IDA ·mission examir:ed 
in depth the R ailway's proposa l for setting up th.:: 
whee l plan t a n<! agreed to finance the project, except 
civil engineering works, to the tunl? ·of $ 38 million cm 
soft loan basis. 

9.2.3 T he need for setting up the R ailway's wheel 
a •. d axle r.lant was fu rther cxami1ttd by the Ministry 
of F inance a nd a sub-commit tee comprising the 
F inance M inisrer, the Minjster for Steel and M ines and 
the Deputy Chairman, Planning Commission. In May 
1978, the sub-committee l·ncl.ors..:d the proposal to sd 
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up til e plant by the Railways . Even before that .th.i: 

Ministry C?l R ailways (Railway Boc:rd) had sanctioned 
in N ovember l 977, an abstract c~ t imate for th.: project 
for Rs. 38.6 crores. 

9.2.4 The P ublic Accounts C0mmittee (1 980 .3 ! ) 
had observed in its 4.'.: th R eport (Seventh L ok Sahh a) 
that : 

" the advance planning done in this case has 10 be 
considered in the light of !he fact that the 
final clearance fo r t hl' project came much 
h ter and the entire exprnditure rncurrcd 
could have been rendc r;.•cl infructuous in c1se 
the P lanning Comm i~~icn or the Fma!~ce 
Mini&t ry had not been convinced of the 
inevitability of the Proj1: ct. The Com mi :tee 
cannot but express thei r displeasure ;!t t!1c 
haphazard natm c of phlnuing done i•: th is 
case". 

9.2.5 Commenting on the revision of the cost of 
P roject from R s. 38.6 cr0rcs t0 Rs. 129.65 cr'm~·; 
the Publ ic A cC'ounts Committee.: (1 %0-81) ouscrv~d : 

" It appears that one of the 1easons ·fc. r hiPhcr 
estimates in later years W!lS rhat the esti~ates 
Wl! r::- nat prepared r,·:tli -;:H.:.i Jly initiaJ!y." 

9:2 .6 According l0 the Mini~! ry of Railwa) s 
(R ailway Board) tbe in1.:rease in cost was mainly due 
to (i) steep . escalation in costs R s. 60.10 cro1es 
(ii) increase in scope of work R s. 26.64 crores and 
(i it) increase in general charges n.s. 3.75 cror~s . 



9.2.7 Toe Railway Bo:nd:s con1 cn:ion that a major 
part of incrcas..:: viz., Rs. Gli.l 0 cron.:~ was on ac~riun t 
of cscalatiou is not born r. out by facts as mcnttoncd 
be!0w: 

(a) Under civil enginc1;1 ing w;:.1 k~· GO i nc r ea~e of 
R s. 14.9 erorc:-. c ut of Rs. i G.5 erores \\ as 
due 1·0 increase i rJ no11r area of administra­
tive buildings, shops, and incl usion cf ~dt!i ­
tional buildin!!s for cn11 H<' l room. Ji1~sel 
generating shc~ls , more 11;.i111ber of , 1uancrs, 
etc. Under of ll•:r items, such as Hospira!, 
Training School, F urni tL: :c, elc., tbcr-.; was 
gross under-esti mation and the provision was 
increased from Rs. 0.78 crore to Rs. 3.89 
crores. 

1..b) In respect of Plant and Equipment t hc r.~ was 
an increase cf Rs. 6.2.9 crores. The N igin d 
estimate was revised to provide for varia tion 
in number of machines to be procured, type 
of equipment, Jlexibility to sui t future pro­
duction requirements, i!":'iprovecl designs, 
etc. 

(c) Similarly, under 'electrical wo-ks' an increase 
of Rs. 8.87 crores became r ccessary as "at 
tPe stage of framing abstr::ct estimate, clear 
iciea of fbal layout cf 1 he plant and alsc the 
number and scope nf c·;iuipmen.t to be instal­
led was n0t available". 

. 9.2 .8 The R ailway Beard infcrmed the P tihlic 
Accounts Committee (19S0-81) , in December 1980, 
th ::1t the W heel Shop was expected to commence pro­
duct ion h~r June 1982 und the Axle Shop by Tu11c 
1983. However, even in the budget for 1 9 3 1 ~82 

which W '.l'> then under finalisat icm a provision of 
R s. 39. 75 crores only was made for tha t year. T he 
b'.llarice of estimated cost carried over to 1982-83 an d 
beyond wa5 Rs. 65.77 crorcs, i.e., :ibout 50 per cent 
c f t~. e estimated cost. Cons.:~1 u"~·1 ;:ly, there was nc 
likelihood of production commencing from June ] 982 . 
Adequate budgetary provision for 1982-83 was also 
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Year 20.3 t 

(l) (2) 

1979-80 9128 
1980-81 9220 
1981- 82 8122 
1982- 83 6922 
1983-84 7143 
1984-85 2850 
1985-86 3235 

rw t mane so as to expedite the complet ion of the prn­
ject. The allotments made during each of the ~~rs 
from 198 1-82 to 1985-86 were also not fully ut tl1sed) 
as shown below : 

Year 

198 1 -82 

1982- 83 

1983- 84 

1984-85 

1985- 86 

Budget 
provision 

39.75 

(i().00 

21.40 

l l .84 

5.50 

(Rupees in cro res) 

Revised Actual 
estimate expendi-

turc . 

39.75 35.94 

54 .40 SI . 18 

19 .40 16 .78 

11.84 9.61 

5 .50 3 .67 

The WAP commenced production in September 

1984. 

9.2.9 Incidentally, it is to be mentioned that even 
the contraCts fo r civil engineering works fo r the Wheel 4-

anrl the Axle Shops were awarded in January 198 1 
and J u.-e t 981 respectively with 1~cri~d of comph.:tion 
of 21 n.cnths. 

9. '2.10 M.:anwhile, the Railways imported whcetsets 
!n large n1.mbers as shown !.Jc '.ow : 

Year 

1982-83 
1983-84 
1984-85 

Wheelsets 

22.9 1onoes 20.3 tonnes 

N os. Value Nos. Value 
(Rs. in crores) ~Rs. in crore~) 

11 ,700 
10,312 
13,276 

19.89 
17.36 
22. 57 

10,400, 

l ,394 
17 .68 

2 .37 

9.2 .11 Though the Planning Commi~s1on had glvcr. 
an indication that the output of D nrgapur Stee! Plant 
w:.is showi!'!g a rising trend, during 1983-84 aml 
] 984-85 its production was much lc•wer than i~ \:ar­
~kr ~'ears. The rated capacity l'f Durgapur Steel Plant 
was '56,000 tonnes of whed~ and 27,000 tcmnes of 
axles constituting 75,000 wheclsets (60,000 BG and 
15,000 MG '>~ts ) per year. 1 he actu.al procliiction 
du ring the years 1979-80 to 1985-86 was as under : 

Total Total Loose Loose 
assembled assembled wheels nxles 

Wheelscts wheelsets wheelsets 
l6.3t 12t for Rlys. including 

supplies 
to other 
units 

(3) (4) (5) (6) (7) (8) 

989 3030 13147 13446 6760 LI 46 
89 3 173 12482 12482 6768 1439 

289 1622 10033 10099 963 1 2973 
168 94 1 8031 8081 694 1 2320 

287 7340 7.138 7438 2698 
18 83 2951 2969 6091 2138 

25 1 3186 3575 19588 555 1 

' 

,. 



9.2.12 Thu:; there was lack of Cl'ordina(ion bdwccn 
-<' tht: Railways and the Du rg'apur Sll:d Plant wit11 tI1c 

result that Durgapur .~teeJ Planfs capacity was utilised 
tu the extent of 14.2 per ccul and 30.9 per cent vnly 
during 19.84-85 and i985-86 respectively whi le at rhe 
same time th e Railways imported wheelsets which 
cou ld have been made at Durgapur. 

9.2.13 lt is significant lo m.::ntion 1hat in 1978, l11c 
G overnment had cleared th.:: \Vh eel and A xk Plant 
projest wnh th e stipula tic,n that th1: R ailways wou ld 
fully consume the product-u1ix of th ~ Wheel an<l Axk 
Unit of DSP, wh ich at the p roducti C:n level of 50,00(1 

sets was expected to !Je 35 ,000 roller bearing 20.:J / 
16.3 ton ne sets, 5,000 pl:iin bearing J 6.3 r0nne sets 
and 10,000 plain bearing I 0/12 tonne sets. 

9.2.14 As there has been ~.:.i bswi;t:al chang~ in the 
nature of R ailways rcq uircmenr of whcelsets, it is not 

,.. clear how the capacity of DSP w.iuld be utili sed . 

9.3 Execution 

9.3. l. The contracts fo r civil cngint:~ring construc­
tion of the wheel unit were awa rdl' rl in January 10:::! 1 
to M /s. National Projects Construction Corporation 
( NPCC) and axle unit in J unc 198 1 to M/s National 
Building-> Construction Corporation (NBCC). Til·.: 

scheduled date for compietion o f iht wheel unit was 
October 19S2 ; it was ac tually complc!e<l. in May I 98·L 
The axk unj t scheduled to be completed by March 
1983 was corupleted in Ju lli.: i984 only. T he:,i.: dcfays 
resulted in cost esca!arion ancl <.laims from c0ntr;.ic­
tors for ad ditional payments. T iley s1tbmittcd suppk­
mentary claims for R s. 394 bkii s (NPCC) and R s. 283 
lakhs (NBCC) for work done d u1 ;ng th1.: exter:dcd 
period (beyond the o;:iginaJ scheduled date of comple­
tion). The admissibility of c!aims \\a ~ ~xainii1ed by a 
Commillee of Senior Officers of the WAP Administ­

ration . lt was held tha t "the delay was by and la rge 
due to departmental reasons" such as delay in issue 
of drawings, decisions, etc., and payments amouniing 
to Rs. 63. 15 lakhs to NPCC and R s. 24.54 1akhs to 
NBCC as c@mpensation was recommended by it in 
October 1985. An amount of Rs. 78.70 lakhs wa~ 
paid lo the contractors in June 1986. 

9 3.2 Comitrucr11on of avr:rhcad rank 

During 1979, the Wheel and Axle Plant Administ­
ration awarded a contract to firm 'A' for civil en­

gineering works which inter alia included construc­
tion of two overhead tank5 of 4 .50 1akh litre capacity 
each on 20 metr.: staging and 2 R CC ground 
reservoirs, one of 28 lakh l itre capacir-, and the other 

~ of 2 lakh litre capacity. During negotia tions p reced ­
ing the acceptance o f icnd.:r, the contractor laid down 
a conditiori that for concreting works at higher level 
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they be permit ted to make use of the alr eady com­
pleted and sufficiently mature concrete members · for· 
supporting the centering for a ll concre te works by 
cantilever method. T he method of construction pro­
posed by the contractor was different from th a t re­
commended by the consultants, viz., th~t tbe 'work qf 
construction of overhead tank should precede that of 
underground storage tank and .the centering should be 
supported by props from the ground. The method 
proposed by the c.:ontractor was accepted by the 
Administ'ration. 

The co ntractoi· started work on the underground 
water tank in Apr il 1979 and the work of construc-
1ion of overhead water tank was commenced m uch 
later. While the work was in progress, the Administ ­
ration objected in April 1980 to the method adopted . 
by the contractor. The contractor firm defended its 
action staling that the cantilever portion of the con­
tainer of the tank would be supported from the main 

. shaft. The mat ter was once again referred to the con­
sultants who stuck to their original stand . The 
Adminisrration ther eaf ter directed i°he contractor to 
submi t details for staging from tbe ground which was 
approved in November 1980. T h(: contractor. claimed 
extra payment a t the rate of Rs. 1.25 lakbs per over­
h.:ad tank in view of the additio nal work involved. 

With a view to examining the admissibility of extra 
rates, the Administration constituted a high level com­
mittee in February 1983 consisting of the Financial 
Advisor & Chief Accounts Officer , the Chief Eng ineer 
and the Additional G eneral Manager. The com­
mitte.:: noted that. the method of construction propos­
ed by the contractor had been referred to the consul­
tants for advice but the suggestions made by the latter 
had not been advised ta the contractor. I nstead rbe 
Administra tion took a decision to go in for conven­
tional method of construction which necess itated 
execution of extra i tems cf work like propping arr ange­
ments for which an avoidable payment o f Rs. 1. 74 
lakhs bad to be made. 

9.3.3 Avoidable expenditure m the construction of 
quarters 

( i) An e timate for Rs. 2.36 crores for consrruc-
11011 o f 589 q uarters at the Wheel and Axle P lant was 
sanctioned by the Railway B oard in November 1977. 
Tn F ebruary 1981, a r evised estimate for R s. 3.67 
crorns was sanctioned. The revision was n ecessitated 
by, besides cost esca lation etc., certain alterations in 
the propor tio n of different types of quarters (increase 
in the number of Types I and III quarters an d reduc­
tion .i n the number of types n and v quarters) while 
kccpmg the overall number to 589. 



The Member (Engineering), Railway Board during 
his vish Lo the Project site in Augu&t 1978 directed 
the W Al' to engage the liervices of liuitable architectlil 
for residential and 'service ouildings as well as work­
shop premises. 

Accqrdingly, the WAP Administration decided in · 
October 19~0 to go in for consultancy services for 
architectural lay out and design and invited limited 
tenciers in November 1980. Only four firms submitted 
lhc:u tc~1ders. The tender comllllttee recommended in 
January 1981 tnat the architectural-cum-design 'on­
sultancy services com ract be distribut('.d amongst 
three mms-the total value being Rs. 3.85 lakhs. The 
actual expenmture incurred worJ(ed out to Rs. 3.42 
lakhs. 

Similarly, for construction of a 30 bed hospital a 
comract tor arcbicec.tural and engineering consultancy 
services was entered into in October 1980 and an 
.amount of Rs. 1.21 iakhs was paid to tbe consullant. 

The engagem •''lt of consultants for preparing plans 
anel designs was no.t justified for the following rea­
sons :-

(a) T he Railways have been building a large 
number of residential buildings all over the 
country for a long time. Standard model 
types ot quarters for being adopted in speci­
tied areas have been evolved by the Rail­
way Board in consultation with the RDSO. 
T hese models have been obviously designed 
to ensure functional efficiency and economy 
in cost and. also to obviate the necessity for 
preparing plans and drawings every time 
s taff quarters are to be built at new loca­
tions. Further, the consultants were also 
expected to follow the orders of the Railway 
regarding plinth area of the buildings and 
other specifications. 

lb) The aesthetic consi<.lernti0J1. per se, is a re­
lative concept and in relation to buildings 
to be used as st'atf quarters it would not 
normally be of much significance. While 
constructing Government staff quarters, the 
emphasis should be on u tility and economy 
rather thau ostentation and extravagan1..e. 

(c) Appointment of consultants did not result in 
any savings of manpower of the depart­
ment because the drawings submitted by 
the consultants had t'o be scrutinised by the 
Administration in detail. Also, the const­
r~ction work had, by and large, to be s~per­
VI~('d by the dcpn rt1 :1 ,·n1nrst:iff. 
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(ii) The revised sanctioned estimate included 36 
Type V quarters which are intended for officers in 
the pay range of Rs. 1500-2000. ln case of short-
age of accommodation, this type of quarters could 
be allotted to officers of higher scale. These quarters 
harl b~en built at th e .::ost. of .~s . 1.34 crores and 
were ready for occupation with effect from July 1984 
(32 numbers) and July 1985 (4 m1mbers). In Muy 
1984, the Railway Board sanctioned 14 posts in the 
Administrative grades (Rs. l 5.CJ0-2UOO, Rs. 22. 50-
2.500 and R ;. 2500-2750) and 14 in the senior time 
scale for the plant opermion phase. The total num-
ber of officl' rs entitled to Type V q!iarters accord ing 
to WA.P Administration·s own Jsse~~ment would b .:: 
28. With rderence to th.: a•: Lt.;al ·number of posts 
approved by the Railway Board for post-commission 
stage, the number of officers ;:: n1i1kd to Type V wor-
kcd out to 21 (14 Administrat ivt: grade plus 7 senior 
scale). Thus provision of 36 Type V quarters in the 
c5timate and their construction as r:gainst the require · 
ment of only. 21 qu:ult'rs rc sul!ed in au avoidable in­
vestment of Rs. 57.55 lakhs . . 

(iii) In accordance with the norms laid down by 
the Railway Board, the plin~h area of Type V q uar·· 
ters should not exceed 191.80 square metres. Con­
lfary to these norms the plinth area of Type V quar· 
tcrs actually cc~n structcd worked out to 202.47 square 
metrC's. The provision of addi1ionnl plinth area en­
taikd an expenditure cf Rs. 7.52 lakhs which was 
regularised by obtaining expost facto approval of the 
R ailw;iy Board in Decl~mbcr 1985. 

The WAP Administration stated (July 1985) as 
1;nder :- · 

(a) Apart from aesthetic, economical and func­
tional aspects, the pr~dominant factor in 
favour of the decision to go in for consul . 
tancy was that the WAP did not have 
encugh manpower in the Drawing Office to 
cope with the work. 

(b) The tent:-!tive projections about the strength 
of officers in the estimate were scaled down 
. by the Railway Beard. This resulted in 

quarters being excess tc rcquiiements. The 
position would improve with the growth of 
the> activities of WAP. There was no loss 
of earnings l o the Railway ~ince the quar· 
ters had been ailotlcd to Officers and ri::­
covcry was being dfoctcd on the asscss,:d 
rent basis in cases where· officers were not 
entit'led to the type of accommodation 
allotted to · them. 

,. 

--.. 

,, 
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I t ma-y, however, be pointed out that 

(i) the justifica t ion for seeking co nsultancy from 
privare ::i.gencics for dc$ign of quarters 
which are standard 1.ype on railways is not 
c lear; 

(ii) t he c r:nstrueti on Cl f c1u;:irtcrs could !1avc bce11 
rest r icted to present needs, and 

(iii) th .: argumen t tha t u ~~e~sed ren t is being col-
1ectcd does ne t juoti ly the in vestment on 
construc tion of excessive ni.; mber of higher 
type of q uarter s. 

9.4 Production and perf or mance 

9 .4. I Tht: Wheel and A x le P lant was expel.led ll:! 

dcvelcp a capacity for an <> 1111ual producti'on of 
70,0QO lr0cse wheels uf wh icl 1 ::' 3 DOO would move oui. 
in the form of asse:Llb led wh cd scts. T he size., of 
whe' ·ls to be manufact~r1.~d cn \ c· r a range from 
725 mm to l 09fl mm diam ..::tc r ar:d comprise 5 m ain 
types of wheels. With regard to axles, the p la 11 r is 
p rogrammed to manufac ture m o r(· t h:rn 50 type;; re­
presenting a majo r cross section of ci ifferent type, A 
axles for all gauges. 

T~;e p!liject r~port also co n l•,m plated that pl'oJuc­
tion would co mmence •in t h..:: four: i1 vea1· from Lhe 
sturt o f construction with 15 percen t 

0

of the r '1 ted 
c:1pac;ty and graciua lly rncrca,mg tc lllO percent v iz., 
70,0CO w!·,o;:.els in the fourl h yea r of commencement o f 
product ion. In respect of axk uni t, i t was expedcd 
t int the oulput wo~lcl l:..:: 15 P•~n:cnt of the rated 
capa1.:ity (23,000 axles) in the fast year after ccm~ 
m1sswniog and 100 percen t in Ille third year. 

H iwcvcr, as a lready m eolwned, the production 
~tarted in ~e~t'e?1ber 1984. Th.~ consequence of de ray 
in comm1ss10nmg have :ilso been mentioned in 
pa ragraphs 9.2.10 and 9.2.12 above. 

The p roduction ta rge ts and •~ctua l produc tion were 
as u nder : 

Wheelsets 
Year 

1984-85 

J985- 86 

Target 

4300 

10732 

Actua l 

1253 

10027 

1986-87 20000 16815 
( Upto Decem ber 1986) 

-~igures in unib) 

Axles 

Target Actua l 
(BG & 

MG) 

1801 

5905 

It was sla ted by the A dministration in Sept<::mber 
l9R5 that the targeted product1on of 23 ,000 axle:; 
wo u ld be .i chicvatJe from 1936 -87. 
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9 .4.2 Power Su pp ly 

S u ~tained p roduction co uld llO t oe mai.nta ine<i due 
io pc..wcr cuts, lo w voltage and inadequate supply of 
C'lc rgy by Karna taka State Electr ici ty Board. The 
location of Plant at Bangalore was based , among 
o ther factor s, on assurances of uninterrupted power 
supp!y as the plant is highly powf:'r in tensive. H ow­
eve r, even from the initial clays of commission ing of 
th;:: arc fu m aces (in Se1Jtc mb..:r 1983) the p lant was 
plagued with a~ute power cris is r1ffec ting the n .imber 
of heats that cu uld be obtained an c.l causing probl.:!111S 
of r ejcctfon. Consequently , only one of the two 
d ec tric a rc furnaces is used for p .rnduc tion o f wb·.;els 
rcsul tmg in u nde rutilisation of capacity . 

.<;upply llf power to the pla:J t was based on maxi­
mum d emand fi xc<l by Karnataka State E lectncity 
Board w;tll reference to rnn~umplion p rior to com­
m encement of production . Co11scq ~1ently, the n:alli­
mum demand was not tixcd r.;alisticc lly and the A<l­
m inistraticn had to pay pcncl clwrgc~ for cons·.: rnp­
tion in excess of 111 ax1111u m dc1 11anl1. A sum of Rs. 
5.6 I lakils was pa id by the A<!mir. i ~ t rat i'on towarlls 
f.uch penalty during tile year 1983-84 to 1985-86. 

l ncidentally, it was noriced that tax o n electricity 
amc uut irig R s. 77 .33 lakhs tc c1 ?<l of March 19 36 
was paid by the A dm i'listra tion to the State E lecfricit; 
B oard, though sales tax is not payable by Cen trai 
G rw crnment as per Ait iclc 287 o[ t he Consti tution of 

india. The Administ ration in.formed A udit in Sep-
tember 1986 that it had dec'.d ecl to disallow the tax 
ekm-:nt from t11 ~ payments 1oade to Karnataka State 
Elec tricity Board from May I 986 and that the matter 
regarding payment of tax was pending with the 
Go ver nment of Karnaraka . 

9.4.3 Raw materiais 

The raw materials fer t he manufacture 'of wheels 
and '.:lXles are steel scrap and ~tce l blooms . 

It was an t icipated that fo r prodi.:ction lcvd of 
23,roo wheelsets pe r annum <nnd loose axks re­
C)i1i red fo r maintenance) abou t :~0,000 tu nnes .)f 
blooms wo uld be required by t lic P lan t. An a sStt·· 

ranc.; Wa:> given t y the Mirm try of Steel in r\Jgus t 
19 81 that A lloy Steel PJa1it (ASP) Durgapur would 
be ;.!b 1f.! to mee t WA P's current as wc;ll as fu t1.n·.:: re­
quirements of b looms. The W J\ P piaced o rder;; on 
Alloy S.tecl P~ant for 18,800 tonn.es l'f bl•ooms during 
the period F eb ruary 1%4 to J uly 1985. A g[:ins t 
th es : orders the ASP Durgap ur cou ld supp ly Io, t 3 .3 
tonnes .only ~upto M arch 1986. Meanwhile, as the 
product1on of whee lsets was affected, an im port of 
G,000 tonnes of blooms v"las cleared ( O ctober 1985) 
in consulta tio n with M i ni stry c f Steel. Ao ."J rder fnr 
6,000 tonnes o f blooms costing DM 51,00,000 was 



placed on a firm of West Ger;:1:iny in J anuary 1986. 
A further rev!ew of the r..:quiren .t'nts of blooms in 

Jwuury 1986 showed tha t the WAP might require: 
42,000 tonnes of blooms per annum and there would 
hr. a ~lwnfall of 4,00C t011ncs in the first lial( t1f 
1986-87. Accordingly, anorhcr order for 4 ,000 tonnes 
of blooms was placed on the sam:.: firm in February 
1986 bringing the total imports to 10,00C tonnes at 
a cost of DM 84 ,20,000. 

lt is to b•; pc>inted out in this co1111ection, that th.:: 
R:lilway had informed the Mirmtry of Steel that the 
\V AP wcu l<l be requiring about 30,000 tonne<; ~if 
bJoon>s annually. H owever, these estimates were r~­
v1~ed to 42,000 l'onnes of· blooms per year in Jaocary 
1986. T!1ough the Ministry o'. Steel had a!>s:.ired 

that the Plant's requirements would be met in full, 
the scheduled supplies during 1986-87 were cm ly 
23,600 t()nncs against ewn the 1.: :11 lit:r requirement of 
30,000 tonne.s. 

Because supplies from ASP were inadequate, im­
port cif 10,00G tonnes of blooms had t·o be arrangL'd. 
Besides, the annual Jcmand was stepped up from 
30,0110 t0 42,0 0U tonnes. l t is not clear, a l prl-scnt, 
whetiier the ASP coulc: be able !C meet the rcquirc­
i!lCnts of 4 ?.,000 tonnes of blooms in fu ll. 

It has been nolicet.I that evcu ~crap was nm avail ­
aole i;i adequate quantities in 1 lir. 1•1it ia l months of 
production :ind W AP had to i lllj:ort I 03 7 tonnes o[ 
scrap valued at Rs. 21.04 lakhs involvin,g foreign 
exchange, in F ebruary/ July 1985. 

9.4 .9. Plan t and Eq1,ipmcnt 

One of the reasons for the P l:in1 's inability to in­
crease production is statec) lo bL' the number of heats 
that cou ld be obtained from ;J.e arc fll}naccs. F or :1 

production level of 39,700 wheels abour 2,200 heats 
are Wlt('d to be required. Howcv1:r, during the 
pc1i0d <)ert embcr 19:)4 to August 1985 the aver:.-,l!•::: 
number Of heat s Obtained \Vas On ly 80.5 per 111011th. 
The plan~ is now (Augu~t 198(1) sLatf d to be work­
ing at a le d of J 50 heats per mon th agains t reql1irL'd 
level of 200 heats i:cr month. 

Tbe fin'-' wl·,ich hacl supplicd the arc furnaces ha•! 
indicate·d that approximakly J 30 heats would be­
come available between 2 ·-11 cccs~ i vc side rt:lin111gs 
and 1 ?0 hl·at s b<:tween 2 rclini ngs of the i'oof. As 
against th i~, \YAP has been al:le tc r.chicve only a11e11 t 

40 heats between successive ~.idc reJinings ai1d 5\) 
heats l'etween rclinings of roof. Every time th·.: tur­
na:c is rd1 r.cd . it is ou t of comm iss!(•n fo r apprcxi · 

mately 2t to 3 days and this factor alone is stated 
to be hadlv nfiecting ihc nvnilabi1:1v of furn ace. T hi.: 
rea~ons for the poor performance ..,j~-a-vis the m~nu­
facturl'r's specifications arc stated to be the higher 

melling temperatu r•.::s, limitation~ ch .c lo quality of 
indigenous refractories, etc. 

The probkm of poor avai!abi!i ty of turnac<>:s .,;nd 
consequent Joss in producrion vi~-a-vis rated capacity 
has not ~ o fo r (November 1986) been fully 111wsti­
gate<l. 

9.4. S. lJnne~cssary procurem::m ( : f shearing mach111c 

With a viGW le b1. inging dowr. I he cost of cuttin g 
scrap by expcn, ivc oxy··:lCctykne blow pipe method, 
an alligator shearing machine co~ting Rs. J 6.84 la~hs 

(for~~ ign exchange element R~ . JO.SJ lakhs) was oh­
tained and commi~sioned in November 1983. An 
outturn of cutting scrap of about 250 tonnes per day 
is the: quantity required when the fiant goes into fu II 
production . H owever, the performance of the machine 
since its commissioning in November 1983 was only 
around 5 to ones per J ay rho ugh the Administration 
had achieved a maximum outturn of 30 ton nes per 
clay in three shifts in test trial co:1ducted under ideal 
conditions. When the anlJ.cipations regarding the 
outt urn of the shearing mach ine did not materialise 
the WAP reverted to · the original method of oxy­
accrylenc cutting. A co:i tract for a sum. of R s. 6.3 
lakh per year was also ::1warded from 1985-86 onwards 
for operations ·connec!ed with· oxy-acetylene cutting. 
The im ported machine w.l.> under-utilised. 

9 .4.6 Quality Con trot 

T he WAP has been expcu·.::11ci1 ;g problem of Jarg~ 
scale r:?jections since regular prcclt:clion commenced 
in September J 984. During tt.1: pu·iod Scptemb:::r 
1984 tu 1\ ug11st 1985 the numbtr uf wheels c~st w~s 

22, 148 out of which only 12,967 casts were passed 
by the RDSO. 

On this basis the rejection rate worked out to 
5S.5 per cent. The main causes of rejection were 

(a) metal refractory i nclu~iom (3 to 18 percent); 

(b) surface cracks ( 1.3 to l CJ.8 percent), anJ 

( c) mould inclusio11s ( 1.4 to 8.2 per cent) etc. 

At u1e instance of the W0rld Bank, two expert:; nf 
the U8 firm were invitrd to inwstigate the eaust!> 
'Of rejections. According t c; 1 hem th e problclll 0f 
rejection was aggravated d ue to (!J in:crmittant op~ra- · 
Lion of the planr beeaus::: of single turnaee operat ion, 
high a luminium content of f:::rro :: ilicon, sub-angular 
sand, shifting from fused silica lo cry~t a!J ine s.ilica and 
back (because cf non-availabtliiy 0f ~ilica flour), etc. 
Accordingly, the WAP is stat ed to have initiated 
act ion to import ferro-silicon (wi th 0.1 per cenr 
aluminium) from the firm which was supplying this 
material to the U.S. firm. 

.,.. 
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Metal refractory inclusions (ca11 ~ing rcjecliom) 
were found to be due to poor c111a1ity of ladle refrac­
torv b:icks. The WAP, therd01e, decided ihat a 
Jadie should be used for 8 · heats only in stead of 16 
h·· at~ hefore reli ning. (The cost of rel;ning is ~stimat,:d 
at about R s. 15 thousand). /\ proposal to imp.1rt 
21) S!tS bricks frC'm the U.S. firm for trial prr:-ioses 
lrn s t: ::en und\!r th e cunsidcratil;n of the R<ldway 
Board since M arch 198f. 

The quali ty of sand used in 1 he 1;rocess of making 
meiulds and castings is also m1ted t\) be affecting the 
quality of wheels. lL has been l1eld that round grain 
~ao<l was no t available in the country. The WAP 
had sent two samples cf sand being 1:~.e-d in Che Pl ant 
for test ing ~y U.S. firm in Ja1111ar:_v .1986. The most 
suitable '1'1ality of sand was St?.i('d to be avai!r.b le 
from Cochin and Mangalore (about 400 km. from 
Bangalore) , and is being obtained from these places. 

lhe percentages cf rejecti.~ns is :;t2ted lo have 
cc mc dnwn to 18 in February 1936, out of whic!i re­
jections clue t'c surfoc~ cracks were .3 percent. /\ 
permane:lt solution to minimise 1cjer.tions and to cs­
tahlish quality production is yet to be determir.,:d . 
Instead the plant has had to resort to import of 'Var · 
ions materials required fo r the process of production 
( though on a limiteq sca le for trial purposes ) . . Jn 
addition, tlte ma terials specific to the process of maiiu­
facrurc, viz. , graphite mmddS, J'OUrir.g tube:;, dC. 

arc nc·:ess:uily required ta be imported (not bein·g i.n­
digenously available) ar a cost of R s. 6 crorcs per 
annum~. 

9 .4. 7 Procurement of graphite blocks 

(i) In order to build facilities for product':ion of 
1090 m m wheels contemplated in ihc Project R epo'.·t, 
the WAP Administration in vited r:lobal tenders ·n 
April 1930, ·;vith the approval d 1t1e R ailway Board, 
for supply of graphite blocks of 52" size. The single 
offer received in time from a US fi rm in December 
J 980 was for th .:: supply of 200 numbers a t a cost of 
R s. 85.59 lakhs with the stipul&tion that 100 blocks 
would be delivered in Septe mber 1981 and the balance 
in December 1981. 
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Supply of 63 numbers of graphite bl'ock was rece­
ived in March 1982 and 49 numbers in May 1 %2. 
In Octol:>~r 1982 WAP, Adrnini~"tration reviewed the 
requi1 ements of 52" blocks and found th at no Rai l­
way needed 1090 mm wheels. An asscssmei:t in 
S~pt;e-mber J 983 of th e requi1crnent$ of 1090 mm 
Whl!e ls indicated that as ngain ~t the origin.al µJan of 
J 0.000 nos, hard ly 200-300 nos would be sufficient 
for checking the capacity of moulding and cleaning 
room conveyers. Tn May 1984 the R ailway Board 
advised that there was li ttle likelihood of demand 

arising ar a fut ure date for 1090 mm wheels and any 
minor requirements couid be met by purchase. 
Thereafter , the WAP Administration cancelkcl the 
order for the balance quant ity of 88 blocks in May 
1984 without any fi nam:ial repercussions on cifher 

side. 

Of th~ 112 blocks already p:ocu!ed , 35 wer.! con­
verted in to ccr ;;s and 30 into dr;o.;gs for taking up 
tri:-i' poducti'Jn of 109G ~m wheels; 4 were conv.:r-
1 ~d i.nto 48.5" diameter and another 4 into 43 5" 
di'.lmeter for beiPg: used for trial casting of 915 mm 
\'•hee ls. The remaining 39 blccks were propose'! to 
be machi ned to 4 8.5" dia meter blocks for BOXN 
11)00 mm wheels. The Ifoard agreed to t !: is p rcpo · 

sal in October L 985. 

As the WAP was manufa.ctuiing 1000 mm wheels 
only, it was compelled to use after suitable conver­
sion the 52" blocks procured at an additional cost 
of Rs. 39.1 8 lakhs and intended fo r the manufacture 
of 1090 mm wheels. 

( ii) The Administration invited global tenders in 
October 1984 for the purchase of 160 graphite mould 
blanks 48.5" required for the manufacture of broad 
gauge :)30X and BOXN type wheels in WAP. Four 
offer!! were received. The two acceptable offers were 
from firm 'A ' (through their Indian Agents) and 
firm 'B'. The rate quoted by firm 'A' was $3507 
FOB (US port) per blank and that quoted by firm 
'B ' was $3857.81 FOB (US port). Both the firms 
were on the approved list of suppliers to the consul­
tants. The cheaper offer of firm ' A' differed from 
the specifications given · by WAP (obtained from the 
consultants) in respect of permeability value, grain 
~ize and tolerance in diam eter to th\! following 
extent .-

WA P's Speciflca- Firm's offer 
tions 

I. Permeability 60 % of the blanks in Typical rating will 
Value the range of0.2 to 0.7 be LOO AFS units 

AFS un its or less for 60 per 
cent blanks 

2. Grain size 1.5 mm maximum I. 7 mm maximum 

+ 0.5", - 0 .2" 3. Tolenrnce in + 0.25", - 0.0" 
diame1er 

The consultants had advised the WAP that the 
permeability range could be relaxed upto 1.2 AFS 
units o r less for 75 percent of graphite blanks. 
Hence the firm was asked whether it could adhere 
to this percentage and wl1ether it could supply the 
blanks with m inus zero tolerance in din. The firm 
agreed to both the parameters of the specifications 
as required by the W A P. The grain size as offered 
by the firm was also accep'table to the consultants, 



In spite of the .fact that the firm 'A' had agreed 
ro supply to the relaxed specifications and also that 
such relaxations had been permitted by the consul­
tants, the Administration did not place the order 
for the full quantity on this firm and distributed the 
quanti ty of 160 blanks between firms 'A' and 'B' 
though the rate quoted by the latter was nearly 
$ 351 more than that of the former, on the considera­
tion that firm A's offer contained deviation from the 
specification and only after more exrensive experience 
would the effect of such relaxations on the life and 
utility of the item be known . 

The placing of orders for only 50 percent of the 
quantity on firm 'A' lacked justification because ·- · 

(a) such ~elaxations bad earlier been permitted 
by the consultants and the Administration 
had accepted them; 

(b) the fact that tbe Administration had chosen 
to place an order for 80 blanks, committ­
ing themselves to a liability of $2,80,560 
(FOB value-Rs. 37 ·1akhs) shows that the 
Administration had no misgivings about 
the performance of blanks with relaxr.d 
specifications; 

( c) the performance of firm 'B' could not be 

held to be satisfactory because out of 112 
graphite mould blanks 52" supplied by it 
against anorher order for 200 blanks placed 
in December 1980 only 16 were within 
the required range of permea~ili ty. 

The placing of the order for 80 blanks on firm 
'B' at higher rate resulted in an extra expenditure. 
of Rs. 8.80 lakhs (in foreign exchange). 

9.4.8. Man-power planning 

The Railway Board had approved deployment of 
61 Groups A and B and 1553 Groups C and D 
officials for full production level. The deployment 
of man-power in W AP organisation on various dates 
from commencem~nt of production was as undr:r :-

Date Groups Groups 
A&B C&D 

30-9-1984 75 927 

31-3-1985 66 1013 

31-3-1986 66 .1475 

30-6-1986 63 1505 

While the manpower in position as on 31 Mar~h 
1986 had almost reached the levd prescribed by tbf> 
R ailway Board for full production , the actual level 
of production is just 40 percent. 
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9.5 Colla_boration Agreement 

The collaboration agreement entered into by the 
Government with rhe US Firm on 10 April 1974 
provides inter a/ia for : .....:.._ 

( 1) transfer of technical know how including 
designs, drawings, specifications, manuals 
and other relevant data. 

(2) Visits of representatives of the firm to ~.ssist 
Railways in making licensed products for 
which the firm should "pay the first roood 
trip transportation costs of such ,;~itation 

and other expenses incjdent thereto until 
480 in-plant hours of visitiation have 

• occurred." Thereafter, the Plant was res­
ponsible for meeting the expenses of visits 
of the representatives of the firm. 

(3) Payment of royaity fees on production of ""' 
licensed products at the rare of 5 per cent 
of net sale r,rice of all licensed products 
excluding the first one thousand ~umbers. 

The agreement would come into force from· the 
date of its execution <l'nd would expire 7t years 
after the first one thonsand wheels (licensed product) 
had been turned ouL The first one thousand wheels 
had been produced by 16 July 1984 and accordingly 
the currency of agreement would end on 15 January 
1992. 

It is absented that design details of 5 types of 
whe;'!]s originally planned for manufacture at the 
Wheel and Axle Plant had not been furnished by the 
firm. The firm's representative in a meeting held 
in March 1985 contended that design calculattom 
were not . covered in the agreement and that they 
could be made available at a reasonable cost. 

According to the agreement the firm was ro provide 
the services of their representat!ves for 480 man hours 
free of cost including the air fare for the visits. 
Upro March 1985, the WAP had utilised 417-} man 
hours. The balance available was considered to be 
meagre ' to train the staff so that both quality and 
productivity can come up to desired levels'. 
Accordingly, t'he services of two representatives of the 
firm for another 90 man day~ ( 720 man hours) 
were requisitioned by the WAP. · This involved 
payment of $ 13,200 fo r the stay of the specialists 
besides air fare amounting to R s. 70,000 and 
payment of Rs. 1.80 lakhs at R s. 1 rhousanrt 
per day for spocialist. The air.. fare paid for the 
visit of one representative which had to be borne 
by the firm has not beeu recovered so far. 

I 
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9 .6 Payment of royalty 

As mentioned above, royalty is payable at 5 r er­
cent of the net selling price on wheels. The agree­
ment further defines the net sale price as "all-in-cost" 
of licensed products determined in Government's 
plant, determined in terms of Indian Railway Mecha­
nical Code". 

The term ' all-in-cost' as de.tined in the M echanical 
Code includes proforma charges on account of pen­
sionary charges. supe('Vision , etc. 

The question of payment of royalty to the collabo­
rators after the completion of the first one thousand 
wheels had been .under correspondence with the 
Railway Board, as the costing system had nor been 
finalised. Meanwhile, the W AP has paid 

"'" Rs. 75,86,000 (upto March 1986) representing 85 
percent of the royalty payable to the rollaborato1 
on the manufacture of 21,800 wheels. For purposes 
of payment of royalty, the sale price has been work­
ed out on the basis of JPC prices (Rs. 7700 per 
wheel) though the WAP had worked out in July 
1985 that the cost of wheel would b~ Rs. 5700 and 
if price of scrap was taken at R s. 1,500 per tonne 
(landed price of imoorted scrap) the cost would be 
Rs. 51 50. It is. therefore, not clear how the price 
uf wheel had been taken as R s. 7700. 

Moreover, the inclusion of 'all-in-cost' in the net 
sale price for purpose of peyment of royalty was 
prima facie disadvantageous to the Railways as they 
become liable to pay royalty on escalations also, 
depending upon revision of domestic steel prices 
though the imported cost of wheel may be cheaper. 
Even in 1985-86 the cost per imported wheelset 
including customs duty was R s. 15 thousand only 
against the production cost of R s. 30,400 in WAP. 
Further the royalty is payable on licensed products 
turned out during the 7t years period upto 15 January 
1992. lt may be relevant to point out in this con­
nection that in other collaboration· agreements entered 
into by the Railway Board in February 1962 and 
June 1968 for manufacture of electric locomotives 
and diesel shunrers, the royalty /engineering fee was 
payable for a certain period or till a certain level of 
production was achieved, whichever event happened 
earlier. But in the collaboratjon agreement for 
wheels no such stipulation had been made. 

9.7 Cost of production and fina11cial return 

The WAP adopted the cast steel technology based 
on "Griffin process". Under this process, a number 
of operations involved in the forging/rolling process 
were dispensed with. The yield percentage on the 
basis of finished wheel weight to .molten metal was 
S/ 28 C&AG/ 87-5 . 
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also much higher for the cast wheel technology than 
for the forged wheel. 

According to the Project Report the cast wheel 
plant would be cheaper from the point of view of 
initial investment as well as cost of production. 

As already mentioned in pa ra 9.1 the investn:ent 
costs had to be revised Crom R s. ?8 .6 crores to 
Rs. 146 crores. T he Project R eport indicared that 
the investment of Rs. 38.6 crores would yield a fin'an­
cial return of 40.3 per cent adopting landed costs 
and 27.8 per cent if CIF value only was taken into 
account. The R ailway Board had informed the 
Public Accounts Committee (1980-81) in D ecember 
1980 that the return on investment of R s. 129 crores 
had been calculated at 17 per cent. H owever. an 
assessment made by WAP in March 1986 shows 
that the economic return calculated at JPC prices on 
the investment of Rs. 146 crores was only 5.2 per 
cent at full production level and 2.5 per cen"t at 
70 per cent production level. The return would be 
still Jess if C&F costs are taken into account as the 
imported wheelsets are cheaper. 

The price of a wheelset manufactured by the WAP 
and to be used in a BOXN wagon has been fixed at 
R s. 30,400 for the year 1985-86. The cost of an 
imported wheelset inclusive of customs duty in 1985-86 
was R s. 15 thousand which is Jess than half of the 
price of wheelset turn'ed out by the WAP. The plan~ 
has not yet tinalised its costing system and, tberefor.e, 
the exact position about costs and economic viability 
is not known. 

9.8 Summing up 

(a) In 1972, the Ministry of Railways (R ailway 
Board) proposed to set up a Wheel and Axle Plant 
to supplement the capacity of the Durgapur Steel 
Plant and the Tata I ron & Steel Company and entered 
into a collaboration agreement with a US firm in 
1974. 

The Project was finally cleared by Government in 
1978 as the Planning Commission desired (1975) a 
re-appraisal of the project in the context of the r ising 
trend of output at Durgapur Steel Plan't. Even 
before that the Ministry of Railways (Railway Board) 
had sanctioned the Project at an estimated cost of 
R s. 38.6 crores. Mainly because of under-estimation 
of costs and changes in the scope of work , the 
estimate had to be revised to R s. 129.65 crores in 
February 1981 ; it was again revised to Rs. 146 crores 
in July 1985. 

(b) Though the Plant was expected to commence · 
production by June i 982, the budget allocations 
durin'g 1981-82 an9 1982-83 were not adequate to 



expedite the completion of the Project. The delay 
in completion of the Project necessitated continued 
import of wheelsets valued at Rs. 79.87 crores upto 
1984-85. 

(c) There was a lack of coordination between th e 
Ra ilways and the Durgapur Steel Plant with the result 
that Durgapur Steel Plant's capacity was not fully 
utilised while at the same time the Railways imported 
wheelsets which could have been made at Durgapur. 

(d) The delay in execution of the Project was 
mostly attributable to "departmental reasons" such 
as delays in finalisation .of drawin~s, issuing decisions, 
etc. Consequently, the WAP Administrat'ion had to 
pay compensation amounting to R s. 78 .70 lakhs to 
the contractors. 

(e) T he Administration had incurred avoidable 
expenditure of R s. 1.74 lakbs in one contract for 
construction of overhead tank. 

(f) The W AP Administration provided for excessive 
number of quarters resulting in avoidable investment 
of R s. 57.55 lakbs. Besides, non-observance of the 
norms prescribed by Railway· Board for plinth area 
enta iled a n additional ex'penditure of Rs. 7.52 lakhs. 

(g) Because of delay in execut1oti of the project, 
producti?n commenced in September 1984 only instead 
of June 1982 envisaged earlier. The targeted pro­
duction of 23,000 axles was expected to be achieved 
in 1986-87. 

(h ) Though tbe location of the Plant at BanO'alore 
"' was based, among other fa ctors, o n assUTances or 

uninterrupted power supply, acute power crisis in the 
area has resulted in' restricted nperation of the electric 
arc furna~ and underutilisation of capacity. T he 
W AP Administration also incurred ayoidable expendi-
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lure oi Rs. 5.61 lakhs on electricity chaq:cs on account 
of incorrecr assessment of maximqm demand and > 
Rs. 77.33 lakhs on irregular payment of sales tax on 
electricity. 

CO Because of inacl.equale supplies from Alloy 
Steel Pla.llt , Durga pur import of 10,000 tonnes of 
blooms costing DM 84.2 lakhs had to be arranged 
during January to J1111e 1986. 

(j) The performance of tile arc furnace was below 
i ts rated capacity as pt:r manufacturer 's specificatio n. 
The WAP had been able to achieve 150 heats only 
per month again <;t the required 200 ·heats per month. 

(k) The percentage of rejections wh ich was as high 
as 58.5 in the initial months is stated to have come 
down' to 18 in February 1986. A permanent solu-
tion to minimise rejections and to establish. quali ty ......._ 
production i~ yet to be ~xplored. 

(I) Contrary to the terms of collaboration agree­
ment, the Administration !lad borne the expenditure 
on ai r fare fo r the visit of one representative of the 
firm. 

(m) fbe collaboration agreement provided for 
payment of royalty at ·5 per cent of the cost of manu­
facture of wheels . According to terms of payment 
the Railways become liable to pay royall'y on escala­
tions also depending upon revision of domestic steel 
prices. 

(n) The P roject Report indicated that the invest­
ment would yield a financial return o[ 40.3 per cent 
adopting larided cost and 27.8 per cent on the basis 
of CTF value of wheels. An assessment made by I 
Wb ~ in

1
Mp arch_ 1986, however, showed that on the _ 

as1s of C prices the return would be 5.2 per cent 
only at full production level. . 

" 



CHAPTER III 

PERFORMANCE OF NORTH EASTERN AND 
NORTHEAST FRONTIER RAILWAYS 

i 0 North Easteni and Northeast Frontier Railways­
Review of performance with reference to goods 
and passenger traffic 

I 0 .1 I ntrod uct ion 

The North Eastern and Northeast Frontier Railways 
serve the States of Uttar Pradesh, Bihar, North Bengal, 
Assam, Arunachal Pradesh and other Northeast Fron- , 
tier States. The main line from Lucknow Junction 
station of North Eastern Railway to Tinsukia serve as 
life line for the Northeast Frontier States. The originat-

; ing goods traJJic on these two · Railways are mainly 
food grains, oil seeds, sugarcane, sugar, iute, forest 
and allied products, timber, bamboos, Petroleum and 
other lubricants (POL), Pcrtilisers, coal, dolomite, 
stone, tea etc. As major portion of the regions served 
by Northeast Frontier Railway is deficient in essen­
tial commodities like food grains, cement, steel, salt 
and other consumer goods, these are carried by these 
two railways from long distances. Keeping in view 
the above aspect and to facHitate proper development 
of the area, the Ministry of Railways gave 6 per cent 
concession in freight from 1981-82 on all goods traffic 
booked to Northeast Frontier destinations. 

I. North Eastern Railway Traffic 

J. (a) Originating Goods Revenue (in million tonnes) 
(b) Net tonne Km. (in millions). 
(c) Originating passenger (in millions) 

2. Revenue Receipts* . 

3. Revenue Expenditure* 

4. Deficit* . 
5. Operating ratio (percent) 

Jf. Northeast Frontier Railway Traffic 

I. (a) Originating Goods Revenue (in million tonnes) 

(b) Net tonne kms. (in millions) 
(c) Originating Passenger (in millions) 

2. Revenue Receipts* 

3. Revenue Expenditure* 

4. Deficit* . 

5. Operating ratio (percent) 
(*Rupees in crores) 

29 

10.2 A review of the performance of these Railways 
with reference to the goods and passenger tral::tic. 
carr.ied during the period from 1981-82 to 1985-86 
.r.evealed that though the earnings had increased mainly 
due to upward revision of fares and freight, the quan­
tum traffic carried had generally been falling down or 
had remained more or less at the same level. On the 
other hand the working expenses had been dispropor­
tionately increasing ye~r after year resulting in con­
tinuous deterioration of the operating ratio (per­
centage of working expenses to earnings or amount 
spent to earn a rupee) as mentioned in the succeeding· 
paragraphs :-

10.3 Performance 

( 1) Prior to 1980-81, these two Railways were 

having metre gauge (MG) excepting few 
·patches covering a total distance of 815.31 
route kms. out of 8748.94 route kms. The 

performance of these two Railways during 
the period of four years from 1977-78 to 
1980-81 are indicated below :-

1977_7g. 1978-79 1979- 80 1980-81 

5.0 5.0 4.3 4.0 
4011 3868 3781 3769 

190 187 176 162 
87.64 88.88 94 .57 95.14 

101.32 106.22 119.77 139.04 
13.68 17.34 25 .20 43.90 

11 5 119 12.6 .145 

3.8 3.2 3.0 2.5 
4012 3577 3378 3106 
50.4 53.4 54.7 55.2 

64.75 65. 72 64.44 67 .50 
91 . 73 96.26 101. 67 121.90 
26.98 30 .54 37.23 54.40 

142 146 158 181 



SI. 
No. 

(2) The main line from Lucknow junction 
(North Eastern R ailway) to Guwahati 
(Northeast Frontier Railway) was converted 
into Broad gauge in phases between July 
1981 and October 1984 as mentioned below: 

Section Route Cost of o pened for 
Km. conversion BG traffic 

· Rs. in crores from 
' 1. From Barabanki to 

Samastipur 587 131.00 July 1981 
2. From Bara uui junc-

ti on to Katihar 
Junction . 182 51.50 October 

1984 
3. From New Bongai-

gaon to Guwahati 164 86.93 April 1984 
4. From Lucknow jun-

ction to Barabanki 20 3.41 JaAuary 
1984 

Total 953 272.84 

(Sections between Samastipur and Baraum Junc­
tion, Kumedpur (near Katihar) and New 
Bongaigaon were already having BG line) 

(3) The main objectives expected to be achieved 
with the completion of these projects were : 

( i) Economy in the cost of broad gauge 
operation; 

30 

1978- 79 

I. Nort h Eastern Railway 

1. Traffic 

(a) Originating goods Revenue (in million tonnes) 

(b) Net tonne kms. (in millions) 

(c) Originating passenger (in milliot1s) 

2. Revenue Receipts* 

3. Revenue Expenditure* 

4. Deficit* 

5. Operatini: ratio (percent) 

11. Northeast Frontier Railway 

1. Traffic 

(a) Originating goods Revenue (in million tonnes) 

(b) Net tonne Kms. (in millions) 

(c) Originating passengers (in millions) 

2. Revenue Receipts• 

3 .. Revenue Expenditure* 

4. Deficit* 

5. Operating ratio (per cent) 

(*Rupees in crores) 

5 

3868 

187 

88.88 

106.22 

17.34 

119 

3.2 

3577 

53.4 

65.72 

96.26 

30.54 
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(ii) reduction in the cost of operation at the 
break of gauge transhipment points at 
Lucknow junction, Barabanki, Mandua- >­
<lib, Garhara, New Jalpaiguri and New 
Bongaigaon; 

(iii) detention of wagons at transhipment points 
would be minimised; 

(iv) investment for increasing line capacity of 
metre gauge Jine/transhiprnent poinrs to 
cope with anticipated traffic would be 
avoided; 

(v) traffic would be speeded up d~e to higher 
speed of broad gauge trains; and 

(vi) more traffic would be attracted as a re~lt 
of elimination of transhipment. 

( 4) The fact that the above ob jectives did not, 
by and large, materialise upto the end of 

' 1982-83 in Barabanki-Samastipur section 
(Qpened for traffic by July 1981) had been 
mentioned in paragraph 2.5 of the R eport 
of the Comptroller and Auditor General 
of India for the year 1983-84-Union Gov­
ernment (Railways) . 

10.4 The results of the working of tbe two Rail-
ways during the years 1978-79 and 1981-82 to 
1985-86 are indicated below : 

1981-82 1982- 83 1983-84 1984-85 1985-86 

3.4 4.2 3.7 3.2 3.76 
3136 4428 4136 ' 650 5135 
163 140 143 148 158 

105.56 141.18 148. 13 154.19 193.91 
165.40 211.81 259.24 291.52 325 . 14 
59.84 70.63 l l l.ll 137. 33 131. 23 

156 149 174 187 167 

3.5 4.1 4.0 4.0 4.56 
3740 4218 3873 3784 4597 

59 53.9 35 30 36. 31 

90 .45 116. 76 122.99 121.43 145.30 

160.13 188.98 226.78 253.90 284.48 

69.68 72.22 103.79 132.47 139.18 

177 162 184 209 196 

" 



10.5 While on Nortbe:ist Frontier R ailway there 
was an improvement in goods traffic (originating) 

./ during the years 1982-83 to 1985-86 as compared 
with the year 1978-79, the originating traffic on 
North Eastern Railway had fallen from the level 
achieved in 1978-79. As regards passenger traffic there 
had been a steep fall on the Northeast Frontier Railway 
during each of the yc3rs 1983-84 and 1985-86; the 
North Eastern Railway, however, started picking up 
passenger traffic from the year 1983-84 after it steeply 
fell down during the years 1981-82 and J 982-83 as 
compared with 1978-79. The revenue receipts and 
expenditure had been increasing year a(ter year but 
the former did not keep pace with latter resulting in 
net deficits which had been incr.easing every year. 

10.6 Analysis of the reasons for fall in goods traffic 

A. NORTH EASTERN RAILWAY 

The originating revenue earning traffic of North East­
ern Railway was 3.2 mi)}jon tonnes in 1984-85 and 3 ._76 
million tonnes in 1985-86 as against 5 million tonnes 
in 1978-79. In terms of net tonne kilometres also the 
revenue earning traffic was 3650 million:; in 1984-85 
as compared with 3868 millions in 1978-79. It, how­
ever, picked up to 5135 millions in 1985-86. During 
the s;ame period the originating goods traffic (revenue 
ea rning) of all Railways moved up from 199.6 millions 
tonnes to 258.14 million tonnes as a result of adop­
tion of certain modern operating innovations such as 
running of block rakes/ jumbo rakes for bulk move­
ment of commodities like coal, food grains, cement, 
fertilisers, POL products, etc. But the loading of some 
of the principal commodities declined on North Eas­
tern Railway after the conversion of its main line to 
BG as could be seen from the table below : 

10. 7 D etails of origina ting loading, commodity­
wise : 

(ln thous'\nd tonne,) 

Commodities 1980-81 1984-85 1985-86 

I. Sugar Cane 817 651 903 . l 
2. Sugar 374 381 252 
3. Foodgrains 832 702 986 
4. Oil seeds 29 7 7 .5 
5. Firewood 129 27 31 
6. Timber 24? 121 123 
7. (a) Jute Raw 61 19 24 

(b) Jute mariuracturcd 33 II 8.8 
8. Stone 494 305 378.2 
9. Fertilizers 148 115 129.7 
10. Other commodities 895 833 904.9 

Total (originating 
goods tra ffic) 4061 3 1 8~ 3748 .2 

-------
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l 0.8 The decline in goods traffic was attributable to 
the following factors :-

( i) Out of 22 MG sidings catering lo the traffic 
of sugar and Jute Mills, Fertil iser 
Corporation of India and Indian 
Oil Corporation on t11e converted 
BG route (Cbapra to Malhaur sections) 
only 12 sidings were converted into BG and 
opened for traffic on different elates duriag 
the period 1982-83 to 1984-85; the re­
maining 10· sidings were not converted as 
the parties were not willing to undertake 
the conversion of the sidings and bear the 
cost of transfer lines, etc. Consequently, 
part of the trafftc in sugar and 'jute was 
diverted to road after 1980-81. 

(i i) In F ebruary 1982, the Railway Board 
notified 18 stations of North Easrern Railway 
for handling biock rakes and jumbo rakes, 
but adequate fongth of Joups and other 
loading/ unloading facilities to hand!~ full 
block/ jumbo rakes were not available at 
six imporrant terminals namely Gonda, Basti, 
H ajipur, Narayanpur Anant, Samastipur and 
Barauni. This resulted in heavy detention 
of loads. At Samastipur alone, the average 
detention of ::r rake consisting of 70 wagons 
was assessed at 77 hours against the anti­
cipated detention of 24 hours. For wanr 
of adequa te space at Samastipur the Railwa~ 
Board approved inclusion of works costing 
Rs. 39.45 lakhs in the Works programme 
for the year 1986-87 fo r creaCing necessary 
facili t ies at the adjacent station, Pitaunjia. 

(iii) After conversion of the main line from Lluck­
now to Barauni junction to BG the rraffic 
originat ing from and/ or terminating at metre 
gauge stat ions had to be carried by alterna­
tive MG route via Kasganj-Mailani-Gonda­
Gorakhpur-Thawe-Chapra which apart from 
being longer . in ce rtain cases, bad to pass 
through several operational con~traints lrke 
stations enroute having only two lines, non­
standard loops, non-interlocked stations, 
speed restrictions due to weak track struc­
ture, revec'sal of engines a t certain stations. 
Works connected with provision of addi­
tional traffic facility, track renewal, im­
proved signalling, etc. , though in cluded in 
the Works P rogrammes of each of the vears 
from 1979-80 to 1982-83 are still in different 
.stages of execution tilJ 1986-87. The non­
execution o( sueb works simultaneously wi th 
the BG conversion works is not only indica­
tive of lack of foresight in planning but has 
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also been adversely affecting the turn round 
of rolling stock, the financial_ effect of which 
bas not so far been assessed. However, the 
figures mentioned in the table below is con­
sidered adequate to give indication of the 
deteriorating position :-

As on 31st March 

1983 
1984 
1985 

Speed Turn Outstand-
restrictions round of i ug regis­
(track kms) MG wagons tratioo (in-
due to poor dents) for 
condition of MG 
MG track wagons 

598 
536 
417 

(days) (in 4-whce­
Jo::r~) 

15 .2 
15.7 
19.6 

610 
3409 
3969 

The originating traffic und~r ' other goods' (high 
rated) bad also fallen down from 2867 thousand , 
tonnes in 1980-81to2281 thousand tonnes in 1984-85 
and 2117 thousand tonnes in 1985.:.86 as would he 
seen from the table below :- -

(ln thousand topnes) 

Commodities 1980-81 1984-85 1985- 86 

I. Provisions 15 5.4 3.9 
2. Jute 94 30. 0 32 .8 
3. Leather 2 0.4 0 .3 
4. Vegetable and edi-

ble oil 20 19.0 4. 9 
5. Cotton 3 0. l 0.9 
6. Sugar 374 381 .0 252 .0 
7. Oil seeds 29 7.0 7.5 
8. Tobacco JO 4.0 4. 0 
9. Balance of other 2318 1834.0 1811 . 0 

goods ---
Total 2865 2280.9 2117 .3 

(iv) It was antiCipated that on corupleuon of con­
version of Barauni-Katihar se.::tion into BG, 
it would serve as part of the Northern trunk 
route and enable the North Eastern Railway 
to carry the entire traffic from the Northern 
and Western Railway.') for Northeast Fron­
uer Railway hitherto moving via Farakka 
thereby resulting in saving of extra haulage 
cost of 200 kms besides providing an alter­
nate cheaper BG route to the saturated 
Kanpur-Mughalsarai, Agra-Tu!!dla, B:ir:nmi­
Chamagram sections of Northern and 
Eastern Railways. As per the Survey R e­
port of the Project, the section was to carry 
daily 11 passenger trains and 4 _o;oods trains 
which was further expected to increase to 
7.5 goods trains. Though this section was 
opened for traffic (BG) in October 1984. 
only seven passenger trains and 3 good · 
trains (each way) were being run against 
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the sec:tional capacity of 18-20 trains each 
way mainly due to shortage of BG locomo­
tives (Diesel) with the Northeast Frontier ~ 
Railway a-nct inadequate secti0n capacity in 
the adjacent section of Northeast Frontier 
Railway viz., Katihar-Kumedpur-New Jalpai­
guri. This section was already over-saturated 
with 100 per cent capacity utilisation in 
1982-83. Besides, the transbipment facilities 
provided at Katihar by Northeast Frontier 
Railway were limited. Consequently, part of 
the food grain rakes booked from Northern 
Railway to Northeast Frontier Railway des­
tinations had to be tra nshipped at Garhara 
and hauled by longer MG route via Barauni, 
Bachhwara, Samastipur, Mansi, Saharsa, 
Purnea to Katihar involving an extra 
haulage of 135 km each way as a regular 
measure since October 1984 without reahsa- ....._ 
tion of any freight for this distance in the 
-:i bsence of bringing the BG-cum-MG longer 
route under 'rationalisation scheme' . The Joss 
of revenue on this account has been assessed 
~t R s. 2.23 crores in respect of only one 
stream of traffic viz., food grains transhipped 
from 19446 BG wagons into 27348 MG 
wagons and carried by longer route during 
November 1984 to June 1986. Jn this con­
nection, it is also significant to mention that 
the haulage of MG goods train by the above 
route caused detention of about 6 hours p er 
goods train due to reversal of engines, con-

• gestion at Samastipur and Saharsa stations, 
etc. In order to avoid such detentions, con­
struction of by-pass lines at Samastipur and 
Saharsa at an estimated cost of Rs. 1.0 L 
crores have been included in the Works 
Programme of 1986-87. 

Certain line capacity works in the adjacent sec­
tion Kumedpur-New Jalpaiguri of Northeast 
Frontier Railway viz. , ( i) provision of 
tokenless block at 52 stations and second 
loop at 12 stations at a cost of Rs. 8.60 
crores and (ii) provision of patch doubling 
between Kumedplur and New Jalpaiguri for 
a length of· 78 .76 km at a cost of Rs. 42.92 
crores were included in the Works Program­
mes of 1984-85 and 1985-86. These works 
have progressed only to the extent of 13 and 
23 per cent by 1985-86. 

10.9 Anticipating the completion of the conversion 
of Barauni-Katihar in Octob~r 1984. the Northeast 
Frontier Railway could have p lanned the execution 
of line capacity works in the Katibar­
Kumedpur and Kumedpur-New Jalpaiguri sections in 



time to synchronise with the opening of the BG route 
/ between Barauni and Katih:ir d'uring 1984-85. Had 

this been done the need of transhipment of food grains 
traffic at Garhara and its haulage by Jonge1: MG 
route to Northeast Frontier R ailway destinations 
woulc.l. have been avoided and economy in opera tion 
as well as advantage to the trade of cheaper freight 
<ind quicker transit would have been achieved . Tt 
is not clea r whether the need of the investment of 
Rs. 1.01 crores on 'bypass lines' at Samastipur and 
Saharsa has b een reviewed by the Railway Board in 
the context of the additional line capacity that would 
be available after the compl etion of the above works. 

10.10 NORTHEAST FRONTIER RAILWAY 

Although there had been steady improvement in 
goods traffic since 1981 -82, the originating traffic in 

,,. high rated commodities under 'other goods' decl ined 
from 12,82 thousand tonnes in 1981-82 to 9,41 
thousand tonnes in 1984-85 and ev~n during 1985-86, 
the tonnage loaded was below the level of 1981 -82 
i .e., only 12,00 thousand tonnes. The following 
fact ors affected the growrh of goods traffic :-

... 

(i) The BG section from Maida: to New Bongai­
gaon had already reached saturation point 
by 1982-83 . Conseq'uent upon the opening 
of BG route from Barauni to Katihar from 
October 1984, the number of passenger 
trains increased which resulted in non-avail­
ability of paths for BG goods trains. 

(ii) Due to unsatisfactory condition of track, speed 
restrictions had to be imoosed. These in­
cre11sed from a total of 383 km in 1981-82 
to 510 km in 1984-85. The speed of goods 
trains (an traction) declined from 22.1 km 
and 14.6 km per hour in BG and MG res­
pectively to 15.3 km and 13.9 km respecti­
vely. The longer transit time, detention of 
wagons enroute and -at tra::is;1ipment points 
(viz. Katihar, New Jalpaigu ri , New Bongai­
gaon) adversely affected the availability of 
wagons for loading as would be seen from 
the table below :-

As on 31st March Turn round of wagons Outstanding regis­
trations (indents) for 
wagons 

BG MG BG MG 

1982. 9.1 17 .3 701 16320 
1983 . 8.3 17 .0 2468 2828 

1984 9.3 19 .3 6101 7794 

1985. 10.9 21. 7 J 1246 611 9 

1986: 8.9 19 .2 11122 1906 
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(iii) A rationalisation order was iss'ued by the R ail­
way Board in A'ugust 1983 for regulating 
the movement of traffic meant for Northeast 
area by the longer all MG route instead or 
by shorter BG-cum-MG route. 1t ~iipulated 
that all goods traffic except edible oil and 
fragile goods from MG station situated within 
25 km of BG / MG (dual gauge) st1t.ions of 
North-Eastern/ Northeast Frontier Railways 
shall be booked from the nearest BG goods 
shed. As a result, wh ile the MG traffic origi­
nating from station:; situated beyond 25 km 
(to MG destinations) had to bear l1igher 
incidence of freight , the traffic from MG 
stations withfo 25 km reach was booked by 
the BG-cum-MG route and subjected to 
transbipment involving transit delays and 
losses enroute. The lead of traffic of 'other 
goods' which include high rated commodi­
ties like tea, jute, oilseeds, etc. increased 
from an average of 121 6 km in 1981 -82 to 
1859 kms in 1984-85. Th is not only caused 
increased freight burden to trade but also 
resulted in more transit time. Although the 
production of these commodities increased, 
the tonnage carried by rail from Northeast 
Frontier Railway declined as mentioned 
below:-

I. Tea 

([a thousand tonnes) 

Deta ils of traffic offered Total production in 
for rai l transport the coun try 

1981 - 82 1984-85 1981-82 1984-85 

38 18 
2. Jute (Raw and 

552 643 

manufactured. 136 23 J291 1436 

. Movement of these commodities by road had ob­
viously. bec?m~ more competitive vis-a-vis rai l afte r 
the rationalisation order in 1981-82. 

10.11 Analysis of the reasons for fall 
traffic 

in passenger 

An ~nalysis of the origi11ating passenger traffic under 
t~e d:er~nt classes of travel on BG and MG sec­
t10ns sc osed that the fall in traffic was mainly under 
second class on metre gauge sections and ranged bet­
ween 20.9 and 43.4 per cent as compared to 1978-79 
The increase in passenger traffic under broad gaug~ 
was not enough to offset the fall in tratlic. 

The North Eastern Railway Administration attri-
buted the decline in passenger traffic to t11e · . . COffillllS-
SJOlllng of ~aha.tma Gandhi Sethu linking H ajipur and 
Patna -and hike 111 passenger fares from l st April 1982. 
The Northeast Frontier Railway Administration had 



attributed (July 1986) the decline in passenger traffic 
mainly to rise in the minimum train fare and increase 
in (rcqucncy o( bus services in competitive routes 
charging less fa re than rail fare which resulted in diver­
sion of short lead traffic ranging between 1 km and 
250 kms. 1be reasons for con tinuous decline in tbe 
number of originating pa~sengers on both the R ail­
ways froin J 981-82 and onwards have not been in­
vestigated and remedial measures taken lo rer.tore 
traffic at least to the level of 1978-79 and 1981-82. 
Sune factors which contributed to the decline are 
mentioned below : 

(a) Increasing incidence of ticketless travellin~ 

as shown below : -

11)80-81 

North Eastern Railway 
t . No. of checks 

conducted 8910 
2. No. of persons 

detected travel· 
ling without ti­
ckets or with im-
proper tickets 

Northeast Frontier 
Railway 
I. No. of checks 

109760 

conducted 15659 
2. No. of persons 

detected travel­
ling without 
tickets or with 
improper tickets 64336 

1981-82 1984-85 1985-86 

110 ~2 22081 42091 

144713 26I276 296174 

15838 11526 11645 

82538 11 3282 141264 

In spi te of constant increase in tickctless travel, 112 
sa nctioned posts of Travelling ticket examiners and 
T icket collectors on North Eastern Railway ~rnd 81 
such posts on Northeast Frontier R ailway had been 
lying vacan t for over 8 years. Besides, N oi:th Eastern 
R ailway regui~ed 480 additional posts .of TTEs/TCs 
to man the sleeper coaches of passenger iexPress trains 
added after the gauge conversion in 198~ -82. Due to 
non-sanction of posts, the existing TTEs had to be 
diverted to these coaches at the cost of ticket check­
ing operation in other train services. The Northeast 
Frontier Railway Administration repor.ted to the R ail­
way Board as early as March 1 Q83 that the measure : 
adopted so far to curb the tendency of ticketless 
travel had not been effective mainly on account of 
inadequacy of the ticket checking staff. This Railway 
has not so far been able to implement the target of 
15 per cent extra ticket checking in trains as fixed 
at the Conference of the Chief Commercial Superin­
tendents in April 1982. The Nort!Jeast Fro;itier 
Railway had also brought to the no•ke of R ailway 
Board (July 1984) that the · cost per month of a 
1TE was R s. 1800 approximntely against his average 
monthly earning of R s. 2625. 

34 

(b) Drop in the window sales of ticket also contri­
buted towards fall in earnings. It is significant to men­
tion that whenever extra ticket checking was resorted 
to in certain sections the window sales of tickets 
jumped up for short durations. 

(c) A tes t ch~ck at only 5 stations during the per­
iod froin July 1981 to December 1982 revealed >horl 
realisation of passenger fares to the tune of Rs. 1.'37 
Jakhs due to n')n-obscrvanc,; 0f correct distances of 
charg.!s on account of conv1:r~ion of MG into BO 

on the trunk route of North Eastern ?..ailway. 
10.12 Slimming up 

fi) Though the earnings of hitb the Raihvays 
increased mainly due to upward revision nf 
!are-,; and freight, the quan tum of traffic 

carried had generally been declining or it 
remained more or less at the same ievd. 
On the other hand, the working expen~es cf 
both these Railways had increased d ispro­
portionatdy year aftt"r year resulting in con­
tinous deterioration of their opcratin1,! ratios 
[Para 10.3 (i)]. 

(ii) The main objective· o .pected to be achic:wd 
with the completion of BG conversion pr.:>­
jects at an estimated cost of about R s. 273 
crorcs viz., economy in 1 he cost of opera­

tion at transhipment points and detention 
of wagons at such points, speeding up of the 
traffic, have not so far been achieved. While 
the originating traffic of &11 Indian Rail-
\\ ays increased from 199 mj}lion tonnes to 

258. 14 million tonnes between J 978-79 and 
1985-86, it decreased from 5 million ton­

nes in 1978-79 to 3.76 minion tonnes in 
1985-86 on North Eastnn Railway [Para 
10.3(2), (3) and (4)). 

(iii) The decline in goods t ralJ1c c,n North Eastern 
Railway is mainly attr ibutable to : 

(a) diversion of Lratnc (.Jute, Sugar and Si1£ar­
. caae) from sidings at l 0 sta tions on the 
converted BG main Line due to non-con­
version of the existing. MG sidings [Para 
10.8 (i)J. 

(b) inadequate handling fac·,?ities a t 18 sta­
tions to receive full length rakes causing 

detention to wagons LPara 10.8 ( ii) J. 

(c) after conversion of main line from Luck-
now to Barauni junction, the traffic 
ml~ant for metre giwge stati'0ns on NPrth 
Eastern and Northeast-Frontier Raih\ays 
were to be carried by alternative MG 
route; but the cx•~cui iun of line capacity, 



,.. 

track renewals and improved signalling 
works on such rouks to cope with such 
traffic was not t<iken up simultaneously: 
this is not only indicativt" of lack of pro­
per planning but has/ had adversely affec­
ted the speed ant.I turn round of MG rol­

ling. stock, [Para 10.8(iii)]. 

l':!) against chartered capacity of 18-20" traii1s 
each way on BG route between Barauni 
and Katihar only 7 passenger and 3 gotH.ls 
trains (cacn way) were b.eing run. This is 
mainl'f because of i:rndequate sect !on al 
capacity in the adjacent st?ction (Katihar­
Kumedpur-Ncw- J alp::tiguri); 

(e) delays in execution of line oap~city works 
in the Katihur-Ncw falpaiguri BG ~.:c-­
tion hact necessitated 1rnnshipment of 
19,446 BG wagons i:arrying food gr:iim 
to Northeast area in 27,348 MG wagons 
during November 1984 to June 1986 at 
Garhara resulting in Joss (Rs. 2.23 crn­
res) due to extra haulage; 

~f) in order to avoid abnormal detenti~in ,1f 
- MG load rakes construction of by-pass 

line (MG) at Sama!:tipur. and Saharsu at 
an estimated cos t· ct R :;. l.01. crores ha•.I 
been included in the Wcrks Progr_amrne 

1986-87. It is not clear whether the 
need for this huge investment had/has • 
been reviewed in view. of additional line· 
capacity works alrtady in progress i~ 

BG section between Katihac and·· New 
Jalpaiguri [P.ara 10.8 !iv)]. 

(iv) On the Northea~t Frontier Railway, tf1e ori­
ginating trafl:c in high rated commodities 

S/ 28 . C&AG / 87-6 

35 

declined from 12,82 thousand tonnes in · 
1981-82 tc 9,4 1 i. hou~and tonnes c..luring 
1984-85. The fall is mainly attributable to 
the diversion of this t raffic to road [-Para 
10.10 (i) & (i( ,J. 

(v) The originating passenge r :raffic, b0th BG 
a nd MG talien i.ogethcr, dedined in 1984-85 
by 20.9 and 43A· per cent on the Norlh 
Eastern and Northc:i ~.t-f- rontier Railways 
respectively as ompare< ~ to J.978-79. This· 
was mainly due to increa~iug incidence of 
tickctless travelling, drop in window sales 
of tickets . absencG of regular ticket check­
ing for want of ac..lc::unte ticket ch"cking 
Uaff, etc. LPara 10.11 (a) fuJ & (C)J. 

(vi) The tum round of MG wagons has continu­
ously deteriorakd en these Railways duG to 

imposition of speed restrictions on account 
of poor condition of track. It rose from 
15.2 days in 1983 to JCJ.6 days in 1985 
on North Eastern Railway and from L6.S 
days to 21.7 days on Northeast F rontier 
Railway during the corresponding periad . 
Consequently, on North Eastern Railway 
the outstanding r ::gistralkns increru;ed from 
610 (as 011 31 March 1983) to 3969 (as 
on 3 r March , 986). Hcwcver, OQJ North·· 

east Frontier R ailway such outstandings de­
creased but those for BG• wagons 'increased 
from 2,468 (as on 31 March 1983) to 
Jll ,122 (as on 31 M arch 198'6); the reduc­
tion in outstanding registrati'on of l\·fG wa­
gons is mainly attributact.'! to the deploy- -
ment of more MG wagons and also diver­
sion of some of the o riginat ing traffic from 
MGIMG-cum-BG mules to erutire IlG rou-
tes. [Para 10.9 (iii)]. . 

• 



CHAiPTER IV 

WORKS 

11. South Central Railway-Construction of a new 
broad gauge line from Manickgarh to Ch:mdur 

11.l In May 1978, the Maharashtra State Indus­
trial and Investment Corporation, Bombay, suggested 
to the Railways the construction of a broad gauge 
railway line from Manickgarh to . Chandur for movc-
11-:ent of cement from five cemenr plants proposed to 
be set up in the area. A preliminary investigation 
carried o ut by the Railway in November 1978 revealed 
that based on a projected movement of 2.5 millton 
tonnes, the line expected to cost R s. 6.9 crores w0uld 
be unremunerative, yielding a return of 2.11 per.cent 
(conventional method). The Ministry of Railways 
(Railway Board) , therefore, proposed that the line 
could be taken up on deposit terms, the cost being 
shared by the Cement Plants. However the Ministry of 
Industry opined tbat if the line did not come up, it 
would no t be _possible at all to put up rhe cement 
plants and the target for cement production during 
the Vll'h Plan could not be reached. The Ministry of 
Industry sug~sted that the line should be constructed 
at R ailway's cost. 

11.2 Accordingly, in February 1979, the Ministry 
of Railways (Railway Board) approved the construc­
tion of a new broad gauge line (28.6 kms) from 
Manickgarh to Chandur. Priority was accorded for 
the work and an urgency certificate was sanctioned 
in January 1981. Subsequenrly, in January 1982, an 
estimate for Rs. 7.26 crores was sanctioned . 

11.3 Though, initially in May 1978 the proposal 
was for setting up 5 cement plants in the region by 
J981 , only two parties came up with firm pro­
posals to establish cement factories of one million 
tonne capacity each. Work on the line commenced in 
April 1981 and was scheduled to be completed by 
April 1984 keeping' in view the prospective commis­
sioning of the two cement plants. The Jine was actual­
ly completed and opened to traffi(; in March 1985. 
T he expenditure incurred up to November 1986 was 
Rs. · 10.39 crores. A revised estimate for R s. I 0. 14 
crores is st ill under process. 

11.4 In the estimate sanctioned in J anuary 1982 
the Ra ilway Administration a~essed that the project 
would be remunerative yielding a retmn of 10.8 per 
cent (d iscounted cash fl.ow method) on the estimated 
cost of Rs. 7.26 crores on a projected traffic of 1.05 
mi ll ion tonnes. 

11.5 Only one cement factory has so far been sei· 
up which commenced production from October 1983 
a nd the second one was under construction (Decem­
ber 1986). As four out of five c.ement factories have 
not come up so far, t"he prospect of achieving the 
projected traffic is bleak. 

11.6 Prior to the completion of the line between 
Chandur and Manickgarh. cement was being moved 
from the above cement _factory by :road upto Maiiick~ 
garh for onward despatch by rail. After the line was 
opened in March 1985, the tn..ffic offering during 
l 985-86 was as follows : 

At Manickgarh station 

(In lak h tonnes) 

2.17 

At Firm's siding served by Chandur Station 1.24 

TOTAL 3. 41 

11. 7 A major portion of the traffic continued to 
move directly from Manickgarh and the new line bet­
ween C bandur and Manickgarh remained underuti­
lised. 

11.8 The Administration had informed the R ail­
way Board in December 1980, that the final location 
survey had been completed before the sanct:ion of 
urgency certificate, but in reply to an audit note the 
Administration stated in January 1986 that for want 
of adequate time only preliminary engineering sur­
vey had been conducted to arrive at ·an approximate 
cost of the work and that final location survey was 
undertaken concurrently with the exec.uti<m of work. ' 
Consequently! several changes/modifications such as 
ra ising the alignment in Reach II, revising the designs 
and foundation s of major bridges, increasing the scope 
of. certain works and provision of additional items, 
etc. beca me necessary. All these factors along with 
price ~scalation contributed to the increase in the 
cost of work from R s. 7.26 crores to R s. 10.14 crore s. 
Besides, a test review of the execution of the work 
revealed that the Administration had to incur extra 
expenditure of R s. 21.66 lakhs as brought out in the 
succeeding paragraphs. 

_(i) R eduction in the height of -embankment in 
R eaches VJ and VU 

While the work was in progress it became apparent 
that the quantity of earthwork in embankment from 
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borrow pits in Reach VJI would exceed the contract­
ed quant'ity beyond the limit o[ 25 percent. The Rail­
way Administration decided in Februarv 1983 that 
the height of the embankment between chainagcs 
21 000 to 25 526 (in reaches VI and Vll) should be , ) 

reduced. This · change resulted it. rendering infruct:uous 
expenditure of Rs. 0.93 lakh ulre~dy incurred on 
earthwork measuring 1200 cum in Reach YI and 
17,100 cum in Reach VII.. Thi~ change also resulted 
in an extra expenditure of Rs. 1.96 Jakhs on dressing 
t~ top surface and side slopes of the embankment 

work already done. 

( ii ) Formation of embankment: with contractor's 
earth instead of earth from borrow pits in 
Railway land 

As per ther contract awarded in May 198 1 for 
earthwork in Reach VII' the embankment between 
chainacres 24000 and 24700 was to be formed with 
contra~tor's earth. In August 1981, it was decided 
by the Admin'istration that the bank could be formed 
with borrow pit earth instead or contractor's earth 
since the bank was not very high. This decision was 
not implemented as the contractor represented that 
he had already engaged transp ;~ rt :rnd labour for t l~~ 
work. Consequently, work was completed with 
contractor's <:arth. The failure of the Administration 
to provide in the contract that Railway's earth 
should be used resulted in an avoidable expenditure 

of Rs. 3 .03 lakhs. 

(iii) Variation in quantities of work 

In 4 contracts for earthwork in Reaches II, III, 
IV & VI the quantities were increased after the award 
of con'tracts. The increases ranged between 70 and 
246 percen~ and were attributed to changes in aiign­
ment, inadequate collection of data during survey, in­
crease in the number of bridges etc. T he R ailway 
Administration negotiated the rates with the con'trac­
tors for the quantities exceeding 25 percent of the 
originally contracted quantities and paid higher 
rates ranging from 33 to 480 percent. The extra ex­
penditure on account of variation in quantities, in 
excess of the 25 percent, worked out to Rs. 13. 77 
lakhs. 

The R ailway Administration stated (J anuary 1986) 
that norn1ally during execution of work some var­
iation's occur owing to site conditions, strata of soil, 
etc. 

( iv) Incorrect fixation of rates for R CC works 

T he contracts for ear th wbrk and· bridges in R ea­
ches II, V and VI provided for RCC work with 1 :2:4 
mi x at the rate o[ R s. 250,' Rs. 180 and R s. 200 per 
cum. respect ively. Due to technical considerations sub­
sequently it became necessary to hav~ RCC work 
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done wi th 1: 1t:3 mix for which rates, had to be nego­
tiated. · The negotiated rates per cum were Rs. 308 
for R each II, R s. 670 for R each V and Rs. 610 for 
Reach VI. The eha11ge in mix did not involve any 
increase in the quantity of sand or stone to be sup­
plied by the contractor. Steel and cement required 
for the work being supplied by the Railway to the 
contractor free of cost, the fixation of higher rnte 
was incorrect and resulted in an extra expenditure 
of Rs. 1.97 lakhs. 

12. Central Railway-Apta-Roha Rail Project 

12.1 The construction of a new Broad Gauge rail 
line between Apta and Roha (61.7 kms) was sanc­
tioned in· May 1978 by the Ministry of Railways 
(Railway Board) on an urgency certificate. In De­
cember 1978, a project estimate for Rs. 11.19 cro­
res was sanctioned. The work was to be executed 
in three phases. The firs t phase from Apt:r to Pen 

! (20.4 kms.) was ·expected to be completed in two 
years b y D ecember 1980 to serve the Thal-Va ishet 
Fertiliser Project, the second phase from P eF>- to 
Nagothane (26.9 kms) by 1981 and the third p)1ase 
from Nagothan~ to Roha \ 14.4 k1-:is.} by December 
1982. The work w'<ls commenced in September 1978. 

12.2 T he first phase of the project, between 
Apta-Pen was completed an'd opened to traffic in 
February 1983; the section between Pen-N agothane 
was made ready for goods traffic by March 1985 and 
that up to R oha was completed and opened to tra­
ffic in- May 1986. 

12.3 A revised estimate was prepared in Novem­
ber 1982 for R s. 21.53 crores and was sanctioned 
by the R ailway Board in February 1984. The work 
is now (September 1986) expected to cost R s. 25.07 
crores. 

12.4 T he following points can-.e to notice in the 
course of a test review of the execution of the pro­
ject. 

1. Use of first class permanent way material 

The E ngineering R econnaissance-cum-Traffic Sur­
vey conducted in 1972 estimated that traffic pros­
pects of Diva-Roha would be of the order of two 
passenger trains and 0.5 goods train per day. How­
ever, a Railway siding (28.8 kms) con'structed on de­
posit term s for R ashtriya Chemicals and Fertilizers Ltd. 
and opened for goods traffic in October 1984 radi­
cally altered the traffic prospect> and goods traffic of 
the order of 8 trains per day was expected on Apta­
Pen section'. Based on these assumptions, utilisa­
tion of first class permanent way material was just i­
fied uplo Pen only. As the section beyond Pen was 
assessed to be unremunerative the alternative of 



using less oxp ensive rails, sleepers and track_ fiitio~s 
should have been explored as was done m Katm­
Singrauli section of the Central Railw~y. This :vas 
not done and more expensive 52 kg. rails and .fittmgs 
were used. The extra ~xpenditure amounted to 
Rs. 183 lakhs, at the cost of R s. 4.41 lakhs per km. 

The Railway Administration .stated in July 1986 
that Apta-Roha rail project being part of West 

-Coast Rail link from Manga!ore to Bombay would 
have a speed potential of . 100 km per hour and, 
therefore, use of Class I , 52 kg. rails on Pen-Roha 
Section was justified. 

It is. h owever, to be ment ioned that in October 
1979 the Railway Board had decided that the exten­
sion of the rail link beyond R oba would not be con­
sidered; the Survey of the rail link from Mangalore 
to Bombay has not so far (December 1986) heen 
sanctioned . The use of Class I materials for the 
unremunernt ive portion of the line involving additional 
expenditure of R s. 18~ lakhs, therefure, lacked full 
justification. 

2. Quantity variation in tender schedules 

An analysis in ·audit of 19 contracts for earthwolik, 
e tc., aw·:uded for the project showed that quantities 
had increased over the original contracted quantities 
by 36 to 50 per cent in 6 contracts, 51 to 100 per cent 
in an·other 6 contracts, 101 to 400 per cent in 3 con­
tracts and above 400 per cent in 4 contrncts mainly 
oTJ earthwork in bank and cutting, foundations, etc. 
P :?ragrap h 1268 of the India n Raiway Code fo r the 
E ngineeung D epartment lays down th at if variati\tn 
in quantity of work contracted for exceeds 25 per cent 
the 'Railway Administration ::ho uld immediately ex­
amine whether it is p racticable to bring in a new '::lgency 
to carry nut the extra quantity of work keepmg in 
view the progress of the W•)rk 011 t i1c original c<•ntract 
and if such a course is not practicable, negotiation 
should be carried out with the c:<isung contractor for 
arriving al a reasonable rate for the additiona l" quan­
tities of work. However, in all these cases neg.1~iations 
were carried oul only after execution of additional 
quantities of work. The negotiated rates were higher 
by 15 to 300 per cent than the original rates result­
ing in ::t'l additional expenditure of R s. 10.24 lakhs. 

The Railway Administration !.lated in July 1986, 
that complete data was not available with the Rail ­
ways and the original estimates had been prepared on 
certµin assumptions. The variation in quanticies of 
earthwork beyond 25 per cent was mainly llue. to 
change in al ignment and that the ncgctiated rat~s wae 
not higher but were comparable to ra tes prevailing at 
the time when the excess quantities were actually ex­
ecuted. 1 he Railway Administrat ion's plea having not 

been support~d by relevant data, it has not be~n pos­
sible tu verity the above position. 

3. Acceptance of through rates for earthwork 

In 1972, the Conference of Chitf Engin~ers decided 
that separate rates for schec!uk d items viz., (a) soil 
(b) rock not requiring blasting (R NRB) and (c) rock 

. requmng blasting (RRB) should be insisted . 
upon · and through rate giving a w1iform rate for 

• all types of soil should not be acceph:d. In contrJvcn­
tion of that decision a nd in disr·•p,ard of the h~nder 
condition which required the tenderers to quote sef>a­
rate ratl!s for different classification-.:: of earth'-"mrk, 
through rates were accepted iu 7 major contracts. The 
rates and quantity profile was analy~t:d and the fel­
lowing aspects emerged : 

(a) In March 1980 c...untracts were entered into with 
contractor 'A' for sections 'XII, :\!H an·d XVIII. 
ltemwise rates ·for earlh\vork in all soils at the rate "" 
of Rs. 100 p er 10 cum, RNRB at the rate of Rs. 20t> 
per 10 cum and RRB at the rak of R s. 330 pt:r 
I 0 cum ·were accepted for sections Xlf and XIII. A 
through rate 'Of R s. 275 per 10 cum was <iccepted for 
Section XV III. H owever, in actual execution the 
composition was 90 per cent soi ls and 10 per cent 
rock. ·The extra expenditure on account of acceptance 
of through rates instead ·of item-wise rates amot,mted 
to Rs. 0.85 lakb. 

(b) Notwithstanding the tc:ndcr condition refocred 
to above, .tenderers for Sections Ill, liIA, IX, X f aorl 
XlX quoted through rates for soils. RNRB a11d RRB 
--which were accepted. Io these 5cctions the actual 
quantities of earthwork under d ifferent classifications 
varied widely from the tender schedules as shown 
below :-

(Figures in Cu m.) 

Soil RNRB RRB 
·Section 

Sc he- Actual Se he- Actual Sc he- Actual 
du led du led du led 

quantities quantities quantities 

ill 8300 9130 l 1800 6220 20600 18074 

lliA 5600 5464 7300 1567 5J00 4345 

IX 600 1620 500 88 500 484 

XJ LOOO 970 1000 650 4000 460 

XJX 400 310 200 100 

The actual quantities under RNRB and RRB were 
less than the scheduled quantities by 3 per cent to 
] 00 per cent with corresponding incr~1se in soils. T he 
acceptance of through rates in t hcsc section s, there­
fore . was net in t he in tl!rcst of the Railways and had 
resu lted in additional expcnuitur:: nf R s. 2.14 Jakh s. 
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The Railway Administration ~tated in July 1986 
that it was not possible to assess the exact quantities 
of cutting under different classifications at the tender 

stag<. 

It is, lioweve_r, co be mentioned that the acceptance 
of through rates was not jusificd l .ecping in view the 
variations likely to occur under different classifications. 

4. Utilisation of cut spoils. 

As per contract for section JI the cut spoils 
w . .:,re to be utilised for earthwork in embankment. The 
actual quantity of cut spoils available was 23,008 
cum, but onlv a quantity of 7,533 cum was utiliseLl 
in embankul\!nt and as guide bund. Instead ot utilis­
ing balance quantity ( 15,4 75 cum) uf cut spoils also 
for forma1.ion in bank, the Railway Administration 
increased , correspondingly, the quan.1ity of contrac · 
tor's earth resulting i~ addi\ional expenditure of 
Rs. 2.78 Jak.hs. The Administration ~t ated in July 
1986 that the add itional expenditure by way of con­
tactor's soil used in embankment was unavoidable as 
the cut spoils from rock r equi ring blasting could not 
be led int,) the embankment. 

lb) In s~ction V, the quantity •af cut spoiis avail­
able for kadiog ·to bank for its forma1ion was 27,?.03 
cum, but the actual quantity Jed wa~ 9266 cum. Ac­
cording to the Railway Administration out of the bal­
ance quantity of 17,937 cum, cut spoils measuring 
3,129 cum was used as packing material during link­
ing of the section, 124 cum -.vHs not fit for use anti 
the balance quantity of 14,684 cum could not b1~ kt! 
le bank. Th e non-leading of cut Sp'Oils measuring 
14 ,684 cum for bank form at ion resulled in an addi­
tional t>xpenditun.: of R s. 1.84 Jukh·s due to corrc~­
ponding increase in tho- qua;i1i ty of contractor·s e~irth 
fer forming bank. 

The Railway Administrntion srated (July 1986 that 
cut spoils not led for bank formati0n would be used 
iater 011 fC'r breaking inro ballast. 

5. Excessiv.e payment for dewateri.ng 

In the tender schedules fbr cuthwork in seccio ~ : 
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YJI the item dewatering was not included alth6ugh it 
\vas specifically included in J ~ 1 77 in the standarc!.;sed 
tender forms. In October 1980, Contractor 'B' fo r 
section VU had quoted a ra te of R s. 6 per Horse 
Powe r Hour (HP / HR) for dewatering as an additional 
item. Later, it was amended to R s. 60 (900 per cent 
increase) as a post-tender clarification. lnstead· of rc­
jecti!lg the amended ciiier, a negotiat ed rate of R s. 50 
per HP / HR was agreed to. This compared unfavour­
ably with the rate o f Rs. 5 per HP / HR quokd by :he 
same contractor for sim.ilar item in sections V, IX and 
Xr iii M <' rch 1980, April 1982 ~nd Sernember 1932 

cespc:r tivdy. Th~ accep1.ance of dH.' negotiated offer ~f 
Rs. 50 per HP / HR resulted in an avoidable expend1-

tu1 c of R s. 0.95 lakh. 

Tht: R.iilway AJ111ini ~tration Hul t:d (July 1986) lnat 
the non-inclusio n of the item was an inadve rtant omis­

sion. 

For cc mmi)sioning the Apta-Pen section oy .lune 
1980 dew:!tcring work in the ~.ec. t 10 11 I was done in a 
small reach during monsoon period in 1980 i.Qcurring 
an expenditure of R s. O.E8 lakh. This ultimately prov­
ed to be largely infructuous as the section was opened 
for traffic only in February J9S3 . 

6. T erminat ion ot a contract without furancial 
repercussions 

A contract for earthwork and ccPstruction of 14 
m inor bridges was awarded to contractor 'A' in D ecem­
ber 19/9. The period of complcti0n was six mo:1ths 
from the date of execution of the contract agree~ent 
excluding: the monsoon period. Upto June 1980 the 
contrnclor exccukd ea rthwurk (with contracor's enrth) 
to the c".'teut of 21,000 cum. out of 31 ,000 cum, earth­
work i::l cutting 575 cum o ut of. 14,000 cum, and ex­
cavation in foundation 204 cum c-ut cf 446 cum ooly. 
The balance of ea'rthwork and bridge work including 
supply · ng, ·1aying and jointing ,)j concrete pipes wns 
not done. The contractor stopped th<' work from June 
1980 c0r;iplaining hindrances and obstructions on the 
alignm,,.nt 1'UCh .1s permanen tjsemi-permanent hou5cs, 
cattle sheds, etc. These structures existed in only 750 
metres out of 2 ,749 melrcs (total length of the sec­
tion). The Executive Erigmeer· had also pointed nut 
to the contractor t.hat there was no difficulty in com­
pleting the bridge works and al-o t he earthwork in 
embankment and cutting except to the extent of 750 
metres. Ext~nsions wore also r,ra11 ted initially 'upto 
2fs b.~bruary 19o l and later upto ~ J Januar1 J9::D. 
The contractor, however, did not complete the work in 
the stretches where wc•rk could have been done. The 

R ailway Administration terminated the contract with­
o ut financia l rep.ercussions. The balance ')f the work 
was awarded to another contractor in February l984 at 
higher rates involvi11g additional expenditure of 
Rs. 7.52 lakhs. 

The Administration sta ted in July 1986 that the 
proposed alignment was passing through a number of 
villages, affecting a number of temporary, k.utcba and 
rcrmanent struclues and the State Governmeot in 
spite of persuation could not renwve the structures. 
Since the cor1tract was awarded in D ccemiJer I r;-:;9 
it coulJ not be expected fro m the contractor.., tha t 
th.:y wo uld wait for an indefinite period and it wus, 
therdore, decided to close th{. con ir :!ct w ithout fin an­
cial rcpcr.:ussions. 
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It is, however, to be menrioned that ( i) the cont­
ract was awarded in 1979 withuut ensuring availa­
bility of land and °(ii) in closing the contract, the 
Administrntion did not take imo account the fact 
that the contractor had fai led to comply with the in­
structions of the Executiw Engine<: r 10 compiek th~ 
work in the stretches where iL was po:-siblc. 

7. Transfer of Materials 

lt was not.icc·d that C.S.T. 9 plate skepers (67,542 
pairs) procured for the project against supply orders 
placed in 1981 from suppliers in Calcutta, Bhilai and 
Na.~pur were ordered to be t r<: n:,ferred in October 
1982 to Depot Store Keeper, Wani near Nagpur. 
Accordingly, a quantity of.40,300 pait~ of sleeper:, was 
despatched in 81 wagons during the period Kovem­
ber 1%!2 to November 1983. Durinf; this pericd :i 

quantity of J 7,795 pairs sleepers was received at 
P:m vcl from the same suppliers. The unneces,ary !1au·· 
Iage of sleepers by way of tecr1ving them at Pr.nvcl 
and transferring to Nagpur involvl~d expenditure on 
fr:!igh t cbargcs amounting to Rs. 5 .44 lakhs (ap1)rox' 
and · could have been avoided iE suitable consignee 
instructions had been given to the suppliers. 

13 .. Southern Railway-Setting up oi a diesel loco· 
motive shed at Krisbnarajapmam 

[ntroduction 

13. l The broad gauge (BG) diesel loc1imotive 
(WDM2) holding of Southern Railway in J 977-78 w~1s 
] 12. The maintenance of these locomotives was attended 
tu at the diesel loco shed, Erode, which had a capa­
city to deal with 60 locomotives. The facilities ai. this 
sl>ed were expanded in 1981-82 to cater to 100 loco­
motives. Meanwhile, in Augt:st 1979, the Railway 
Administration assessert that in th.: r;ext three years 
the strength of diesel fleet of the Railway w0uld go 
ap hy 10 to 15 ·locomotives per annum in view of the 
plcnncd dieselisation of gucds und passenger servi · 
ccs. Thr Ado1inistration felt that !here was need fe r 
establishir.g a sei:arate shed and on the basis of 
operational requirements the ~ l ied should be located 
at Bar.galor l!. (KrishnaraJapura111). 

Planning and estinmtion 

· l 3.2 The work ·of setting up another diesel locomo­
tive shed at Krishnarajapuram for the maintenance of 
60 BG diesel locomotives with scope for expansion lo 
home 100 locomotives and also to provide f 11r the 
hcm1r.g of MG dic:scl Jocomo liv ~s was included in th.: 
-Rail \' avs 'Norks Programme fl' T the year J 9'79-80. 
Ail estimate of Rs. 3 crores was ~anctioned by th..: 
Minimy of Railways (Railway Bm1 r<l) in Ntwcn·b~~ r 

1979. I t wa> anticipated that the work wouid be: re-
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muncralive yielding a retu rn cf 19.5 per cent on th t! 
capital invested. 

l 3.3 The construchcn worl> com1r,enced in S:'.p­
tcmb.::r 1980 was schedukcl to b..: completed in Octo­
ber 1982. Though the shec was commissioned i:1 July 
19~~' several items of w01h. rcnwinn l to be c0n1plct­

ed. During th..: execution of the work, a revised esti­
mate' was prepared (Februa ry 1983) which was sane .. 
tioncd by the Railway Board in June 1984 for Rs. 5.67 
crorcs. The revised cost exceeded ~he original 
estimated cost by Rs. 2.67 crores C&9 -per cent). The 
excess was stated to be on account of escalation in 
costs (R~. 2.03 crores~ and n.:v i ~ i oi::. ir: scope of work 
(Rs, 0.61 crore). Th..: additional items of wor1' found 
uec.::ssary were : Lubf oil barrd slt::d, toilet for super­
visory staff, approach road ·to National Highway, ex­
tension of road, F irst Aid Post, fuelli ng aprons, pro· 
vision of additional telephone facilit ies, etc. 

13.4 By January 1985 it was redlised that the esti­
mate needed. further revision as the actual cost was 
f"und to have exc..:ed..:d th..: rcv :t>•:d estimated cost .. 
Expenditure incurred on the work was Rs.' 6.78 crores 
upto the end of November 1986. A second revised 
estimate for Rs. 7.88 crores is stated to be under 
preparation. 

13.5 The Administration stated 'April 19S6) that 
after the sanction of th<' \Hirks and in the couri;c of 
exectilion certain improvenwn ts to tht:: working of the 
shed as a whole were evolved and included in the 
revised estimate. 

13 .6 The Administration further ~tated tltat. the 
original estimate was prepared based •Jn the diesel 
locu shed at Er0de. The various strnctures had bc;!n 
roughly oriented at the time of proj:.ct estimate. How­
~ver, at the time of preparation of detailed layout 
some readjustments in the kc:ation ot the building 
based on actual site condition and :·~quirements of the 
Mechanical department became n::.cc[,sary. As these 
could not be envisaged at th .: time of preparation of 
initial project estimate the addi tioual cost Wi.! :> un­
avoidubl<> . fhe Administrat ion also stated !hat s0il 
tests and investigations were being done for structures 
LIS found necessary. 

13. 7 Eviden1'ly the detailed i11vi-st iga1ions '' hich 
shouid have preceded the: r rC'r•uratiun of project esti­
mate were being undertaken after th f; commencement 
of work necessitating upward revision of the c~t imates. 

Fabrication and execution of steel work for the shed 

lJ.S A contract for the con~tru l.lion of the shed 
pu)r er (steel works) was awardt:d 10 firm 'A' i:l Octo­
ber 1931.. Though the work was to be compkt~d by. 

• 
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July 1982, it was actually completed in O~tober1 1 9~3 
after grant of four extensions, due to (~) ~c, ;1~. m 
arranging supply of cd ectri city., (ii_). delay m tmal.l:1ng 
and issuing plans (iii) n0n- ava1lab1hty of steel ~cct10ns 
and consequential changes in drawings, and (1v) sup­
ply of materials required for fabricat ion. 

13.9 The contractor was requi red to submit the 
drawings within one month of tl1e award of contract 
b:it tl1ese were su pplied after a larse of 3 to 2 1 
months. The Administration could not take penal ac­
tion for delay in supply of drawing:; leading to delay 
in execution of the work as all ih(· four extensions 
were granted on railways account, over-looking . the 
fail ure .:if the contractor. The contracwr also claimed 
Rs. 3.71 lakhs towards escalation on account of delay 
in ~ 1.1pply oC materials by the Raih; o..y. The cl~im is 
sti!! to be settled (September 1936). 

Performance 

13. IC The shed was cnn;mission cd in July 
The average numbe1 of locom1J I ives dealt with 
5hc<l is mentioned bdow : 

~eptember 1983-March 1984 

April 1984-March 1985 

April 1985- March 1986 

April 1986-0ctober 1986 

! 983. 
:-it the 

18 

28 
31 
32 
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To the extent the Iocmnotives are dealt wich at 
Krishnarajapuram the number cf k' comotives dealt 
with at Erode has come down. The average numtt-r 
of locomotives dealt with at Erode shed during 1985-86 
was only 122 against 14 2 Ic•cos in 1983-84. The staff 
strength at Erode was 99 1 for maintenanCi! of 130 
Ioco:notivcs. After the reduction in the nun1ber of 
l0com'otives, no corresponding rcduc:ion in the staff 
W'1S made and the Administrntirin continued t0 incur 
additional expenditure of Rs. 79 th ous'.lnd per mcnth 
en the de.ployment of excess staff numbering 81. 

13. 11 The Administration stated in April 1986 
that the commissioning of the f.1ied to its Cull capa­
city was being done in a phased manner. Regarding 
the surrender of surplus stuff at EH d~, the Adminis­
tiation stated that transfer orders fnr 34 staff d Ervd>! 
st.ed was; issued in October 1985 but the stalf had 
not carried out the transfer and the matter wa; be­
ing followed up. 

General 

13.12· The Jiesel locomo1ivc (WDM2) holding of 
Southern R ailway in October 1986 was 155. Of this 
32 were d~alt with at Krisbnarajap~1ram shed ·and 123 
at Erode shed. Though th e loco sht: d at Krishnaruj::i­
puram was designed for cO locos ancl was rammis-

sivned in July 1983 its capacity is n0t being ful ly uti­
lised. The shed at Erode which has <• cr.pacity for ll)O 
locos continues to be ovc1burdcned. 

13.13 Further, the average i nc rcns·~ per annum in 
the locomotive holding dming 1h~ period from 
1979-80 to 1985-86 was on ly 5 10 6 Joccmotivcs 
against JO to 15 anticipated while i ~:st ifying the c.~t ab­
Jjshment of the new shed. In 1981-82 the Railway 
B'oa~d sanctioned the elcctrilicatiou of Arakkonam­
Jclarpett:-ii S<!Ction of SIJl~thcrn Rllilway which was 
energised in March 1986. As per dectrification pro­
gr Jmnll.! Jolarpcttai-llangalorc section is to re ener­
gised ·during 1987-88. In spite of these factors, the 
Rai lway Board noted, in June 1984. while sanctioning · 
the first revised estimate that the traffic needs would be 
st.ch that unkss KrisJ:inara:a. ruram was commi~~icn­
ed to hold the targeted fU locomr.t ~ves it migil< not 
be possibfo to meet the maintemlncc load fully. 

13.14 As already mentioned above, the· diesel shed, 
Krishnara1apuram, is not being utihcd to its full capa­
city. The growth in holding of dil'~d locotnoiiv;! be­
rng less than what was proj<'c: ed in 1he estimates, the 
shed would rt!main largely underutilised. 

13.15 The financial return of 19.5 per cem on the 
capital cost of Rs. 3 crores \His calculated assuming 
al lotment ot 60 diesel locomotives and a saving of 
Rs. 1.8 crores in annual operating expenses. As 1.he 
number d locomotives allotted 15 presently 32 only 
and as the estimated cost of the ;;bed has incre-ased 
from Rs. 3 cr0res to Rs. 7.8 c1.ores the anticipah:d 
r.:: turn cf 19.5 per cent en capital would n'.:>t mate­
rialise. 

14. Southern Railway- Unproductive expenditure on 
construction of a new metre gauge line 

The Railway Board sanctioned in July 1980 a pre­
limjnary Engineering-cum-Traffic Survey for construc­
tion of a new metre gauge line between Chitradurg 
and Rayadurg at a cost of Rs. 3.97 lakhs. Based 
on the data collected dur ing the survey, the R ailway 
Administration proposed in August 1981 the cons­
truction of 98.63 kilometres new metre gauge line 
between Chitradurg and Rayadurg on the following 
considerations : 

(i) To provide a shorter route between Guntakal 
- Hubli and Bangalore City-Hubli main 
lines. 

(ii) The existing branch li nes Bellary-Raya­
durg and Chickjajur-Chitradurg being 
unremunerative, a link between Chitradurg 
ancl Rayadurg may activate the t raffic 
potential. • 



· (i ii) To develop the backward area 9f Chitra­
durg district· of K.arnataka. 

The Financial Adviser and Chief Accounts Officer 
(Construction) , while giving concurrence to the new 

project, however, observed that the anticipated return 
on capital was very meagre viz., 1.7 per cent and 
hence its sanction had to be based on non-financial 
considerations. 

The work 0n the project commenced on urgency 
certificate sanctioned by th~ Railway Board for 
R s. 30· lakhs in May 1982. Subsequently, detailed 
estimate of R s. 16.92 crores was sanction·ed by the 
Railway Board in A'ugust 1983. 

The work had been phased in such a manner that 
the sub-sections Chitradurg-Challakere (35 km. in 
Karnataka) and &ayadurg- Molakalmuru (11 km! in 
Andhra Pradesh and 4 km. in Kamataka) which were 
connected with rail beads at either ends were to be 
progressed for completion as Phase-I by 1987-88 or 
so and the middle stretch of 50. km. Challakere­
MoHtkalmuru progressed later as Phase-II. Accord­
ingly, for the works to be executed between Chitra­
durg-Challakere and R ayadurg-Molakalmuru, 
requisite lands over 8.' to.tal distance · of 50 km. had 
been taken over on consent letters from land owners 
and acquisition proceedings \Vere · in progress (January 
1986). Out of a total area of 688 hectar~s proposed 
to be acquired, 350 hectares had been covered by 
consent letters from the owners, for which the com~ 
pensation amounts were to be settled. Contracts for· 
earthwork, construction of minor bridges, hujlding 
of quarters, etc .. were finali sed in 1983 and work was 
commen·ced in 1 5 reaches totalling a distance of 
50.68 kilometres. The progress of execution as at 
the end · of January 1986 v:as as follows :-

Particulars Quantities as Quantities as 
in the estimate executed 

l. Land 688 hectares 350' hectares en-
tered upon con-
sent letters. 

2. Earthwork 37,04, 120 cum. 8,38,200 cum. 

3. Quarters 121 units 18 units 

4. Minor BFidges 140 Nos. 15 Nos. 

The cumulative progress of the work is 10.90 per 
~ent (January 1986). The expenditure incurred upto 
March 1986 was R s. 2.80 crores. 

Whjle considering the Works Programme for 
198-6-87 in Novemberi 1985, the Railway Board 
decided to freeze this project and to submit a proposal 
to the Minjster for Railways for a final decis ion to 
close down the project. • 
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It is significant to mention that most of the traffic 
anticipated at the time of the traffic sur¥ey did not 
materialise. TI1e traffic anticipated by the Admipis­
iration was from an irort and . steel works and a pape1 
mill which was already being carried by the Railway 
through a longer route (via Hubli, Birur etc.). Conse­
quently, identifying th is quan tum as fresh traffic to 
justify · the laying of a new line was not in order. 
Projections were also made of cross traffic which had 
already been passing via the . existing· routes. The 
setting up of the steel plant at Hospet was a remote 
possibility and no traffic could, therefore, materialise 
on this account. 

Further, the anticipated passenger earnings- of 
R s. 12.36 lakhs in the very first year of opening of 
the line and the assuµiption of its extending upto 
R s. 27.19 lakhs in 16th year was very much on the 
high side, since the branch lines Chitradurg-Chick­
jajur and Bellary to Rayadurg were unremunerative, 
The financial appraisal of the project also showed 
that the return on the investment would be as low 
as 1.7 per cent. Nevertheles~, the project was sanc­
tioned by the Railway Board in 1982, and was frozen 
in November 1985. after investing R s. 2.67 crores. 

The Railway Administration stated in October 
1986 as under 

"The Railway Board during discussion of the 
Works Programme for 1986-8·7, had allowed an om .: 
lay of R s. 1.2 cror~s against this. work to provide for 
the contractual obligations (Rs. 90 lakhs) and land 
acquisition (Rs. 30 lakhs)' for 35 kilometres in Kama­
taka and 15 kilometres in An'dhra Pradesh. It was 
further decided that no further liability should be 
entered into ; the work stands frozen and a note to 
be put up to Minister as to whether the work could 
be closed down and contracts finalised duly paying 
compensation, if an·y, and desist from further land 
acq uisition. T'he Minister of State (Railways) and 
the Transport M inister during their visit to Bangalore 
agreed to an' additional grant of R s. 50 lakhs in May 
1986 for this project. Final orders reappropriating · 
the amount have since been~ issued on 1 September 
1986. Board after considering the pros and cons of 
alternat ive of closing the existing contracts have ap,­
proved that the existing contracts may be. allowed to 
continue". 

It is significant to mention that the reappropriation 
.of Rs. 50 lakhs to this woi·k has been made for com­
. pleting the ongoing contrnct.s and ·fulfilling the con­

tractual liabilities. This· work, which was sanctioned 
in August 1983 f-or Rs. 16 .92 crores, is expected to 
cost Rs. 3.5 crores at present day cost. Though it 

'has been stated that additional funds have been made 
available during the year 1986-87 to cover contractual 

' ..... 
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liabilities there is no indication as to how the v.ork 
would be progressed and completed . Considenng 
the fact, that the work would cost Rs. 35 crores at 
present day co t , the meagre allotment during 1986-87 
without giving an indication of the allotment of funds 
in subsequent years to complete the project within 
a time bound programme i.> an indication that the 
expenditure of R s 2.80 crores incurred on this project 
would remain idle for an indefinite period. 

15. Central Railway-Creation of additional capacity 
without traffic requirement 

J 5 .1 On each of the electrified North East and 
South East Ghat Sections of Bombay Division, a new 
third line was constructed at a cost of R s. 23 .26 crores 
ahd Rs. 39.31 crores respectively [cf paragraph 2.2 

; and 24 of the Reports of the Comptroller and Auditor 

r 

r Gen·eral of India for the years 1983-84 and 1984-85 
Union Government (Rai!ways)l. The third line was 
opened for traffic in April 1982 on the North East 
.Ghat and in August 1984/ July 1985 on ihc South 
East Ghat sections. The survey team for t.he third 
ghat line h'ad recommended in 1972 creation of 
matching capacity ori the sections immediately before 
the ghats towards Bombay, by .::xtending the existing 
Automatic Blo~k Signalling upto Titvala on North 
East section and upto Badlapur on South East Section. 
Another survey team which was Conned in 1976 to 
undertake survey of the two sections from Titvala to 
Kasara and Badlapur to Kariat and to examin'c and 
recommend methods to incr~ase the capacity of these 
sections, with reference to the forecast of traffic as 
given in the survey report for the third line in the ghats, 
submitted its reports in 1977 and 1978. 

15.2 Before the third line in the two ghat sections 
was constructed. the line capacity of the two sections 
and its u ti listion as in 1977 wern as under : 

Section Line Number of trains Pilots To tal Per-
<.:1oa- each way centage 
city · utili-

Pas- Sub- Goods sation 
senger urban 

J. NORTH-EAST UNE 

Titvala-Asan-
gaon 44 9 13 16 2 .7 40 .7 92.5 

Asangaon-
Kasara 42 9 5 16 2.7 32.7 78. 0 

TT. SOUTH-EAST UNE 

Badlapur-Karjat 45 14 16 9. 1 2.9 42 .0 93.3 

15.3 The survey team (1976) after considering the­
future plans/ projections of traffic as given by the survey 

S/ 2R C&AG/ 87-7 
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team for the third line in 1972, the corporate plan 
of the R a ilway and the plan for optimisation of subur­
ban services in Bombay :irea arrived at the traffic 
projections of the sections fur the years 1983-84 and 
1988-89 as shown below : 

Section 

Number o f trains 
each way 

Passen- Subur- Goods 
ger ban 

f. NORTH-EAST LINE 

(i) Titvala-Asangaon 

(ii) Asangaon-Kasara 

1983-84 (i) 

(ii) 

1988-89 (i) 

(ii) 

JI. SOUTH-EAST LINE 

(i) Badlapur-Karjat 

1983-84 

1988-89 

16 

16 

18 

18 

18 

21 

16 

9 

21 

11 

19 

22 

24 

24 

31 

31 

13 

16 

Pilots Total 

3 

3 

3 

3 

4 

6 

59 

52 

73 

63 

54 

65 

15.4 To match the increased line capacity generated 
b y the third line and to handle the expected increase 
in traffic on the sections adjacent to ghats, the Survey 
Committee proposed provision of Intermediate Block 
Sign'alling (IBS) with track circuit ing as Phase I and 
provision of automatic block signalling as Phase II. 
This recommendation was accepted (1978-79) by the 
Administration and work of !Jrovision of Intermediate 
Block Signalling on the North-East and the Soufh­
iEast Sections was undertaken (January 1985) at the 
cslimated cost of Rs. 187.79 lakhs and R s. 113 lakhs 
respectively. The actual exp;:ndlture incurred upto 
September 1986 was R s. 144.24 lakhs and R s. 124.71 
lakhs on North Eastern and South Eastern sections 
respectively. 

15.5. The work on the Sou th East line (signal and 
telecom.inunication·s portion) was completed by 31 De­
cember 1985 and commissioned on different ·dates 
between March 1985 and March ] 986. The work on 
the North-East lin~ has, however, not commenced so 
far (October 1986), though 50 per cent of the requ ired 
material costing R s. 10.28 lakhs had beeri collected 
by the end of March 1986. The work which is sche­
duled to be completed by 31 March 1987 is unlikely 
to be completed by that date. 

15.6. A review of the actual traffic moved on the 
two sections during the busy season (November to 
March) of the years 1982-83 to 1985-86 indicated that 
the level of traffic had remained almost the same as it 



was in 1977 (and within the original line capacity) 

as shown below 

Section 

Titvala-Asangaon 

1982-83 

1983-84 

1984-85 

1985-86 

Asangaon-Kasara 

1982-83 

1983-84 

1984-85 

1985-86 

Badlapur-Karjat 

1982-83 

1983-84 

1984-85 

l 985-86 

Number of trains 
each way 

Passen- Su bur- Goods 
ger ban 

15.0 10.0 12 .8 

15.0 10.0 13.2 

15 .0 ll. O 11. 5 

15.0 l l.O 10.4 

15.0 5.0 12 .8 

15.0 5.0 JJ.2 

15.0 5 .0 l 1.5 

15.0 5.0 10.4 

16.0 14 .0 8 .3 

16.0 14.0 8.6 

17 .0 14 .0 8. 0 

17.0 14.0 8.2 

Pilot Total 

2.9 40. 7 

2 .2 40.4 

2.6 40 . l 

2.7 39. l 

2.2 35.0 

2.2 35 .4 

2.6 34. l 

2.7 33. l 

3.2 41.5 

2.3 40 .9 

1.6 40 .6 

J. 8 41.0 

15.6.1 Long before the commencement of the Jnter­
mediate Blo::k Signalling work on South-East section 
in January 1985, a decision had been taken by tli~ 
Government (June 1976) to construct 160 Kms long · 
14" dia pipe line between Bombay a nd P une to carry 
POL t raffic, viz., motor spirit. Kerosene oil, H.S.D. 
oil and light diesel oil. Tue R a ilway Admi11istrat ion · 
knew it even in June ·1976 when it was approached 
by Hindustan Petroleum Corporation to ;Jrovidc a 
r ailway sidi ng and terminal facilitics for the p-ipe line 
a t H adapsar Loni A kurdi. The R ailwHy Admin istra­
tion was of the view (July 1980) that pipe line facility 
was no t necessary as they would be able to move the 
entire POL traffic right from Bombay even without 
the third ghat line (and implici tly without also other 
aUied works like Intermediate B lock Signall ing). 

15.6.2 According to the Ministry of Petroleum and 
Natural Gas, the Bombay-Pune product pipe line was 
commissio.ned with effect from D ecember l 985. Conse­
quently, the Railway would lose POL traffic on the 
South-East L ine to the e xtent of 3 tra ins per day 
each way. 

15.6.3 A "M ulti Disciplinary Committee" set up 
in M ay 1982 , had recommended (April 1984) amon2 
other things the conversion of 1500 V DC t raction int~ 
25 KV AC traction on N orth-Eas: Line beyond Tit­
vala (i.e. between Titvala and Igatpuri). Jn" the event 
of the recommendation being accepted and imple­
mented, either the expenditure incu rred on the Inter-
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med ia te Block Sianalling in the North-East Line will 
be rendered inf~ctuous as AC traction itself wi ll '­
increase the line capacity or ex tra expenditure will 
have to be incurred to modify tile signalling equip­
ments now being provided to m::ike them work under 

AC power system. 

15.7. To sum up, investment of Rs. 11 3 lakhs on 
I ntermediate Block Signalling work on the South-East 
Section has been rendered unproductive because o ( 
11011-materialis-ation of ·ant icipated traffic . including 
Joss of POL traffic of wh ich information was avai l­
ab le to the Railway before the work was taken up ; 
and further incurren·ce of cxp~naitu re of Rs. 187 .79 
lakhs on the North-East line already sanctioned will 
a lso not y ield the expected benefi t owing to shortfalls 
in anticipated level of train services and likely intro -
duct ion of AC traction in the near future. l 

15.8 The R ailway Admin ist ration stated in Decem-
ber 1986 that-

(i) the additional capacity created by the Inter­
mediate Block Signalling will certainly be 
required to meet with the anf1c1pated 
increase in P assmger and goods traffic on 
North-East · Sect io n ; 

(ii) the modification to the signalling equip-
ment (IBS portion) to suit AC traction wi ll 
const itu te a small part of the entire work 
of modifying the colour light signalling 
eq uipments provided on all the stations ; 
and 

(i ii) the line capacity utilisation on' B adlapur­
Karjat section of South East lin·e was 93.3 
per cent ( 42 trains) which was more than 
sa turatio n level <!nd· that the reduct ion --.in 
traffic on account of commissioning of the 
product pipe line would be only 2 tra ins 
per day. 

l 5.9 It is, however, to be mentioned that the sur­
vey for increasing the capacity of these sect io ns was 
conducted in 1977. Since then there was no increase 
in the number of trains as projected in the Survey 
Report. The fact that there would be reductio n in 
the number of tra ins after the p ipe line was commis­
sioned was also known to the R ailway Ad ministration. 
It was, therefore, necessary for the Administra tio n to 
review the justification before commencing the wo rk 
in January 1985, involvin·g investment of R s. 300 .79 
lakhs. 

16. South Central Railw~:y-Extra <..xpenditurc in 
execution of works on Telapur- Patancheru new 
broad gauge line 

In pursuance of the recom mendations contained in 
paras 2.172 and 2 .173 of 23rd R eport of th e P ublic 

" 



' Accounts Committee (1967-68) (Fourth Lok Sabha), 
/ th~ Railway Board issued instructions (August J 968) 

to the Zonal Railways emphasizing the need for con­
ducting final location smveys with utmost care and 
in thorough detail before commencing the work of 
construction of new lines so that extra expenditure on 
account of dekctive estimation of quantities of work 
could be avoided. 

The Railway Administration co mpleted the prelimi­
nary engineering-cum-traffic survey for construction of 
a new broad gauge l ine between Telapur and Patan­
cheru and sent the survey report to the R ailway 
Board in July 1979. However, the work of construc­
tion of the new broad gauge l ine was started in 
November 1981 without u ndertaking fin al location 
survey on the plea of urgency expressed by the 
Government of Andhra Pradesh.· 

The Railway Board sanction..:cl the abstract esti­
mate (co)t: Rs. 3.44 c~ores) on 17 November 1981. 
Contracts for ea rthwork in formation of embankment 
and bridge;; in reaches T and II of the new line 
(value : Rs. 12.19 lakhs and R s. 18.50 lakhs) were 
awarded to the same contractor 'A' in November 
1981 and January 1982. These worb were scheduled 
to be completed by February 1983 and April 1983 
respectively. 

After the award of the contract · , the R ai lway 
Administration co llected hydraulic data for the bridges 
to be constructed and reassessed the quantities of 
earthwork lo be done (October 1982). Changes were 
made in the designs and in the n umber of bridges 
lo be constructed. Consequently, the quantities of 
earthwork in forn1at ion with t'he contractor's earth 
increased from 7,000 cum to 58,000 cum in reach I 
and from 1,03,300 cum to 1,30,000 cum in reach II 
( i.e. 728.6 andr25.8 per cent re:.pectively). 
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The Railway klministration allowed (December 
1982 and November 1982) enh::inccd rates for the 
increased quantities of bridge work items to the same 
contractor entailing an extra expendi ture of Rs. 1.15 
lakhs. As regards earthwork, in a letter dated 16th 
October 1982, the contractor agreed to execute the 
increased quantity of work also at his "contracted 
rates fo r both reaches without any enhancement". 
He further requested that land in the areas where 
not yet handed ovc; lo him be made available by 
December l 982 or alternatively the relevant portion 
of the work be deleted f rom hi· contract. 

The quantities of earthwork to be executed with 
contractor's enrth furthe r incren'\cd to 83,000 cum 
(Reach l) and to 1.45,000 cum (Reach ll) (i.e., 
1085.7 and 40.4 per cent respectively). The increase 
in the quantities of earthwork wit h con tractor's ea rth 

vi5..a-vis the quantity provided for in the agreements 
for Reache.; I and II was attributed to : 

(i) less avai lability of earth from borrow pits 
uue to unsuitability of soil and oozing out 
of water at shallow depths ; 

(ii) increase in the height of the embankment; 
and 

(iii) reduction in the availabili ty of cut spoils due 
to less quantity of cutting than anticipated 
etc . 

The works ;n reaches I and 1 [ were co mpleted in 
December 1984. 

The contractor demanded (October 1983 and 
February 1985) a rate of .Rs. 300 per 10 .cum. for 
eart'h work with contrnctor·s earth in excess of the 
agreed quant,itics as against the accepted ra tes of 
Rs. l 40 and Rs. 145 per 10 cum for reaches I and II 
respectively. Pending a dec.ision on the enhancement 
in the rates to be paid for, t'hc R ailway Administration 
allowed the contractor to complete the work. The 
Administration dccid-:d iu March 1985 and August 
1985 ro pay at enhanced rates of Rs. 270 per 10 cum. 
for Reach I and Rs. 265 per 10 cum. for R each II 
respectively. The extra e::pendi ture on this account 
(April 1985) was Rs. 10.54 lakbs. The total extra 
expenditure on acconnt of bridge work items and 
earthwork (hus amounted to R~. 11.69 lakhs. 

The followinl?; comments arise :-

(i) The failure to conduct final location survey 
resulted in buge under-assessment of quanti­
ties of items of work to be done. 

(ii) Payment at enhanced rates for the increased 
quantities of work done after the award of 
contracts resulted in total extra expenditure 
of R s . l l.69 lakhs. (upto A pril 1986) on 
bridge works and earthwork in reaches [ 
and If. 

(iii) For 62,265 cum. in Reach l and 11 ,767 
cum. in Reach II, !'he Railway Administra tion 
made paymen t to the contractor at rates 
higher than the previously contracted rates 
at which the contractor had ·agreed in writing 
to execute tbesc increased ,quantities. 
Thus, out of the total extra expenditure of 
Rs. 11.69 lakhs, a :mm of Rs. 9.49 lakhs 
represented extra contractual payment to the 
con tractor which was wholly avoidable. 

' (iv) The variations in quai1ti tics in R each JI 
resulted in vitiation of the initial evaluation 
of tenders ma·de at the time of awardino- of 
the contract. The quotation of the tend~rer 
evaluated as the lowest and to whom the 
work was awarded turned out to be higher 
than the next tenderer by R s. 0.33 lakh . 

. t. 



The Railway Administration stated in July 1986 
that:-

(i) final location survey could not be conducted 
as the work bad to be undertaken urgently 
because of pressure from -the state govern­
ment, 

(ii) the rates for excess quantities had to be 
negotiated with the contractor, and 

(iii) t'be execution of earthwork was held up in 
some stretches till February 1984 when the 
Andhra Pradesh High Court vacated its stay 
order on land acquisition. The COl\tractor 
was not willing to carry out the work in 
1984 at the rates accepted by him in Novem­
ber 1981 1January 1982. 

The Railway Administration reviewed in J11ne 1986 
the payments m~de to the contractor for Reach I and 
noted for recovery an amount of R s. 3.41 lakhs 
representing the ·difference in value of the enhanced 
rate and the agreement rate in re$pect of the quantity 
of work (35,000 cum.) stated to have been done 
by him till October 1983 when he preferred the 
claim for increase in rates. 
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lt may be pointed out that · there was no justifi­
cation for the Railway Administration to have under­
taken construction of the new line without conducting 
final location survey. Notwithstanding the pressure 
stated by the Railway Administration to have been 
exerted by the State Government, the final location 
survey could have been undertaken during the period 
of over two years from August 1979 to November 
1981 intervening between the date of completion of 
the preliminary engineering-cum-traffic survey and 
the date of commencement of the construction of the 
new line. Further, if the R ailway Administration had 
entered in to subsidiary agreements with the contractor 
and bound him contractually on the basis of the · 
terms offered by him in October 1982, payment of 
R s. 9.49 lakhs at enhanced rates for the earthwork 
m the a reas other than those under dispute, could 
at least have been avoided. 

17. South Central Railway-Infructuous expenditme 
on· provision of mmecessary faciliiies 

The Railway Administration undertook a survey 
for the conversion of Manmad-Aurangabad-Parbhani­
ParLi Vaijnath section (354 Kilometres) from metre 
gauge into broad gauge in May 1973 and submitted 
a report in April 1975. The project was not finan­
cially viable but was considered justified to meet 
development needs of the region. According to the 

, 
Project Report (April 1975), except for new crossing 
stafions no new station building wa:; to be constructed. '-

In April 1978, the Railway Board decided to take 
up only a par t of the project from Manmad to 
Aurangabad and advised the Railway Administration 
to submit a part estimate for the same. In order to 
commence the work the Railway Administration sub­
mitted a part estimate in June 1978 to the Railway 
Board. The Railway Board sanctioned an urgency 
certificate in July 1978 and directeci the Railway 
Administrat ion to carry out only the work of streng­
thening of bridges and w1dcnin,g of bank/cuttings and 
ask~d it to submit the detailed estimate early. 

Jn the detailed estimate submittect in July 1979 
to the Railway Board, the Railway Administration 
included works which were not envisaged in the 
.Project Report, viz., constrnct1on of a new station -"' 
building at Lasur in lieu of the existing one and 
additional goods facilities at three stations (new 
goods shed at Lasur, new goods shed and platform 

. at Parsoda and goods platform at Daulatabacl) . 
Contracts for earth work were awarded in December 
1978 and January 1979 covering the quantities of 
earth work for these add itional items also. 

The R ailway Board approved in May 1981 the 
jetailed estimate after deleting the aforesaid items 
which were no't contemplated in the Project Report. 
In the meantime, 15,423 cum. of earl'hwork had 
already been done in connec~ion with the provision of 
low level and rail level platforms at the proposed 
station building at Lasur and additional goods facifi­
ties at Parsoda and Daulatabad. Consequently, an 
expenditure of Rs. 2.32 lakhs incurred on these items 
of earth work was unauthorised and was also infructu­
ous. 

The Railway Administration stated in September 
1985 that the expenditure on ear th work done at the 
above stations would not be rendered infructuous as 
it would be utilised at a later date for providing 
adequate facilities at these stations in view of the 
expected growth of traffic. 

The argument of the R ailway Administration is 
not tenable, firstly, because the earth work in question 
was done in connection with works not authoiiscd by 
the Railway Board and secondly, because the expecta­
tion of any future growth of traffic at these stations 
is not suppor ted by any concrete data and is remote. 

The Railway Admini stration stated in October 
1986 : "Unless· conversion project is completed , the 
expected growth cannot materialise and no conclu­
sions could be drawn" . 
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18. Railway Electrificatfon, Central ancl Western 
Railways-Extra expenditure du~ to acceptance 

. of higher rates 

In Septemb~r 1982, lhe Railway E lectrification 
Administration invited tenckrs for rreoching/laying of 
underground signalling cables, casting of foundations, 
etc. connected with Railway Electrification work at 
Bina station. These were opened on 19 November 
1982 and considered by the Temler Committee in its 
meeting held on 22 December 1982. Of the six valid 
tenders rec~ved, the lowest (Rs. 9.98 lakhs) one 
from tirm 'A' was passed over by the Tender Com­
mittee on the piea that this firm had recently been 
considered tor another work in ( Godhra (excl.)­
Piplod (incl.) section of Western Railway) by the 
Railway Electri.iicaiion Organisation and it would not 
be prudent to place another contract on thell!- unkss 

,,_ some performance was shown. The next higher o!Ier 
(Rs. 10.20 lakhs) ·from firm 'B ' was also re.iectcd on 
the ground of this firm being c..onsidered for another 
c.:ontract in Piplod (excl.)-Dohad (incl.) section of 
Western Railway, unsatisfactory progress of execu­
tion of tl:ie work earlier awarded in March 1982 to 
them and the urgency of the work at Bina scheduled 
for commencem~n t by January 1983 and completion 
by September 1983. The third and the fourth ten­
derers having been fou nd to be lacking in experienc:.: 
for the work in question, the Tender Committee . 
recommended accepta nce of the Jifth lowest ofter 
(Rs. 14.02 Jakhs) of fi rm 'C' which invol ved an extra 
expenditure of R s. 4.04 / 3 .82 Jakhs compared to the 
offers of firms 'A' and 'B' respectively. The contract 
awarded to lirm 'C' on 5 February 1983 stipulated 
completion of the work by 4 August 1983. 

The signalling p;J.ns were made available to firm 
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- , 'C' only in June 1983 which resulted in belated com­
mencement of work and loss of the four months 
period before monsoon '>vhen progress in outdoor work 
could have been achieved. While recommending 
extension of completion dare from 5 August 1983 to 
4 December 1983, the Project Manager, Railway 
E lectrification, Nagpur stated tbat the rate of progress 
of firm 'C ' was very poor and the n umber of labourers 
employed was as low as 25. Subsequently, the pro­
gress was hampered as the Relay fOO!IlS, Battery rooms, ' 
Generator room, etc. were not ready from the R ail­
ways end. These were made availabie during April to 
June 1984 a nd fi rm 'C' nxommenced the work in 
June 1984 and completed in September 1984 . T he 
wo.rk had not been commissioned till April 1986 due 
to non-finalis-ation of signalling plans by the Central 
Ra·ilway Administration. 

Firm. 'A ' . whose offer had b~n p t!SSe<l over by the 
Tender Committee for the reasons stated above, had 
completed all ex te;·nal works like laying of cables, 

erection of signals, e tc. at all the stations in Godbra·­
Piplod section by the original stipulated date of ·com­
pletion (22 D ecember 1983). This firm did not 
forma lly apply for the extension of completion date. 
Nevertheless, · on the recommendations of tbe Chief 
Project Manager (S& T ) , Vadodara, extensions were 
granted to fi rm 'A' u pto 30 June 1984. Further 
extension was granted upto 30 J une 1985 on an appli­
cation from the !irm. Bot'h ex tensions were on 
R ailways account. Similarly, extensions were granted 
to firm 'B' upto 30 September 1984 and again upto 
31 March 1985 on R ailways account, viz., late start 
of work by the firm due to shortage of supervisory 
staff, unusually heavy monsoon, non-availability of 
Relay rooms [or internal works, etc. F irms 'A' and 
'B ' completed the works by Maiy 1985 and September 
1985 respectively and delays in both the cases were 
on Railways account. 

The considerations of capacity limitation of firms 
'A ' and 'B ' leading •o by--passing of their otiers had 
arisen horn the urgency of work at Bina· as projected 
in its time frame (J anuary-September 1983 ), wil ich 
was not realistic as the Railways themselves were 
not p repared for the works to be done by them in 
tbe three sections for which contracts were awarded 
to firms 'A', 'B ' and 'C'. The relevant signalling plans, 
drawings, R elay rooms, Battery rooms and Generator 
room were neither ready ar the tender consideration 
stage nor within the original stipulated date of com­
pletion of tbe signalling works. The accepta11ce of 
higher rates mainly on the con:;ideration of urgency 
of work wliich was not reflected in actual execution 
th us led to an extra expenditure of R s. 4.04 /3.8 2 
lcikhs compared to tbe oIIers of firms 'A' and. 'B' 
respectively. 

19. Western Railway- Extra expenditure due to 
deh~y in initiating land acquisit ion proceecUngs 

l nstructions issued by the · Railway Board in 
September 1972 enJofo that th e Railway A dministra­
tion should invite tenders only when they were fully 
prepared to hand. over the sites and st~pply necessary 
plans, etc. 

T he. work betwt:en 1 irnna--Talavl1 Chau Mahl a 
sub-section (including that b etween Bridge No . 34 and 
Chau Mahla) was approved by the R ailway Board in 
November 1978 and targeted for completion during 
1981-82. T enders for earthwork in bank and cutting 
a t.I joining . existing line or in indep·endcnt ·bank and 
cutting between bridge No. 34 and Chau Ma·hla 
station were invited in July 1980. A contract for 
R s. 24.10 Jakhs was awarded in March 1981. The 
work was to be carried out par tJy 111 land &!ready avail­
able wi1b the Railway a nd partly in the Government / 
private la nd to be acquired. A lthough , the Adminis­
tra tion was awa re right from the b eginning. that the 



work was requli·oo to be executed partly on priva te 
land, it was only in January 1981 , (twenty-five months 
after the work was sanctioned in November 1978) 
tha t land acqu isition proceedings were init iated by 
the Administration. When the work was in progress 
and expenditure of Rs . 11.90 lakhs (December 1981) 
had been incurred , the land owners obta111ed a stay 
oroer (January 1982) against the execution of the 
work on their l&nd. The stay was, however, .2ot vaca­
ted 111 J uly 1982. The land owners appealed against 
ihe vacation of the stay order and obtained a fresh 
stay order in August 1982 which too was got vacated 
in December 1982. The Contracto r suspended the 
work on 18 J anuary 1982 in the portion affected b~ 
the stay order and requested the Administ ra tion in 
May 1982 to make a vailable the land to carry on the 
wo rk in that portion-. Certain cla ims amount ing to 
R s. 13.45 lakh s on account of losses / damages resulting 
fro·m breach c f contr:id were also preferred in 
July 198.4 by the contracto r. Work 111 the other po rtion 
i.e., betwee n Talavli-Chau Mahla was completed by 
the contractor ' in September 19&2. For the work 
costing R s. 10.45 lakhs inclusive of price escalation 
in the affected portion, the Railway Administration 
was compelled to carry out n<:gotrations with the 
contractor and accepted the !legotiated offer in Jun e 
1983 fo r R s. 14.5 1 lakhs on si.ngle tender basis. The 
due date of compietion of the work was fixed as 
30 June 1984 but the work is yet (December 1986) 
to be comph~te.d. · 

The delay of over fwo years iu i11i tiating the la nd 
acquisition proceedings by Lhe Administration thus 
reSoU'lted in awarding the contrac t a t higher rates 
involvin.e; extra expenditure of Rs. 4.06 lakhs. 

The R ailway Administrat ion stated in January 1986 
that if it had waited for land to be fully acq uired 
between bridge No. 34 and Talav! i and called for 
tenders only after March 1983, when land was fully 
in possession, rates would have ]?een much higher 
than the revised accepted ra'tes. This argument of th e 
Administration is not supported by any data and is 
not consistent with . the extant instructions of t11e 

Railway Board reterred to above. Besides, invitat'ion 
of tenders/award of contract before acquisition of land 
and subsequent negotiation of higher rates on single 
tender basis resulted in depriving rhe Administrat ion 
of compe itive rates. 

20. Northe~t Frontier Railway-A YOidalJle cxpendi­
hue due to painting of excess mea of steel girder 
bridges 

lu terms of Para 1011 o f the Indian R a ilway Way 
and W01h.s M a11 ual, only the wr.·ode<l sw·[ace of 
the steel wo1 :, of girJei bridges, showing signs of 
pa tch es o[ bli.tcr ing, sc<ti ing o r crncking, should be 
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~ craped down to the steel a nd one primary coat o f 
red lead paint applied, followed by two covering ..._ 
coat5 of red oxide or approved quality paint. In Sep­

·tembcr 1981, the R ailway Administ ra tion also issued 
o rders to the eITcct that on surfaces on which corro­
~ion had no t occuned, no red lead primer should be 
applied a nd tbar only two covering coats of either 
aluminium or red paint should be given. 

T ill 1981-82, painting of the steel girder bridges 
was being done departmentally. However, J1uring 
1982-83 the Railway Admini.,tration decided to get 
some of the bridges painted through contractors and 
prepared estimates accordingly. A review of these 
est imates revealed that in the case of seven bridges on 
~cw Jalpi::iguri-Chamagram and Raninagar-J alpaigmi 
New Bongaigaon sections, on ly 30 per cent of the 
s!'eel work of each of these bridges was considered to 
be prone to corrosion which necessitated scraping and~ 
applying of one primary coat of red lead paint. Two 
covering coats with aluminium or red oxide paint 
were to be applied over the ent ire area of the srecl 
WO(kS. 

However, before inviting tenders for the above 
works, the Railway Adminisrat io11 decided in April 
l 983 that 100 per cent o[ the painting area of the 
steel works o[ each bridge should- be scraped and 
pain ted with p rimary coat o f red lead followed by 
two cover ing coats of aluminium / red oxide paint. 
Contract agreements were executed accordingly and 
a'! addit ionai 70 per cen t of the area of steel works 
of each bridge \vas got scraped and painted wi th reel 
lead primary coat in contn:.vcntion of the extent or­
ders 011 the subject result ing in avoidable extra ex­
penditure o[ R s . 2.88 lakhs. 

Th e Railw<iY Administration staled in M arch 
l 986 that the p rovision in the estimate (1982-83) 
for 30 per cent of the area as corrosion prone was 
based on an aqhoc assessment. However_, subsequent­
ly il was apprehended in April 1983 that corrosion 
would be much more, as ihe steel girders bad been 
last painted during l 974-76 (7 to 9 years before). 

Il may be pointed out that the aforesaid provision 
was based on the established p ractice prevalent so 
loag as pain !iug was being done depar tmentally. The 
dcci ion to increase the a rea to be craped from 
30 to I 00 per c~nt was not taken after coocluctrng 
any survey er insp-.:c tion of -the ac1ual condition of 
th;; bridges. The R a ilway Administ ration's app<chen­
s ion in th is connnection was not valid in view of 
the known fact tha t even during 1974-76 only 30 
per cent o r the ::i rca was taken into account, · fhough 
the previous painting wa~ done as far back as 1963-
66 ( 10 to 1 J years before). 

1 
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CHAPTER V 

PURCHASES AND STORES 

21. Cenlral Railway- A voidable payment of sea port 
charges 

The Ministry of Railways (Railway Board) placed 
an order on a Korean 1irm in January 1984 for the 
manufacture and supply of 6000 tyres for Nletre 
Gauge carriage and wagon stock. Tlie contracr 
provided inter ali a that " the contractor should 'despatch 
b ill of ladirig and all other shipping documents to the 
Perr Consignee by Rcgi~tered Air Mail Post with a 
view to ensuri ng the receipt o( the documents well. in 
advance of the arrival of the cargoes at the l ndian 

from Bombay Port Trust. 

22. Non-realisation of full qo!>t of rectification cf 
defective and damaged imported wheelsets 

Jn paragraph 10 of the Advance Report of the 
Comptroller and Auditor Genenil of India for the 
year 1982-83 Union Government (Railways), mention 
was made of the unrealistic assessment of the level of 
production of wagons leading to prematu.re ordering 
of wheelsets during the period 1980-81 to 1982-83 
a'1d resultanr excess stock of abou1· 18 thousand 
wheelsets costing R s. l 5 cror~s . 

,_Ports." A review of the ut ilisdtion of different types of 
wbeelsets revealed that 2,588 wheelsets costing 
Rs. 454 lakhs were lyi ng rl!je~ted because of (a) 
transit damages in 2,152 wheelsets due to mishand­
ling at port of despatch or dest ination or at wagon 
builders' premises and (b) manufacturing defects in 
ti 36 wheelsets. 

r 

The Korean firm despatched 3282 tyres for Bornbay 
Porr under bill of lading el ated 1? N ovember 1984. 
It did not send the shipping documents to the port 
consignee, i.e., the Cont.roller of Stores, . Cenfral 
R ailway Bombay. The consignment . arrived at 
Bombay' Port on 8 Januaty 1985 and was lying i~1 the 
por t up to 26 March 1985 because the Port Consignee 
could not fu rn ish negotiable shipping documents to the 

cleating agents. 
T he Railway Administration took up the matter 

with the firm only on 23 January 1985 two weeks 
after the arrival of the cargo. The consignment was 
ultimately cleared on 26 March 1985, after cxecut~ng 
a Provisional Delivery bond as suggested by clearing 

agents. 

Meanwhile an amount of R s. 10.56 lakhs had 
accrued towards wharfage, demurragc and container 
detention charges for the p eriod from 12 January 
1985 to 26 March 1985 v. hich was paid by the Central 

Railway Administration . 
The Railway Administration stated in September 

1986 that major pa~t of delay in clearing the consign­
ment was due to .incorrect and incomplere advice from 
steamer agents, non-supply of documents by the 

supplier etc. 
The extra expcndiu,re of R s. l 0.56 lakhs incurred 

by the Central Railway on account of the failure of 
the contractor to despatch the documents to the Port 
Consignee has no t been recovered from the contrac­

\or (October ] 986) . 
The Minisfry of Railways (Ra ilway Board) stated 

in D ecember 1986 tha t a demand notice giving six 
weeks t ime for remitting the amount of claim had 
been issued to Korean firm on 27 November l 986 
and action was al<;o underway for refund of demurr:lge 

The Raiway Board decided in February . 1984 
tha t whcclscts damaged in transit would be se nt to 
Ra ilway Workshops for reclamation / rcctificarion and 
th at rejection memoranda would be issued to the 
suppliers for wheelsets which had manufacturing 
defects. Action was also to be taken for lodging 
claims with the respective suppliers. 

Out of 1376 damaged wheelsets (22.9 tonne), 
1267 wheelsets were reclaimed by the Wheel and 
Axle Plant, Bangalore at a cost of Rs. 163 lakbs and 
37 wheelsets costing R s. 6.45 lakhs were found to 
be beyond repair. Similarly, out of 550 damaged 
wbeelsets (20.3 tonne), 165 wheelset~ were reclaimed 
at a cost of Rs. 0.37 lakh and 36 wheelsets costing 
Rs. 6.09 lakhs were found to be beyond repair. In 
respect of 226 wheelsets (16.3 tonne)' rectification 
work is yet to be taken up. Thus so far 73 wheelsets 
costing R s. 12.54 lakhs have heen found to be beyond 
repair. Besides, the R a ilways have so far (December 
1986) incurred an additional expendit ure of R s. 163.37 
lakhs on rectificafion of 1432 damaged wheelsets. 
But in the absence of sui table insurance cover, th r. 
R a ilways were unable to cbim transit damages. 
Inforrnat!on about the remaining 42 1 wheelsets (72 of 
22. 9 ronne and 349 of 20.3 tonne) wrrs not available 
(October 1986) . 

As regards 436 wheelsets rejected on account of 
manufacturing defer.ts. th~ Railwny Board prcforred 
claims for '!(~. 75 .45 lakh~ on 4 firms during 1984-f,.), 
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but a sum o( R~ . J 5. 33 lakhs 011ly could be realised 
in full set tlement of the claim ~or 395 wheescts. The 
claims aggregating Rs. 6.87 lakhs for 41 whcelscts arc 
still bein6 pur:.ued ( Ct~ccrnbc r 1986). 

23 . . Claims outstanding against foreig:i fi rms 

The .Ministry of Railways (Railway Board) placed 
two contracts, or;0 on an Italian fi rm in July 1982 
aod the other on a Japanese fir m in October 1Y82 for 
the manufnctu r-e ;\ r:ri supply of 16,000 cartridge 
tapered rolle l' bearin g (8,000 Nos on each firm) to 
be fitted on l30XN wagons. Mounting of bearings 
011 wheelse ts w;1s the responsibili ty of the suppliers 
and charges therefor w·~re specified in tbe con tracts. 
The f.o.b. vaJu.: of the c two contracts. was Rs. 2.56 
crores in foreig 11 exchange. While the Italian fi rm 
completed the sup~ly in December 1982, th,, Japa­
nese firm did so in March 1983. 

The contracts, in ter alia, provided that the fi rn1s 
would be fully respo11sihlc for the stores being suffi­
ciently and properly packed so as to meet normal 
transit hazards such as storage in Port and handling 
during transit to l rdian Ports of entry. 

It was noticed that clue to inadequare packing, som~ 
cartridge tapered ro ller bearings were damaged. 
Consequently, these were not mounted on whcelscts 
by the mounting reams of the suppliers. The damaged 
beari ngs have been lying idle with the wagon builders 
<JS indiC'.l ted below : 

Name of the wagon bui lder 

I. Mess«-; Braithwaite 

2. Messrs. Bharat 
turing Co 

Wagon and Manufat::-

3. M essrs. Texmaco 

4. Messrs. CIMMCO 

5. Mc~srs . Burn Standard/ Howrah . 

Supplies made by 1he 
firms of 

Japan Ita ly 

88 nos. 

30 1105. 19 n:i;. 

8 no~. 52 nos. 

5 nos. 

144 nos. 

126 nos. 220 nos. 

In addition to t'.he above rejections, the Research , 
Designs and Standards Organ isation (RDSO) reported 
that 27 bearings supplied by the Japanesi:: firm had 
failed withi!1 the warra nry period. The total amount 
paid by the Railway Board for these 153 bearings 
( 126 damaged in t ran ~it and 27 rejected ) was 
Rs. 6. 12 lakhs. When the Japanes~ fi rm was asked 
to replace/repair the · rejccteu pearings in November 
1984, it agreed Co do so subject to the condition that 
an additiona l order would be placed on it and Railways 
would supply grease required for the job. Alternatively, 
the fi rm proposed to repair the bearings at their works 
in· Japa n free of cost provided freight' cha'rges to and 
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from Japan were borne Ly the Railway<;. The Railway 
Doard did not agree and asked the fi rm in January 
1985 to submit modified proposals which arc still 
awaited (October, l 986) . 

Similarly, te?bcemcnt of 220 bea rings ~uppli -:: cl by 
t he Italian furn, for which th•.: .Railway Board had . 
paid R s. 8.80 lakhs, has not S<) far been made (October 
1986) for want of grease and fixtures to he made 
:ivai lable to the firm by f<. ailways. 1n addi tion, the 
Railway Boa:-d incmrcd nn expenditure of Rs. 29,709 
towards wharf rent -at Calcutta Port due to delay in 
the clearance of cargo on account of i nade~1uate pac:k­
ing lists. 

The Railway Board stated in October 1986 that 
rcdarnation of rejected/damaged bearings of the 
Italian firm was under active process and a sum of 
Rs. 79,62i had been withheld from the Italian firm's 
agency commission bill . In tbe cas-~ of supplies from -.... 
the Japanese firm , the bearings would be got rectified 
through some other agency and efforts made to 
recover the cost the1·eof from the suppliers. The Rail­
way Board fu rther stated in December 1986 fhat the 
Jtalian fi rm !rnd rectified and mounkd 106 bearings 
out of 220 damaged. 

Although the supplies had been made by the 
two firms more than 3 years ago, neither tbe reject­
ed bearings have been replaced / fully rec~ified nor 
lrns the cost. of rejected material been recovered so fa~ 
from the two firms. 

24. Western Railway-delay in cnca~hment oi Bank 
Guarantee Bonds 

I . Supply of mild steel rounds 

In March 1975 the Railway Admin i~t r:i tion placed 
·.111 order on fi rm 'A' of Bombay for re-rolling o[ 390 
ton nes of mild steel rounds out of biJ.lets to be sup­
plied by the Railway subject to submission. of a 
Bank Guarantee Bond by the firm for Rs. 8.66 lak.hs 
( snbsequently reduced to Rs. 2 Jakhs) towards cost 
of billets. 

Against the Bank Guarantee of Rs. 2 lakhs cx~­

cutcd in May 1975 and vaUd upto 3 1 January 1976, 
the Administration despatched 96.7 tonnes of billets 
in August 1975 to fi rm 'A'. It supplied 34 025 
tonnes of mild steel rounds in Octocer 1975. An­
other 35 tonnes of billets were again despatched to 

the firm in December 1975. The value of billets in 
the custody of the firn1 was Rs. 2.21} Jakhs against 
the Bank Guarantee of Rs. 2 Jak hs. The validity of 
the Bank Guaran tee was extended upto 30 April 
1977. 

F irm 'A' failed to make fur ther supplies. There­
fore, the Administration cancelled the order and 
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asked the Bank concerned in March 1977, to pay a 
sum of Rs. 2 lakhs to the Railway. There was no 
respanse from the Bank. However, on the request of 
the firm the Railway Administration restored the 
order on it in June 1977 for supply of a part quantity 
of 84.505 tonnes of mild steel rounds extending 
the delivery pedod upto 31 July 1977 subject to its 
submitting a fresh Bank Guarantee of Rs. 2 lakhs. 
Fim1 'A' furnished (August 1977) a fresh Bank 
Guarantee Bond for R s. 2 lakhs v'alid upto 31 Octo­
ber 1977 and requested for extensiou of delivery 
date upto 30 September 1977. The Bank Guarantee 
was, however, accepted by the Railway Administra­
tion in December' 1977 by which time it had already 
expired. As the firm bad failed to supply the mate­
rial, the Bank was asked by the Administration in 
September 1978 to pay the amount of Rs. 2 lakhs 
as per the original Bank Guarantee Bond of May 
1975. The Bank repudiated (April 1979) the claim 
of the Railway on the plea that the fresh Bank 
Guarantee issued by it in August 1977 was valid upto 
31 October 1977 and that it was relieved of its liability 
under the said guarantee as the last clause thereof 
stated 1'.hat the said guarantee was in substitution of 
the earlier guarantee of May 1975 which stood 
cancelled . 

No effective action has been taken by the Admi­
nistration so far (November 1986) eithei: to realise 
the amount of Bank Guarantee from the Bank or 
to get back billets costing Rs. 2.26 lakh s from 
firm 'A'.. 

11. Supply of Joint bonds 

The Railway Adminis~ration placed an order on 
firm 'B' of Bombay in May 1977 for the manufacture 
Qf 4500 joint bonds from copper scrap to be supplied 
by the Railway subject to submission of a Bank 
Guarantee by the firm. 

Fim1 .'B' furnished a Bank Guarantee Bond for 
Rs. 1.30 lakhs va-lid 11pro 17 January 1979. fn 
December 1977, the firm supplied 2000 joint bonds 
against 2300 k_gs of copper scrap issued by the 
Railway Administration. A further quantity of 
2875 kgs of scrap valued at Rs. 87 thousand was 
supplied to the firm in June 1978. Firm 'B' neither 
supplied the joint bonds nor did it retnrn the copper 
scrap. The Guarantee Bond expired on 17 Janu­
ary 1979, but the Railway Administration di~ not 
take any action eitl1er ro claim the amount of Bank 
Guarantee from the Bank or to take back the ·scrap 
from the firm. 
S/ 2R C&AG / 87-8 
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25. Central Railway-Loss due to ineffective rhk 
purchase action 

The Railway AdmioistTation placed an order on 
firm 'A' of Calcutta in September 1983 for supply of 
100 tonnes of ingots of anti-friction alloy for manu­
facture of carriage and wagon bearings at rates vary­
ing from Rs. 18.15 per kg. to Rs. 18.45 per kg. 
Delivery was to be completed by 27 August 1984; but 
was amended to 27 February 1984 in October 1983. 
As the firm did no.t effect the suf ply according to the 
delivery scbe~ule, the Railway Administration cancell­
ed in January 1984 the order partly for 50 tonnes of 
the material at the risk and expense of the firm and 
placed orders in April 1984 on firm 'B' of Cala.utta 
for supply of 10 tonnes of ingots at the rate of 
Rs. 18.90 per kg. on trial basis and on firm 'C' of 
Bombay for 40 tonnes at the rate of Rs. 21.14 per 
kg. While firm 'C' supplied 18.495 tonnes of ingots 
bv the end of June 1984, firm 'B' failed to supply the 
material. Firm 'A' was granted in August 1984 exten­
sion upto 15 October 1984 for supply of the outstand­
ing quantity of 50 tonnes, but it did not supply thC'.1 
material. T he Administration, therefo'"r. cancelled the 
order on firm 'A' iq Deceml>er 1984 and those on 
firms 'B' and 'C' fo February 1985 on risk purchase 
terms. 

In March l 985 , the Railway Adminisl'.ration invitt.-d 
tenders for purchase of the outstanding quantity 
aggregating to 81.505 tonnes. The tender committee 
whjch met on 30 March f 985 observed that (i) risk 
purchase against firm 'B' might not be tenable as it 
was a tri~l order and (ii) r isk purchase on firm 'A ' · 
might also not be sustainable as the cancelled quantity 
(50 tonnes) was not the same as tendered for (81.505 
tonnes). The Tender Committee was of the opinion 
that the matter be referred ro the Law Officer to 
examine the tenability of the risk purchase. However, 
the "finalisation of the tender should not be delayed 
and purchase should be finalised" as the Stores mem­
ber had also mentioned that the position was critical 
due to failure of the firms to supply !he materials. 

Accordingly, orders w::!re placed (May /June t 985) 
on fLrm 'C' (the second lowest tenderer) for 40 ton­
nes at the rate of Rs. 27.27 per kg. and on firm 'D' 
of Bombay· (the sixth lowest tencierer) for 20 tonnes 
nt the rat{! of Rs. 27.75 per kg. (Sales tax ":lt 4 p er 
cent extra). Besides, firm 'C' was permitted to com­
plete the supply of the balance quantity against th..: 
earlier order of April 1984 as it did not accept th~ 
c:mccllation and offer~d to complete the supply. Firm 
'C' supplied a further quantity of 17 .850 tonnes in 
March/ April 1985 against th~ order of April 1 9~<4 

and 4 1.05 tonnes by 10 August 1985 against the sub­
s:i!quent order of May 1985. Firm 'D' completed tl:i e 



supply of 20 t'onnes by the end of March 1986. Al­
though,' Administration incurred an extra expenditure 
of Rs. 5.22 lakhs on purchases of materials from 
firms 'C' and 'D', a demand notice claiming Rs. 1.46 
lakhs only was served on firm 'A' in November 1985. 

The Railway Administration stated (JuJy 1986) 
that 

(1) the risk purchase against the tender invited 
In March 1985 might not have been tenable 
as the cancelled quantity was different from 
that rendered for; and 

(2) notice had been served on firm 'A' in May 
1986 for payment of Rs. 2.09 lakhs on 
account of risk purchase of 36.345 tonnes 
of the material against the first cancell~tion 
o~ 50 tonnes (Rs. 0.89 lakh) and general 
damages (Rs. 1.20 lakhs) on purchase of 
the balance quantity of 63.655 tonnes. 

It rr.ay be mentioned that according to the legal 
advke obtl!ined by the Railway Administration in 
August 1986, the change of quantity in the tender 
would not render the risk purchase untenable and, 
therefore, it was not in the interest of the Railway 
Administration to serve demand notice on firm 'A 
for Rs. 1.46 lakhs only as against the extra expendi­
ture of Rs. 5.22 lakhs. 

The Administration further stated in December 
1986 :that the legal advice obtained earlier in August 
1986 was based on incomplete information and that 
subsequently, the Ministry of Law·whose opinion was 
obtained held that the risk purchase was not tenable 
as risk purchase action shouJd have been completed 
withfo m months to be reckoned from 27 Febraury 
1984 i.e., the mutually agreed delivery date. The 
Admi.nist'tration also stated th:it the matter had been 
referred to arbitration. 

26. Southern Railway-Non-recovery of advance pay­
ment made for rejected billets 

The Ministry of Railways (Railway Board) entered 
into a contract with a firm of Calcutta in March 1981 
for the supply of 75 tonnes of 63 mm square billet~ 
at Ponmalai (Golden Rock) at the rate of Rs. 4,625 
per tonne plus Excise Duty and Sales Tax f.o.r., 
Calcutta, with the stipulation that price would be 
revised upward/downward according ro JPC prices 
of billets. As per the contract , the firm was entitled 
to payment of 95 per cent of the in~oiccd cost on 
proof ot despatch and balance 5 per cent ofl receipt 
of consignment in good condition by the consignee. 
Supply was to be completed within 9 months from t'he 
date of receipt of the order i.e., by 31 December 1981. 
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On a rev~ew of the stock position undertaken by 
the Southern Railway Administration in January 1982. 
it was found that there was heavy stock of this mate­
rial. By that tiip.e the firm had not delivered the stores 
on order. The Railway Administration advised the 
Railway Board on ·25 January 1982 that in view of 
the declining trend in consumption, the order for this 
item might either be cancelled or arranged to be divert­
ed to needy Railways. The. Railway Board informed 
the Railway Administration in February 1982 that the 
cancellation of the order was not possible irs the 
marerial had already been inspected and was under 
despatch. In fact the call Jetter was given by the firm 
on 17 December 1981 whereas inspection certificate 
was issued by RITES on 30 January 1982 i.e., after 
the expiry of the original delivery dat'e Wi per the 
contract. The contract was, however, extended upto 
31 January 1982 and thereafter in stages upto 
February l 983. The firm despatched 23,943 tonnes 
billets in February 1982, 6.06 tonnes in .May 1982 
and 46.465 tonnes in June 1982. In June 1982, the 
Railwey rejected 1.820 tonnes from the initial receipt 
as the pieces were found to be undersized in length. 
The enr.ire supply made in May and June 1982 
(52.525 tonnes was· also rej.!cted in August 1982 as it 
was found to be oversized. The paying authority was 
advised by the Southern Railway Administration in 
August 1982 to recover the advance payment amount­
ing to Rs. 3.11 lakhs made to the firm. The Railway 
Board pointed out in February 1983 that the rejection 
may lead to legal complications as the stores had been 
passed. on inspection' by t'be authorised agency. 

The rejected billets weighing 1.820 tonnes was re-­
twned to the firm in September 1982 on receipt of 
advice from the Pay and Accounts Officer of the 
recovery of advance payment of Rs. 12,760.84. As 
regards recovery of advance payment of R s. 3.11 lakhs 
for stores rejected in August 1982, the payjng authd­
rity advisoo the Railway Administration in March 
1984 that the matter being under the consideration of 
the Railway Board, the recovery could not be made. 

The Ministry of Railways (Railway Board) stated 
(May 1986) .that the present cost of the rejected stores 
was in the range of Rs. 6180 per tonne as against the 
procurement rate of Rs. 4625 per tonne and in view 
of the rate advantage the Zonal Railways had been 
asked whether this item could be utilised by them. 
It further stated (October 1986) that it had been 
decided t'o accept the r.:!jected material with 3 per cent 
price reduction offered by the firm and that Northern 
Railway had since sent a demand for 27 tonnes. 

The material has, however, not yet (December 
1986) been transferred to Northern Railway. 

1 1 



r 

27. Southern Railway-Avoidable prot.'tll'ement of 
' imported beatlngs 

During periodical overhaul of diesel locomoti~es, 
bearings in the axles ( important components required 
for assembly of wheels~ts) arc requi red. to be exammed 
arid replaced while ::<!disking of loco wheels if the 
existing ones are wom out or pitted or otherwise 

damaged. 

A review m Audit of the procurement and utilisa­
tion of bearings showed that there was unrealistic as­
sessment of requirements leading to excessive stocks 
and resultant loss of R s. 23.05 lakhs. T he details arc 
mentioned below : 

L Timken roller bearings 
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T he number of locomotives scheduled for periodical 
overhaul in Golden Rock Workshop is 72 per annum. 
The drawal of Timken roller bear ings from stock 
during each of the years 197 6-77, 1977-7 8 and 
1978-79 was only 4, 56 and 2 respectively. However, 
taking the l ife of the bearings as 10 yea rs, in the ab­
sence of any other authoritative information from the 
Researc:~ , Designs and Standards Organisation 
(RDSO) , the R ailway Administration placed indents 
on Diesel looomotive Works (DLW), Varanasi for 
import of 72, 246, 24 and 24 bearings i? 1977, 19_79 
1980 and 1981 respectively for use during the pen od 
from 1980-81 to 19.84-85 . While doing so, the actual 
~onsumption vis-a-vis stock position and actual life 
of the bearing was not taken into account. The bear­
ings were found to have · given longer service ·than 
10112 years. Out of 366 bearings that were indented 
on the DLW during the period from 1977 to 1981, 
353 bearings were received in the workshop on various 
dates between January 1982 and September 1984. 

Meanwhile, in December 1981 the Railway Ad­
ministration estimated that the annual requirement 
was 6 bearings only, but no action was taken to cancel 
the indents for 342 bearings placed be_tw7en November 
1977 and October 1980. The stock of bearings at the 
end of September 1985 a~ter transfer of some of 
them to other workshops was 223 bearings and would 
cover the requirements of more than eighteen years, 
with reference to estimated annual !~uirement of 12 
as revised in 1983. 

The vaJue of these bearings was Rs. 22.8 lakhs 
(including foreign exchange element of Rs. 10.857 
lakh~). 

With a view to reducing the stores balances, the 
Railway Administration decided in March 1984 to 
treat 213 bearings costing R s. 21.43 lakhs as. surplus 
to its require!llents and to hol9 them ~t 10 per cent 

of their original value i.e., at Rs. 2.14 lakhs resulting 
in a loss of R s. 19.29 Jakhs. 

Il. SKF spherical bearings 

Simihirly, in case of SKF spherical bearings used Oil 

metre gaug~ diesel locomotives, indents were place~ by 
Golden Rock Workshop for 406 SKF bearings during 
the period January 1979 to September 1981. T hese 
were covered by import indents placed on the DLW 
in January 1979 for 24 numbers, in December .1979 
for 40 numbers, in Oe;tober 1980 for 178 numbers 
and in September 198 1 for 164 numbers. A quantity 
of 286 bearings was received in the workshop on 
various dates betw~en October 1982 and F ebruary 
1985. 

The an nual requirement of this item was estimated 
by the Adminis tration at 96 numbers in November 
1983 which was revised to 45 numbers in December 
1984. The stock held in January 1984 was 109 bear­
ings costing R s. 4 .1 8 lak:hs. Since no bearings had 
been drawn from . stock for use by the workshop for 
mor0 than two years, the Adminil' tration <l.ecided to 
treat them as surplus to its requirements at the rate 
of 10 per cent of the original cost i.e., Rs . 0.42 lakh 
resulting in a loss of ~s. 3.76 l<;lkhs. 

Import indents for 342 SKF bearings (including 
72 for Golden Rock Shed) placed in October 198'0 
and September 1981 .were pending in March 1984 
when !'.he Administration decided to treat even the 
existing stock as surplus. Nevertheless, these indents 
were not cancelled and 2Z2 bearings-value Rs. 9.53 
lakhs (including foreign exchange element of R s. 4.54 
lakhs) were received-86 in September 1984 and 136 
iu February 1985. Had the Administration taken 
timely action to cancel the indents, an expenditure of 
Rs. 9.53 lakhs involving foreign exchange cleme~t of 
Rs. 4 .54 lakhs could have been avoided. 

28. Loss due to crack of imported (}Tes in lip rolling 
operation 

The Ministry of Railways (Railway Board) placed 
two contracts, one on a Japanese firm and the other 
on a Polish firm, in August 1979 and January 1980 
for t'.he manufacture and supply of 5865 wheel tyres 
for motor imd trailer bogies of Electric Multiple Unit 
stock (EMUs). Out of these, 2744 tyres were allotted 
to K anehrapara workshop of Eastern Railway, 276 to 
Kharagpur workshop of South Eastern Railway 
and the remaining 2845 tyres to Matunga workshop 
of Cent'ral Railway. 

A review of the utilisathm of these tyres in Kanchrn­
para workshop revealed tl1a1 ot.M: of 2744 ty res received 
in workshop between July 1980 and October 1982 
(of which 1667 were of Japanese and 1077 were of 



Polish make), 89 tyres (70 of Japanese make and 
19 of Polish make) got cracked during lip rolling 
operation. The Research Designs and Standards 
Organisation (RDSO) which investigated the reasons 
concluded that "the cause of failure of tyres during 
lip rolling operation appeat\S to be not due to mate­
rial deficiency but due to some other reasons". When 
the defects were pointed out to the firms in April 
1982, they sent their representatives to rhe workshops 
to examine the reasons for the crack. Their investiga­
tion reports concluded that the crack3 in the tyres 
oceurred rlue to ·'mistakes/non-uniformity of bp 
rolling operation" . They suggested ~0me cha11ges in 
the process of lip roUing operation. The firms had 
however. disowned their responsibility for fai lure of 
the tyres and turned down the Railway's claim of 
Rs. 2.05 !akhs preferred on them in Nowmber 1984/ 
January 1985. 

In reply to an audit query, the Eastern Railway 
Administration stated that the manufacturing pro­
cesses of tyres by both the firms werl! de_~e_ctive which 
often caused the manufacture of sub-s.tandard tyres 
by them. However, the Railway Board and the 
Eastem Railway Administration have not so far suc­
ceeded iJi establishing their finding that the manufac­
turin_g process adopted by the firms was defective. 

The Easrern Railway Administration had been put 
to a loss of Rs. 2.20 lakhs which had not been re­
covered from the firms. 

The Ministry of Railways (Railway Board) stated 
in December 1986 that the cracking of tyres at the 
time of lip rolling occurred due to improper lip rolling 
p rocess adopted by Kanchrapara Workshop and that 
the incidence thereof had almost been eliminated 
~fter carrying out improvements in Hp rolling pro­
cess on the advice of Japanese firm. 

29. Northern Railway-Purchase of Carbon steel 
class m of forging quality 

Blooms carbon steel class III of forging quality are 
used in Railway workshops for the manufacture of , 
various safety items and are mainly manufactured and . 
marketed by M js. Tata Iron and Steel Company Ltd., 
(TISC O) . . 

In order to cover their urgent requiremer.ts, the 
. Railway Administration placed an order on a firm of 

Calcutta in February 1987. for the supply of 42 tonnes 
of 300 mm blooms carbon steel class III conforming 
to Indian Standards Specification No. 1875171 at the 
rate of Rs. 4,848 per tonne plus sales ta.'<, duly ins­
pected by the Director of Inspection (of Directorate 
General Supplies & Disposals) with tbe stipulation 
o f 95 per cent advance payment on proof of despatch . 
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At the request of fue firm, the Inspecting Agency was 
changed to · Rail India · Technical and Economic 
Services (RITES) , Calcutt2, in March 1982. The 
film supplied the material in July 1982 duly inspected 
by M/s. RITES and a quantity of 43.5 tonnes 
consisting of 15 blooms was accepted by the District 
Controller of Stores (DCOS) Charbagh ir. August 
1982. On testing by the Chief Chemist and 
Metallurgist (CMT), it was found that only one bloom 
out of 15 conformed to specification, i.e., class m 
st'eel. The remaining 14 blooms were either of steel 
class I or class II. Consequen~ly, 14 blooms weighing 
38.38 tonnes were rejected by the AdminJstration. A 
joint inspection of the rejected material was carried 
out by the representatives of M js. RITES, t:he firm 
and the DCOS, Charbagh, in June 1983 and it was 
confirmed that the rejected material was of class I 
steeJ. The representative of the firm agreed to re­
place the rejected material but the same is still ""' 
(October 1986) to be replaced. 

Tenders were again invited in July 1984 for. pur­
chase of 42 tonnes of blooms ca!'bon steel class III 
of forging quality at the risk and cost of the default­
ing firm. The Tender Committee wh:cn met in Nov­
ember 1984 to consider the offers received in res-­
ponse to the invitation of tenc~rs, observed that the 
forging quality blooms, which were '4Sed for manu­
facture of various safety items, were manufactured in 
the country only by M /5. TISCO and that it was not 
desirable ro purchase them from traders who might not 
be able to supply standard quality blooms. It was, 
therefore, decided in November 1984 by the 
Adrni~stration to close the risk purchase · tenders 
and to recover general damages from fue firm at 
5 per cent of the cost of the material. Accord~gly, 
the Administration cancelled the order on the firm in 
December 1984 imposing 5 per cent general damages 
for non-fulfilmenr of the contract. 

Out of Rs. 2.25 lakhs paid: to the firm towards 
95 per cent advance payment, an amount of Rs. 0 .82 
lakh only bas been recovered leaving a balance of 
Rs. 1.43 lakhs inclusive of general damages amou,ntin~ 
ro Rs. 10,18 1. 

Although the purchase was made on emergency 
basis, the Railway Administration took five months 
to place fue order and another eight months t0 get 
the material tested. The purchase of the bloomc; from 
a furn .other than the recognised manufacturers resul­
t~d in the proeurement of substandard material costing 
Rs. 1.43 lakhs 

The Railway Administration stated in October 
1986 that:-

(i) since the material was heavy it took time 
to transport it to the shops and thereafter 
to the Chemist and Metallurgist for testing ; 



(ii) th~ Railway had already de-registered the 
firm 8:nd the case for banning of business 

/ with it on all Indian Railways was being 
processed ; and 

(iii) the disposal value of ?> 8.38 tonnes of rejected 
material would be more than Rs. 1.43 lakhs 
basod on June 1986 auction rates of scra-p 
class Ill axles. 

30. Eastern Railway-Non-recovery of excise duty 
from purchasers of railway materials 

During the manufacture of steel castings in R ailway 
workshops, scrap arisings occur in the form of solidified 
metal on a ladle (known as skull scrap), runners and 
risers. These are liable to excise duty under Central 
Excise Duty Tariff, item No. 26. According to the 
instructions issued by the Ministry of Railways (Rail­
way Board) in October 1975, in the case of manufac-

"" ture and delivery of excisable articles to outside par­
ties, excise duty should be collected by the Railways 
and paid to the Central Excise authority. The Railway 
Administration, did not collect the excise duty on 
such excisable goods sold to the outside parties by the 
Lecomotive and the General Engineering Workshops, 
Jamalpur. 

In February 1983, a notice was received by the 
Chief Workshop Engineer, Jamalpur, from the Assis­
tant Collector, Central Excise, Patna calling upon the 
former to show cause why penalty should not be 
imposed and Central Excise duty charged, under the 
provisions of the Central Excise Rules 1944, on the 
excisable goods (i.e., turnings and borings, skull 
scraps, runners and risers) disposed of in Jamalpur 
workshop. Even after the receipt of the show-cause 
notice, 2220 tonnes of skull scraps were sold by pu~Iic 
auction by the stores department Jamalpur Workshop 
lo outside parties during the period 29 January 1983 
to 25 April 1985 withour collecting the Central Excise 
duty (Rs. 8.06 lakhs) leviable thereon. 

In July 1985, the Collector, Central Excise, Patna 
issued two demand orders to the Chief Workshop 
Engineer, Jamalpur for payment of excise duty 
amounting to Rs. 10.16 lakhs (on sale of 2,800 tonnes 
of skull scraps from 29 January 1978 to 29 January 
1983) and Rs. 8.06 lakhs (on sale of 2220 tonnes of 
skull scraps from 29 January 1983 to 25 April 1985) 
by 21 August 1985 and 31 July 1985 respectively. 
A penalty of rupees one thousand was crlso imposed 
in addition to the amount of excise duty. 

All the skull scraps were sold by auction to private 
parties and excise duty of Rs. 18.22 lakhs was realis­
able from them. 

The Railwaiy Admi.nistration paid excise duty 
amounting to R s. 18.22 lakhs to the Central Excise 

55 

authorities in October 1985 (R>. 8.06 lakh!i) and 
March 1986 (Rs. 10.16 lakhs) in consultation with the 
Legal Adviser, Calcutta who opined in July 1985 that 
there was no substance for filing appe&l against the 
orders of the Collector, Central Excise, Patna for 
payment of excise duty. 

TI1e failure to collect Central Excise dirty from 
the purchasers of skull scraps i:esulted in payment of 
the dues amounting to Rs. 18.22 lakhs from the• 
Railway's own funds. 

The staff responsibili ty for non-collection of the 
excise duty has not so far (October 1986) been fixed. 

31. ,Northern Railway-Unnecessary procurement of 
silicon varnish 

Silicon varnish (Si l40C) is an imported item of 
stores used in the manufacture of power coils for 
electric locomotives. The shelf life of imported varnish 
is 2 years when srored in an: air-conditioned room. 
This varnish had been out of stock in Traction Motor 
Shop, Kanpur since October 1981. In pursuance of 
::i recoupment sheet placed by the Assistdnt Controller 
of Stores (Tracti.Qn Motor Shop) in January 1982 for 
recoupment of this item by procuring 400 kgs. of 
Metroak silicon varnish (F. 140), the Controller of 
Stores placed an order in August 1982 on a firm of 
Calcutta for the supply of 396 kgs. of silicon varnish 
F. 140. In the meantime, 30C• kgs. of imported 
varnish were received in the shop through Chittaranjan 
Locomotive Works in April 1982 against an indent 
placed earlier in August 1979. Although the Con­
troller of Stores had not till then pfac~.P the order 
on the Calcutta firm, the recoupment sheet was nor 
withdrawn on receipt of adequate quantity of imported 
silicon varnish. The material was also supplied by 
the Calcutta firm in November 1982 and was found 
suitable. Only 36 kgs. of this varnish had been 
issued to the Shops in February / June 1983. The 
balance quantity of 360 kgs. costing R s. 1.09 Iakhs 
was propcsed to be scrapped in Seprember 1985. 

Against indents ¢aced in March 1980, further 
supplies of 900 kgs. of imported varnish (Sil40C) 
were received in JanuacyjOctober 1983. Out of the 
total quantity of 1200 kgs. received, only 825 kgs. 
were consumed upto 4 February 1986, leirving a 
balance of 375 kgs costing R5. 1.65 lakhs. Since the 
average annual consumption of silicon varnish in the 
Shops was 225 kgs., the procurement of 1200 kgs. of 
imported varnish during the period April 1982 and 
October 1983 was excessive. Further, the shelf life 
of 375 kgs of sil.icon varnish having already expired, 
these may not be of l.15e. 

The tmnecessary placement of order for silicon 
varnish (F. 140) in August 1982 despite receipt of 
300 kgs. of imported varnish in April 1982 resulted 



in an avoidable expenditure of Rs. 1.09 lakhs. Besi­
des there had been an excessive procurement of 
imported varnish costing Rs. 1.65 Jakhs which could 
not ·be used within its shelf life. 

32. Northeast Frontier Railway-Non-recovery of 
railway dues from a private firm 

In paragraph 24 of the Report of the Comptroller 
and Auditor General of India for the year 1967-
U nion Government (Railways) , it was mentioned that 
the Railway Administrat ion had made on-account 
payment of Rs. 7.29 lakhs from November 1962 to 
June 1965 to a private firm for the supply of eighteen 
fabricated bridge girders. Subsequently the Railway 
Administration decided in January 1966 to reduce the 
number of girders and the consequent adjustment of 
the excess pay~ent of Rs. 1.57 Jakhs. The Public 
Accounts Committee (1967-68), Fourth Lok Sabha, 
in para 2.64 of their 23rd Report observed that they 
would like to be apprised of the final settlement with 
the firm in this case. The Ministry of Railways 
(Railway Board) in their Action Taken Note on the 
Public Accounts Committee's observations stated in 
December 1968 that the on-account payments made 
to the firm against raw materials not utilised for 
fabricated steel supplied to the Railway would be 
refunded to the Railway (cf. pages 27- and 28 of 
sixty second Report of the Public Accounts Com­
mittee) . The net amount refundable by the firm was 
assessed at Rs. 2.64 lakhs by the Raflway Adminis­
tration in December 1970. 

Thereafter, tbe matter remained in correspondence 
between the Railway Administration and the fic:m 
without any legal action havin.g been taken to enforce 
recovery of Railway dues. In the meantime, the firm 
was taken over by the Central Government in Decem- · 
her 1973 and subsequently nationalised with effect 
from· April 1975. In terms of the Nationalisation Act, 
a Commissioner of Payments was appointed before 
whom a claim should have been lodged by the Railway 
within the specified date. The Railway Administra­
tion, however, did not take due notice of the notifica­
tion appointing the Commissioner and consequently 
failed to prefer the claim before him before the speci­
fied date viz., 30 April 1978. Subsequently, the 
Railway Board approached the Commissioner of 
Payments/the Ministry of Industry in April 1981 / 
March 1983 fo r consideration of the Railway's claim, 
but tbe claim was rejected due to non-fulfilment 
of the aforesaid requirem~nt. 

The Railway Board :finally decided to abandon 
the claim an~ after adjusting Rs. 10,010 against 
pending bills of the firm accorded write off sanction 
for Rs. 2.54 Jakhs in M~lrch 1985. However, staff 
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responsibility for the loss is still (October 1986) to 
be fixed. 

The Railway Administration stated in October 
1986 that the firm had informed the Railway in 
June 1977 that notification about the appointment of 
Commissioner of Payments would be published in the 
newspapers and that the firm bad been addressed 
fo December 1977, March 1978, September 1978 
and Japuary 1980 ; but it . became aware only in 
July 1986 that the Commissioner of Payments was 
not empowered to entertain :inv claim preferred after 
30 April 1978. 

In this case, the Railway's claim for Rs. 2.64 
lakhs outstandii;ig from 1967 was lost becauc;e of its 
failure before nationalisation of the company, to 
t~e adequate legal action :ind, after the nationalisa­
rion to present its claim in time before the Commis­
sioner of Payments. 

33. Diesel Locomotive Works-Loss due to fraud&­
. lent supply of stores 

ln December 1979, Diesel Locomotive Works 
(DLW). Varanasi placed four different purchase · 
orders on a Calcutta based firm for the supply of 
copper tubes and admiralty brass tubes. 

The firm despatched .169 packages in ;.1 covered 
Railway wagon booked ex-Shalimar Goods Shed, 
Howrah to DLW siding under four different railway 
receipts dated 29 /30 January 1982. The wagon 
containing these packages was received at DLW on 
9 February 1982 with the seal of Shalimar Goods 
Shed intact. The consignments were packed in 
wooden cases which bore only the Railway marking. 
without the names of either consignor or consignee. 
It was mentioned in the railway receipts that the' 
wooden eases contained copper /brass pipes and the 
packing condition had been complied with. When 
the wagon was opened on 23 February 1982, two 
wooden cases were found with planks damaged and 
as such the two cases were opened in the presence 
of -siding clerk of Northern Railway and Railway 
·Protection Force Staff of DLW. On opening these 
cases it was .found that the same contained sand in. 
p.lace of copper or admiralty brass tubes as per 
invoice description. Suspecting that the contents of 
remaining cases might also be similar, the Deputy 
Controller of Stores issued telegrams to all concerned 
on 23 February 1982 demanding, inter alia, open 
delivery of the entire consignment. When open deli­
very was given on 2 and 3 March 1982 in the presence . 
of the Divisional Commercial Superintendent •. Nor­
thern Ra ilway and the representative of the supplying 
firm, it was found that all the packing cases contained 
sand only. The matter was reported by the DL W 
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Administration to the Chief Commercial Superinten­
dent, South Eastern Railway and a FIR dated 2 
March 1982 was lodged with the Police Station, 
Manduadih, Varanasi under section 406/ 420 lndfan 
Penal Code. 

Meanwhile the firm had claimed payment of 
Rs. 9.91 lakhs on the basis of inspection· report 
;uid proof of despatch and an amount of Rs. 9.47 
takhs had been released in favour of the firm on 
11 February 1982. A preliminary investigatipn 
report on this case was sent to the Railway Board 
on 9 March 1982. 

During preliminary investigation, it was noticed 
that :--

(a) in one of the four purchase orders. the 
inspection h~ been carried out by 'an 
agency other than that nominated in pur­
chase order ; 

(b) quantity in cxcel>'S of that stipulated in 
purchase order had also been inspected 
and payment was made for that excess 
quantity; 
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(c) the Inspector concerned did not affix his 
• seal on the material inspected ; and 

(d) the wagon was received at DLW on 9 
February 1982 but the same was placed in 
proper siding for unloading only on 23 
February 1982. 

The Inspector, who inspected the materials before 
despatch, the dealing clerk and the Section Officer 
of the Accounts Department who passed the sup­
plier's bill for advance payment were suspended 
in March 1982 but before any charge sheet could 
be issued, the suspension o~ders were revoked in 
April-May 1984. Disciplinary proceedings against 
the defaulting officials are still to be finalised and 
the investigation of the case has not been completed. 

Though a period of more than four years has 
elapsed no action has been taken against the Supply­
ing firm. 

The draft paragraph was issued to the DLW 
Administration on 16 October 1986; its reply is still 
(December 1986) awaited. 



CHAPTER VI 

EARNINGS 

34. Northern Railway-Haulag~ of private saloons 
by normal train services for tourist traffic 

In October 1976, the Ministry of Railways 
(Railway Board) approved the proposal ·of Nor thern 
Railway to run· for tourist traffic two fi rst class 12-
wheeler saloons (marked carrying capacity 10 passen­
gers per saloon) ownecl by au ex-Maharaja of a 
state. The saloons were to be run between Jodhpur 
and Jaisalmer by normal train services. Keeping in 
view that some extra profit might be earned by the 
Railways from the haulage of these privately owned 
saloons put to commercial use, the Northern Railway 
proposed a haulage charge of R s. 2.50 per km. for 
8-whceler (Rs. 3.75 for 12-wheeler) on adhoc basis 
as again_st the then public tariff rate of Rs. 2.20 per 
J..m. for 8-wheeler and haulage cost of R s. 1.24 per 
km for 4-whecler or Rs. 2.48 per km. for 8-wheeler 
(1916-77). This ad hOc rate was tentatively approved 
by the Railway Board in October 1976. However, 
in November 1976 the Railway Board fixed the 
haulage charges of these saloons at the public tariff 
rates, that is, first class fare per adult passenger 
subject to minimum charges of Rs. 1.10 per km. for 
4 wheeler saloon, Rs. 2.20 per km. for 8 wheeler and 
Rs. 3.30 per km. for 12 wheeler saloon. In addition, 
repair and mamtenance charges were recovcrabie 
from the ex-Maharaja as per codal procl!dure in order 
to bring the saloons to normdl working conditions. 

The two saloons were attached to the normal train 
services between Jodhpur and Jaisalmer with effect 
from November 1976. These used to remain in sea­
sonal operation during each year from 1976-77 and 
onwards from July to next April. 

T here had been a general revision of the public 
tariff ra tes for the haulage Qf tourist cars and saloons 
with effect from 1 June 1981 due to upward revision 
of passenger fares. According to the revised public 
tariff rate~, the fares for tourist cars and saloons were 
to be charged for the actual number of persons 
travelling or for double the marked carrying capacity, 
whichever was more, fares being computed on point 
to point basis. However, the Railway Administration 
did not revi0 e t he rates of haulage charges of tht$e 
two saloons in step with the revised Public tariff 
rates effective from I June 1981. 

ThG fact of non-revision of the tariff was detected 
in a test check of special ticket-; issued for the tourist 1 
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cars undertaken by Audit in August 1984. When the 
matter was brought to the notice of the Railway 
Administration in September 1984, debits for the 
undercharges amounting to Rs. 1.83 lakbs for the 
period from October 1983 to April 1984 were raised 
against the ·stations concerned in October 1984. How­
ever, these debits were subsequently withdrawn by 
the Railway Administration in February 1985 on the 
plea that the haulage charges for the running of 
pTivate saloons were fixed in November 1976 on 
adhoc basis and that the revised public tariff rates 
effective from 1 June 1981 were applicable only to ~ 
Railway owned saloons! touri~t cars. 

The Railway Administration approached tho 
Railw&y Board in September 1985 to fix the basis 
of charges for these private saloons but their decision 
is still (November 1986) awaited. In . the meantime. 
the Railways have been incurring loss of revenue as 
the haulage cost had gone up from R s. 1.24 per km. 
per 4-wbeeled vehicle in 1976-77 to R s. 2 .10 in 
1981-82 and R s. 3.48 in 1984-85 or Rs. 2.48 per 
km. per 8 wheeler in 1976-77 to R s. 4.20 in 1981-82 
and R s. 6.96 · in 1984-85. The saloons being 12-
wheelers the cost of haulage in 1984-85 would work 
out .to Rs. 10.44 per km. 

The non-realisation of haulage charges of these 
two saloons between Jodhpur and Jaisalmer at revised 
public tariff rates from June 1981 resulted in under­
charges of R s. 6.83 lakhs approximately for the 
period of their operation upto May 1985. 

The Administration stated in January 1987 that 
the Railway Board bad decided to allow a rebate of 
10 per cent over the normal tariff retrospectively 
from 1 June 1981 as the saloons are owned by the 
ex-Maharaja of Jodhpur and repairs and maintenance 
charges were paid by him and that the charges at 
the revised rate would be worked out and recovered 
from the party. 

35. Western, Northern and North Eastern Railways 
-Incorrect ccmpota~on of passenger fares . 

Rule 203(4) of Inman R ailway Conference Associa­
tion (!RCA) Coaching Tariff No. 22-Part · I for 
calculafion of passenger fares provide that second class 
combined fares for Mail/Express and Ordinary 
passenger trains should be calculated by first taking 
fares at the ordinary rate for the entire distance and 
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then adding the difference between the O rdinary and 
./ Mail/Express fares for the distance to be travelled by 

Mail /Express trains. In August 198 I , the R ailway 
Board revised the rounding off rules for passenger 
fares (effective from 1 October 1981) laying down.· 
t'hat the second · class ordinary fares upto 200 kms. 
should be rounded off to the next .higher multiple of 
10 paise and second Class ordinary fares for 201 Ions. 
and above and second class M ail /Express fares should 
be rounded off to the next higher multiple of 50 paise. 
R evis·ed passenger fare tables were however, not pre­
pared and supplied by the IRCA to the Railway Ad­
ministrations/stat~<ms immediately thereafter. 

However, the Western R ailway Administration 
issued instructions to the stations in September 1981 
that the exist ing fares appearing in rhe passenger fare 
table in force from 1st April 1981 should be rounded 

~ off as per the revised rules. 

A test check of the reco1:ds of Sawai ·M adhopur 
station held in December 1981 and of Indore station 
in April 1983 by Audit revealed that the second 
class combined fares chargeable from 1st Oct ober 
1981 had not been worked out in the manner laic( 
down in 1'1c aforesaid Rule but were arrived at by 
rou!ld iilg off lhe combined fares in fo rce from 1st 
Aprii i98 1 to t!te next higher multiple of SO pa i ~c . 
This resulted in shori recove.ry of fares a~grcgati r g 
to R s. 2 ,243 ;it Sa\\ ai Mnu hopur and Rs. 13,4-4..J. a t 
Jn dorn station. This irregularity existed a t all the sta­
tions over Western Railway till the next revised pas­
senger fares tables effecfr"c from 1st April J 932 were 
pub!i~hed by the JRCA and were supplied to the 
stations. 

In December 1983, the Western Railway A dminis­
tration brought to the notice of the Railway Board 
tha t the mcthcd of rotlnd ingoff of fares as adopted bv 
the Railway Adminis tration in September 1981 had 
been objected to by Audit. The R ailway Board 
clarified in S~ptcmber 1984 that combined fares should 
be worked out on the ba<>is of rhe fa res ar rived at after 
rcunding off the fares with effect from 1st October 
198 1. The Railway Administration thereupon assessed 
the loss of earnings a t R s. 10.76 lakhs which is vet 
to be written off. The incorrect rnethod of roundina 
off of fares adopted by booking clerks was not detec~~ 
cd either by the Accounts staff during internal check 
N by the Commercial and Accounts Inspectors during 
. local inspection of tlie stations. 

A s a result of test check of the records of 17 sta­
tions of Northern R ailway and 6 stations of North ­
Eastern R ailway undertaken by Audit during 1986. 
similar irregularity has been noticed resultinJ? in short 
realisation of fares amount'Ing to R s. 13,206 on 
Northern R ailway and Rs. 7 ,443 o~ the North Eastern 
S/28 C&AG/87- 9 
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R ailway during the period from October 1981 to 
March 1982. The Northern Railway Administration 
has since ra ised debits for Rs. 6,295 only against the 
stations concerned . The position obtaia ing at other 
stati on!' on this Railway is still to he re.viewed 
(Novem ber 1986 ) with ::l view ro determining the 
total am onnt of short r ecovery of fare for 
regular isation. 

36. Western, Central, Northern, North Eastern, 
Southern, South Centrnl and South Eastern 
Railways-Loss due to incorrect levy of surcharge 

In August 1981, the Min"isfry of Railways (Railway 
Board) issued instructions for tne levy of an extra 
surcharge of 50 per cent on articles of h igh value 
viz ., examination answer books, cinema fiims, etc., 
and a surcharge of 20 per cent in the case cf perish­
able traffic booked as parcel for carriage by a fast 
train. The surcharges were to be levied with effect 
from 1 October 19 81. 

A test check of !he records qf Mehsana station o! 
the Western Railway undertaken by Audit in July 
J 982 disclosed that the ab ove mentioned percentage 
surcharges on cinema films and perishable traffic 
carried by mail!express trains had not been levied cor­
rec tly in cases where freigh t ( before adding surcharge) 
for the consignmenr was Jess than the prescribed 
m inimum charge. The Western Railway Administra­
!iun, did rio t accept the Audit view st~ting (December 

· 1982) thar supplementary charges arc not to be levied 
on minimum charge~ . 

When i t was reiterated by Audit that the surch·argc 
was leviable on the minimum charge also as ot herwise 
the prescribed surcharge would not be collected in 
cases where the freigh t was less th an the minimum 
charge, the Rai lway Administ rat ion referred the mat­
ter to the Railway Board in M ay 1983. The Railwa}' 
Board thereupon issued circular instructions to all 
Railways in March 1984 that wherever the normal 
freigh t r ecoverable is the minimum charge, the sur­
charge would be leviabJe on sucb minimum charge. 
Th ese instructions were not ified by the Commercial 
D epartment of the Western R ailway in March 1984 
i tself bu t the surcharge on the m inimum .charge was 
not levied by the stations till F ebrua ry 1986. The 
short recovery of frefgn t charges for different periods 
between M arch 1984 and F ebruary 1986 at 33 stations 
of Western R ailway amounted to R s. 1,13,471. In 
addition, the undercharges in r espect of 21 stat'i0ns 
for the p er iod from October 1981 to March i 9 84 
have been assessed by Audit at R s. 1,57,895. These 
undercharges are still (November 1986) to be realised. 



The Western Railway Administration stated in 
November 1986 that out of the undercharges of 
Rs. I , 13,4 7 1 for the period from M arch 1984 on­
wards debits has been raised agairisr the stations for 
Rs. 62,335 relating to parcel traffic booked from 
Western Railway and for the balance amount of 
Rs. 51,136 . pertaining to inward paid traffic it is in 
touch with other Zonal Railways to ascertain the 

· extent of debits al ready raised by them against the 

stations. 

T est check; of. the position has disclosed that simi­
lar irregularities occurred on Central, Northe rn , 
North Eastern, Southern , South Central and South 
Eastern Railways resulting in short realisation of 
freight charges amounting to Rs. 4.52 Jakhs spread 
over different periods from March 1984 to June 1986. 

37. Western and Northern Railways--Shctt recovery 
of freight cba~es 

The ra tionalisation scheme General Order No. 1 
of 1 Q84 was partially amended by tbe R ailway Board 
in June 1984. According to tbe amended order all 
gu..)ds traffic coming via Central and Western Railways 
and moving via Tuglakabad lOkhla for stations on 
Saharanpur-Ambala-Ludhiana (Exel) sections and 
stations on its branch lines and vice versa were to b e 
beaked ·and routed via Tuglakabnd/ GJ\L lGoods 
A voiding line) Ghaziabad-Meerut-Saharanpur-Ambala 
with effect from 1st July 1984 and the chargeable 
distance was to be increased by 58 ,ki lometres. 
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During an Audit inspection of Kankarin sta tion 
undertaken in N ovember!December 1984, it was 
noticed that the distance for charge via the rationalis­
ed route had not been correctly worked out resulting 
in 5hort recovery of freight charges amounting to 
Rs. 3.14 lakhs. When th is was brought to the notice 
of the Railway Administration in February 1985, the 
Western R ailway Administration informed Audit in 
August 1985 that undercharges of R s. 2 .82 lakhs had 
also been detected in internal check curing the period 
from July 1984 to October 1984. H owever, correct ive 
act ion was not taken by the R ailway Administration 
and Audit pointed out further cases of u ndercha rge of 
R s. 8 .6 lakhs during subsequent inspection undertaken 
c:iuring F ebruary 1985 to March 1986 of 15 station!! 
covering th e period upto N ovember 1985. 

The Northern a nd Western R ailways issued instruc­
tions belatedly in September 1985 and October 1985 
respectively to all the stations to add 58 kms. to the 
existing distance for levy of freight by the above 
Rationalised route. In spite of the above instructions, 
Asarva station on Western R ailway continued (Feb ­
ruary 1986) to adopt incorrect dis tance for cha rge. 

A test check again by Audit carried out during the 
months from Janua ry 1985 to January 1986 disclosed , 
further undercharges of Rs. 1.8 1 lakhs (inclusive of 
under-charges amount ing to R s. 1,33,977 detected in 

lnt.::rnal check). 

The Western R ailway Adntlnist ration stated in 
October 1986 that out of the total undercharges of 
Rs. 13.55 lakhs pointed out by Audit, undercharges 
amounting to Rs. 11.74 lakbs h ad been detect ed in 
internal check of invoices and included by the Ac­
counts O ffice in the incorrect statements of the res­
P'-' :tivc months and that out of the remaining under­
ch arges of Rs. 1.8 1 lakhs Northern Railway had been 
advised to recover Rs. 1.65 lakhs and a sum of 
Rs. 16,131 had been debited to stations on Western 
Railway; of which Rs. 7, llO have since been r<'­
covered. 

T hey further stated that Vadodara Division had been 
directed to take up with the staff at fault at A sarva for 
thei r failure to levy correct charge a nd that instruc­
tions had been repeated to aU concerned in M ay 1986 
to observe rules and ensure correct lcvy/ reco-.·ery of 
freight a11d other charges according to instructions 
issued from time to t ime and to avoid recurrence of 
simi lnr lapses in future. 

38. Western Railway-Undercharges of freight on 
vegetable oil carried in tank wagons 

The freight on vegetable o il carried in !ank wagons 
is to be charged on the carrying capaci ty (in weiJ?hO 
marked on the tank wagon as also notified in the rate 
circulars or the weight arrived at on the basis of con­
version ~tio which is 1109 litres to 1 tonne, whichever 
is more. 

In paragraph 33 of the R eport at the Comptroller 
and Audito r General of India for the year 1978-79-~ 
Union Guvernment (Railways) it was mentioned that 
freight on vegetable oil booked in tank wagons from 
Indira Dock and Grain Depot stat ions of Bombay 
Port Trust (BPT) Railways was charged on the basis 
of weight declared by the senders in the forwarding 
notes instead of on the converted weightJcarryin g 
capacity of the wagons as no tified in the ra~e circulars. 
resulting in short realisation of freight a mounting to 
Rs. 3.35 lakhs during the period from J anuary 1974 
to September 1979. 

Th e Railway Admin istration thereupon reviewed 
the position and advised Audit in November 1979 
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that there were n o oth er cases of undercharge of 
freight on such consignments. However, during Audi t 
inspeciion of Bombay Port T rust R ailway stations, 1 
Kandla Port and o ld Kandla stat ions under~aken bet-
ween Ju ne 1980 and April 1982, it was noticed that 
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the irregularity petsisted, resulting in undercharges of 
freight amounting to R s. 5.46 lakhs. 

Thus, the Railway Adl1linistration not only furnish­
ed incorrect information to Audit, but also failed to 
take adequate remedial action to prevent recurrence 
of the irregularity. 

The Railway Administrat ion stated in Oct ober 1986 
that (i) undercharges amounting to Rs. 72912 were 
detected in internal check during the regular check of 
in voices (ii) furth er undercharges of Rs. 71 247 were 
detected by the R ailway Administration as a result 
of review conducted at Bombay Port Trust Railway 
stations, Kandla P ort and Old Kandla for the period 
J a1;uary 1981 (BPT stations), November 1981 (Kandla 
Port) anti September 1982 (old Kandla) onwards a nd 
tha t out of the totai undercharges of Rs. 5.46 lakhs 

>- (including Rs. 4.74 lakhs de tected by A udit) Rs. 1.19 
lakhs had been recovered leaving a balance of 
Rs. 4.27 lakhs (October 1986). It also stated that 
staff responsibi lity for furnishing incor rect informa­
tion to .i\udit had been fixed and two sets of Railway 
passes of the concerned employee had been withheld 
and that the d isciplinary cases against 4 officials of 
Kandla Port s tations had also been finalised with hold­
ing their one year increment without fut ure efiect. All 
Divisional Railway Ma nagers had also been instructed 
in August 1985 to undertake review of similar trc.nsac­
tions and send statement of undercharges to the 
~ccounts Office for raising debits, if due. 

39. North Eastern Railway-Incorrect levy of freight 
on co11signments of firewood booked to sugur factories 

I p the Indian RaiJway Conference Association's 
Goods T ariff No. 37-Part-I Vol-II (in force from 
1st July 1982) "Firewood for domestic use" was given 
a lower classificat ion than " Timber NOC" ( i.e., other 
timber) for the purpose of charging freight for wagon 
load consignments. With effect from 1 July 1983 the 
description of the former was changed to "Firewood". 
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T he booking of "Firewood" was subject to Special 
Condition No. 10 since J anuary 1974 wh ich stipulated 
that the consignment would be charged at th~ rates 
applicable to firewood only when the consignor gave 
a declarat ion on the forwarding note that it was 
meant for use as fuel and this fact was also reproduc­
ed on the invo ice Jrailway receipt. T he Railway Board 
partially modified the _above Special Condition No. 
10 in M ay 1982 (effective from l July 1982) and the 
word "Firewood' ' was substituted by th e words 
"Firewood for domestic use only." However, when the 
descrip1ion of such consignments was changed fI'om 
"Firewood fo r domestic use" to "Fire wood" (effective , 

from July 1983) correspond ing change was not made 
in the special condi tion No. 10. 

A test check by Audi t a t six stations during Septem­
ber to D~cember 1983, revealed that firewood consi­
gnments had been booked to sugar factories during 
the period from July 1982 to June 1983 giving the 
declaration on the forwarding note to the effect that 
these were meant for use as domestic fu t>!. Further 
review undertaken in August 1986 at the above six 
~tations disclosed that similar declaration had been 
mad~~ fo r consignment booked during the period from 
Ju ly 1983 to April 1986. Sugar factories use firewood 
genera lly to he-at the boilers for commercial production 
of sugar. However, the conSlgnors took advantage of 
the bcnefi < of lower rates by giving the declaration as 
per Special Condit ion No. 10 re1erred to above. 

The improper description of the purpose for which 
the consignments had been booked resulted in under­
charge of freight amounting to Rs. 2.04 lakhs during 
the period from July 1982 to June 1983 in respect of 
cons ignments booked to the sugar factories served by 
these six sta tions only. A further undercharge of 
fu~ight amounting to R s. 2. 75 lakhs occurred on such 
consignme:its booked to the same sugar factories 
during July 1983 to April 1986. 

T11e magn itude of the undercharge would be more 
than twice as much if the freight charges were re­
covered at double the highest classification as requir­
ed under Tariff rules in case of commodities which 
were found on arri val at destination to have been im­
properly descri bed in order to obtain the benefit of 
lower classification. 

.io. Western Railway- -Construction of a railway 
siding and peripheral yard by a private party 

Prior to conversion of Viramgam-Okha metre 
gauge section into broad gauge with effect from 
Apri l 1984, a chemical factory located at Mithapur 
(Gujarat) was served by a metre gauge siding. In 
the original project estimate for Viramgam-Okha­
Porbandar conversion, a sum of Rs. 18.67 lakhs was 
provided for creating facilities at M ithapur for hand­
ling BG traffic of the ab ove factory. T his provision 
was raised to R s. 42 lakhs in the revised estimate 
sanctioned in J unc J 98 J. The cost of addi tional 
facilities arisinJi: out of future expansion of the factory 
was to be borne by the party. 

Afte r considering various alternative plans in con­
sultation with the factory owners, it was decided by 
the Ratlway Administration in October 198;) tn 
con struct a peripheral yard taking off from a new 
station B himarana, that emerged between Varavla 
and Mithapur stations, in order (a) to improve the 



mobility of rolling stock and (b) to dispense with the 
need of. a Railway's shunting engine. 

The Railway Administration prepared a detailed 
estimate in November 1983 for Rs. 293.54 lakhs 
based on the agreed plan against which the factory 
owners w'ere requested to deposit Rs. 50 lakhs. How­
ever, the party neither deposited th.is amount nor did 
it accept and sign the estimate till September 1984. 
On the other hand, it informed the Railway Admi­
nistration in January 1985 that it had carried out 

' the work of periphe ral yard including laying of cer-
tain lines and fuel siding and claimed Rs . • 79.89 
Iakbs from the latter. 

Paragraph 1828 of the Indian Railway Code for 
the Engineer:ing Department lays down inter alia that 
if the party concerned so desires, it may be permitted 
to carry out a portion of work relating to private 
and assisted sid ing provided the R-aifoay Administra-· 
tion is satisfied that the party is capable of doing the 
work satisfactorily according to R ailway's specifica­
tion and the work is carried out under Railway's 
supervmon. Items like laying of track, construction 
of bridges and provision of signals should however, 
invariably be done by the Railways. 

In August 1984, the Railway Board accorded ex 
post facto sanction permitting the siding owners of 
Viramgam-Okha-section to construct bridges and 
lay track in their sidings in relaxation of the above 
codal provisions. E ven before that, the party had 
constructed the siding and rhe peri pheral yard v.hich 
started functioning with effect from April 1984. There 
is no evidence to show that the use of mat~rials like 
stone ballast, permanent way and ether building 
materials and the work done by the party were super­
vised by the Railway officials to ensure that these 
were strictly in accordance with Railway's specifica- · 
tions. 

A review of the functioning of the BG siding and 
the peripheral yard during 1984-85 a:ld 1985-86 
(upto December 1985) revealed the following :-

(i) No agreement for. the construction, mainten­
ance and operation of the BG siding and 
peripheral yard has been ex~cuted so far 
nor have the terms been s~ttled and got 
ai::cepted (December 1986) in advance. 
The claim for the reimbursement of 
R s. 79.89 Jakhs preferred by the party in , 
January 1985 still remains to be settled 
(December 1986). 

(ii) Detention to BG wagons in the peripheral 
yard increased in comparison with the de-
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tention prior to April 1984. The demurrage 
char_ges raised but waived as a matter of 

" course without any application from the 
party were as indicated below : 

(Rs. in lakhs) 

Period Amount Amo unt Amount Percen-
·accrucd waived recovered tage of 

J 984-85 

1985-86 (Upto 
September 1985) 

45.64 

18 . 13 

40 .02 

10 .52 

waiver 

5.62 87 .68 

7.61 58.03 

(i.ii) Diesel locomotives bringing loads ·had been 
detained in the :vard for more than half an 
hour. 

(iv) Average detentions to sick wagons "aried 
between 7 hours and 108 hours mainly~ 
because of non-availability of party's shunt­
ing engines for detachment of sick wagons 
from the rake and their placement on sick 
lines. 

(v) There were heavy left overs of the wagons on 
account of inadequate tippler facilities and 
also because the company's shunting engine 
did not have sufficient hauling capacity. 

(vi ) As against 7 lines required to be laid in the 
yard only 5 lines had been laid by the 
party. Absence of adequate holding capa­
city caused overflow of sick wagons on the 
sick line. 

(vii) As per orders of the Railway Board issued 
in April 1977, siding charg~s receiv·erable 
from the party had to be fixed and notified 
within 3 months from the d1te of its opening 
(April 1984) but this bas i~ot been done so 
far (D ecember 1986) . According to a ~ur­

vey done by the Railway Administration in 
February 1985, 2 hours and 12t minutes 
were being taken for a round trip but siding 
charges were being recovered on the basis 
of the following timi;1gs :-

(a) When light engine goes 
from Bhimarana station 
to the siding a11d brings 
loaded or emp! y wagons 
therefrom -1.5 minute:. 

(b) When engine goes · from 
Bhimarana station to the 
siding wit3 empty or 
loaded wa~ons and 
returns light. -20 minure~ 

I 

I 
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( c) When engine goes from 
Bhimarana station to the 

siding with empty or 
loaded wagons and brings 
empty or loaded wagons 
from there. -35 :ninutes 

The above resulted in short recovery of 
siding charges amounting to Rs. 17.87 
lakhs during ~e period from April 1984 
to December 1985. 

Tbe dra(t paragraph was issued to the Railway Ad­
miuistration in September 1986; its reply is still 
awaited (December 1986). 

41. Southern Railway-Detention to wagons in a 
pnvate siding 

At the request of the Bharat Heavy E_lectri~als 
Ltd. (BHEL), a private ·siding (7 kms) at Mukunda­
rayapuram station (between Arakkonam and Ka.tpadi 
junction stations) was constructed by the Ra1h~Gy 
Administration at an estimated cost of Rs. 1.12 
crores. The entire cost of the work executed by the 
Railway was borne by the BHEL. The agreement 
for operation and maintenance of the private siding 
executed on 20 July 1985, provided inter-alia that 
the trip time of locomotive used for placemem and 
r.:moval of wagons would be calculated from Mukun­
darayapuram station to the siding and back ( J 4 kms.). 
The instructions issued by the Railway Board in 
September J 975 envisaged that when a light engine 
was brought from another station exclusively for the 
above operation a t the siding, the trip time should be 
calculated · from that station to the siding and back. 
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The siding was opened for traffic in wagon lo'ads 
with effect from 23 April 1983. As shunting engines 
wae not available at Mukundarayapuram for place­
ment and removal of wagons from the siding, this 
op•·ration was being done by diesel locomotives sent 
froir. Arakkonam junction station. A test check by 
Audit revea1cd that during 1985-86 only on 4 occa­
sions consignments in wagon loads booked for the 
party were brought in through trains; on 184 occa­
sions locomotives were deployed from Arakkonam or 
more distant stations. Nevertheless, the siding 
charges were fixed with reference to trip time from 
Mukundarayapu.ram station to the siding and bac~ 
instead of from the junction station to the siding ( 44 
kms) and back, which resulted in Joss of rl!venuc. 
Though tb~s practice had been continuing since April 
J 983, the siding charges have not been revised tak­
ing into account the extra operation cost in~urred by 
the Railway exclusively for the party. On the basis 
of 420 trips n_rnde by locomotives to and irom the 
siding, the amount of siding charges short collected 
ha~ been assessed by audit at Rs. 5.26 Jakhs upto 
March 1986. 

Further, then.: were delays in supply of locomotives 
·by Arakkonam station which caused detentions to 
loaded wagons at the siding. During a test check 
undertaken by Audit in May 1986, it was noticed 
that between July 1983 and M arch 1986, 1856 wagons 
suffered detentions to the extent of 9.45 days on an 
average (excluding the days of arrival and completion 
of loading). fo monetary terms, the loss of e'<lrning 
capacity has been assessed by Audit ai Rs. 24.73 
JaJdJS. 



CHAPTER VII 

OTHER TOPICS OF INTEREST 

42. North Eastern Railway-Non-adjustment of ad­
vances of travel1ing allowance paid to Railway Terri­
torial Anny Personnel . 

Rules provide that no bill for travelling allowance 
other thau permanent travelling allowance shall be 
paid unless it is signed or countersigned by the 
Controlling Officer of the railway servant concerned . 
A railway servant proceeding on long tour ro ny, 
however, be granted by the Controlling Officer an 
advance wfficient to cover, for the duration of the 
tour, hi personal travelJing expenses and contingent 
charges such as hiring of conveyances, e tc. Such ad­
vances should be adjusted immediately upon the 
railway servants r eturn to headquarters. A no te 
of advances is required to be kept by the bill dra\\ing 
officer for wa tching their adjustment. B eside:;, the 
amount passed in internal check is required to be 
no ted in the relevant registers in the Accounts Oflicc 
to watch their subsequent recoveries. 

A test check undertaken by Audit in July 1981 of 
the initial documents of the Office of A3sistant -Me­
chanical Engineer (Diesel), Kanpur Anwarganj r e­
vealed that advances of t ravelling allowance amount­
ing to R s. 10,500 paid by Northeas t Frontier Railway 
Administration at the request of the Officer Com­
manding, T erritorial Army Unit to 10 non-gazetted 
employees deputed on T erritorial Army duty to th e 
Northeast region dw-ing October 1979 to J anuary 
1981 had not been adjusted as the employees concern­
ed had not subm itted th eir T.A. Journals to the hill 
drawing officer after their disembodiment. 

Further review of the position undertake n by Audit 
during April-May 1984 revealed that 2078 railway 
person nel of different o ffices of the Railway had been 
deputed for Territorial Am1y ·duty to the Northeast 
region under the O fficer Commanding (TA), Muza­
ffa rpur in each of the three spells from October 1979 
to F ebruary 1980, October 1980 to J anua ry 198 l 
and F ebrua ry 1983 to M ay 1983. Advances of 
travelling allowa nce had been paid to these personnel 
every month during their deputation, as a matter of 
course. through salary bills prepared by the concern ed 
bill d rawing officers of Lucknow, Varanasi, Sonpur 
and Samastipur Divisions of the R ailway. The 
amount was neither noted by the bill drawi ng officer 
nor by the Accounts Office af ter passing the claim in 
in ternal check for watching its subsequent adjustm ent. 
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fn the absence of a systematic record of such•payments, 
the actual amount of advan ces paid, that adjusted and 
the balance was no t ascertainable in Audit. However. 
a· test check of the office copies of salary bills o f the 
concerned C'mployees of Lucknow and Varanasi Divi­
sions disclosed that a sum of R s. 1.49 takhs drawn 
in fa vour of 74 Territorial Army personnel as advan­
Cl.?S of t ravelling allowance for the period February 
J 983 lo M ay 1983 h-ad no t been adjusted/ recovered 
(July 1986) . The actual amount involved in the 
ca ·e of 2078 employees is yet to be assessed and ad­
justed by the Railway Adminis tration. 

It was no ticed in Audi t that, in addition to the 
adva uces of travelling allowance drawn and disbursed 
through salary bills, such advances were also paid to 
Territorial Army personnel by the Northeast Frontier 
Railway Administrat ion during their deployment in 
Nolhcast region on the authority of sanctions issued 
by the Command ing Officer of the Territo rial Anny 
units. This was done without prio r consent of Nortl1 
Eastern R ailway aI).d without ensuring tha t payment 
is no t be i11g made by that R ailway also. The amount 
of such ad,'ances awaiting adjustment has been assess­
ed at R s. 24.55 lakbs on the basis of certificates 
issued by the Commanding Officer (TA) in 2368 
cases a t the time of their disembodiment. Out of the 
sum of R s. 24.55 lakhs p aid by the Northeast F ron­
tier R ailway Administration acceptance of debits by 
the North Eastern R a ilway could be verified in Aud it 
for R s. 15.02 Jakhs till November 1986. T he con­
cerned employees have n o t so far (D ecember 1986) 
submitted the requisite T .A. Journals after their dis­
embodiment. Consequently, the advances amount­
ing to R s. 24.55 la khs also remained to be adjusted. 

The irregularity was p ointed out to the North 
Eastern R ailway ~dm.inistration in July 1984; its 
reply is still awaited (DecemEer 1986) . A reply to 
the d raft paragraph issued to the Railway Admi­
nistration on 3 September 1~6 has also not been re­
ceived so far (December 1986). 

43. Central Railway-A voidable expenditure due 
tu promotion of a junior person ignoring the "Seniority 
of other~ 

Promotion of railway employees to non-selection 
posts i made on the bas is of scnio rity~cum-suitab!lity, 
suitabi lity being judged by the competent a uthority. 
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The only excep tion to t his rule is that for adminis­
tra tive convenience, which should be recorded in 
writing, a railway employee other than the senior 
most could be appointed to otneiate in a short term 
vacancy not exceeding two months as a rnl~ and four 
months in any case . T his rule was not, however, ob­
served in the case of a Junior Draftsman 'P' ( scale 
of pay Rs. 150-240) working in the offtcc of the 
fa~cutive Engineer (D), JabaJpur, who was pro­
moted to officiate as temporary Senior Draftsman in 
the scale of pay Rs. 205-380 in the same office with 
effect from 24 December 1962 against a workcharged 
post, purely as a local arrangement temporarily 
ordered in the exigencies of service, ignoring 17 per­
sons senior to him. H e was subsequently transferred 
and . posted at Katni with effect from 28 March 
1963. He continued to ofTiciatc as Senior Draftsman 
till 18 March 1965 when his own turn for promotion 
came as per common seniority. 

The 17 affected Draftsmen, after their promotion 
as Senior D raftsmen in the order of common senior­
ity during the period from 9 December 1963 to 3 
March 1965, demanded rate of pay equal to the pay 
drawn by 'P' as Senior Draftsman under the extant 
orders of the Railway Board. T he Railway Adminis­
t ra tion rejected their claims in August 1978 ma inly 
on the ground that the promotion of 'P ' in Decem­
ber 1962 as Senior D raftsman against a temporary 
post was fortuitous . T hereupon, all the 17 persons 
senior to 'P' filed an application in September 1978 
in the Central Government Labour Court, Bombay 
claiming stepping up of their pay. In its judgement 
dated 5 Ap ril 1983 the Labour Court, inter-alia, ob­
served that while a temporary officiating arrange­
me nt at Jabalpur could be understood, a t least at 
the time of transfer of ·p ' to Katni (March 1963) it 
was necessary on the part of the R ailway to make 
"the posting according to the seniority". T he court 
orde_red that the R ailways should fix the pay of each 
applicant stepping up to a figure equal h1 the pay ~s 

fixed for ' P' and pay the arrears as due within threr. 
mont hs. A wri t petition filed against this judgement 
by the Railway Administration in the High Court of 
Bombay in June l 984 was rejected by the court on 
2 1 August 1984. 

T he affected draftsmen themselves ftled "due and 
drawn" s tatements m the court in D ecember 1983 
and on that basis arrears of Rs. 1,37,898 ( including 
interest) were paid to them in Novemb('r/ Dccember 
1984. 

65 

The R a ilway Administration has not so far (De­
cember 1986) formally refixed their pay in the light 
of court judgement and determined the amount oE 

arrears actua lly payable to them and the recurring 
expenditure being incurred by the R,ailway due to 
stepping up of the· pay on the dates of their regulnr 
promotion equivalent to the pay bei!1g dra\\ n by 'P' . 

44. South Eastern Railway-Irregular appoint• 
ment and retrenchment of casual labourers 

In July 1973, the R ailway Board issueJ orders 
that casual labourers other than those employed on 
'projects" should be treated as ' temporary' after con­
ti nt uus employment for four months. 

Du ring an inspection undertaken by the A ssistant 
E ngineer, Kharagpur in August 1975, it was noticed 
that 54 casual labourers h ad been engaged by some 
engineering subordinates during the yeaci; 1973 and 
1974 without obtaining the sanction of the compe­
tent authority. The wages of some of these labourers 
had been drawn through labour pay sheets of pama­
nent st'::lff against vacant posts. A s their engagement 
was not regular, on 8 September 1975, ret ren chment 
notices were 'erved to .38 casual labourers who were 
then in service, offerirlg one month's wages in lieu 
of notice period a nd retrenchment compensation. 
Th ey were ret renched with effect from 24 ..:'eptember 
1975 (forenoon). 

Out of the retrenched casual labourer~. 11 file<l 
writ petitions in Calcutta High Court on 3 October 
l 975 inter al ia, on the grounds that (i) the relev::.m 
provisions of Industrial Disputes Act 194 7 had not 
been followed, (ii) they had .not been treated '3S 

temporary railway serva9t!i though they had render­
ed continuous service for more than 4 months, (iii) 
the principle of " last come first go" as contained in 
Section 25G of the Ind ustrial Disputes Act 1947. 
had not been followed, ( iv) they were retrenched 
without considering their seniority p osition, (v) re­
t renchment notice was violative of Article 3 11 of 
Cons,titut ion of India, and (vi) no opportunity of 
re-employment ·was given though new hands were 
recruited in the E ngineering Department. 

While the wri t p etitions were pending in the H igh 
Court, the Railway Admi11istration discovered in 
January 1977 that the reasons for retrenchment had 
not been indicated in the retrenchment notices in 
terms of section 25F of the Industrial Disput es Act 
1947. T he Railway Administration offered re-engage­
ment to a ll the 54 retrenched casual labourers in bat­
ches between Apri l 1976 and July 1978; but 8 out 
of 11 casual labourers who had filed writ petitions 
<l id not join. A fresh retrenchment notice was issued 
to 5 of them in July 1977 on grounds of "shrinkage 
of cadre'. No rcasons were recorded for not serving 
similar notice.s on the remaining 6 casual labourers. 



The Railway Administration failed t·.:> file a coun­
ter reply before the Honourable Court as the R ail­
way advocate did not draft the same. The Hon'blo 
Judge delivered judgement on 17 July 1980 exparte 
directing that the petitioners be reinstated with effect 
from the respective dates of their retrenchment and 
paid wages from the dates of their illegal retrench­

ment. 

The Railway Administration fikd an ap~al 
again!;t the judgement on 31 March 198 1 sc.ekmg 
stay of the opcrnton of the judgement. The Court re­
jected the application on 7 April 1981 ano ordered 
compliance with the orders already pass?d: As ~ 
petitioners had already joined , t he remammg 8 peti­
tioners were reinst-atcd in November 1981 and the 11 
petitioners were paid arrears of wages amount ing to 
Rs. 2.31 Jakhs from the dates of their retrenchment 
to the dates of their reinstatement. Thus irregular rn­
(7agement of casual labourers, their retrenchme nt 
~ithout assigning any reasons in the notices serv~d 
o n them non-observance of the provisious of !ndustnal 
Dispute~ Act and fai lure of the R ailway Administra­
tion to file a counter reply before the Court resulted 
in an avoidable expenditure of Rs. 2.31 lakhs on 
arrears of wages of 11 casual labourers without gett­
ing any service from them. 

Jn reply to an audit query in February 1984 the 
Railway Administration stated in July 1984 that 
action had been taken under Discipline a·nd Appeal 
Rules agains t the staff responsible and after prolong­
ed enquiry some of them were transferred to other 
stations and that at this distant date it was very 
difficult to reopen the issue and that no tangible 
action could be taken particularly because the Disci­
plinary Authority could not fix respom1bility on any 
partic1•br individual. 

45. Cbittaranjan LocomoHve Works-Non-realisa­
tion of licence free from an oil company 

A strip of railway land measuring 1 O.OS acres was 
leased to Indian R efineries Limited, Pipe Line Pro­
ject in l 964 for laying a pipe line b~tween Barauni 
Refinery and Haldia port. 1 he licl·ncc- fee was fi"cd 

-at R s. 36, 180 per annum at the rate of 6 per cent 
of the land cost of Rs. 60 tl~ou san~ per a~re prevail­
ing at that time, but ·bills for lic~n\·e fc.e had not been 
preferred on the party. 

I he Railway Board's instrnctions of Jun e 1962 
and June 1971 provided, inter-alia, for revision of 
rent quinquenn ially in the case of land :; ituated in large 
tcwns!commercial centres, and at an interval of l 0 
years in the case of other locations, ~nd in order t;, 
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avr.id complaints against recovery c.{ higher r'!nt with 
retrospective effect, six months notice in advance of ;-.. 
the proposed r6vision was c::quired 10 be given to the 

parties. The revision of licence fee was due in 1974; 
but the Admiuistration did not initiah:: action fo r revi-
sion of licence fee for 18 years till Jul y J 983. It was 
only in August 1983 that based ;m the lan<l cost of 
Rs. :3:60 lakhs per acre as furnish•:tl (June 198~) by 
the local revenue authorities, the licence fee was re­
vised to R~. 2.17 lakhs per annum, t:-i be effective from 
July 1983. Bills for the railway dues at the revis~d 
rat:-s were also not preferred on the party. Thi'\ rc­
sulLed in accumulation of arrears and non-rc:::ovcry 
of licence fee amounting to Rs. 12.84 Jakhs for the 
period January 1964 to M arch 198 S. Prospects of 
recovery -are bleak as the party ha d not been saved 
with the notice of six months in adva1ice as r.:~uireii 
under the extant rules. If the revisicn due in 1974 is ~ 
also taken into account, the outstanding dues against 
the party would be still more. 

A draft paragraph was issued to the Chittaranjan 
l ocomctive Works Administrat ion ir; ~eptemb~r 1986; 
its reply is still awaited (November l 986). 

46. Eastern Railway-Loss due to theft of perma­
nent way materials from a Railway Line not in use 

11,e Bangaon-P etrapol section (5-10- Ions) of 
SealJah Division is contiguous with Bangladesh hor­
der. Passenger services used to ply en t his section 1:p 10 

the year 1965. It remainc!\ out of t1ri ffi.c use from che 
ye<1r 1955 t'O 1969 and was used for somctimf' in 

1970-71. The section again fell into l~suse since 197 1 
but was not dismantled as it had i!Ssumcd stratc!!ic 
imprrtance. The sanctioned posts t1f Engin.!cri~I? . 
Operating and Cc•mmercial Dcparl r:Jrr:t s for the main­
tenance and operation of this sectio:i were. ·however, 
continued. According to the Railway Administra tion, 
staff of Engineering Department were utilised against 
v;icancies elsewhere in Sealdah Division and the posts 
1)f Commercial and Operating Departments were not 
operated, no Railway Protection Force staff w<::re p0st. 
ed since 1973 as there was no sanction. The arl!a is 
sta•: d to _be highly ~heft prone. The line hav!n~ fal­
len mto dt~use, thefts and pilferages of track materials 
inch:ding girders of bridges and huiiding mater ials oc­
curred <luring the period from 1980 to 1983. From 

M arch 1982'. thefts were on a large scale ;.md Railway 
track matcn aJs, etc., over a total cHstance uf about 
6 kms. betwe!n Bangaon and Petrnpol wer~ stolen. 
fhe total lr.ss of track a1Jd other materials hac; be~n 
assesse,i by the Railway Admin istr:1tion at R s. 26.01 
lakhs. Iri June 1985, the cost of r\~'1oration of the 
fine was estimated to be Rs. 1.SO crores. 

I 
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47. Eastern Railway-Non-utilisation of ~famct 

Outer Journal and Bunmhing Lathe Machine 

On a demand from the Railway Administration, 
the DGS&iD placed an order on a firm of Bombay for 
the supply of one doub t.:: <J>Jc jomcal turning and 
hurnishiog lathe machi11c costing R:.. 2.67 lakhs to 
the Carriage and Wagon Depot, Mugbalsarai. Jn March 
1972, the Administration advised the DGS&D to 
arrange tJ:ie supply of the machine at K-aochra[Jara 
workshop. On .its receipt in -January 1973, the machine 
was insral!ed at a cost of Rs. 8 thousand in Kanchnr­
para workshop in March 1973 and commissioned in 
October 1973. Efforts maqe by the Workshop to 
use the machine were of no avail as it proved to be 
unfit for working on loco wheels. In July 1979, the 
machine was transferred to Andal where it was kept 
idle for three years. Thereafter it was sent' to carriage 
and wagon wing, Dhanbad in April 1982. The. 
machine witli its accessories was not accepted by that' 
wing and was sent back to Andal in May 1983. In 
the process of shifting from one place to the other, 
four accessories were reported stolen . FinaUy, in 
September 1985 the machine was sent back to 
Kanchrapara Workshop. On arrival the machine was 
jointly inspected by the officials of the Workshop and 
it was found that it' was heavily rusted and pitted, 
several components were deficient, it required complete 
rebuilding and that even after rebuilding, the accuracy 
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of the machiiie could not be achieved. 
the machine bad been kept in an open 
from April 1982 to August 1985. 

Incidentally, 
traffic wagon 

No act.ion has been taken so far (Augusl 1986) 
cit he1 f'or rebuildhlg of the machiue or for its dispo­
sal. 

Though, Kanchrapara Workshop required a lathe 
for electric loco wheels, a lathe designed for conven­
tional c:irriage and wagon wheels was procured at a 
cust of R s. 2.75 lakhs. I:vcotually it h ad proved unfit 
fer USC. 

Besides, the immobilisation of two wagons loaded 
with th.: machine from April !«Ji-:2 to August 1985 
resulted in a loss of earnings arnC' unting to R s. 3.65 
lakhs. 

The draft paragraph was issued to the Railway 
Administration on 7 October 1986; its reply is still 
(Dcc..!mber 1986~ awaited. 

48. Recoveries at the Instance of Audit 

During the year 1985-86, R s. 4.61 crores were re­
covered or agreed to be recovered at the instance of 
Audit. Further, an amount of Rs. 1.02 crores was also 
recovered as a result 'Of revit:w made by the Railway 
Administrations t:if these and similar cases. 

(M. PARTHASARATHY) 
Additional Depufy Comptroller and 

Auditor G~neral of India 
(Railways) 

Countersigned 

(T. N. CHATURVEDJ) 
Comptroller and Auditor General of India 



ANNEXURE I 

(cf. Para 1.1) 

Statement showing details of subsidy under specific heads received from General .Revenues on account of various conceMions in the payment 
of dividend during the year 1985-86 

J. Capital cost of strategic lines 

2. Capital cost of Ore Lines 

3. Capital-at-charge of non-strategic portion of N.F. Railway 

4. Capital cost of unremunerative branch lines 

5. Capital cost of New Lines constructed on or after 1-4-55 on other than financial con-
sideration 

6. Capital cost of New Lines other than those mentioned in (5) above 

7. Outlay on Works-in-Progress for a period of three years 

8. Capital cost of Ferries 

9. Capital cost of Welfare buildings 

10. Arrear adjustment 

Total : 

Grand Total (Commercial & Strategic) 
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(Iii units of Rupees) 

Commercial 

l.,06,70,098 

17,63,35,406 

J 3,50,60, 708 

7,17,90,912 

27,02,44,304 

45,80,37,566 

22,69,481 

71,731710 

6,66,80,406 

1,19;82,62,591 

1,28,13,65, 792 

Strategic 

8,26,61,441 

4,41,760 

8,31,03,201 

·I 
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ANNEXURE II 

{cf. Para I. I) 

Suinmary of the salient indicators of the financial and operating performance of cl1e.R aibvays for each of Jhe yeal's 1981-82 to 1985-86 

1981-82 1982-83 · 1983-84 1984-85 1985-86 

.2 3 4" 5 6 7 

1. Capital-at-charge at .the end of the year.(Rupees in crores)@ 6698 .05 7251.09 7567.80 8285.65 9078 .07 

2. Total Block asse'ts (Rupees in crores)- 8164.30 8832.20 9401 .4 10377.15 11931.03 

. 3. Revenue Receipts (Rupee!) in crore.s) 3627.76 4483.37 5089.06 5469.09 659;>.67 

4. Revenue Expenditure (of which amount appropriated to Funds 
is indicated _in b~ackets) (Rupees in crores) 3224 .70 3929.03 4710. 11 5198.99 5904.80 

(46L06) (7°15 .89) (1044.26) (1084.09) 

5. Net Revenue (Gross surplus before dividend) (Rupees io crores) 403 .16 554.29 378.95 270. JO 685. 87 
(325. 31)* {457 .64)* (285 .95) {169. 67) (5-57. 73) 

6. Revenue surplus after providing for due dividend (Rupees in 
crores) · ( +)46. 59 . (+ )I 18.31 ( - )44. 75 (-)195.59 + 178 .83 

7. (a) Return on Capital-at-chatge (Percentage of item 5 civcll item 
n 6.01 7.64 5 .01 3. 76 7 .56 

(4. 95)* (6.3 1)~ (3. 78)* (2. 05)* (6. 73) 

(b) Return 1;11 Block as5ets (p::rcemage of item 5 over item 2) 4 .93 (J .0 '. 3.91 2.52 5.75 
(4.06)* ~5 .02)* (2 . 9~)· ( 1. 58)" (4. 67)~ 

8. Total indebtedness for want of adequate revenue surplus of the 
year (Rs. in crores) : 

(a) On account of shortfa ll in dividend liability 376.77 304.82 3A9.57 545 . 16 428 .44 

(b) On account ot' Jeferred dividend payable in respect of 11CY. 

lines which have ~ompletetl moratorium 47.73 58.61 60.05 63.49 58. 48 

(c) On account of shortfall in Development F und 224.16 224. 16 273 . 75 336.36 336 .36 

Total (a to c) 648 .66 587.59 683.37 945.01 823. 28 

9. Revenue earning Good~ traffic in million tonnes (Total traffic in 
brackets) 221.20 228.76 230. 12 236.44 258 .55 

~ 
(245.80) (256.0) (258.0) (264. 17) (286.38) 

10. Passenger km. in millions 220787 226930 222935 226582 24061'4 

11. (a) Earnings from Goods Traffic (Rs. in crores) 2357 . 14 2972 .1 2 3353.50 3602.42 4376 .38 
(b) Earnings from Passenger traffic (Rs. in crores) 988.56 1161. 65 1353.55 1458.82 171 9.68 

12. F uel consumption by locos (per lOOO GT km.) 

(a) Passenger Services (i) Coal (Kg.) 79.0 79.2 77 .3 82. 3 81.9 
(ii) Diesel (litre) 5.3 5.3 5.40 5.25 5.27 

(b) Goods Services : (i) Coal.(Kg.) 92.4 95.0 98.5 97 .0 99. 8 
(ii) Diesel llitrc) 3.7 3.6 3.6 3.6 3.5 

13. No. of staff (in thousands) . ' 
1575 1584 1593. 1603 1613 

14. Average annual wage per e·mployee (Rupees) 9263 10846 12390 14797 16883 

15. Operating ratio (percent) 89.40 88 .34 93.5 96.3 90.6 

• Excluding subsidy. 
@Excludes expenditure on Metropolitan Transport. Projects. 
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Capital 
Voted 
Charged . 

D.R.F. 
Voted 
Charged 

D.F. 
Voted 
Charged 

.A.C.S.P.F. 
Vot¢ 

O.L.W.R. 
Voted 
Charged 

Total 
· Voted : 
Charged 

I . 

ANNBXUREID 

(cf. Para 6.3) 

.. 

Details -of Grant No. 16-Assets-Acquis(tion, Constructio11 and Rep/acemeJI! 

(Rs. in thousands) 

Budget Estimat<: Supplementary Final Grant Actual Excess(+) 
1985-86 Grant (including Expenditure Saving(- ) 

reappropriations) 

2 '3 4 5 6 

29341239 3101496 32442735 31539108 -903627 
23500 . 23500 21112 -2388 

9629200 1134171 10.763371 11330173 + 566802 
1300 - 260 1040 1116 +i6 

399900 61140 461040 421584 - 394S6 
100 260 360 199 - 161 

252700 33200 , 285900 27178, - 14111 

149900 149900 135811 - 14089 
100 100 36 -M 

39772939 . ·4330007 44102946 43698465 -40448l 
25000 25000 22463 -2537 
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ANNEXURB IV 

(cf. Para 6 . 3) 

Statement showing savilllfs in Grants 

Number and name of the Grant Original Supple- Final Grant 
Grant mentary 

Grant 

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

1. Railway Board . 5.39 . 0.39 5.78 

2. ~isccllancous Expenditure (General) 34.52 34.52 

3. General Superintendence IUld Services 258.47 . 4.68 263.15 

14. Appropriation to Funds 1275.53 3.66 1279.19 

16. Assets-Acquisition, Constiuction and Replacement 3977.29 433.00· . 4410.29 

-r.,ta] : 5551.20 441.73 5992.93 

'7 1 

(Rs. in crores) 

Actual Savings Percentage 
. Expenditure 

(S) . (6) (1) 

5.51 0 .21 3.63 

30.80 3.72 10.78 

259.15 4.00 1.52 

1274.55 4.64 0 .36" 

4369.8.S 40 .44 0.92 

5939. 92 53 .01 
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ANNEXURE Y 

(cf. Para 6.3) 

Statement sholl'ing excess o~·er Grants 

(Rs. in crores) 

Number and name of the Grant Original Supplemen- Final Grant Actuals ExCe.,s Percentage 
Grant tary Grant 

(1) ' (2) (3) (4), (5) (6) (?) 

4. Repairs and Maintenance of Permanent Way and 
Works. 532.69 30.21 562.89 568.23 S.34 .0.95 

5. Repairs and Maintenance of Motive Power 412.24 18. 83 431.07 452.1 8 21. 11 4.90 
6. Repairs and Maintenance of Carriage and Wagons. 593.37 3.23 596.60 600.34 3.74 0.63 
7. Repairs and Maintenance of Plant and Equipment. 294.03 26 .82 320.85 322.04 1.19 0.37 
8. Operating Expenses ·Rolling Stock and Equipment . 470.19 3.68 473 . 87 474.88 i.01 0.21 ~ .. 
9. Operating Expenses-Traffic 526.43 15 .98 542.41 ·545 .58 3. 17 0 .59 ~4.. 

10. Operating Expenses-Fuel IQ28 .28 58.16 1086.44 ·1087 .24 0.80 0.07 
li. Staff Welfare and Amenities 179.76 8.33 188.09 189.29 1.20 0.64 
12. Miscellaneous Working Expenses 264.48 26 .59 291.07 296.82 5.15 1.98 
13. Provident F und, Pension and other Retirement 

benefits. 280. 67 68. 58 349.25 360.94 11 .69 3.35 
15. Dividend to General Revenues, Repayment of loans 

taken from General Revenues and Amortisation of 
over-capitalisation 546.85 17.52 564. 37 648. 14 83. 77 14.84 

Total : 5128.99 277.93 5406.91 5545.68 138.78 

.· 
.. 
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ERRATA 

Page No Col. No. Linc No. For Read 

(i) 15 North.:a...i Fornticr Northea"t Frontier 
( i) 8 from botto m Dclc t.: . aft..:r billci-. 
(ii) 3 from bottom Ref a met Rafa rnct 
I Table Col. S + 173.83 . 178.83 
9 13 R~. 39.21 crorcs R, . 30.21 cron:' 
9 19 from bot tom R~. 30.21 c ro re:. R-. IS.83 c rorc" 

11 '.! Ta ble in para 6.3. I'.! 11 •4.9 1 1 151.91 
1-1 2 Table in para 6.4.1 0.3 0.16 
14 '.! I 0 fro m bottom 68.00 crorc- 60.00 l!fl)TC 

32 I 19 2867 ~865 

39 I 17 from bottom (July 1986 t JUI} 19861 
5~ 19 from bottom in~1:rl , after t.lcr artmcnt 




